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November 23, 1994

Via Next Business Dav Deliverv

Ms. ,Jean A. webb
Secretariat
Commodity Futures Trading Commission
2033 K StreeE., N.W.
Washington, D. C. 2058f

Re: National Futures AssociaE.ion: Proposed Amendrnents to
NFA Bylaw l-301 and NFA Compliance RuLes 3-9, 3-13 and
3-15

Dear Ms. Webb:

Pursuant to Section t7(j) of the Commodit.y Exchange
AcE, as amended ("the Act"), National- Futures Associat.ion ("NFA')
hereby submits to t.he Commodity Futures Trading Commission
( "Commission" ) proposed amendments to NFA Bylaw 13Ot and NFA
Compliance Rules 3-9, 3-13 and 3-15. The amendments were
approved by NFA's Board of Directors on November !7 , f994.

With respect to NFA Compl-iance Rules 3-9, 3-13 ana
3-15, NFA inEends to make Ehe amendments effect.ive ten davs after
receipt of this submission by che Commission unLess Ehe C6mmrs-
sion notifies NFA wiEhin che Een-day period thaE the Commissron
has determined to review the amendments for approval . NFA is
also invoking this ',ten-dayu provision of Section t?(j) of the
Act with respect to NFA Bylaw 1301 but intends Co make t.he
amendments effective on January 1, 1995.

THE PROPOSED AMENDMEITTS

A. PropoBed Allelr,dnents to NFA Bylaw 1301 (additione are under-
ecored and deletiong are bracketed):

BYLAWS
OF

NATIONAL FUTIIRES ASSOCIATION

CEAPTER 13

DI'ES AND ASSESSMENTS
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Bylaw 1301. Schedule of Duee and AEgeBsmentg.

SubjecL to Ehe provisions of Article XII, dues and
assessments of Members shall be as follows:
(a) contract Markets.

Each contract. market Member shaI1 pay to NFA an assess-
ment. calcul-ated on the basis of $.01 for each round-t.urn
transaction in a commodiLy futures concract (purchase and
sale or sale and purchase) executed on Ehe conEract market,

- --" "'FA f i sr:al vear. f he t.ot.al of suche.<!1,syL arry r\! n ]| !q! , LrrL

assessments paid by a conEract markeE Member wich two (2)
Directors on Che Board shall not be more than 5150,000 and
the total- of such assessments paid by a contracE market
Member with one (1) Director on the Board shall not. be more
than 5100. 000.

(b) FCM Menbers.

(i) Each FCM Member sha11 pay tso NFA an assessment.
equal to:
(A) S.14 [$.15] for each commodicy fut.ures con-

tracE traded on a contract. markeE (other than
an opcion contract) on a round-t.urn basis,
and

(B) S.07 tS.08l for each opt.ion contract traded
^* ^ contract. market on a ner trade hasis-vrr a I/e!

carried by it. for a customer oE.her Ehan (1) a
person having privileg'es of membership on a con-
Eracc market where such contrac! is ent.ered or (2)
a business affiliace of such FCM that direct.ly or
indirectJ.y owns 100? of or is or.ened 100? by or has
100? ownership in common with such FCM provided
such FCM has privileges of membership on Ehe con-
tract market where such contracE is enLered or (3)
an omnibus account carried for anoEher FCM Member
for which assessmenls are payable to NFA by tshe
other FCM;

(c) S.14 t$.151 for each commodit.y futures con-
lracc traded on a foreiqn board of trade
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(other than an option cont.ract) on a round
turn basis, and

(D) S.07 [$.08] for each opEion contract traded
on a foreign board of trade on a per trade
't- ^ -.l ^

carried by it for a customer other than on an
omnibus account basis for another FCM Member for
whi-ch assessmenEs are payable to NFA by the ot.her
FCM,. and

(E) S.0? [$.08] for each dealer opEion contracE.
on a per Lrade basis carried by it for a
customer oEher than a business affiliate of
such FcM t.hat directly or indirecLly owns
T)OZ of or is owned 100? by or has 100? own-
ership in common \rith such FCM Member:

Provided, however, such agsessments shal-l be sus-
pended or adjusted by the Board for a period not.
Eo exceed three months when in Ehe j udgment of the
Board such acEion is appropriate in l-ight. of NFA's
overall- f inanci-af goaIs. The FcM Member shall
invoice these assessments t.o its customer and
shall remit the amount due to NFA; and

(ii) Each FCM for which NFA serves as the DSRO, as
defined j-n NFA Financial- Requirements Seccion 2,
shall pay !o NFA annual dues of $5,000 and each
FcM for which NFA does noc serve as the DSRO as
defined in NFA Financial- Requirements Section 2,
shall pay to NFA annual dues of 51,000.

{c) LTlrl Menbers.

(i) Each LTM Member shall pay to NFA an assessmen!
equal- to S.07 t$,081 for each leverage contract
purchased from or sold to the LTM by a customer.
erovided, however, such assessments sha11 be sus-
pended or adjusced by t.he Board for a period noc
to exceed three months when in the j udgment of t.he
Board such action is appropriatse in Light. of NFA's
overall fj.nancial goa1s. The LTM Member shall
invoice these assessments to iEs customer and
shall remit. the amount due to NFA; and
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pay to NFA annual dues of

B. Proposed Amendments
3 -15 (additione are
eted):

to NFA Cornpliance RuIeE 3-9, 3-13 and
urrder8cored and deletions are brack-

COMPIJIANCE RUIJES

Part 3 -- COUPLIANCE PROCEDITRES

Rule 3-9. HEARING.

rf r hcrri nrr ic hal ri -

(e) A substantially verbat.im record of t.he hearing shall be
made (i.e., one that can be accurately transcribed) .

The cost of transcription shall be borne by the Respon-
dent onJ.y if it requests t.he Eranscript, appeals the
decision under Rul"e 3-13 below, or applies for Commis-
sion review and review is granted (see paragraph (f)
t (e)l (iii) of RuIe 3-13) . otherlrise, any transcription
costs shal-l be borne bv NFA.

Rule 3-13. APPEAL,; REVIEW.

(a) Appeal .

The Respondent may appeal any adverse decision of the
Hearing Panel- issued under Rule 3-10 Eo the Appeals
commit.tee by fiLing a written not.ice of appeal with NFA
within fifteen (15) days after che date of the deci-
sion. The noE.ice muse describe t.hose aspects of t.he
disciplinary action t.o which exception j-s taken, and
must. contain any requesE by the Respondent t.o present.
written or oral arqumenL .
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(b) Review,

The Appeals Commit.tee may also order review of any
decision of the Hearing Panel- issued under Rule 3-10.
If such a review will be conducEed, Ehe Appeals Commit-
tee will give written not.ice to t.he Responden! wit.hin
fifteen (15) days of the dace of the decision. Such
review may be conducted by the Appeals Committee --
(i) on its own rnotion, or
/i i \ n!,v-,,-- ^aiif inl1 Fi lod hrr rho /-nrnn l irnaa\f!/ !Ju!-Lrar PLLrLrerr !rrcu vJ LrrE ev"'F/tfqrres

DepartmenL, the granting of which shaII be discre-
r i nneflr wi rh rhe Anne.al q a.lmmi l-f aa Tha nef i ti anvuufurvrr
wilL st.ate why the Compliance Department. is seek-
ing review and must contain any request by the
Compliance Department to present written or oral
argument. .

S t,ay .

.l"ha paci\.\n/lont- , c f i I .i n- ^f ^ n^F.i ^- ^r -hhc5.t rrnAarr.!e r\uryvrtu Y (Jl- a rr(JLIUl: \JJ- a!,peqf qrrser
paragraph (a) above or the insE.itution by the Appeals
CommitsEee of iEs own review under paragraph (b) above
shalI operate as a stay of Che effective date of the
disciplinary order, unt'il the Appeals Committee renders
it.s decision.

Conduc t of Proceeding.

No member of the Appeals Committee shall partici-pate in
E.he proceeding if the member participated in any prior
sCage of Ehe disciplinary proceeding (other Ehan Ehe
review of a settlement offer submitted under Rule 3-11)
or if the member, or any person with which t.he member
is connected, has a financial, personal or ot.her direct
interesL in the matter under consideracion. Excep! for
good cause shown, the appeal or review shall be con-
ducted solely on t.he record before the Hearing Panel",
t.he wrj-tt.en exceptions f j.led under paragraph (a) above,
and such written or oral arguments of Ehe parties as
the Appeals Committee may aut.horize.

(c)

(d)
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(e) Briefa

If the AoDeals Commiceee authori.zes wriL.ten argument,
briefs shall- be filed as follows unless otherwise
ordered bv the Aopeals Commi-t.t.ee:

f i \ iha b>rF\/ ranrri rpd i-.\ qrrhmi I l-ha initi:l hriaf
shall f il-e iC wit.h NFA's Leqal, Docketinq Depart-
ment and serve it on the other parE.ies to the-.:-hin fhirtw (i0) daws after the Aooeals
Committee issues an order authorizinq writt.en
rrdtrm6nt_.

(ii) the respondinq parEv sha]l- file iEs brief with
NFA's Leqal Docketinq Department. and serve it on
the ot.her parties t'o the appeal wit.hin t.hirtv (30)
davs after service of the initial brief;

(iii) the parcv which filed the initial brief mav file
an answer to the respondi-nq brief wit.h NFA's Leqal
Docketinq DeDartment and serve it on che oE.her
parties to the appeal within ten (L0) davs after
service of the resoondinq r:artv's brief:

(iv) the iniEial brief or respondinq brief of anv Dartv
shal-l noE. exceed Lhirty-five (35) paqes and the
answer to the resoondinq brief shal-1 not. exceed
ten (10) paqes. exclusive of anv tabl-e of con-
cents, table of cases. index and appendix cont.ain-
inq transcripLs of Eestimony, exhibits, rules and
requlaEions; and

(v) no ot.her written arqument on substantive issues
raised on appeal will be accepted from the parlies
nr nanei dcrod hrr |-ha Lnna:l c r-^mtni r-Fao

(f) [(e)] Decieion.

Prompcly after reviewing Ehe matter, Ehe Appeals Com-
mict.ee shall issue a written and dat.ed decision, based
on the weiqht of t.he evidence. The decisj-on shaIl
include --
(i) the f j-ndings and conclusions of the Appeals Corn-

miE.tee as to each charge and penalt.y reviewed,
including Ehe specific NFA requirement the Respon-

-6-
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dent. was found by lhe Hearing Panel to have vio-
lated, to be viol-aEing, or t.o be about. t.o violaEe;

(ii) a declaration of any penalty imposed by the
Appeals Committee, the basis for it.s imposition,
and its effective date;

(iii) a st.at.ement t.hat any person aggrieved by the dis-
ciplinary action may appeal the action pursuant to
Commission Regulations, Part 171, within thirEy
(10) days of service; and

(iv) a st.atement that any person aggrieved by the dis-
ciplinary accion may petiEion the Commission for a
stay of the effective date pursuant. to Commission
Regulations, Part 171, within ten (10) days of
servtce.

(q) t(f)l Fina1iEy.

The decision of Che Appeal-s Committee shall be f inal.
thirty (30) days after the date of service.

RuIe 3-15. MEMBER OR ASSOCIATE RESPONSIBILITY ACTIONS.

(d) Review.

The Appeals Committee may on its own motion review a
decision of the Hearing Panel- issued under paragraph
(b) (iv) above, by giving wrj-t,ten not.ice to the Respon-
dent of its decision to review within 15 days of Ehe
date of the decision. The review shalL be conducted in
accordance with paragraphs (d) , (e)- [and] (f) and (q)
of Rule 3-13.

EXPLANATION OF PROPOSED AME}TDMENPS

A. Explanation of Proposed Amendmentg to NFA Bvlaw 1301

The proposed amendment.s to NFA Bylaw 1301 reduce NFA,s
assessment fees from $.16 to $.f+ per round-turn fuEures contract
and from S.08 to $.07 per options transaction. NFA's assessment
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fee j-ncome has been running above budget due t.o unantj-cipat.ed
increases in the volume of public contracts. As a result., NFA's
working capital has exceeded lhe targee level see by NFA's Board.
NFA's Finance Committee and Board considered a range of possible
acCi-ons to reduce the level of ',vorking capital quickly and
responsJ-bly while limiting the possibility of future f l-uctuat j-ons
in the }evel of assessment fees. They concluded t.haE the most
appropriate means of managing the problem would be a reduct.ion in
the assessment fee Level-s as proposed. The Finance Committee and
Board al,so determined that Ehe proposed reduction in assessment
fees will- not impair NFA's ability to perform iEs mandated func-
tions.
B, Explanation of Propoeed Altendments to NFA Cornpliance Rules

3-9. 3-r3 and 3-15

The matters hand1ed by NFA's Appeals Committee have
increased substanLially in number and complexity during lhe pasE
several years. This has resulted in a marked increase in the
amount of material to be revi-ewed by Ehe members of t.he Appeals
Committee during their deliberations. A recent phenomena whj-ch
has added to the burden on Ehe Appeals CornmiEtee has been the
submissj-on of inordinaEely lengthy briefs by a few AppeLlants.

The Appeals Committee routi-ne1y orders che Appellant tso
f il-e a brief withi-n 30 days, gives the Appellee 30 days to file
an answering brief and permits further response from the
Appelfant within 10 days. Currently, NFA's Compliance RuLes do
not impose any lj"mication on Ehe length of any of these submis-
sions,

In one recenE case, t.he AppellanE firm filed three
briefs trotalling 332 pages excfusive of appendices. The firm was
appealing a finding that it. had violated NFA Requirements by
filing laEe financiaf statements on seven occasions. The only
penalty imposed for those infractj.ons was a $2,000 fine. In a
separate case, an individuaL appealed a finding that he had made
a deceptsive sales presenta!j-on to an NFA j-nvestigat.or, for which
he was sanctioned by being ordered Eo Lape cuslomer solj-citations
for a year. Hj-s briefs totalled 50 pages.

As you are aware, the Commission's Part 171- Regula-
tions, which set out ruLes relacing to it.s review of decisions
made by NFA's Appeals Committee, esE.ablish page l-imiEs on briefs
submitted to ic. Specifically, CFTC Regulations 171.25 and
I'7!.26 provide t.haE, absent. permissi.on f rom t.he Commission, the

-8-
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Respect f ul ly submitEed,

f
'I L*t f / -1"/ '

oani61 J. Rdrh
ceneraf Courisef

cc: Chairman Mary L. Schapiro
Commissioner Barbara Pedersen Hol-um
Commissioner Sheila C. Bair
Commissioner Joseph P. DiaI
Commj.ssioner ,John E. Tu1I, Jr.
Andrea M. Corcoran, Esq,
Dennis P. Klejna, Esq.
Alan L. Seifert, Esq.
Susan C. Ervin, Esq.
Lawrence B. Palent, Esq.
David Van wagner, Esq.

DJR: ckm (sub\111794 )
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narries' hriefs are IimilFd tcr ?5 rte.rcs - exclusive of indices and
appendices. This limit is also appropriate in NFA appeLl-ate
matters since substantiafl-y similar issues are briefed before
both the Commission and the Appeals Committee.

To give the appeals committee controf over the amounL
of writt.en argument which it will- have to consider in any given
case, the proposed amendment. to NFA Compliance Rule 3-13 Iimit.s
appeal briefs to 35 pages. The ru1e, as amended, retains the
cusEomary NFA practice of allowing the AppeIIanE to file a reply
to Ehe appellee's brief but linits that submission to 10 pages.
It also codifies the Appeals committee's traditional briefing
schedule. In addit.ion, the proposed language esEablishes Ehe
auE.hority of Ehe Appeals Commiltee Eo make exceptions to the time
and page limitations. The proposed amendments to NFA Compliance
Rul-es 3-9 and 3-15 are technical changes.

As slaged above, this submission invokes the "ten-day"
provision of Section 1?(j) of the Acc, under brhich NFA intends to
make lhe amendmenEs to NFA compliance Rules 3-9, 3-13 and 3-15
effective Een days after Commission receipt of Lhis submission
and the amendment.s to NFA Bylaw l-301 effecEive on ,fanuary L,
L>>2,



COMMODITY FUTURES TRADING COMMISSION
2033 K Street, NW, Washington, DC 20581

(202) 254 - 8955
(202) 254 - 8010 Facsimile

DIVISION OF
TRADING AND MARKETS Decendcer 5, L994

Mr. Daniel- J. Rot.h
General Counsel
National FuEures Associati-on
200 west Madison Street
Chicago, Iflinois 60606

Re: Proposed l\mendment
Assessment Fees

to Bvlaw 13 01- -Transac!ion

Dear Mr. Roth:

By l-etter dated Novemlcer 23, 1994, and received Nover cer 25,
1994, the NaE.ional FuE.ures Association ("NFA" ) submitted the above-
referenced proposal Eo Ehe Conmj-ssion. NFA's submissj-on invoked
the "ten-dayI provision of Section 17(j) of the Colrunodity Exchange
Act ('Act") Eo permiE che above - referenced proposaf to become
effective ten days afEer Cofiunission receipE unless, within Lhe Een-
day period, t.he Cornrniss ion deEermines to rewiew E.he proposal for
approval and so notifies the NFA.

Pl-ease be advised that the Division of Trading and Markets has
examined the above - re ferenced proposaL and has decided t.o no!
rewiew Ehe proposal , as provided under SecEion 17(j) of E.he Act.

NFA's submission al-so included proposed amendmenE.s Eo iEs
Compliance Rules 3-9, 3-13 and 3-15 which would estsablish new
Appeals CommiEtsee procedures. Upon discussions r4tiEh Commission
sEaff, tshe NFA agreed to permit the Commission to review t.hose
proposed amendments for approval- rather than considering them under
Section 17 l))' s ten-day provision. Those amendnents are currenEl-y
being reviei.red by commission staf f .

S ince

vid Van wagner
Spec iaI counsel-

F]
trti

I[NERAL COUNS!L'3
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By letter dated November 23, 1994, NFA submitted to the
CFTC proposed amendments to NFA Bylaw l-301 which reduces the
assesament fees from $.16 to $. t+ per round-turn futsures contract
and from $.OB Eo $.07 for options transact.ions. NFA's submission
invoked the "ten-day" provision of section L7(j) of the commodity
Exchange Act b/hich would permit the amendment s to become
effective on January L, 1995 unless wj-t.hin ten days afEer Ehe
Commission receives NFA's submission the Commission determines to
review the proposal for approval and so notsifies NFA.

By Eelephone caII, the Commission notj-f ied NFA Lhat it
had decided noE to review the proposed amendments to NFA Bylaw
1301 to reduce the assessment fees. Therefore. the amendmenEs
shall become ef fect.ive on January 1, 1995.

C. Makino
December I, ]-994

REDUCTION OF ASSESSMENT FEES
TO BECOME EFFECTIVE ON .fANUARY 1, 1995
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COMMODITY FUTURES TRADING COMMISSION
2033 K Str€ot, N.W.

Washlngton, D.C. 20581

Februarv 2, 7995

\
F

Mr. Daniel- J. Roth
General- Counsel
National Futures Association
200 west Madison Stsreet
Chacaqo. Iffinois 60506

Re: The National- Futures Association's Proposed
Amendments to Compl-iance Rule 3-9, 3-13 and 3-15--
Appeals Committee Procedures

Dear Mr. Roth:

By fet.Eer dated November 23, 1994, and received November 25,
1994, t.he National- FuEures Assocj-ation ("tlfa") submiEted to the
Commission proposed amendmentss to compliance Rul-es 3-9, 3-13 and
3-15. NFA's submission invoked the 'ten-day' provision of
Section 17 ( j ) of Ehe Cornmodity Exchange Acc. (r'Act " ) to permit. t.he
proposal- to become effective Een days after Commission receipE.
unless, within t.he ten-day period, the Corunission determines Eo
review the proposal- for approval and so noEifies the NFA. rn a
Decencer 5, 1994 telephone conversacion with Division of Trading
and Markets staff, the NFA requesE.ed Ehat the Commission revj-ew
and approve its proposed amendments to Compliance Rules 3-9, 3-13
^nd 1-1q y.\rlrqrr^nj- f.\ t-ha rrrla rnnrnrr:l nI.OCedufeS of SeCtiOn
17 (j ) of t.he Act .

Please be advised that on this daEe t.he Conunission has
determined to approve the proposed amendments to Compl-iance Rufes
3-9, 3-13 and 3-15 pursuanE t.o Section 17(j) of the Comrnodity
Exchange AcE .

S incerel y .

///'
' ,/)1,-."-'fi :,)",) .-/
(,Jean A. webb
Ea.rFt- 

^ 
r\.' r.rf t-ha Commission
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