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March 5, L993

Ms. Jean A. Webb
Secretariat
cornrnodity Futures Trading Comrni,ssion
2033 K Street, N.W.
Washington, D.C. 20581

Re: National Futures
NFA Registration
5L2

Association: Proposed Amendments to
RuLes 201, 203 and 4o1 and NFA Bylaw

Dear Ms. Webb:

Pursuant to Sectj-on l-7(j) of the Conmodity Exchange
Act, as amended, National Futures Association (rrNFArr) hereby
submits to the Conrnodity Futures Trading conmission (rrcommis-
sionrr) proposed arnendments to NFA Registration Rul-es 201, 203 and
401- and NFA Bylaw 512. These aurendnents were approved by NFA'S
Board of Directors ("Boardt,1 at its meeting on February 25t L993.
NFA respectfully requests commission review and approval of the
anendrnents .

PROPOSED AIiIENDUENT 8

A. Proposed a.Detrd.ments to NFA Registration Rules 201 ard 203
aDd NFA Bylaw 512 (addritions are urcerscoreal aDd deletioDs
ar6 blacketed) :

REGIATRATIOII RUIJEE

**i

PART 2OO. REGISTRITION REQUIREUENIS AND
PROCEDI'RE8

RuIe 201. RegistratioD Requirements and Procedures.

T)rpes of persons other than floor brokers and floor
traders subj ect to regulation under the Act, as defined in
the Act or Comrnission Regulations, for which NFA has been
granted registration responsibil ities pursuant to Section
8a(1.0) or Section 17(o) of the Act shall be reguired to
reqister if required to register under the Act and not
exernpt from registration by Conrnission rule or order. A1I
such persons shall be subject to and NFA shall perform
registration functions with respect to such persons in
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accordance with all of the Rul.es governing registrations
corrtai-ned in these Registration Rules ( trRu.Lesrr) .

NFA shalL perfonn registration functions with respect
to persons required to register under the Act as fl,oor
brokers or floor traders in accordance with aLL of the
Regulations governing the registration of floor brokers and
floor traders contained in Part 3 of the Comrnission's Regu-
lations, except that RuLe 2o3 ot these Rules shall- govern
floor broker and floor trader registration fees and Part 700
of these Rules shal,L govern access to and certification of
floor broker and floor trader records maintained by Nr'A.

(Note: Exenptions fron Registration. Persons seeking
exernption frorn regj.stration should refer to Appen-
dix A of these Rules. )

***

Rule 203. RegistratioD F€es.

(a) AmouDt.

(6)

***

Floor Broker. Eactr application for regfistration
as a floor broker must be accompanied by a fee of
970.

t (7)

(7) Floor Trader. Each ar)plication for reqistration
as a floor trader must be accomDanied bv a fee of
s70.

j (81 Priacipal. Each Form 8-R submitted by a principal
of an applicant or registrant must be aecornpanied
by a fee of 970 unless the principal is also
applying for registration as an associated person
of the applicant or reqistrant.

I (9) ArDual Update. Each Form 7-R subnitted on an
annual basis by a futures cornmission merchant,
introducing broker, connodity pool operator, com-
rnodity trading advisor or leverage transaction
rnerchant in compliance with Registration Rule

t (8)
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2o4 (c) shaLl be accompanied by a fee of 91"00 for
each registration category.

Late lerniDation Notice. Each notice required by
Registration Rule 210(c) which is filed rnore than
20 days after the occurrence of the event reguir-
ing the notice shall be accompanied by a fee of
9r,0o.

Disqullification Fee. A written subrnission to the
President filed under Reqistration Rule 505 sha1l
be accornpanied by a fee of $1,000 for the first
subrnission only. The fee shall be refunded if the
President or the Mernbership Corurittee or its
designated Subconrnittee finds that the applicant
or registrant j.s not subject to a statutory dis-
gua 1i f icat ion .

***

BII.AWA
o8

NATIONAIJ FUTURES AAEOCIATION

t (e) l1!qL

[ (10) ] ( 11)

Cf,APTER 5
BOARD OF DIRECTORA

*t*

Bylas 512. Voting oD Floor Brok€r or Floor Trader Reg-
istration Reepoasibi.li ti es.

NFA will not seek or accept any authority in connectj-on
Itith the reqistration of floor brokers or floor traders that
exceeds the authority granted to NFA in the ini-tial cornmis-
sion orderg authorizing NFA to perforn certain floor broker
and floor trader registration functions or any other autho-
rity sought or accepted by NFA under the terms of this
Bylalir, without the consent of contract market directors
representing tvro-thj.rds of contract narket Menbers.

***
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PropoEed ameDdmeDt to NFA R6gistratioD RuIe '101 (additiobs
are uDdetscored aDd delatioDs are bracfeted) !

RAGTATRATTON BI'LES

*tt

PART,IOO. PROFICIENCI REQUIRE}IENES

Rule {O1. Qualification T€sting Requirenent.
(a) Except as provided in Rule 401(b) tAlany individual

applying to NFA for registration under the Act as a
futures conrnj-ssion merchant, an introducing broker, a
cornmodity pool operator, a conmodity trading advisor, a
leverage transaction merchant, or as an associated
person of any of the foregoing, or applying for regis-
tration with NFA as an Associate pursuant to Nf'A Bylaw
301(b) shall not be registered, temporarily I j.censed,
or an Associ-ate Menber of Nr,A unlesss

[(a)J (i-) NFA receives satisfactory evidence that the
applicant has taken and passed the National
Conrnodity Futures Exami.nat j.on on a date !,thich
is no nore than two years prior to the date
the application is received by NFA; or

I(b)l 12) the applicant has been duly registered under
the Act as a futures conroission merchant, an
introducing broker, a connodity pool opera-
tor, a cornrnodity trading advisor, a leverage
transaction merchant, or an associated person
of any of the foregoing, at any time during
the t$ro-year period irnrnediately preceding the
date the application is received by NFAt or

I(c)l ll) NFA receives a certification, which shafl be
considered incorporated into the application
for registration under the Act, signed by
both ttre applicant and the applicant's spon-
sor, stating that:

[(1)l (A) the applicant currently is registered
with the National Association of Securi-
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ties DeaLers, Inc., as a General Securi-
ti,es Representative i and

the applicant's sole activities, subj ect
to regulation by the conmission, are and
wiII continue to be linited to [: (A)
the solicitation of funds, securities.
or property for participation in a com-
nodity poolt or (B)l referring clients
to an associated person who has satj.s-
fied the proficiency requirernents set
forth in this Rule, provided that the
applicant's referral of clients is
solel-y incidental to his business as a
ceneral Securities Representative i or
I (c) I the supervision of persons \./hose
activities are g9 linited [as set forth
in paragraph (c) (2) of this Rulel t and

the applicant's sponsor understands that
the sponsor nust supervise the appli-
cant's cornpliance with the lirnitations
on the applicant's activities set forth
above [in paragraph (c) (z) of this Rulel
and that any failure of the applicant to
adhere to such l-initations may be cause
for, among other things' disciplinary
action by NFA against the sponsor for
violation of NFA compliance Rule 2-9t
and

the applicant and the applicant's spon-
sor understand that willfully naking a
rnaterially false or nisleading statement
in any part of the application for reg-
istraiion, including the certification
required by lin paragraph (c) ofl this
Ru1e, is cause for denial, suspension,
or revocation of registration and crl-roi-
nal prosecution.

The lirnitations set forth in lparagraph
(cl (2') ofl this Rule shall rernain in
effect unlil tne applicant or the appli-
cant's sDonsor subnits to NFA satisfac-

t (2) I (B)

t (3) I (c)

t(4)l l-DI

t (5) I (E)
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tory evidence of having taken and passed
the National Commodity Futures Examina-
tion.

Notwithstanding the provisions of Rule 4o1(a) a person
applvinq to be reqistered as an associated Derson mav
satisfv the proficiencv reduirenents of this RuIe by:

Ll) providinq satisfactorv evidence to NFA that the
applicant has taken and passed the Futures Manaded
Funds Exanination and providinq to NFA a certifi-
cation \^thich shal1 be considered incorDorated into
the applicati.on for reqistration under the Act
sioned bv both the applicant and the apDlicant's
sDonsor, statinq that:
(A) the appli-cant currentlv is reqistered with

the National Association of Securities
Dealers, Inc., as a General securities ReDre-
sentative; and

(B'l the applicant's sole activities. subiec! to
requlation bv the colTrmission. are and $/iI]
continue to be limlted to the solicitation of
funds, securities, or prooertv for participa-
tion in a commoditv pool-: the solicitation of

sors; or the supervision of persons whos9.

the applicant sublTlits to NFA sati.sfactorv
evidence of havinq taken and Dassed the
National conmoditv Futures Tradinq Examina-
tion; and

(C) the applicant's soonsor understands that the
sponsor must suDervise the aDpficant's com-
pliance qtith the lirnitations on the apDfi-
cant's activities set forth above and that
anv faifure of the applicant to adhere to
such limitations nav be cause for' anonq
other thinds. disciplinarv action bv NFA
aqainst the sponsor for violation of NFA
Cornpl l-ance Rule 2 -9 t and
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(D) the applicant and the applicant's sponsor
understand that wilIfullv nakinq a nateriallv

cause for deniaL. suspension, or revocation
of reoistration and crininal prosecution.

(EI The linitations set forth in this RuIe shall
renain in effect until the applicant or the
applicant's sponsor subnits to NFA satisfac-
torv evi.dence of havind taken and passed the
National commoditv Futures Examination.

EXPIAITATION OF PROPOgED A!,IEND}IENTA

A. ExPlaaatioD of ploposed ameDdDents to Ntre Registration Ru1es
201 aDd 203 aDd NFA Eylas 512.

By letter dated January 26, L993, the Comrnission's
Division of Trading & Markets requested NFA to perform the same
regi.stration rol.e for floor traders that it has performed for
floor brokers since L986. Thus, NFA would have the authority to
process and, where appropriate, grant applications for floor
trader registration. NFA would not, however, have the authority
to initiate proceedings to deny or revoke floor trader registra-
tions. That authority would remain with the Comrnission.

NFA is certainly willing to perforn registration
processing functions for floor traders, and at its meeting on
February 25, NFA'S Board of Directors granted NFA the authority
to accept, that responsibility. The proposed amendment to NFA
Registration Rule 2ol, nakes clear that NFA will perforjn its floor
trader registration responsibil ities in accordance with the
conmission's Part 3 Regulations. The proposed amendment to NFA
Registration RuLe 203 will establish a $70 application fee for
floor traders, the sane fee inposed on floor brokers and associ-
ated persons. The proposed amendment to NFA Bylaw 5l-2 will nake
clear that NFA will- not seek additional responsibilities for

false or misleadincr statement in anv part of
the application for recristration, includino
the certification recruired bv tlris &ule-ie
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floor trader registrations without the consent of tr^to-thirds of
the contract naiket Menbers represented on the Board.*

B. ExPlaDatiotr of propoEed amendment to NFA RegistratioD Rule
401.

NFA has recently developed a specialized exanination
for registered representatives of securities broker/dealers l^ttrose
only involvement in the futures industry will be to market
interests in cornrnodity poo1s. These persons are not required by
CFTC or NFA rules to register as associated persons, and they are
exempt fron taking the series 3 examination if they do becone
registered. Holrever, the NASD has had a long-standing policy
that such registered representatives are not allorted to receive
trailing commissions relating to their sales of cornmodity pool
interests unl-ess they have passed the Series 3 and are reg,istered
as APs. NASD has informed NFA that it wj.1I now allow registered
representatives to receive trailing comnissions if they pass the
ner./ specialized exanination in lieu of the Series 3 and register
as APs.

NFA has also conducted research to determine whether
the scope of activitj.es in which these registered representatives
rr/ould be al"lolded to engage could be expanded to include soli -
citing clients to open accounts managed by registered cTAs. We
bave concluded that the content of the new exarnination is suffi-
cient to test for entry Level proficiency with respect to managed
account solicitation.

NFA can begin adurinistering the new exarnination to
securities representatives who want to sell pool units without
any amendments to NFA's registration rules because they can
currently beconte registered without taking any futures-rel-ated
test. However, securities representatives who solicit futures
nanaged accounts, unLike those who market pool interests, are
required to be registered as APs and under current NFA rules must
pass the series 3. Therefore, a rul,e cbange is reguired to all-ow
registered representatives who have passed the ne$r test in lieu
of the Series 3 to solicit for managed accounts.

' The Board also voted to waive the 970 fee for all floor
trader and floor broker applicants who apply for reqistration
during the no-action period granted by the Comnission.
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The proposed amendment to NFA Registration Rule 401
provides that General Securities Representatives applying to
become registered as APs may pass NFA'S nert Managed Funds Exami-
nation in lieu of the series 3 Exanination if they linit their
activj.ties to the rnarketing of corunodity pooL interests or the
solicitation of clients to open discretionary accounts to be
managed by registered cTAs. In one sense, the proposed arnendrnent
irnposes an additional testing reguirement on registered repre-
sentatives who rnarket interests in comodity pools since those
individuals may currently become registered without any pro-
ficiency exarnination. rn practice, however, a test r./as already
required by the NASD'S policy. Therefore, the Board decj.ded to
elirninate the unused exemption and place registered representa-
tives rnarketing interests in comrnodity pools on the same footing
as registered representatives who solicit for managed accounts.
As stated above, this alternative testing requirenent is linited
to those $rhose only futures activities include the solicitation
of pool interests or cTA managed accounts. Thus, any lndividual
ltho as part of his duties also accepts customers orders rtould not
be covered by this ru1e.

NFA respectfully requests that the conmission review
and approve the proposed anendments to NFA Registration Rul-es
2oL, 2o3 and 4o1 and NFA By1aw 5l-2. NFA understands that the
conmission is under a statutory deadline of April 26, J.993 to
adopt rules governing fl.oor trlder registration and tlrat it would
be necessary for the proposed amendments to NFA Registration
Rules 201, 203 and Bylaw 5l-2 to become effective in conjunction
with that deadline. NFA requests that the arnendnent to NFA
Registration Rule 401 be decLared effective upon Cornmission
approval .

Respectfully submitted,

lls. Jean A. Webb

LtR: cn ( sub/ 022593)

cc: Acting Chain0an williarn P. Albrecht
Cornniss ioner sheila c. Bair
Cornrnissioner Joseph B. DiaI
Andrea M. Corcoran, Esg.
Dennis P. Klejna, Esq.

March 5, 199 3

Joanne T. Medero ' Esq.
AIan L. seifert, Esq.
susan c. Ervin, Esq.
Lawrence B. Patent, Esq.
David van Wagner' Esq.



UNITED STATES OF AMERICA

COMMODITY FUTURES TRADING
2033 K stre€t. N.W.

Washington, D.C. 20581

August 11, L993

coMMrssroN

DanieLJ. RoCh, Esq.
General- Counsel
NaEiona1 FuEures Association
200 West Madison St.reet,, SuiE.e 1500
Chicago, IIr 50606

Re: NPA ReqisEraEion Rule 401

Dear Mr. Roth:

By LeEEer dated March 5, L993 , the NaEionaf Futures
Associat.ion ) submitted, pursuant to SecEion 17(j) of the
Comlodit.y Exchange AcE (t.he 'tAct " ) , a proposed amendment t.o NFA
RegisE,racion Rule 401 concerning proficiency t.escing for appficants
for associaEed person registraEion whose sole acEiviEies EhaE are
subject. to CFTC regulaci6n are and witl cont.inue !o be lirnited to
Ehe solicitation of funds, securit.ies or properLy for participation
in a corrunodiE.y pool , Ehe solicitatsion of clientss t'o open
discre!ionary accounEs Eo be managed by regisEered cornmodity
E.rading adwisors, or the supervision of persons whose acEiwities
are so limit.ed.

We understand thaC Ehe activj-ties of persons permi.EEed
pursuant tso t,his amendment. Eo satisfy E.he proficiency Ees!
requj-rement by Eaking t.he Managed FuEures Funds Examination are
limit.ed !o t.he specified solici!,aEion actiwities or supervision
Chereof, and are no!' permiteed to include any ongoing deali.ngs wiEh
pool participants or managed account cusEomers. NFA should rewiew
witsh the Joint Audit CorEi,itsEee and t.he llatsional Assccia'-icn cf
Securities DeaIers, as applicable, t,he current. joint audiE pLan
programs regarding verificat.ion of AP regiseralion wit.h a wj-ew
t.owards incorporating a procedure to distinguish between rrgeneralrl
APs, who may engage in solicj-tacj-on or supervision with respects t,o
all commodity int'erest.s, and "resl.ricted" Aps, who may engage in
solLcitsatsion or supervision only with respects co comnoditsy pools
and managed accounts. In addiE,ion, consideracion should be given
Lo including in t.he rel-evan! owersight. programs an audit. stsep to
verify E.hat. inE,ernal controls are in place at. those firms wiEh
rescrict.ed APs Co ensure t.hat. such persons do nots act as general
APs, in furtherance of the supervisory obligation undertaken by tshe
firm and set forth in condit.ion (3) of Ehe cerEification signed by
t.he AP and t.he firm as parE of tshe Ap's regist.ration applicaCion.
Commission staff are avlilabl-e Eo discuss Ehis issue ruittrer.

B,-ric i6lS

GENERAL COUNSEUS OFFICE
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Please be advised E,hat. on t.his date
det.ermined to approve Lhe amendmentss Eo Ehe
rule pursuang E.o SecEion 17(j) of the Act..

S incerely ,

an A. webb
f, l)r"[k

'ecretary of t.he Conunission

E.he Conrnission has
above - referenced NFA



UNITED STATES OF AMEFICA

COMMODITY FUTURES TRADING COMMISSION
2033 K Street, N.W'

Washington, D.C' 20581

April 8, 1993

Daniel J. Roth, E sq.
General Counsel-
National Futures Association
200 West Madison Street, Suite 1600
Chicago, IL 50606

Re: Amendments to NFA Registration
Rul,es 201- and 203 and NFA Bvlaw 512

Dear Mr. Roth:

By a letter dated March 5, 1993, the National Futures
Associltion (the "NFA" ) subrnitted, pursuant to Section 17(j) of the
Cornmodity Exchange Act (the "Act"), proposed amendments to NFA
Registralion Rules 201 and 203 and NFA Bylaw 512 concerning
registration of floor traders. The Comrnission is separately
considering the proposed amendment to NFA Rule 401- regarding
proficiency requirements for certain associated persons also
submitted by NFA in its March 5 letter.

The Commission understands that NFA intends to implement the
amendments to Rules 201 and 203 and By1aw 512 in conjunction with
the effective date of the Commission's rules governing registration
of floor traders, April 26, 1993. Please be advised that on this
date the Commission has determined to apProve the amendments to the
above-referenced NFA rules and bylaw pursuant to Section 17 (j ) of
the Act .

Sincerely, 
1

Deputy Secretary of the
Commis s ion

GENERATCOUNSEUS OffICE

@


