
N/l\ NaroNAL FUTURES AssocrATroN
t tFlI ll I l2m W MADTSON Sr. CHICAGO, |L.6(F06. (3l2) 726070

l.la rc h 9. 1981

ils. Jgne K. Stuckey
0ffice of the Secretarlat
Commodity Fut ures Trading Commissron
Zltt K St reet, N.Vi,
l{ash i ngt on, D.C, 20581

Re: Natronal Futures Associ.atron Proposed
Anendments to Byl ars, Conpli.ance
Rules, Code of Arbitratron and
Frnancial Requtrements.

Dear l4s. Stuckey:

Under Section 17(j) of the Commodity Exchange Act, as
amended, (the "Act") Natronal Futures Assocration (nNFA't) hereby
files wrth the Commrssron and requests revier and approval oF the
following amendments to its Byl.axs, Compliance Rules, Code of
Arb:.tration and Frnancial Requirenents, rhich were approved by
the NFA Board of Directors at its neetrng on February 17, 198t.
In the following text, additlons are underscoted and deletions
brscketed.

Amendment s to 8yl aws

Chapter )

HEMBERSHIP AND ASSOCIATION
T{ITH A }IEHBER

Byl aw )01 . Requirenents and Restrictions.
+fl

(b) Restrictions on Beconi,ng or Remarnrng a
Member or Assocrated wrth a llember.

(ir) Except as provided rn paragraph (b) (irr)
belox -
(A) no person may becone or remarn

an FCll , CTA, CPO or Introducinq
6roker llerber or aaaocleted rrth
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such a Member unless oualifred
ti-i o so in conformity wrth such
st,andards of tralning [,] and
ExpEiGnce and prof iciency-TEst inq
r equ r rement s I oFh?FE u a 1-r f-r-iT r cEtl onE

the Eoard shall have considered the same at noL less than
two consecutrve meetings] excepl as specifred rn a nritten
notrce sent to each Drrector at lffihe
m eet rnq at *hrcilt

I nds necessary or desrrable]
shall establrsh and such other

frnds

**t

CHAPTER 1]

DUES AND ASSESSMENTS

ByIax 1)02. Payrnent of Dues and Assessments.

Annua] dues shal l be payable in adv ance on the fi rst day
tf January of each year, or at such ot.her t i.me or times as lhe Board
shall determine. IDues of a new l.lember shal] be prorated from
the ftrst day of the month in which such new I'lember rs admrtted to
membership, for the remainder of NFArs Frscal year.] AssessmenLs
based upon fut ures transactrons shal I be payable to NFA wrthin
thirty ()0) days after the end oF each NFA frscal quafter For
t ransacLlons eFlected during that- quarter. Except as the Eoard
may otherw:.se provide by resolut.ion, each Hember shal I pay dues
snd assessments, as applicable, for each category rn whrch the
llember - or an aifrliate thereoi, unless such aflriiate rs
a l,lember in its own right - is reqistered wrth the Conmrssron and
conducts business.

++*

CHAPTTR 15

I'1i SCELLANIOU5 PROV ISIONS

Bylax 1906. Amendments to Bylaws

No Bylai nay be adopted, amended or repealed Iunless

meetrnq aI v{nlcn tne 6oard conslcters Lhe same: prov],ded.
FoweveI ,- Tila
ene rgency as de frned in ByI aw 507; TsuCh act ion rnay be t aken

qualrfrcatron st andards as NFA
necessary or desi rab I e; and

at a single meeting. ] or 'rhere a aajorrty of all Di.rectors rn
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each of the membershi cateoorres set iorth in Sect r.ons
TEICIE conttac m8t ets ndustr

p an epproves.

Explanation of Amendments to Byl aws

Byl aw 101

This change conforms NFA Rules to the requrrements of
new Sectton 17(p) of the Act rhich requtres NFA to adopt rules
requiring NFA to establrsh trai.nrng standards and proirciency
testino for Members and Assocrates.

ByI aw 1102

This amendment elirninates the orovision for the tnitial
dues payment of new Hembers to be prorated for the remarnder of
NFA's frscal year. NFA bel reves that rt woul d be more ef f r.cient
to accept annual dues for a full year from each new Hember, thus
evordrng the bunchj.ng of Membersh ip renewals at the end oi NFArs
f r.scal year. Ihe Executrve Committee adopted a resolution at rts
meetrng of December 2, 1982 to make dues for new Members payable
the next year on the frrst day of the mont h followtnq admrsston
to NF A.

Bylaw 1505

Pr es ent Byl aw 1 506 requrres that the Board consider
amendment, adoption or repeal oi a Bylaw at txo consecutive
meetrngs ("tro meetrng rule"). UndeD this amendment the Board
wrll be able to enact Bylaw amendments absent the encumbrances of
the "two meetrng rule.r' However, the proposed amendment
incorporates al t ernat e safeguards. The requrrements of two
weeks prror not.ice will limrt the amendment which can be made to
that specrfrcal ly set iorth :.n the not r ce. The Eoard would be
free to alter the amendment specrfred rn the not ice, or act to
amend the Byl aws without notrce, only wit h the prot ect ron of
majorrty approval by all current Directors in each Membershrp
category. The latter provrsron enab I es changes to be made by the
Board wrthout further delay, but ensures Far.r represent at ion of
the rnt-erests of each Membership category. The provrsron for
srngle rneetrng emergency action remains unchanged srnce rL
provrdes the necessary deqree of flexibrlrty rn handltng such
srtuations.
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Amendnents to Compl i. ance RuLes

Part 2-RULES G0VERNING THE BUSINESS
CONDUCT OF HEHSERS REGISTERED

t{ITH THE C0l,lMI5SI0N

Rule 2-2. FRAUD AND RELATED MATTERS.

No |lember or Associate shall -
(a) Cheat, deFraud or IxiIlfuIIy] deceive, or attempL to cheat,

de fr aud or Iwrl] fully] deceive, any commodit y futures
c ust omer :

(b) Bucket a cust-oner's commodi.ty Futures order or engage
rn a business that is oF the nature of a bucket shoo:

(c) llrllfully make or cause to be made to a customer a
Inaterrally] fal se report, or wr.Llfutly to ent er or cause
to be entered for a customer a Imaterially] fal se record,
in or in connectron wrth any commodity futures contract I

(d) [iliilfully] Drssemrrrate, or cause to be disseminated,
I m a t e r r a I I y ]- f a I s e or misleading i n Format 1on, or a
knoxrngly inaccurate report, that afFects or tends to
aflect the price of any commodity that rs the subject of
a commod r t y futures conLract;

***

RICORDKEEPlNG

Each f{ernber shall maintarn adeouate books and records
necessary and appropriate to conduct rts busrness[. ] rnc]ud.irrg,

unoer

Rul e 2-10,

without lrmrtation, the records required to be kept ui-d e-i-TFTf-

egul at lon t. ) r.
.t**

Rule 2-11. CP0/CTA RtGULATI0NS.

Any i,lenber xho violates any of CFTC Regulattons 4.15
throuqh 4.41 shall be deemed to have vrolated an NFA requrrement.
Eech l,lesber required to frle any doeument with or gtve noLrce to
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also file one copy of such document with or glve such notice to
ornotice rs

No l.lember shall represent or rmply rn any mannerwnats mended orapproved,

*+.t

snal l not Dro

Rule 2-22. PR0HIB I TED R E p R E S E N T A T I 0 N S .

a nemDer t rom statrn e fact of Hembershre e r I ec emoe rsnro ls no nlsteDresen
lscussrn ex e T unct Lons ano DurDoses

Ex lanatron of Amendments to Compliance Rules

Rul e 2-2

RuIes 2-1O and 2-'t j

o or I rom

In its 0rder Gr ant i nq Regist rat i on and Approvinq RuI es
d at ed 

- 
Se pt ember Z fu"na;Rule 2-2 on the ground that certaj.n subsections of the Rule wereless strlngent than the analagous sections of the Act. The

commrssion regrstered NFA, but indicated tht it would not conr.erupon NFA authorily to regulate rn the options area or to conductregrstration unless Rule 2-2 were amended. The amendment to
compl r ance Rul e 2-2 submitted herewi.th has been drscussed wlthl'ls. Karen l''latteson of the Division of rradrng and xarkets and isrntended to neet the Commrssion's objection Io Compliance Rule
l- L,

,These proposed Complrance Rul e amendment s are necessafyfor the effrcient, complete and independent exerclse by NFA ofits conrpliance functron. The anendment Lo Conplrance Rule 2_10adds to the NFA general recordkeeprng requrrement the specrfrcrequrrement.s under Commtssron rul es. NFA belreves such an
amendment ts necessary to put Hembers on notrce that iadequate"
records tnclude at least those records required by Iaw. it ,"also necessary to ensure that NFA can rtselF take appropriateenforeement actron in this area without the need to refer amatter to the Commissron for enforcenent.
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The amendment to Comoliance Rule 2-11 reouires that alI
CP0/CTA Frlrngs, such as disclosure documents and annual
reports for pools, are €Iso routrnely made wi.th NFA. NFA c annot
adequately and efficj.ently carry out rts audit and surveillance
funct r ons with Fesoect to CP0s and CTAs unless rt rece r v es and
routrnely rev j.ews these documents. In addrtion, thts amendment
will facrlrtate the possrble future assumption by NFA of the
Commrssi.on's current functron of recerving and revrewr.ng these
doc um ent s .

RuIe 2-22

This proposed new Complrance Rule rould make rt a
v rol at ion of NFA rules lor an NFA Hember to r eoresent that NFA
Memb e rsh ip is equivalent to an NFA endorsement. In the
experj,ence of NFA's compl i ance st e Ff, many unsc r upulous operaLors
have attempted to use Commr ss ion registration rn that manner and
may try to do the same wrth NFA llembership. Under this proposed
rule a Membe r woul d not, however, be b ar red from merel y stating
the lact of Membersh ip or lrom explarning the purposes and
lunct rons of NFA.

Amendments to Code of Arbrtratron

CODE OF ARBITRATION

SICTION 1. DEFINITIONS

**t

Sectron 1oi the Code of Arbrtration rs amended by
deleting subpart (a) and the def:.nrLron whrch follows and
redesrgnating subparts (b) throuSh (j) as (a) throuqh (r) and
addr.ng new subpart (j) whrch reads as follons;
(il "Introducrng Broker" - means an rnt roducrng broker as thaL

r-erm
requr'
LXcnanqe ACL anO LOmmI SS lOn t(uleS.

i*t

Sect I on 2, ARB I TRABL E DI SPUIES.

(a) Mandatory Arbitration.
(1) Claims. r l t
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(i) A drsput e for whrch arbitratro
sought by a customer against a
or employee thereof, or Associ
Iwhere the customer's aggregat
claim ( includrng rnlerest ) doe
exceed $15,000,] provided -

n ls
Hember

ate,
e
s not

+*t
(D) rf brought against

enpl.oyee thereof ,
an FCM, an IAgent
Introducinq Broker
F-ooI-TF iZlor or a
Advisor.

a Memb er or
the l'lember is
thereofl
, a Commodity
Commodi t y Trading

(2) Count erc l aims .

.***

*+t

(i) arises out of an act or transactr.on that.
is the subject of the customer, s claim;
ano

I(ii1 does not exceeo ln
(including int erest

$15,000

(ii; 1(rir) I does not- requr.re for rts adjudicat:.on
the presence of wtt nesses oi other
thrrd partres over whom NFA lacks
jurisdiction and rrho are not otherwise
avarlable.

.*.**

ExplanaLion ol Amendments to Code of Arbitration
The Futures Tr adrng Act of 198 2 requires the el imina-

lron of the $1 5,000 Iimrt on arbrtrable c I aims and amendment s
deletrng reference to Agents and adding appropriate referenee to
Introducing Brokers. The proposed amendments make NFA's Code ofArbitration cons ist ent rrth the cur rent I as.

Amendment to the Financial Requirements

FINANCIAL REOUIRII.IENTS

the aqg r eg at. e
); andl

t.tt
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Sect ion 8.

An F C I'l lilenb e r who violates anv of CFTC Reoulations
,|.20 throu e cleeneO t o ave vlolate an
requlremenE.

Explanation of Amendment to Fi.nancial Requirements

Thrs amendment conforms NFA requitenents For
segregatron oF customer funds to Commission rules, as required
by new Seetron 'l 7(p) of the Act.

Conclusron

NFA respect ful Iy
to the 8yl aws, Conplrance
Financial Reaui rements be
Commisaron.

JHH : eo
cc: Chairman PhiIip tlcBride Johnson

Cornmissioner Sus an M. PhilliPs
Commrssioner Kalo A. Hi neman
Conn rss ionet FowIer C. v{est
Andrea M. Corcoran
Theodore l{. Urban

requests that the foregoing amendnents
Rul es, Code of Arbitratron ' and
declared elfective upon approval by the

Very truly yours,

oy:
8on,
and Secret ary

NA T I ONAL FUTURES ASSOCIATiON

osfDn , Harr
General Counsel



UNITEO STATES OF AMERICA

COMMODITY FUTURES TRADING COMMISSION
2O3:} K Slreet, N.w.

Washington, D.C. m581

APR r 4 883

April 1l , 1983

l,b. Joseph H. lta:rison, Jr.
ecneral Ool.I.lsel and Secetanr
Irhtiatal flrbrres Asseiation-
200 VFst !|adi"s! Stret
Chicago, rlliJDis 50506

E: Prcposed .lner6rent_s to Nn Bykws, Conpliance Rtles,
Code of Arbitration ard pinancial Requi_rsents

Dear !{r. Harrisn:

By letter dated Xar"t' 9, 1993, NIA slteitted tle above prqosed rulesard anerrfuerts for @nni-ssion 4proval Fr$ant to sectiqt 17(l) ;f the Ast.
T!:^C-P::ig" approved tfe prcposed anerdrents to NrA Bylar^,s 5Of (b) (i:.) (Al ,1302 ar'd 1505; @rpli.ane Rrles 2-10, 2-t 3, ard 2-ZZi C&e of Arnitr;tion

1 ard 2(alt and FfuErEial nequir€lEnts section g on Apri1 11, 1993.the ccnrnissicrr ur&rstards tllat tlF alrenarents are effective iinnediaterv.

e K, S=-ci!q,'
c?e-La4 of tle Corrn_issf cn

Sirrerell',

/t**-/


