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N^/1\ NATTONAL FUruRES ASSOCTATTON

t ll I l2@ W. llADl8Or{ ST.CHICAGO, ll.cc6.(312) 7E1.t4,0

l,larch 14, 1989

Ms . Jean A. Vfebb
Secretariat
Connodity Futures trading Conrnission
2033 K Street, N.W.
Vlashington, D.C. 20581

Re: National Futures Association: Proposed Amendments to NFA
Bylaw 1301 and Section 2 of NFAts Code of Arbitration

Dear Ms. Webb:

Pursuant to Section 77 (j) ot the coDmodity Exchange Act
as amended (the rrActrr ) , National Futures Association ( rrNFArr )
hereby subrnits to the Conrnodity Futures Trading Conmission
( trcornmission'r ) proposed arnendnents to NFA Bylan 1301 and to
Section 2 of NFArs Code of Arbitration. The amendnents were
approved by NFArs Board of Directors (trthe Boardr') at its neeting
on February 28, 1989. NFA respectfully requests Conmission
review and approval of the proposed anendnents.

I. PROPOSED AI,IENDMENTS TO NFA BYI,AW 1301 AND EXPI.ANATION
THEREOF

A. Arnendments to Bylaw 1301 to clarify the assessment fee
for foreign options (additions are underscored and
deletigns are [bracketed] ) :

BYI,AWS

***

C}IAETIER 13

DUES AND ASSESSUENTS

By1aw 1301. Schedule of Dues and Assessnents.

***

(b) FcU tlenbers.

Bach Fclil llenber shall pay to NFA an assess-
ment equal to:
(A) $0.24 for each conmodity futures con-

tract traded on a contract market (other
than an option contract [traded on a

(i)
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contract market and a dealer option
contractl ) on a round-turn basis, and

(B) 90.14 for each option contract traded on
a contract market on a per trade basis,

caGied by it for a customer other ttran (1) a
person having privileges of nernbership on a
contract market lrhere such contract is
entered or (2) a business affiliate of such
Fclt that directly or indirectly owns 10o* of
or is owned 1008 by or bas 100t ownership in
comnon with such FCM provided such FclI has
privileges of membership on the contract
narket where such contract is entered or (3)
an ornnibus account carried for another Fcl'!
llenber for which assessments are payable to
NFA by the other FCM' fandJ

(C) S0.24 for each connoditv futures con-
tract traded on a foreion board of trade
(ottrer than an option contract) on a
round turn basis. and

(D) So.14 for each option contract traded on
a foreicrn board of trade on a per trade
basis.

carried by it for a customer other than on an
omnibus account basis for another Fclil llember
for nhich assessments are pavable to NFA bv
the other FcIr{; and

(E)t(C)l $0.L4 for each dealer option contract on
a per trade basis carried by it for a
custoner other than a business affiliate
of such FClt that directl-y or indirectly
oltns l,0O* of or is orirned lOOt by or has
lOOt o\.tnership in conmon rrith such FCM
I{ember:

Provided, hortever, such assessnents shall be
suspended or adjusted by the Board for a
period not to exceed three rnonths when in the
j udg:nent of the Board such action is appro-
priate in light of NFAis overall financial,
goals. fhe FCM llenber shal1 invoice these
assessments to its custoner and shall renit
the amount due to NFA' and

***
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B. Explanatlon of arnendments to NFA Byl-alt 1301 to clarify
the assessnent fee for foreign options.

In early 1988, the Connission approved certain NFA
Bylaw amendnents to provide for the regulation of the purcttase
and sale of foreign futures and options within the United States.
one of these arnendments altered the definition of lfuturestr in
NFA Bylaw 1507 to include foreign futures and options. Because
Bylaw 1301 irnposes an assessment fee of 90.24 per round turnI'futuresir contract and $0.14 per U.s. exchange traded option
contract, this could have the unintended result of applying the
futures contract assessnent fee to foreign options. Although
this potential amb iguity has not yet created any apparent con-
fusion among NFA ltlembers, the proposed anendnents to Bylaw 1301
rnake clear that foreign and donestic options are both assessed
the sane assessment fee.

II. PROPOSED AMENDI.IENTS TO SECTION 2 OF NFAIS CODE OF
ARBITRATION AND EXPI.,ANATTON THEREOF

A. Amendments to Section 2 of NFAts code of Arbitration to
del,ete unnecessary provisions (additions are under-
scored and deletions are [bracketed] ) :

CODE OF ARBITRATION

***

Section 2. Arbitrable Disputes

( a ) I.{andatory Arbitration .

(1) cl.aitns. Except as provided in sections 5 and
6 of this code erith respect to titneliness require-
nents, the following disputes shall be arbitrated
under this code if the dispute involves cornrnodity
futures contracts and does not require for its
adjudication the presence of witnesses or other
third parties over whon NFA lacks jurisdiction and
who are not otherwise available:
(i) a dispute for which arbitration is sougbt by

a custoner against a llenber or employee
thereof, or Associate, provided that -
(A) the custoner is not a futures conmission

merchant, floor broker, Menber or
Associate t

the custoner has not contractually
agreed, before the cLain arose, to
subnit the dlspute to a settlenent

-3-
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procedure other than NFA arbitration,
pursuant to a Lawful agreenent that
cornplies with Cornnission Rule 180.3t1

the dispute does not solely involve cash
narket transactions that are not part of
or directl-y connected with a conunodity
futures transaction; and

(B) t (c) l

(c) [ (D) I if brought against a l,lenber or employee
thereof, the Uernber is a futures connis-
sion merchant, an introducing broker, a
conmodity pool operator or a cornnodity
tradinq advisor,

a custoner clairn that is reguired to be
arbitrated by NFA under a lawful agreement
that conplies with Comrnission Rule 18o.3.

(ii)

(iii) a custoner clairn whose resolution has been
delegated to NFA by a contract market under
section 5a(11) of the connrodity Exchange Act.

( iv) a dispute for which arbitration is sought
between llembers in the categrories listed in
section 2(a) (1) (1) (tDlc) of this code, or
enpLoyees thereof or Associates, where at
least one such l,lenber or employer of such
enployee or Associate is not a rnember of a
contract market.

***

Explanation of anendments to Section 2 of NFArs Code of
Arbitration to detete unnecessary provisions.

On January 10, 1989, the Cornrnission adopted an
anendnent to Connission Regulation 180.3(b) (4) [54 Fed. Reg. 1682
(January 17, 1989)1. As you knorir, Regulation 180.3(b) (4)
requires that hrhen a custoner Irho has signed a pre-dispute
agreement notifies a registrant, or nhen a registrant notifies
such a customer, of its intent to subnit a clain to arbitratLon,
the registrant must provide the customer with a list of organiza-
tions qualified to conduct arbitrations under the Commission.s
Rules. This l-ist nust notr include a recristered futures associa-
tion.

Presentl.y, under Section 2(a)(1)(i)(B) of NFAIs Code of
Arbitration, NFA will- not hear a dispute as a mandatory clain
e/here the customer has rrcontractually agreed, before the clairn
arose, to subrnit the dispute to a settlenent procedure ottrer than
NFA arbitration, pursuant to a lawful agreenent that conpties

-4-
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with corunission Re$.rlation 180.3.rr Under Regulation 180.3(b) (4),
as anended, a pre-dispute agreement cannot contractually exclude
NFA fron being included in the list of qualified arbitration
forurns. Therefore, because NFA nust be listed, Section
2(a) (L) (i) (B) is no longer necessary.

NfA respectfully requests that the arnendnents to Bylart
L301 and section 2 of NFAis code of Arbitration be declared
effective upon approval by the Cornmission as authorized by
Section 1-7(j) of the Act.

RespectfuLly subrnit

DanieI
General

LfR: cn (WP50\r,!ak)

cc: Chairman Wendy L. Granm
Cornmissioner Kalo A. Hineman
Cornrnissioner Foirler C. West
cornrnissioner Robert R. Davis
Comrnissioner Williarn P. Albrecht
Andrea lI. Corcoran, Esg.
Dennis P. Klejna, Esq.
AIan 1,. Seifert, Esq.
Susan C. Ervin, Esg.

. Lawrence B. Patent, Esq.

-5-
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Counse
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TUTURIS TRADING COMMISSION
20gl K Sttoot, N.W

Weshlngton, D.C.20581

June 12, 1989

;U Ju{ 1{1989
rlIt-

Daniel J. Roth, EBq.
General CounaeL
National futures Association
200 West Madison Street -- Suite 1500
Chicago, IlLinois 50606

Re, Proposed tunendments to Sections 2, 4, 6, 7,
8, 9, 10, 11 and 12 and Proposed New Section
15 of the Code of Arbitration, and Proposed
Rules Governing Arbittation of Disputes
between U.S. Customers and Non-l4ember Foreign
Firms

Dear IIr. Roth !

By letters dated Decembet L2, 1988. and January 16.
lebruary 1, and March 14, 1989, pursuant to section 1?(J) of the
Commodity Exchange Act ('Act" )' the National Futures Association
('NFA') subrnitted the captioned proposals for Commission
approval. NFA requested that the Conmission declare the Pro-
polals for Sections 2 and 15 plus the entire set of ruLes under
Section 15 effective immediately upon approval and the rest of
the proposals effective 30 days after approval. Please be
advised that the Commission approved the captioned amendments
pursuant to section 17(j) of the Act on this date, effective
according to the schedule proposed by NFA in its submissions.

The Conunission observed j.n particular that the discovery and
prelirninary hearing provisions potentially will facilitate and
expedite NFA arbitration proceedings. NFA. hor,rever. must ensure
that parties have a fair opportunity to uge those rnechanisms to
foster these obJectives. The Corunission requests NFA. as it
gains experience with the new procedures, to monitor its arbitra-
iion process in light of the availability of thoee mechanisms and
advise the Conmission regarding how effective they have been and
whether any refinement or expansion of the rules nlght improve
the procesa further.

Separately. the Cornmission wishes to alert NIA that the
Conmission's Division of Trading and Markets is continuing to
conduct a ruLe enforcement revien of NFA's arbitration Prograrn
and to examine various issueg related to arbitration, includl"ng
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aome addlessed by NFA'a new amendments. As a
despite ite approval today, the Commlssion or
recommend that NFA adopt tttodifications to itg
and procedures at a later date.

coneeguence, and
itB staff may
arbitration rules

Sincerely,

(fu-.' AJ (t^l{;r'
oean A. Webb
b'i:cretary of the Comnrlssion
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COMMODITY FUTURES TRADING COMMISSION
2G3ll K Strcel' N.W.

Wllhlngton, D.C. 20581

MaY 22 ' !989

Daniel .t. Rothr Esq.
General Couneel
National FutureE Aseociation
200 West Madieon Street
Chicago, fllinoie 60606

Re: Propoged Anendments to Nationa] Futures
Ass-ociation BYlaw 13 01

Dear Mr. Roth:

By letter dated March L4, L989 , the NationaL Putures
REsociition ("NFA" 1 subrnitted' Pursuant to Section 1?(jl-of the
Cornmodity Exchange Act ( "Act " )--proposed anendments to NI'A Bylaw
1301. The NFA, s pr-posed amendi "nts to Bv I a\nr 1301 would clarify
the trangaction assJ!Jr""t1""" applicabl; to NFA member futures
."r.i""ion merchants executing toreign futures and option
;;;;;;;" on behalf of custom6rs' T[e cornmission understands
iir"i-itr" NFA intends to make the proposed amendrnents effective
ufon receipt of notice of Commission approval'

PLease be advised that on this date the Commission has

.pprot"J ihe above-referenced amendnents under Section 17(j) of
the Act '

SincereIY '
(XA."- * l,-x[h
{ Jean A. Webb
"Secretary of the Commi ssion

Ri$5l,ystD
GENER,TL COUNSET'S OFFICE


