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Reqistration (In Section I(c) additions are underltned.
Sectlon- IIE is amended by deleting it in its entirety
and substj.tuting therefor the following. )

I-IEMBERSHIP
WI TE

June 7, 1985

Ms. Jean A. Webb
Saa.ra+,a rw
Office of the Secretariat
Comnodity Futures Trading Conmission
2033 K Street, N.w.
washington, D.C. 20581

Re: National Futures Association, Proposed Amendment
to NFA Bylalr 305' Schedule A, Sections I(c) and
I (d ) ; ProPosed CompJ.iance Rule 2-2.9

Dear Ms. Webb:

Pursuant to Section 17 (j ) of the Conmodity Exchange
Act (nAct"), as amended, National Futures Association ( "NFA" )

hereby subnits to the Commodity Futures Tradj.ng Commj-ssion
('cFTc" or I'Conrnission" ) for review and approval the following
amendments to NFA Bylaw 305, Schedule A, Sections I(c) and
I(d), and a new Compliance Rule 2-29. The proposed amendments
and rule were unanirnously approved by NFArs Board of Directors
at i.ts meeting on May 23, 1985.

I. THE il.,TENDMENTS AND NEW RULE

A.

***

CHAPTER 3

AND ASSOCIATION
A MEMBER

***

and Proficiency Requirements .

***
Bylaw 305. Registration
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Schedule A

***

I. REGISTRATION

(c) Grant, Denial, Suspension and Revocation of Registration.

With respect to persons reguired to register under the
Act pursuant to Section I(a) of this Schedule A, NFA may refuse
to regj.ster, register conditionally, suspend or place restric-
tions on the registration or revoke the registration of any
such person based upon the grounds for such act.ion and the
standards of fitness set forth in the Act applicable to regis-
trations glanted by the Commissj.on. Registrations or temporary
licenses nay be granted by the President or Secretary or their
designee. Fina1 written orders denying registration, reg-j.stering conditionally, suspending or restricting registration
or revoking registration shall be made by the President, the
Membership Corunittee or its desiqnated SubcoNnittee in accord-
ance with the procedures set forth in Section I(d) of this
Schedule A; provided, however, that pending final determination,
in cases submitted bv the President to the Membership Corunittee

(d) Proceedings to Deny, Condition, Suspend, Restrict or Revoke
Regi stration .

( 1 ) service.
(A) For purposes of any proceeding to deny, condition,

suspend, restrict or revoke registration, service upon an
applicant or registrant rrri 11 be sufficient if mailed by reg-
istered mail or certified mail return receipt lequested, pro-
perly addressed to the applicant or registrant at the address
shoi,tn on the application or any amendment thereto. Service
will be complete upon mailing.

(B) A copy of any notice served in accordance with para-
graph 1(A) shall also be served upon:

(i) Any registrant sponsoring the applicant or registrant
pursuant to CFTC Regulations 3.)-2 or 3.16 if the applicant
or registrant is an individual registered as or applying for'
registration as an associated person; or

or its designated Subconmittee, registration shall not be
granted .
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(il) Any futules commission merchant which has entered
into a guarantee agreenent pursuant to CFTC Regulation f.10(j)
with an applicant or registrant applyi.ng for registration
or registered as an introducing broker.

(C) Documents served by an applicant or registrant upon
the Secretary under this Section shall be considered served
or filed only upon actual receipt at the of fj.ces of National
Futures Association' 200 w. lladison Street' Chicago, ILlinois
60606.

(2, withdrab/al of application for registration.
(A) Notice. Whenever i.nf ormation comes to the attention

of NFA that an applicant for initial registration in any capac-
ity rnay be found subject to a statutory disquali f ication under
Sections 8a(2), 8a(3) or 8a(4) of the Act' the Director of
Compliance or the Director's designee may serve written notl'ce
upon the applicant, which shaLl specify the statutory disquaJ-if i-
cations to which the applicant may be subject and notify the
applicant that :

(i) The inforrnation, if true, is a basis upon which
the applicant's registration may be denied;

(ii) Unless the applicant voluntarily withdraws the
appl-ication' it may be necessary to institute the denial pro-
cedures described in the foltowing paragraphs; and

(iii) ff the applicant does not confirm in writing that
the applicant wishes to have the application given further
consideration, the appi.ication will be deemed to have been
wi thdrawn .

(B) The applicant must serve the \'tritten confirmation
referred to in paragraph 2(A)(iii) upon the Secretary within
twenty days after the date the Notice is served.

(3) Notice of Intent to Deny, Condition, Suspend, Restrrct
or Revoke Registration.

(A) Notice of Intent. On the basis of information obtained,
NFA may at any time serve a Notice of Intent uPon any Person
requir-d to register under the Act pursuant to Section I(a)
of this Schedule A that:
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(i) NFA alleges and is prepared to prove
cant or registrant is subject to one or more of
di squalifications set forth in Sections 8a(2),
of the Act t

that the appli-
the statutory

8a(3) or 8a(4)

(ii) The allegations set forth in the Notice of IntenE,
if true, constitute a basis upon which registration can be
denied, conditioned, suspended, restricted or revoked (if
the Notice of Intent proposes conditi-oning or restrj-cting
registration, the Notice sha11 specify the conditions or restric-
tions ) ; and

(iii) The applicant or registrant is entj-tled to have
the President consider written evidence of the type set forth
in paragraph 3(B) in determining whether the applicant or
registrant is subject to such statutory disqualifi cation.

(B) Scope of Written Submission. If the statutory dis-
qualification alleged is set forth in Section 8a(2) of the
Act, the scope of the applicantrs or reg.istrant's written
submission shall be limited to challenging the accuracy of
the allegations set forth in the Notice of Intent, including
evidence as to (1) the applicantrs or registrant,s identity,(2) the existence of a clerical error in any record documenting
the statutory disqualif i cation , (3) the nature or date of
the statutory di sgualif i cation, (4) the post-conviction rnodif i-
cation of any record of conviction or (5) the favorable dis-
position of any appeal. If the statutory di squalifi cation
alleged is set forth in Section 8a(3) or 8a(4) of the Act,
the scope of the applicantt s or registrant's written submission
shalL be linited to the information set forth above and the
type of information set forth in paragraph 6(D). Such written
submission must be served upon the Secretary wj.thin twenty
days after the date of servj.ce of the Notice of Intent upon
the applicant or regi strant.

(C) The Notice of Intent sha11 inforn the appl,icant
or registrant of the procedures which wiLl- be followed if
no written submission is made in accordance with paragraph
?TTrI

(4) Authority to
of the Act.

(A) Reply.
of Intent to deny

Deny Registration Pursuant to Section 8a(2)

If an applicant who has received a Notice
registration based on a statutory disquali-
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fication set forth in Section 8a(2) of the Act makes a written
submission pursuant to paragraph 3(B), the Director of Com-
pli.ance may within ten days of the receipt of such submission
submit to the President and serve upon the appli.cant a written
reply .

(B) Determination. After the receipt of the applicantrs
rrrritten submission and any reply thereto, the President sha11
deternine hrhether the applieant is subject to a statutory
di sgua lifi cation under Section 8a(2) of the Act. Such deter-
nination shall be based upon the application, the evidence
of the statutory disqualification, the Notice of Intent with
proof of service, the written submission filed by the applicant,
any written reply submitted by the Director of Compliance
and such other papers as the President may require or permit.

(C) order. Within 30 days after receipt of the applicant's
written submission and any reply thereto, the President sha11
issue an order granting or denying registration.

(5) Default of Applicant - 8a(2) Denial.

(A) If an applicant for registration who has received
a Notice of Intent to deny registration based on a statutory
disqua lifi cation set forth in Section 8a(2) of the Act faiLs
to make a timely written submission in accordance with paragraph
3(B):

(i) The applicant will, be deemed to have waived the
right to submit evidence in writing on al"I issues, and the
facts stated in the Notice of Intent shall be deemed true
for the purpose of finding that the applicant is subject to
a statutory di squali. fi cation under Section 8a(2) of the Act;
and

(ii) Twenty days after the date the Notice of Intent
to deny is served upon the applicantl such Notice shall become
a final order of NFA denying registration. NFA shalf serve
written confirmation upon the applicant that registration
has been denied.

(B) vacating the order. An applicant for registration
against whom an order referred to in paragraph 5(A)(ii) was
issued nay file a petition and supporting affidavit with the
Secretary i.f the Notice of Intent under paragraph 3 was not
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timely received by the applicant. Upon receipt of the petition,
the order sha11 be vacated, and NFA shall serve uDon the apoli-
cant a copy of the Notice of Intent required under paragrapir
3. The procedures set forth in this paragraph 5(B) shal1
be available only once to an applicant.

(5) Authority to Suspend and Revoke Registration pursuant
to Section 8a(2) of the Act.

{A) Repfy. If a registrant who has received a Noticeof Intent to suspend or revoke registration based on a statu-tory di squalif i cation set forth in Section 8a(2) of the Act
makes a vrritten submission pursuant to paragraph 3(B), theDirector of Compliance may within ten days of recei-pt of such
submission subnit to the President and serve upon the reqiscrant
a reply.

(B) Determination. After the receipt of the registrant's
written submission and any reply thereto, or if no written
submission is made, the President sha11 determine whether
the registrant j.s subject to a statutory di_squa 1if i cation .
Such determination shaI1 be based upon the evidence of the
statutory di squali fication, the Notice of fntent with proof
of service, the written submission, if any, filed by the regis-
trant in response thereto, any written reply submitted by
the Director of Cornpliance and such other papers as the presi-
dent nay require or permit.

(C) Suspension and order to show cause. (i) If the
President determines that the registrant is not subject to
a statutory di squa lifi cation. the president shall j.ssue an
order to that effect -

(ii) If the President determines that the registrant
is subject to a statutory di squaJ.ifi cation, the president
shall issue an intelim order suspending registration and requir-
ing the registrant to show cause to the Membership Committee
or its designated Subcomnittee within twenty days of the date
of the interirn order why, notwithstanding the existence of
the statutory disgualif i cati.on , the registration should not
be revoked. The registratj.on shal1 be suspended effective
five days after the interim order is served upon the registrant,
and such suspension shall remain in effect until a final order
with respect to the older to show cause has been issued:
Provided that, if the sole basis upon which the registrant
is subject to a statutory di squa lif ication is the existence
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of a temporary 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 shaLl
have expired: Provided, however, that in no event shall the
registrant be suspended for a period to exceed six months.

(D) Registrantrs Response. within twenty days of the
date of the order to shov, cause, the registrant may file wj-th
the Membership Conunittee or its designated Subconmittee a
written response which may incl.ude briefs, affidavits and
supporting memorandums, but in any event sha11 be linited
in content to:

(i) Evidence, not previously set forth in any written
submission filed under paragraph 3(B), challenging the accuracy
of the allegations establishing the statutory disqualification;

(ii) The existence of any facts which constitute a clear
and compelling showing that, notwithstanding the existence
of the statutory di sgua lif ication, the continued registration
wouLd be in the public interesti or

(iii) In the case of an associated person, written confirma-
tion by the registrantrs sponsor that, notr,rithstanding the
existence of the statutory di squalif ication, the sponsor is
wj-11ing to supervj.se the activities of the registrant sub3ect
to such restrictions as the Membership Cormittee or its desig-
nated Subcommittee shall impose: Provided that, with respect
to such sponsor, (1) an adjudicatory proceeding brought by
or before the Conmission pursuant to the provlsions of Sections
6(b), 6(c), 6d or 8a of the Act is not pending, and (2) in
the case of a sponsor which is a futures commission merchant'
the sponsor is not subject to the reporting reguirements of
CFTC Regulation 1.12 (b ) .

(E) Rep1y. within ten days after receipt of the regis-
trantrs response, the Director of Compli.ance may submit to
the Membershi-p Comnittee or its designated Subconmittee and
serve upon the registrant a reply.

(F) OraI hearings. OraI hearings shall not be granted
except under extraordinary circumstances and upon written
request to the Membership Conmittee or its designated Subcolrrnit-
tee. Such request sha11 include the issues to be addressed,
the evj-dence to be adduced and a showing of compelling need.
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If the l,lembership Conmittee or its designated Subconrmittee
determines to grant a reguest for an oral hearing, the hearing
shall be conducted pursuant to paragraph 9 as the Membership
Conmittee or j.ts designated Subcommittee deems necessary and
in a manner which shal1 ensure that the proceeding is resolved
expedi t ious 1y .

(G) Order. Within 30 days of the receipt of a registrantrs
response tO the order to show cause, and any reply thereto,
the Membership Conunittee or its designated Subcommittee shalt,
upon consideration of the record as a who1e, make a finding
as to whether the registrant has shown cause why the registra-
tion should not be suspended or revoked and shall issue an
order accordingLy. If the Membership Conmittee or its desig-
nated Subcorunittee, on the basis of the showing described
in paragraph 6(D)(ii), finds that, notwithstanding the existence
of the statutory di squalifi cation, the registlation should
not be revoked, the Committee may issue an order further sus-
pending the registrant for a period not to exceed six months.
In the case of an associated person the order may further
restrict the registration of the registrant.

(H) Notwithstanding the sponsorrs written confirmation
under paragraph 6(C)(iii), the Membership Conmittee or its
designated Subconmittee may issue an order revoking or further
suspending for a period not to exceed six months the regi,s-
tration of an associated person and, in any event, may not
issue an order xestricti,ng such registration if:

(i) The associated person is subject to a statutory
di squalification under Section 8a(2) of the Act as a result
of conviction of a felony or misdemeanor under Section 9 of
the Act; or

(ii) The associated person has been the subject of more
than one proceeding in which findings of fact constituting
a statutory disqual ifi cation under Section 8a{2) of the Act
have been entered. against the associated person; or

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

(iv) The associated person was previously granted a
conditional or restricted registration and was found to have
failed to conform to such condition or restriction; or
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(v) The associated person willfu11y made any materially
false or misleading statement or willful]y onitted to state
any material facts in any written submissions filed under
this Section as to any facts which would constitute statutory
disqualifications under Section 8a(2) of the Acti or

(vi) The registrant wlth whom the associated person
is associated wi11fulIy made false or nisleading statements
of material fact in the confirmation referred to in paragraph
6(D)(iii) or wi11fu1ly faiJ.ed to state any material facts
which were required to be stated therein.

(I) Default. (i) If the registrant fails to file a
tinely response to the order to show cause, the registrant
shall be deemed j.n default. The President sha1l thereafter,
upon a finding that service was effected, enter an order revok-
ing, restricting or further suspending the registration.
Such finding shal1 be based upon the evj-dence of the statutory
disqualifi cation, any hrritten submission filed by the registlant
in response to the Notice of Intent in accordance with paragraph
3(B) and any wri.tten reply thereto submitted by the Director
of Compliance.

(ii) If the President issues an order under paragraph
6(I)(i) revokingr restricting or further suspending regis-
tlation, the registrant may file a petition and supporting
affidavit with the Secretary setting forth the reasons why
the registrant failed to file a response to the order to shoh'
cause. Such petition must be accompanied by the registrant's
response. Upon receipt of the petition, the President may,
for good cause shown, vacate the order.

(7, Proceedings under Section 8a(2)(E) of the Act.

NFA will not initiate a proceeding based on a statutory
di squa 1if icati on set forth in Section 8a(2)(E) of the Act,
if respondeat superior is the sole basis upon which the reg-
istlant may be found subject to such statutory disqualification.

(8) Authority to Deny, Condition, Suspend' Restrict or Revoke
Registration Pursuant to Sections 8a(3) and 8a(4) of the Act.

(A) Reply. If an applicant or registrant who has received
a Notice of Intent to deny, condition, suspend, restrict or
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revoke registratj,on based on a statutory di squali fi cation
set forth i,n Sections 8a(3) or 8a(4) of the Act nakes a written
submission pursuant to paragraph 3(B), the Director of Com-
pliance may within ten days of recei.pt of such submission
submit to the President and serve upon the applicant or reg-
istrant a reply.

(B) Detemination. After receipt of the applicant's
or registrantrs rdritten submissions and any reply thereto,
or if no written submission is made, the President shal1 deter-
mi-ne whether the applicant or registrant has shown why the
registration should not be denied, conditioned, suspended,
restricted or revoked. Such determination sha11 be based
upon the evidence of the statutory disqualification, the Notice
of Intent with proof of service, the written submj-ssions,
if any, filed by the applicant or registrant in response thereto,
any written reply submitted by the Director of Conpl-iance
and such other papers as the President may requ5,re or permit.

(C) Notice of Determination. (i) If the President
determines that registrati.on should be denied, conditioned,
suspended, restricted or revoked, the President shall notify
tbe applicant or registrant and shall inform the applicant
or registrant of the right to request a hearing before the
Membership Cotnmj-ttee or its designated Subcommittee.

(ii) If the President determines that registration should
not be denied, conditioned, suspended, restricted or revoked,
the President shal1 issue an order to that effect.

(D) Right to a Hearing. A hearing before the Membership
Conmittee or its designated Subcoruni-ttee may be obtained by
filing a written request with the Secretary within ten days
of the date of service of the Notice of the President's Deter-
mination.

(E) waiver of a Hearing. If no request for a hearing
is received by NFA within 10 days afte! the Notice of the
Presidentrs determination has been served, the right to a
hearing shaIl be deemed to have been waived and the President
sha1l, upon consideration of the record as a who1e, make a
finding as to h'hether the registration should be denied, con-
ditioned, suspended., restricted or revoked and shall issue
an order accordingly.
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(F) Request for a Hearing. If an applicant or registrant
makes a ti.nely reguest for a hearing on the question of whether
the applicant or registrant is subject to a statutory disgualifica-
tion under Secti.on 8a ( 3 ) or 8a ( 4 ) of the Act, or whether notvirit.h-
standing the existence of the statutoly di squali. fi cation,
registrati-on should nevertheless be granted or should not
be conditioned, suspended, restricted or revoked, a hearing
sha11 thereaf t.er be conducted in accordance with the procedures
set forth in paragraph 9 as the Membership Cornmittee or its
designated Subcommj.ttee deems appropriate. For purposes of
the hearing, the Notice of Intent given in accordance with
paragraph 3 shal1 be treated as a duly authorized complaint
by the President seeking the relief specified therein, and
the reguest for hearing shall be treated as an answer.

(G) Order. Wi.thin 30 days of the date of the conclusion
of the hearing, the Membership Corunittee or its designated
Subcommittee shall make a finding as to hrhether the applicant
has shown that registration shoufd not be denied or conditioned
or hrhether the registrant has shown that the registration
shoul-d not be suspended, restricted or revoked and shall issue
an order accordingly.

(9) Hearing Proced.ures.

If an applicant or registrant reguests a hearing before
the lrlembership Committee or its designated Subconmittee a
record of the hearing shall be kept. At such a hearing the
applicant or registrant may be represented by counsel, submit
evidence, cal-l and exarnine witnesses, examine the evidence
upon which the President made a determination and at the drscre-
tion of the Membership Conmittee or its designated Subcommittee,
present oral or written argument.

(10 ) orders .

(A) Any order issued by the President, the Menbership
Conmittee or its designated Subconunittee under this Section
(except an interim order suspending registration pursuant
to paragraph 6(C)(ii)) shal1 become a final orde! of NFA on
the date it is served upon the applicant or registrant. A
copy of each final order issued by NFA shal1 be served upon
the Conmission at the same time it is served upon the applicant
or regj-strant.
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(B) Any final order of NFA which denies, conditions,
suspends, restricts or revokes registration shall inform the
applicant or registrant of the right to petj.tion the conmission
for review under Section 17(o) of the Act and applicable corunis-
sion regulations.

(c) (i) Except as otherwise provided in paragraph 10(c)(iii),
any final order of NFA denying or conditioning reglstration
shal1 rernain in effect pending any review initiated or granted
by the Comrission.

( ii ) Except as otherwise provided in paragraph 10 (c ) ( iii ) ,
any final order of NFA suspending, restri.cting or revok.ing
registration shall become effective 15 days after service
on the legistrant unless within that tj-me a petition for review
by the Conunission i.s filed in accordance with Commission regula-
tions, or the cornmission initiates review.

(iii) In any case in which a Notice of Intent to deny
is issued and the finaL order of the Membership Conrmittee
or its desigmated Subcorunittee does not deny registration,
or an interim order suspending registration pursuant to pa!a-
graph 6(C)(il) is issued and the final order of the Membership
Conmittee or its designated Subcommittee does not revoke or
further suspend registration, such final order shal1 become
effective 30 days after service on the registrant unless the
corunission otherwise di.rects. Prior to such effective date,
registration shall not be granted or, in the case of a sus-
pension, such suspension shalI remain in effect.

B. New Compliance Rule 2-29

COMPLIANCE RULES

***

PaIt 2 - RULES GOVERNING THE
BUSINESS OF MEMBERS REGISTERED

WITH THE COMMISSfON

t*!t

Rule 2-29. COWUNICATIONS WITE TtlE PUBLIC AND PROMOTIONAL
MATERIAL.
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(a ) ceneral Prohibition.

No Member or Associate shaLl make anv conmunication with
the public which :

(1) operates as a fraud or deceit; or

(2) employs or is part of a high-pressule approach;

(3) makes any statement that futures trading is appropriate
for all persons.

(b) Content of PromotionaL Material.

No Member or Associate shall- use any ptomotional material
whi ch :

(1) is likeLy to deceive the public; or

\2t contains any material" misstatement of fact or which
the Menber or Associate knows omits a fact if the
omiss j.on makes the prornotional material misLeading;

(3) mentions the possibility of profit unless accompanied
by an equally prominent statement of the risk of
loss i or

(4) includes a measurement or description of or makes
any reference to hlzpothetical results which could
have been achieved had a particular trading system
been employed in the past unless acconpanied by
the statement prescribed in CFTC Rule 4.41(b)(1);
or

(5) includes any reference to actual past trading profj-ts
without 'mentioning that past results are not necessarily
indicative of future results; or

(6) includes any specific numerical or statistical information
about the past performance of any actual accounts
(including rate of return) unless such information
is and can be demonstrated to NFA to be representative
of the actual performance for the same time period
of all reasonably comparable accounts and, in the
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(c)

(d)

case of rate of return figures, unless such figures
are cal-cul-ated in a manner consistent \.ri th that
reguired under CFTC Rule 4.21(a)(4) (ii) (F).

Statements of Opinion.

Statements of opini-on included in promotional material
must be clearly identifiable as such and must have a
reasonable basis in fact.

written Supervisory Procedures.

Every Member shal1 adopt and enforce written procedures
to supervise its Associates and employees for compliance
with this Ru1e. Such procedures shal1 require prior
review and approval of all promotional material by an
officer, general partner, soJ.e proprietor' branch office
manager or other supervisory employee other than the
individual who prepaled such material (unless such material
was prepared by the only individual qualified to revj-ew
and approve such material ) .

Recordkeeping.

Copies of all pronotional material along with a record
of the review and approval reguired under paragraph (d)
of this Rule must be maintained by each llember and be
available for examiuation for a period of three years
from the date of the last use. Each Member who uses
plomotj.onal material of the type described in subsection
(b)(4) of this Rule shall demonstrate the basis for any
hypothetical results to NFA upon request.

Filing with NFA.

The Compliance Dj-rector may require any Member for any
specified period to file copies of all promotional material
with NFA promptLy after its fi-rst use.

Def inition .

For purposes of this RuIe "promotional- materialn includes:
(1) Any text of a standardized oral presentation, or
any commun5.cation for publication in any newspaper, magazine
or simiLar medium, or for broadcast over television,
radio, or other electronic medium, which j,s disseminated

(e)

(f)

(g)
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or dj.rected to the public concerning a futures account,
agreement or transaction; (2) any standardized form of
report, letter' circular, nemorandum, or publication
which is disseminated or directed to the public; and
(3) any other written material disseminated or directed
to the public for the purpose of soliciting a futures
account' agreement or transaction.

II. EXPLANATION OF AMENDMENTS.AND NEW RULE

A. Rules to Deny' 'Condition' Suspend' Restriet '€r -Revoke
Reqf i stration

The Commission has authorized NFA, pursuant to section
8a(10) of the Act, to perform the registration function for
futures corunission merchants, commodity pool operators, com-
nodity trading advisors, introducing brokers and the associated
persons for each of these categories. Those registration
functions did not include the authority to deny, condition,
suspend, restrict or revoke registrations. NFA will soon
reguest the Conmi-ssion to grant it the authority to deny,
condition, suspend, restrict or revoke registration. The
proposed rules provide the procedures to enable NFA to assume
th j-s responsibility.

B. New Compliance RuLe 2-29

Compliance RuIe 2-29 deals with communications htith
the public and promotional material prepared and used in the
conduct of a Member's or Associate's futures business. Rule
2-29 is intended to apply to all forms of communication with
the public by a Member or Associate without exception if the
cornmunication relates in any way to solicitation of an account,
agreement or transaction in the conduct of the Member's or
Associate's business in futures. In order to avoid inpeding
the free fLow of information to customers on a spontaneous
basis, the rufe distinguishes routine day-to-day corununications
with customers and applies a different regulatory standard
to such communications. This is acconplished by proviiling
a definj.tion of "promotional material" to identify the kinds
of communications with the public which will be subject to
the specific content standards and other requirements of Section
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(b). Routine communications remain subject to the general
prohibitions of Section (a).

A section-by- section analysis of RuIe 2-29 is con-
tained in the Interpretive Notice to NFA Members, a copy of
which is attached.

NFA respectfully requests the Commission to declare
the proposed amendments effective upon approval by the Com-
mission, as authorized by Secti-on 17(j) of the Act. Once
Rul-e 2-29 becomes effective, NFA will a1low Members a reasonable
period to establj-sh procedures as required by the Rule and
a period of 45 days within which to conforn promotional material
to the reguirements. Hence during that 45-day period NFA
staff will not recommend disciplinary action soleIy due to
the failure of the promotionaf material to conform to the
content standards set forth in subsection (b) of the Rule.

H. Harrison, Jr.
couns e I

JHH I cm
Enclosure

cc: Chairman Susan M. Phillips
Commissioner Kalo A. Ilineman
Commissioner Fordl-er C. West
Commi.ssioner William E. Seale
Commissioner Robert R. Davis
Andrea M. Corcoran, Esg.
Kenneth M. Raisler, Esq.
Dennis Klejna, Esq.
Kenneth M. Rosenzweig, Esg.
Kevin M. Foley, Esq.
Linda Kurjan, Esq.



J\ NATTONAL FUTURES ASSOCTATTON
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INTERPRETIVE NSTICE TO NFA MEI4BERS

NFA Compliance Rule 2-29: Communications with the public
and promotionai Material

I. INTRODUCTION

Section 17(p)(3) of the Commodity Exchange Act (7
U.S.C. S2f(p) (3) ) reguires that the ru.Les of a registered
futures associati.on such as NFA "establish rninimurn standards
governing the sales pract j.ces of its members and persons
associated therewith. . . . " NFA has established such mini.mum
standards in the form of its Compliance Rules which. arnong
other things, generally prohibit fraud and deceit and require
I'lembers and Associates to "observe hiqh standards of commercial
honor and just and eguitable principl6s of trade in the
conduct of their comrnodi ty futures business. " Although
these rules supply the reguired minimum standard, they are
general in nature and may not alnays provide specific Auidanceas to r'rhat particular conduct may be prohibited. It is
expected that more detailed content wiil be given to those
general rules through the work of NFArs Business Conduct
Comnittees, which wiLl issue decisions in disciplinary cases
applying the rules to specific conduct. It is also expected
that NFA's Advisory Conmittees, through study and recomrnenda-
tion of rule changes, wili further the development of uniform
industry-wide sales practice standards.

NFA's Board of Directors has adopted a new Compli-
ance Rule, 2-29, which was proposed to the Board by the FCM
Advisory Cornmittee ( "The Comnittee" ). The Corunittee pub-
lished a notice for public comment on its proposed rule on
February 21, 1985, and considered the comments received in
drafting the final rule.

II. THE CONTEMPLATED RELATIONSHIP OF RULE 2-29 WITH OTHER
!"ITI J(LJI,I,)

RuIe 2-29 deals specifically with corununications
eith the public and promotional materiaL prepared and used
in the conduct of a Memberrs or Associate's futures business.
Hovrever, Member and Associate conduct in that alea, as in
all others related to futures, is, and under the new rule
continues to be, subject,to all other NFA requirements.
For example, certain other NFA Rules deal specifically with



communications \^rith the public and promotional materials in
a narrower context. Compliance Rule 2-13, which incorporates
CFTC Rule 4.4I, regulates the adverti-sing of Commodity PooI
Operators ( "CPOs") and Conmodity lrading Advisors ("cTAs");
NFA Compliance Rules 2-16 and 2-19 specificall.y rel.ate to
option sales conrnunications and the filing with NFA of option
promotional material. In addition, alI Member and Associate
conduct, including corununications nith the public, is subject
to the reguirements of Compliance Rule 2-2 (Fraud and Related
Matters ) and Compliance Rule 2-4 (Just and Equitable Principles
of Trade ) .

The new Rule is not intended to supplant those or
any other NFA Requirements but rather to augment them. Hence,
literal compliance with Rule 2-29 wlLL not be a "safe harborn
from NFA disciplinary action if the !!embe! or Associate
violates any other NFA Requirement.

III. THE SCOPE OF RULE 2-29

RuIe 2-29 is intended to apply to all forms of
comnunication with the public by a Menber or Associate r,rith-
out exception if the comnunication rel.ates in any way to-
solicitation of an account, agreement or transaction in the
conduct of the Member's or Associate's business in futures
as the term nfutules" is nor.r or may be defined. t

However, in drafting the RuIe the Comrnittee recognized
that some specif j.c content standards which would be appropriate
for communications prepared in advance of delivery to the
public might be unenforceable and even inappropriate in the
context of routine day-to-day contact rj.th customers. The
Committee was concerned that the free flow of inforrnation
and advice to customers might be impeded to their detrirnent
if spontaneous communications rrere subjected to rigorous and
detailed content standards.

* Article xvIll(k) of NFA's Alticles of Incorporation
defines futures to include "options contracts ttaded on a
contract market, and such other commod i ty-re I ated instru-
ments as the Board may frorn time to t j.me declare by Bylard to
be properly the subject of NFA regulation. and oversight. n

Currently, the only NFA Bylaw expanding that definition is
ByIa$, 1507, which states that "'futules' as used in these
Bylaws shall include option contracts granted by a person
that has registered nith the Commission under Section 4c(d)
of the Act as a granto! of such option contracts or has
notified the Cornnission unde! the Comnission's rules that it
is gualified to grant such option contracts. "
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To address this problen, the final Rule distinsuishes
routine day-to-day communications nj.th customers and appi j.es
a different reguJalory standard to such cornmunications.
This is accomplished by providing a definition of "promotionalmaterial " to identify the kinds of communications r4ri th thepublic which will be subject to specific content staDdards
and other requirements beyond those provided in section (a)
Ge4elal Prohibition. Therefore, the definition of protnotional
matEifE lihi-;E -]Fa broadened version of the definition of
that term in the CFTC'S option pilot prograrn rules) is intendedto include all kinds of promotional communications rrith thepublic, other than routine day-to-day contact with custome!s.
It includes, for example, any kind of written, eLectronic or
nechanically reproduced message or presentation which is
directed to any mernber of the public, whether broadcast over
the media, delivered through the mail or presented personally.
ft also includes any oral presentation or statements to
customers or prospective customers, whether delivered over
the telephone or in person, the substance of which is outlinedor scripted in advance for delivery to such persons.

rV. SECTION-BY-SECTION ANALYSIS

Section (a) General prohibition

This section provides the general rule governing
all cornrnunications with the public and is the only portion
of the Rul-e applicable to routine day-lo-day communication
hrith customers. That means that routine customer contact
would not run afouL of Rule 2-29 as long as it is not frau-dulent or deceitful , is not high-pressuie in nature and doesnot contarn any statement that futures trading is appropriatefor all persons, NFA believes that the generel proliUition
should not hamper free ,and open communication wilh individual
customers on a day-to-day basis. In Ehat regard, it is
expected that Business Conduct Committees $rould not find
such comrnunications to operate as a fraud or deceit in the
absence of evidence of such intent or recklessness oo lhe
Part of the Member or Associate. r

* However, it rnust be noted that much, if not ail, of thebenefits lo customers of the disclosures and cautionarv
statement.s required to be included in prornotional mate-rial
by other sections of RuIe 2-29 and other disclosure state-
ments reguired by CFTC and NFA Rules (e.9., the risk disclo-
sure statements lequired by CFTC Rule 1-5 and NFA Compl iance
Rule 2-27) can be intentionally diminished in the courle oforal comrnunications wittl, customers. To avoid that result itis expected that Business Conduct Committees will presume
intentional or reckless deceit in instances where -a 

Memberor Associate specifically contradicts or downplays any dis-closure statenent required to be made by CFTC or NFA iules.
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Section (b) Content of Pronotional Material

This section sets out the specific prohibitions
and requirements applicable to promotional material, as
defined. Subsection (1) bans rnaterial likely to deceive the
public. Proof of violation of this provision does not require
proof of a specific intent to deceive. This subsection
inst.ead places the burden on the Member to determine whether
the naterial is likely to be deceptive in effect. Of course,
to f i.nd a violation of this subsection a Business Conduct
Committee rrould have to find that the Member or Associate
reasonably should have been able to determine that the material
was likely to deceive. The fact that someone was actually
deceived would not by itself be enough.

Subsection (2) deals hrith facts only, It requires
that the facts which a !,tember or Associate chooses to include
must be true and that no facts knowingly be left out which
are necessary to make the facts stated not misleading. !{ith
that exception, this subsection does no! r_sSgl-Ie the disclosure
of facts. As with subsection (I), a negtTlEiEE-standard
would be applied in findlng violations of subsection (2) for
making material misstatetnents of fact in promotional material.
Honever, because evaluating omissions is a much more djfficult
task, this subsection applies only to knowing omissions --i.e., instances where the person preparing oi revi,ewing the
promotional material knev, the omitted fact and fail.ed to
include it. This knor^rj.edge requirement Ray conplicate theproof necessary to establish a violation of this subsection.
Holrever, knowledge can be inferred from a pattern of failures
to include a material fact, the ornjssion of which nakes the
pronotional material misleading. Once knowledge is established,
the decision $hether the failure to incl-uale a fact makes the
promotional material misleading in violation of RuIe 2-29will be made by a Business Conduct Comnittee under a standard
of reasonableness.

Subsection (3) reguires a statement of risk to
"balance" any discussion of the possibility of profit. ?he
requirement that the statement of risk have equal prominence
is not intended to mean that the reference to risk must be
as long as the discussion of the possibj.lity of profit or
indeed to inpose any unbending measure of piorninence. It is
intended to mean only that in the context of the particular
pronotional material the. reference to risk of loss must not
be downplayed or hidden.

Subsection (4) is intended to apply to the pre-
sentation of the hypothetical or sirnulatel- rlsults of-a
traaiing systern. It is not intended to apply to references
by a Member or Associate, to the profit n-njcir could have been
made if a particular trade had been made or position taken(in orcler, for example, to itlust.ate the eftect of the
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Ieverage available in futures trading), provided that the
balancing statement requireci under subsection (3) of the
Rule is included. subsection {4) requires a]l Members and
Associates to handle presentation of hypothetical perforrnance
results (whether or not presented or discusse<i in tabular
form) in the same manner as is eurrently required of CPO5
anal CfAs. AII llembers and Associates are reguired to P!o-
minently display the folloning language along with any hypo-
thetical or simulated performance:

"HYPOTHETICAI OR SIMULATED PERFORMANCE RESULTS HAVE
CERTAIN INHERENT LIMITATIONS. UNLIKE AN ACTUAL PER-
rOR}1ANCE RECORD, SIMULATED RESUITS DO NOT REPRESENT
ACTUAI TRADING. ALSO, SINCE THE TRADES HAVE NOT ACTU-
ALLY BEEN EXECUTED, THE RESULTS MAY HAVE UNDER-OR-OVER
COMPENSATED FOR THE T!{PACT, IF ANY, OF CERTAIN MARKET
FACTORS, SUCH A5 I,ACX OF LIQUIDIfY, SIMULATED TRADING
PROGRAIi,IS IN GENERAL ARE ALSO SUBJECT TO THE FACT THAI
THEY ARE DESIGNED WITH THE BENEFIT OF HINDSIGHT. NO
REPRESEMTATION IS BETNG I{ADE THAT ANY ACCOUNT WII.L OR
IS LIKETY TO ACHIEVE PROFITS OR LOSSES SIMII"AR TO THOSE
SHOWN. "

Subsection (5) requires the l,ternbe r or Associate to
make a statenent in the pronotional material concerning the
predictive value of past lesults if reference is made in the
mater!aI to past traCing !esults.

Subsection (6) does not require discl.osure of past
performance of managed accounts, * ft does reguire that if
performance infornation is given, it must be representative
of the actua! performance for the same time period of all
reasonabiy comparable accounts. Hence, under subsect.ion (5)
a Member could not advertise the performance of a "model"
account unless that performance is representative of aII
reasonably comparable accounts.t* Subsection (5) also makes

* CPOS and CTAS are, however, subject to such a reguire-
ment through the CFTCTs Part 4 Rules.
** The Comnittee expects that a Member or Associate could
excluile from "reasonably cornparable accountsn those that
rrere actually traded pursuant to a different trading stra-
tegy o! those lhat were traded independently of the accounts
in the program for which performance is cited. With respect
to the guestion of independence the indicia of independence
listed in t.he C!'TC's statement of policy concerning when
accounts should be aggregated for position Iimit purposes
would be useful guides for Members, Associates and Business
Conduct Committees. Statement of Aggregation policv, 1L977-
80 Transfer Binderl Comn. Fur. L. Rep. (CCH) f20;837 (,lune
13 , 19 79 ) ; 44 Fed. Req. 338 39 .
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expl!cit in this context the Mernbers' existing responsibili.ty
to be able to demonstrate that performance information is
accurate and representative.

The use of performance information in plornotional
material is, of course, subject to all of the content standards
of RuIe 2-29, and compliance irith subsect.ion (b)(5) will not
excuse violations of other subsections, If in presenting
performance infornation for an account or group of accounts,
a lUember onits facts about those accounts o! the dlfferences
between those accounts and the account being promoted, and
the onission makes the material misleading, the use of the
material violates subsection (b)(2) even though the performance
information given is acculate and is lepresentative of all
reasonably comparable accounts in compliance with (b)(5).
?his interaction of the requirements of subsections (b)(2)
and (b)(6) will come into play whenever a Member chooses to
present perfornance inforrnation about an account or program
which differs rnate!iaIIy fron the account or program being
promoted -- for exarnple. where perfornance information about
a house account is used, or where ttading control or strategies,
conmission rates or account sizes which appliecl in the account
or program for which performance is being shown differ from
those which will apply in the account or program for $hich
the customer is being solicited. Under the Rule, a tlember
is free to use as a sales tool perfornance information about
accounts which differ fron the accounts being promoted, but
must lake care to ensure first, that the performance informa-
tion complies with subsection (b)(5), and second, that the
differences are explained to the extent necessary to make
the pronotional tnater.ial not rnisleading.

rinally, subsection (6) requires that rate of
return must not be calculated in a manner inconsistent with
that required under the CFTC's Part 4 Rules, which itef ine
rate of return as the ratio bet$een net perforrnance and
beginning net asset value for the period. TLris is not intended
to reguire that the precise Part 4 formula be used in aII
cases but rather to prohibit the use of methods which lead
to rates of return which are materially higher thao those
produced by the Part 4 met.hod.

Section (d) Written Supervisorf' Procedures

In recognition of the fact that promotional material
may be prepared by many individuals within a Membe!,s organl-
zation, this seclion reguires that promotionaL material be
reviewed and approved by sorneone in a supervisory position
before it is used. It should be emphasized, however, that
even communications with the public which do not falI rithin
the def ini,tion of promotional material must be aliligently
supervised under other existing NFA and CFTC rules.



Sectlo! (e) Recordkeepinq

This section is intended to provide a \ray in which
NFA can conduct meaningful sales practice auditE which \riII
reveal both the content of prornotional material and whether
the supervisory procedures required under section (d) are
being carried out. fn addj.tion, this section contains a
requirenent that luembers irho use hypothetical pelformance
results be prepared to demonstrate to NFArs satisfaction the
basis for such results. This means that l{enbers must maintain
the records necessary to docunent how the hypothet j.cal results
gJere calculated.

Section (fl Filing slth NFA

This section is intended to aIlow NFA to maintain
close review of promotional materials in circumstances where
special scrutiny is irarranted.
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Joseph Ii. irarrison, Jr. GENERAI Cjlj:lr:,'; i;ilgtcenera1 Ccunsel
Naticrral nrtxrres Associaticrr
200 West }bAison Street, Suit€ 1600
Cbicago, r[j-nois 60606

Re: NFA CctrIt)lj.ance R]Ie 2-29

Dear I!t!. Ha:=isor:

ox rdo\rsber 19, 1985, tlre Ccnmissicn app::oved E?. Ccnplian€ Rrl-e 2-29
as sutrnitted jrr fcur Letter of Jr:ne 7, J.985, pr:rs:anu to Sectj.on 1?(j) of tle
ConrndiQr E<change Act. Itlis rule deals rrrith ccnrnz:icab.cns vrith r!= 'riric
(including tlE use of prcirDticnal naterial) by NFA rE lbers anrl their
assejated persons durillg the course of coducting tfeir emrpaity firtrres
arul opticr busjness. Cqlsistent vdth t}le Ccnrnission I s ug1al pl:actie jn
rerrierjrrg and agprolJ:i:El nrl.e submissicrs, tle Ccnrnissicn iras rclied qn
repr:esentations made to the Ccnnrissicrr ald its staff as vreIl as q)on statts
n€nts [ade in previors rptices to NFAi s as to hdd tbe n]l€ t{qrld
be interpreted.

In this :regard, ]zou have agreed to provide additioal clarifications
of various issues jlt t}e ncrtice that NEA htends to give to its rsrberslajp
concernirg the fupferertaticn of cdrpliance tule 2-29. 'rtp {icnntlssjicn
urderstands ttrat, arDng otter points, lur vriJ.I rnake clear hor tle !F IGA
requi-rerents r€late to the ontent stardards for disclosu:c rbut> , i
established b!' Part 4 of tt€ @rmission's rcgufatj,m ard ttEt, irr 1xr:l-rcr:Jar,
Subsectior (b) (5) of R:le 2-29 Sngnses q1 :&lifiql{, strEcific se5'rutt
requil'ellEnt on suc]r docuents. l,ltr-ile t]at requfulsrEnt is rpE at pr€serrt
ecplicitly reguircd by tlE Part 4 nrles, tle Ccnmissicn be.li:ves tlrat such
disclosure is not irccnsistent with ttpse n:les ard urderstatrds r rrFrletrspn',
ttrat such disclosure is alp not incssistent wittr reLevant povisicrs of
applicable securities larrs gcnrerning tte offer, trxrrcluse or sal-e of fuIterests
5-r. a orrodidz pool.

In alT)r('\rjrtg R'rle 2-29, t]E Cqmdssiqr has rsted yq:r cfirttiursrt t]lat
NFA lrrill, in tte rpLice to nenbers, clarify tne remrd*eeping requilssrt
ontaired i-n Sectiqr (e) of the nrle. Specifically, tlat portiot of the r:l-e
pro\rides tllat copies of alr prcnoticnal rmterial, afong witlr a re@rd of tlE
nEtber's regriJed rsrriq.r ard atrprcwal-, be naintaired andl be arrailable for
exanirution for a 1=riod of tlr€e years f:rcrn tle dlate of tle last use. In
rcvisdng tlE nrLe, Ocnmissi.cn staff vas qrcerned abort ttE irpu€d effect
of t}re ptajn farguage of that requierEnt vis-a-rris tle reord reterttisl
requi-rsrents ifiposed rqpn NlAr s nEnbers by tlE Art ard @missico
regtrlatiors. Yqr have roted i! correslurderre r.dttr Ocnmissicn staff tlnt
tl.is pmrisicn can not superseae tle Gmissicnr s general. reqrdrse:ts tbat
necords be l<€pt. for five yearst r:atlEr, NEA| s prc\zisian is futtsded to

t'
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esEabl-jsh a rEqrliJerlEnt that a fiEfiber'E reoords be eadilv accessjSle for t}te
first three cf ttpse firze years (not just for trro lrears. as wq:ld otlenrlse
be the case uniler the Ccnrnissicnr s regufadons). Tbe Cdraissidr, tie!:'efce,
does nst visr NFA'S nr1e, as so deseibed, as conf.lictiJg with ttre
Cccmissidrr s ::egrlatory sctsrE so lorgr as NEAts uenbers are rpt rnisled as to
the fult extent of tbat \dtlich is regujred uder both NEA CcrryU.an€ Rde 2-29
ard Ccrmrissj.qr legulatisrs. Acordjrgly, r&Li-b tfE Cqmi"ssicn agrees tlut a
discrrssicn jn tle notie to rsrbers is esserrtj.dr, Nm shclrld also qlsjder
aac6l*q a vlarifyj.rtg arEneent to Secticr (e) c irtsertirg a ncrte in NF?.rs
rulebook to ral<e clear tlat tlds record r€tenticn requi!€rert is srplr'i.aurtar1'
to, ard iloes !!rt diminish, t}oee of tlE ccrrmissidr. In prtianlar, liEa
rErbers slpuld be specifically amre of tle pouisicrof Cqmdssior Regul,a-
tjons 1.31 (a) (1) ' 1.35(a), 1.55(c) , 4.23lal (9), 4.32(a) (71 , 32.7, anl 33.8,
all of vtrictr relate (at least in trart) to the leterrticl of prrnotjcrra*
material, includjllg disclosure statsEnts.

the Ccnn{ssicn also understards that the applicability of Ccrpli rrEe
turJe 2-29 to disclosur€ of tlE disparate ta. treatrrE rt betrde€D mmicipsl
securities and fuh:res contracts cr a m:nJ-citrnJ- securlties irdex rril. - be
clarified jlr the l{)@ijg Do'Lice to nsdrers. Specjfically, tte Ocnruissicn
unde.-starv.r: tlEt Nm iJlterds to raiter:ate that.rEither pssticna:. !!€teria.l
nor routj-ne oral ccnrnrnicaticrrs by any NIB leldrer G assocjate nq, loe
deceptive ill that regard, and that cmissicn of Eudr !troosation in custmr
€tnudcaticns or pruoticrral [Eterja1 rurld be deaed lnterially uis]exlirq
if a crrstcmer is enoaraged to trade tlp firtr:res €ntrast as a srbstitrrte for
funrestrrEnt jn tbe actlal tlderlyirg mmiciFl securities.

Wi*t respect to t}re nLers general fohibiticsr against trigfryssurc
ccrnrudcatisrs, the Ocnmission belieryes that tlE issre of r&at @rstit*96 a
"hig&r1ressure" eq4rroar:h is qre fc wilich NFA wilt ne€d to gi\re fur ther
csrsideraulcn as it contjlr|Es to &ryeLp a fi:IL body of r:rrjfor,
irdlsgyqUe sales pa:actice stardards. Althclldr tle Cmissidr ibes tpt
belie\re tnat adailicral elucidatim of ttris aryect of the nle is esseudal
at this gtre, NEA wiII have to a&rEss srct Eestiors as to $t at ertg|t
gutunicaticns are aignrSressure. ll.EtlE grlidat€ tV lgA jn tte futr:re is
ad\risable so that t{!},r s ns$ers wjJl have a better uderstardirE of the
statdads rrder wtddr tlel' are aeectea to @r&rct tlsselr=s. In addiLidr,,
dr a sq)arate but leLated point, NFA should at'this tirE mke ..]eF!' to its
ne*ersnip tbat tbe supewisory reqEirsrEnts of SecLi.ct (d) of Rrl€ 2-29
tnardate not @Ily prior revielv ard 4l)roval of aIL grcrcti.cnl rat€ria1, as
eq)licitly stated jn tte n:le, brt al$ foceAEes s.lch as rcuthe turitciJE
of ccrversatiqrs rrith custdErs to ensuile ttrat tle nErl.rIs a,s$ciated
perssls are not engag5ng in eitlEr high+>ress::re or otlnr caL saLes
qrurricaLios that .lrjoiate tfre pirit and letter of Ccrpliane Rrle 2-29.

Finally, tlte Ccmrlesi.m rgtes that rnder SecL-i.cr (b) (2) of tlE :r:Le,
NFA i"s protribitjr4t krcfiirrg cmissisrs flcrn 1>r rrLicnpJ. Eterjal of lrEri.aL
facts ht noE such cmissicrs $trere tfE NFn 'rsdrer c assoclrte strrrld lgp
lsrorm that t}te cmissj.m ntat<es tne poi@timal reterial mi slaaeiog. Ycrrr
nsrbeiis strculd n@etbeless be €[mr€ that cdrplian€ tit! tbat NEA cE[tteBt
standerd pL€dicated dr an ab€ene of acbal lctcrrtledEe of tbe mi-sJ-ead.i-rg
nat ne of an crnissicn 5l tb prcrctioal reteria.l does Et pd€c:Lre Ure
Cclmtissicn f4s1 at leg"i'rg violaLiors of t]te Act, and hntssicr reguhti. ng
*rere tle Ccnrnissicn beli.eves tltat tie NIA der G aasi.ab sbcnld lsve
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]<rlcr^n Urat such an <rnissiqr ltDuld be misleadlng. lltus, for exarple, with
req)ect to Part 4 di sclosu]3e docr.rents, qmodity pool operators arte
ccmodiQt U:aalng adtrisors are sq)licitly re$dred b5r @mlssicn rFglufaticrs
to @rrec! defects fur t]teir disclosr:re docwents wtren the\r kncr or shorld
lgrchr tbat the docurents are rnaterially inaccr:rate or iaodrpbte in any reErcc-
(Regulations 4.2I (bl ard 4.31 (b)).

In closjnq, tle Cmissicn understarrls tjtat NEA iJrtslds to El€
Oopl5ance Rrle 2-29 effeotsLrze .ini Ediately but el*)ects to altdtr a nt€agdlableo
period for nsbers to est€blistr tle saervisory ard lecordkeeiDg proceAues
reqtdrcd ty tjte rule. lthe @mdssisr fiirtlEr understards ttat NIA htends to
allcrl its nesbers aE[lrcldrrBtely 45 dal's within t tlich to qforor tlei.r.pm-
ticnal materiaf to the nsr requjrsrEnts as nay be trecessarl'. Pl-ease aAriee
t}le @mdssicl as to tJle Et€ps NEA tal(es witi :rEEct to tle tfudng to the
nenr nrLe's fuq>lefiErrtatian. I'ib0reo\/er. iJr lidrt of tbe additicrnl poirts
descri-bed in tlis letter and tbo€e ritrfuh ycu have otbertdse bdicated to
Ccnmissior staff rf€u].d be inorporated i.rlto t]E nctice to NEA's nanbers, t]re
Bunisslcn r€quests tnat lEu provUe t}|e C(ltldssidl, thrnrgtr its Dlvialcn of
Trading and ltarirets, witlt tlle cEl)orflnity to erieirE i.rt afinne a cc6ry of t}le
prcposed rctie.

Verl' t:1rly lu:rs,

fi /o&/*



I'I'TED STAIES OF AI/|ERICA

COMMODITY TUTURTS TRADING COMMISSION
2Itss K Sttcct, N.W'

Wrlhlnglon, D'C.20581

August 22, 1985

Joseph H. Ilarrisdr, Jr., Esq.
Gsreral Cornsel & Secretary
tlational Futures Association
200 l€st Maeison Street
Chicago, Illi-rpis 60605

Re: NFA Byl&,/ 305, Sclpdule A, Sectians I(c) arri I(d)

Dea.r Mr. Harrison:

On August 2!, 1985, the Ocnnr-issicu'r appro\red arertrrents to tle
captioned bylaw as sulndtted ir, your letters of June 7 ard August 19' 1985,
1r:rsuant to Section 17 (j) of tle Ccmodity E(clEnge AcL. These rules r'rere
arerded in anticipa.tior of tle Ccnmission delegati-ng to NFA t}re authority to
deny, corditicn, suslEnd, :restrict arrd revoke reg:istraticrrs in any
registration cat€gory for vfiidr NFA has. assr.lrEd otler registration firnclions
urder tlrc Act. lte procedures s$odied b tlp anerded rules closely paralIel
tlose specified by tne Ccnmission in Part 3 (Subpart C) of its re$datiqrs.

llte Ccnrnissiqr lelrdrds NFA tlnt tlese rules, altlough apprweC by
the Ccnraissiqr, rrray not be inplarented until t]te Ccnnission issues a fornal
older to defegat€ tle neessary autlDrity for NFA to deq/, cordition, sr:s-
pend, rest:ict ard rernke regist:aticns. As )Du ale ae,are, tlE C(tfirLission
has stated its intention to &legate t}at autlDrity to NFA no later tllan
Octder 1, 1985, ard tlE Ccnmissicn is ontirmj-ng to proeed tsmrd this
9€1.

Very truly 1ours,

k"-- Q kxfi(-
i Jean A. I{eS
\deffetarv of tle Ccnmissicrr

lRfE_Q_ElVE
l'-t1 tril z {l 1'i?i

lJ\EcEfvi:.
GENERAL COUNS[L'S CFiICE
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J\ NATTONAL FUTURES ASSOCTATTON

| | 2m w.MAD|SON ST.CH|CAGO, t1.60606.(312) 781.1300

***

August 19, 1985

Ms. Jean A. Webb
Secretary
Office of the Secretariat
Comnodi ty Futures Trading Commission
2033 K Street, N.W.
washington, DC 20581

Re: National Futures, Association, proposed Amendmentto NFA Bylaw 305, Schedule A, Secti-on 1(d)
Dear Ms. Webb:

T TIIE AMENDMENT

BYLAWS OA
NATI ONAL FUTURES ASSOCIATION

***

CHAPTER 3
MEMBERSIIIP AND ASSOCIATION WTTH A MEMBER

Amendment to NFA Bylaw 305, Schedule A, Section I(d),
Proceedi.e='s t.o deny, condition, suspend, restrict or revokeRegistlation (the following replaces paragraphs lO(c)(i), (ii)
and (iii) of the June 7, 1985, submission):

By letter dated June 7 , L985, National lrutures Association
("NFA" ) submitted to the Comrnodity Futures Trading Commissionfor review and approval. certain amendments to NFA Bylaw 305,
Schedule A, sectionS I(c) and I(d). The following ievised
proposed amendment to Sect:.on I(d) was approved bi NFA, s Boardof Directors at its meeting on August 15;-L995, aid is herebysubnitted pursuant to Sectr_on 17(j) of the Conmodity ExchangeAct ( "the Act" ) as amended, for colrunission review and aoproval.
The. corresponding portions of the previous submission ai! accordingly
withdrawn.
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Byl,ar., 305. Registration and Prof ici-ency Requireme.rts

***

Schedule A

i**

I. Registration
***

(d) Prccedings to Deny, Condition, Suspend, Rest!:ct or Revoke
Registration.

tl*

(10) orders .
***

(c) (i) Any final order o. NFA denying registration
shall remain in effect pending ar y review initiated or gr:anted
by the Co:mrni s sion .

(ii) Any final order of NFA suspendir.g, restrictinft or
revoking registration sha1l become effective 15 days afterr
service orr the registrant unless within that time a petition
for revier by the Comrnission is fiLed in accordance with Com-
mission rergulations, or the Commission j-nitiates review.

(iii) Any final order of NFA granting or conditioning
rgistration sha1l become effective 30 days after service on
the applicant unless the Commission otherwise directs. Prior
to such effective date, registration shal1 not be granted.

II. EXPLANATION

The purpose of this revision is to ha rm<.rr-. j ze NFA I s
rules for the conduct of proceedings to deny, conditicn, suspend,
restrict or revoke registration ( "the Ru1es" ) with the regulations
h/hich NFA und.erstands the Comrnission will propose concerningr
Comrnission review of any adverse action taken by NFA in such
proceedings.

The Cornmission staff has pointed out that NFA|s proposed
Rules for the conduct of such proceedings do not detail the
procedures for the conduct of hearings before the Membership
Conunittee. It is NFAr s intention to conduct such hearings
generally in accordance with the standards set fort in NFA
Compliance Rule 3-6, which deals with hearj.ngs in Compliance
matters before the Reqional Business Conduct CoFmittees.
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The Conmission staft has also asked about the absenceof a specific tirne reguirement tr.rr the rendering of an initialdetermination by the president of NFA under parigraphs 4(B),6(8) and 8(B) of the Rules after the parties have mide theirsubmissions. NFA will establish inteinal procedures designedto ensure that proceedings under the Rules are conducted ina timely manner consistent with the Act and the Commission'sregulations thereunder.

F'or the Commission's convenience and information
I:-""glgsg a separate_copy of the propr:sed Amendment to Bylaw305, Schedule A, Section I(d) whch sel; forth the Rules iitheir entirety' including the re.zisior., submitted in this letter.

Very truly yours ,

,@^ n D%_
Karen M. Dorff
Attc rney

KllD,/de l-

008,/305r (d )

cc: Chairman Susan M. phillips
Comrnissioner Kalo A. ginl^.t
Comnissioner Fowler C. hlest
Cornmissioner William E. Seale
Commissioner Robert R. Davis
Andrea M. Corcoran, Esg.
Kenneth Ir,l . Rai s ler , Esq .
Dennis Xl-e jna, Esg.
Kevin M. Foley, Esq.
Kenneth M. Rosenzweig, Esq.
Linda Kurjan, Esq.



N /T\ NATIONAL FUTURES ASSOCIATION
.|]-
I ll | !zmw. AorsoN sr.cHtcAco, 11.60808.(312) t81.1300

August l5, 1985

PROPOSED AMENDMENT TO BYLA!{ 305, SCHEDULE A' SECTTON
I(d): PROCEEDINGS TO DENy' CONDfTION' SUSPEND' RESTRICT
OR REVOXE REGISTRATION

BylaF 305. Registration and Proficiency RequireDents.

***

Schedule A

tlt

I. REGISTR,ATION

(d) Proceedings to Deny' Condition, Suspend' Restrict or Revoke
Registration.
(f) Service.

(A) For purposes of any proce-eding to deny, conclition,
suspend, restrict or revoke registration, service uPon an
applicant or registrant will be sufficient if mailed by reg-
istered mail or certified mail return receipt requested' Pro-
perly addressed to the applicant or registrant at the address
shown on the application or any amendment thereto. Service
wiIl be complete upon mailing.

(B) A copy of any notice served in accorclance h'ith para-
graph l(A) shall also be served upon:

(i) Any registrant sponsoring the aPplicant or regristrant
pursuant to CFTC Regulations 3.12 or 3.16 if the applicant
or registrant is an individual registered as or applying for
registration as an associated person; or

(ii) Any futures cornmj,ssion merchant which has entered
into a guarantee agreement pursuant to cFTc Regulation I.10(j)
with an applicant or regj.strant applying for registration
or registered as an introducing broker.

(C) Documents serveil by an applicant or registrant upon
the Secretary unCler this Section shall be considered served
or filed only upon actual receipt at the offices of National
Futures Association, 200 W. Madison Street, Chicago, IIlinois
50505.
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(2't Withclrawal of application for registration.
(A) Noti-ce. Whenever information comes to the attention

of NFA that an applicant for initial registration in any capac-
ity may be found Eubject to a statutory disgualification under
Sections 8a(2), 8a(3) or 8a(4) of the Act, the Director of
Compliance or the Director's designee nay serve written notice
upon the applicant, which shall specify the statutory disqualifi-
cations to which the applicant may be subject and notify the
applicant that:

(i) The information, if true, is a basis upon which
the applicantr s registration may be denied;

(ii) Unless the applicant voluntarily withdraws the
application, it may be necessary to institute the denial pro-
cedures described in the following paragraphs; and

(iii) If the applicant does not confirm in writing that
the applicant wishes to have the application given further
consideration, the application wilI be deemed to have been
withdrawn.

(B) The applicant must serve the r,rritten confirmation
referred to in paragraph 2(A)(iii) upon the Secretary within
twenty days after the date the Notj-ce is served.

(3) Notice of Intent to Deny, Condition, Suspend, Restrict
or Revoke Registration -

(A) Notice of Intent. On the basis of information ob-
tained, NFA may at any tj-me serve a Notice of Intent upon
any person reguired to register under the Act pursuant to
Section I(a) of this Schedule A that:

(i) NFA alfeges and is prepared to prove that the appli-
cant or r.egistrant is subject to one or more of the statutory
di sgua lif i cations set forth in Sections 8a(2),8a(3) or 8a(4)
of the Act t

(ii) 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 (if
the Notice of Intent proposes conditioning or restricting
reg.istration, the Notice shall specify the conditions or restric-
tions ) ; and

(iii) The applicant or registrant is entitled to have
the President consider written evidence of the type 6et forth
in paragraph 3(B) in determining whether the applicant or
registrant is subject to such statutory di squa 1i-f ication.
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(B) Scope of Written Submission. ff the statutory dj.s-
qualification a].leged is set forth in Section 8a(2) of the
Act, the scope of the applicantrs or legistrantrs written
submission shall be limited to challenging the accuracy of
the allegations set forth in the Notice of Intent, including
evidence as to (l) the applicantr s or registrant's identity,
(2) the existence of a clerical error in any record documenting
the statutory disqualification, (3) the nature or date of
the statutory disqualification, (4) the post-conviction noalif i-
cation of any record of conviction or (5) the favorable dis-
position of any appeal. If the statutory di squali f ication
alleged is set forth in Section 8a(3) or 8a(4) of the Act,
the scope of the applicantrs or registrantr s vrritten submission
shall be limited to the information set forth above and the
type of information set forth in paragraph 6(D). Such written
submission must be served upon the Secretary wj-thin twenty
days after the date of service of the Notice of Intent upon
the applicant or registrant.

(C) The Notice of Intent shall inform the applicant
or registrant of the procedures which will be followed if
no written submission is made in accordance with paragraph
3(B).

(4) Authority to Deny Registration Pursuant to Section 8a(2)
of the Act-

(A) Reply. If an applicant who has received a Notice
of Intent to deny registration based on a statutory disgualr-
fication set forth in Section 8a(2) of the Act nakes a written
submission pursuant to paragraph 3(B), the Director of Com-
pliance may within ten days of the receipt of such submission
submit to the President and serve upon the applicant a written
reply .

(B) Determination- After the receipt of the applicantrs
written submission and any reply thereto, the President shall
determine r4rhether the applicant is subject to a statutory
di sgua lif ication under Section 8a(2) of the Act. Such deter-
mination shall be based upon the application, the evidence
of the statutory disqualification, the Notice of Intent with
proof of service, the written subrnission filed by the applicant,
any written reply submitted by the Director of Cornpliance
and such other papers as the President may reguire or permit.

(C) Order. Within 30 days after receipt of the appli-
cantr s written submission and any reply thereto, the President
shaIl issue an orcler granting or denying registration.
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(5) Default of Applicant - 8al2) Denial.

(A) If an applicant for registration who has received
a Notice of Intent to deny legistration based on a statutory
disqualification set forth in section 8a(2) of the Act fails
to make a tinely written submission in accordance vrith paragraph
3(B):

(i) The applicant will be deened to have waived the
right to submit evidence in writing on all issues, and the
facts stated in the Notice of Intent shall be deerned true
for the purpose of finding that the applicant is subject to
a statutory di squa lification under Section 8a(2) of the Act;
and

(ii) Twenty days after the date the Notice of Intent
to deny is served upon the applicant' such Notice shalI become
a final order of NFA denying tegistration. NFA shall serve
\^rritten confirmation upon the applicant that registration
has been denied.

(B) Vacating the order. An applicant for registration
against whom an order referred to in paragraph 5(A)(ii) was
issued may file a petition and supporting affidavit ti'ith the
Secretary if the Notice of Intent under paragraph 3 was not
tirnely received by the applicant. .Upon receipt of the petition,
the order shall be vacated, and NFA shal1 serve upon the appli-
cant a copy of the Notice of Intent required under paragraph
3. The procedures set forth in this paragraph 5(B) shal-l
be available only once to an applicant.

(5) Authority to Suspend ancl Revoke Registration Pursuant
to Section 8a(2) of the Act-

(A) Reply. If a registrant rdho has received a Notice
of Intent to suspend or revoke registration based on a statu-
tory di sgua Ii f ication set forth in Section 8a(2) of the Act
makes a written submission pursuant to paragraph 3(B), the
Director of Conpliance may vtithin ten days of receipt of such
submission submit to the President and serve upon the registrant
a reply.

(B) Determination. After the receipt of the registrant's
written submission and any reply thereto. or if no written
submission is rnade, the President sha1l determine whether
the legistrant is subject to a statutory di sgua lification.
such determination shall be based upon the evidence of the
statutory di sgua Ii fication ' the Notice of Intent with proof
of service, the trritten subrnission, if any, filed by the regis-
trant in response thereto, any wlitten reply submitted by
the Director of Compliance and such other papers as the Presi-
dent may require or permit.
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(C) Suspension and order to show cause. (i) If the
President deterrnines that the registrant is not subject to
a statutory disgualification, the President shall issue an
order to that effect.

(ii) If the President determines that the registrant
is subject to a statutory di sguali f ication , the president
shaIl issue an interirn order suspending registration and requir-
ing the registrant to show cause to the uembership Comrnittee
or its designated Subconmittee within twenty days of the date
of the interirn order why, notnithstanding the existence of
the statutory di squalifi cation, the registration should not
be revoked. The registration shaLl be suspended effective
five days after the interim order is served upon the registrant,
and such suspension shall remain in effect until a final order
with respect to the order to show cause has been issued:
Provided that, if the soLe basis upon which the registrant
is subject to a statutory di sguali fication is the existence
of a temporary order, judgnent or decree of the type described
in Section 8a(2)(C) of the Act, the order to show cause shal1
not be issued and the registrant shatl be suspended until
such time as the temporary order, judgment or decree shall
have expired: Provided, however, that in no event sha]l the
registrant be suspended for a period to exceed six rnonths.

(D) Reglstrantrs Response. W{thin twenty days of the
date of the order to show cause, th6 registrant mai file with
the Membership Comnittee or its designated Subconmittee a
r^rritten response which may include briefs, affidavits and
supporting rnemorandums, but in any event shall be limited
r-n content to :

(i) Evidence, not previously set forth in any written
submj.ssion filed under paragraph 3(B), challenging the accuracy
of the allegations establishing the statutory di squal ification;

(ii) The existence of any facts which constitute a clear
and compelling showing that, notwithstanding the existence
of the statutory disgualif ication, the continued registration
would be in the public interest; or

(iii) In the case of an associated person, written con-
firmation by the registrantrs sponsor that, notwithstanding
the existence of the statutory di squalification, the sponsor
is wilJ-ing to supervj.se the activities of the registrant subject
to such restrictions as the Membership Committee or its desig-
nated Subconmittee shall impose: Provided that, with respect
to such Eponsor, (I) an aaljudicatory proceeding brought by
or before the Commission pursuant to the provisions of Sections
6(b), 6(c), 6d o! 8a of the Act is not pending, and (2) in
the case of a sponsor which is a futures commission merchant,
the sponsor is not subject to the reporting reguirements of
CFTC Regulation 1.12(b).
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(E) Reply. within ten days after receipt of the regis-
trantrs response, the Director of Compliance may subnit to
the Membership Conmittee or its designated Subcorunittee and
serve upon the registraDt a reply.

(F) Oral hearings. Oral hearings shaIl not be granted
except under extraordinary circumstances and upon nritten
request to the Uembership Committee or its designated Subconmit-
tee. Such request shall include the issues to be addressed,
the evidence to be adduced and a showing of conpelling need.
If the Membership Connittee or its designated Subconnittee
determines to grant a request for an oral hearing, the hearing
shall be conilucted pursuant to paragraph 9 as the Membership
Committee or its designated SubcoNnittee deems necessary and
in a rnanner which shall ensure that the proceeding is resolved
expeditious ly.

(G) Order. Within 30 days of the receipt of a regis-
trant's response to the order to show cause, and any reply
thereto, the llembership Conunittee or its designated Subcommittee
shaIl, upon consideration of the record as a wholer make a
finding as to whether the registrant has shown cause why the
registration should not be suspended or revoked and shall
issue an order accordingly. If the l4enbership conunittee or
its designated Subcommittee. on the basis of the showing des-
cribed in paragraph 6(D)(ii), finds that, notv"i thstanding
the existence of the statutory disgiralification, the registra-
tion should not be revoked, the Connittee may issue an order
further suspending the registrant for a period not to exceed
six months. In the case of an associated person the order
may further restrict the registration of the registrant.

(H) Notwithstanding the sponsor's written confirmation
under paragraph 6(c)(iii), the llembership conunittee or its
designated Subconmittee may issue an order revoking or further
suspending for a period not to exceed six months the regis-
tration of an associated persoD and' in any event, may not
issue an order restricting such regi-stration if:

(i) The associatecl person is subject to a statutory
di squa li fication under Section 8a(2) of the Act as a result
of conviction of a felonv or misdemeanor under Section 9 of
the Actr or

(ii) The associated person has been the subject of more
than one proceeding in which f inclings of fact constituting
a statutory di squalif ication under Section 8a(2) of the Act
have been ent€red against the associated person; or

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



(iv) The associated person was previously granted a
conditional or restricted registration and was found to have
failed to confolm to such condition or restriction; or

(v) The associated person willfulIy made any naterially
false or misleading statenent or willfully omitted to state
any material facts in any written submissions filed under
this Section as to any facts which woul,d constitute statutory
di sgua li f ications under Section 8a(2) of tbe Act; or

(vi) The registrant with rrhom the associateil pe!son
is associated willfully made false or misleading statenents
of material fact in the confirmation referred to in paragraph
5(D)(iii) or wiflfully failed to state any material facts
which were required to be stated therein.

(I) Default. (i) If the registrant faiLs to fife a
timely response to the order to show cause, the registrant
shall be deemed in default. The Presialent shall thereafter,
upon a finding that service was effected, enter an order revok-
ing, restricting or further suspending the registration.
such finding shall be based upon the evidence of the statutory
disqualification, any written submission filed by the registrant
in response to the Notice of Intent in accordance with paragraph
3(B) and any written reply thereto submitted by the Director
of Compl iance.

(ii) If the President issues an order under paragraph
6(I)(i) revoking, restricting or further suspending regis-
tration, the registrant may file a petition and supporting
affj.davit erith the Secretary setting forth the reasons why
the registrant failed to file a response to the order to show
cause. Such petition must be accompanied by the registrant's
response. Upon receipt of the petition, the President may,
for good cause shown, vacate the order.

(?) Proceedings under Section 8a(2)(B) of the Act.

NFA wifl not initiate a proceeding based on a statutory
di squali f ication set forth in Section 8a(2)(E) of the Act.
if respondeat superior is the sofe basis upon which the reg-
istrant may be found subject to such statutory di squalif ication.

(8) Authority to Deny, condition, Suspend, Restrict or Revoke
Registration Pursuant to Sections 8a(3) ancl 8a(tl) of the Act.

(A) Reply. If an applicant or registrant who has received
a Notice of Intent to deny, condition, suspend, restrict or
revoke registration baseil on a statutory di squali f ication
set forth in Sections 8a(3) or 8a(4) of the Act makes a written
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submission pursuant to paragraph 3(B), the Director of Com-
pliance nay Lrithin ten days of leceipt of such submission
submit to the President and serve upon the applicant or reg-
istrant a rep1y.

(B) Determination. After receiPt of the apPlicantrs
or registrantt s vrritten submissions and any reply thereto,
or if no written submission is made, the President shall Cleter-
mine whether the applicant or registrant has shown why the
registration should not be denied, conditioned, suspended,
restricted or revoked. Such deterrnination shall be based
upon the evidence of the statutory dj- sgual ifi cation, the Notice
of Intent with proof of service, the written submissions,
if any, filed by the applicant or registrant in response thereto,
any written reply submitted by the Director of Compliance
and such other papers as the President may require or permit.

(C) Notice of Deterrnination. (i) If the President
determines that registration should be denied, conditioned,
suspended, restricted or revoked, the President shalI notify
the applicant or registrant and shalf inform the applicant
or registrant of the right to reguest a hearinq before the
Iuembership Conunittee or its clesignated Subcommittee.

(ii) If the President determines that tegistration should
not be denied, conditioned, suspend.ed, restricted or revoked,
the President shall issue an order to that effect.

(D) Right to a Hearing. A hearing before the lt{embership
Committee or its designated subcorunittee may be obtained by
filing a written reguest with the Secretary within ten days
of the date of service of the Notice of the President's Deter-
mination.

(E) Waiver of a ltearing. If no request for a hearing
is received by NFA within I0 days after the Notice of the
Presidentr s determination has been served, the right to a
hearing sha1I be cleemed to have been waived and the Presialent
shall, upon consideration of the record as a whofe, make a
finding as to whether the registration should be denied, con-
ditioned, suspended, restricted or revoked and sha11 issue
an order accordingly.

(F) Request for a Hearing. If an applicant or registrant
makes a timely reguest for a hearing on the question of hthether
the applicant or registrant is subject to a statutory dis-
qualification under Section 8a(3) or 8a(4) of the Act, or
whether notwithstanding the existence of the statutory clis-
qualification, registration should nevertheless be granted
or shoutd not be conditioned, suspended' restricted or revoked'
a hearing shall thereafter be conducted in accordance with
the procedures set forth in paragraph 9 as the Membership
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Connittee or its designated Subcorunittee deems appropriate.
for purposes of the hearing, the Notice of Intent given in
accordance with paragraph 3 shall be treated as a duly autho-
rized complaint by the President seeking the relief specified
therein, and the request for hearing shall be treated as an
answer.

(G) Order. Within 30 days of the date of the conclusion
of the hearing, the t'lembership Cornmittee or its designated
Subcornmittee shall make a finding as to whether the applicant
has shown that registration should not be denied or conalitioned
or whether the registrant has shown that the registration
should not be suspeniled, restricted or revoked and shall issue
an order accordingly.

(9) Eearing Procedures.

If an applicant or registrant reguests a hearing before
the l"tembership Connittee or its designated Subconmittee a
record of the hearing shall be kept. At such a hearing the
applicant or registrant may be represented by counsel, submit
evidence, call and exanine witnesses, examine the evidence
upon which the President made a deterrnination and at the discre-
tion of the Membership Conrnittee or its designated subcorunittee 'present oral or written argument.

(I0) orders.
(A) Any order issued by the President, the t{embership

Cornrnittee or its designated Subcommittee under this Section
(except an interim ord.er susPending registration Pursuant
to paragraph 6(C)(ii)) shall become a final order of NFA on
the date it is served upon the applicant or registrant. A
copy of each final order issued by NFA shall be served uPon
the-Commission at the same time it is served upon the applicant
or regi strant.

(B) Any final order of NFA vthich denies, conilitions'
suspends, restricts or revokes registration shall inforrn the
applicant or registrant of the right to petition the conmisslon
foi review under section 17(o) of the Act and applicable cornnis-
sion regulations -

(C) (i) Any final order of NFA denying registration
shal1 remain in eifect pending any review initiated or granted
by the Comnission.

(ii) Any final order of NFA susPending, restricting-
or revoking registration shalI become ef f ectj-ve 15 days after
service on the registrant unless within that tine a petition
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for review by the Commission is filed in accordance with Com-
mission Regulations, or the connission initiates review.

(iii) Any final order of NFA glanting or conditioning
registration shaIl becorne effective 30 days after service
on the applicant unless the CoNnission otherwise directs. Prior
to such effective date' registration thall not be granted.

qn ( D8,zFI8 )


