NATIONAL FUTURES ASSOCIATION
NF 200 W. MADISON ST. ¢ CHICAGO, IL » 80606-3447 » (312) 781-1300

Via Overnight Deliv

Ms. Jean A. Webb

Secretariat

Commodity Futures Trading Commission
2033 K Street, N.W.

Washington, D.C. 20581

November 29, 1993

Re: National Futures Association: Amendment.s to Rule 211
and Part 500 of NFA Registration Rules

Dear Ms. Webb:

By letter dated December 4, 1992, National Futures
Asgociation ("NFA") submitted to the Commodity Futures Trading
Commission ("Commission") for its review and approval proposed
amendments to Rule 211 and Part 500 of NFA Registration Rules.
After discussions with Commission staff, NFA has further revised
the Registration Rules so that Rule 211 mirrors Commission
Regulation 3.22 and Part 500 does not involve NFA’s President in
the decision-making process subsequent to the issuance of the

Notice of Intent. The amendments were approved by NFA’s Board of
Directors on November 18, 1993.

The proposed new language to Registration Rule 211 and
Part 500 of NFA Registration Rules is set forth below (additions
are underscored and deletions are bracketed). This is intended
to supersede the amendments to Rule 211 and Part 500 of NFA
Registration Rules proposed in NFA's submission to the Commission
dated December 4, 1992. NFA intends to make the amendments
effective ten days after receipt of this submission by the
Commission unless the Commission notifies NFA within the ten-day

period that the Commission has determined to review the amend-
ments for approval.

REGISTRATION RULES

* » »

PART 200. REGISTRATION REQUIREMENTS AND
PROCEDURES

* * *
Rule 211l. Supplemental Filing Requirements.

[{a)] Notwithstanding any other provision of thesge Rules, NFA
may, at any time, give written notice to any applicant, regis-

trant [, applicant for registration,] or person required to be
registered:
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{a) (1) that information has come to the attention of
NFA'g staff which, if true, could constitute
grounds upon which to base a determination that
the person is unfit to become or to remain regis-
tered in accordance with the Act, the Regulations
thereunder, or NFA Rules and which setg forth such
information[, or] and requests the person to pro-
vide evidence mitigatin he seriousness of the
statutory disqualification get forth in the notice

| and evidence that the person has undergone reha-

| bilitation; or

(2) that NFA has undertaken a routine or periodic
review of the registrant’s fitness to remain so
registered; and

[(2)] (b) that such person, or any individual who based upon his

relationship with that person is required to file a

| Form 8-R in accordance with the requirements of these
Rules, must, within five days of receipt thereof, or
such shorter period of time as NFA may specify, com-
plete and file with NFA a current Form 8-R, in accord-

| ance with the instructions thereto, which must be
accompanied by that individual’'s fingerprints on a
fingerprint card provided by NFA for that purpose.

{(b)] {c) Failure to provide the requested information pursuant
to paragraph {(a)] (b) of this Rule is a violation of
these Rules which in itself constitutes grounds upon
which to base a determination that the [registrant]
person is unfit to become or to remain so registered.

* * *

PART 500. PROCEEDINGS TO DENY, CONDITION, SUSPEND, RE-
STRICT[, OR] AND REVOKE REGISTRATION

Rule 501. Authority to Deny, Condition, Suspend, Regtrict[,] and
Revoke Registration.

NFA may refuse to register[,] or register condition-
ally, [suspend or place restrictions on the registration, or
revoke the registration of] any person [registered or] applying
for registration as a futures commission merchant, introducing
broker, commodity pool operator, commodity trading advisor,
leverage transaction merchant[,]) or associated person of any of
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the foregoing, or suspend, restrict or revcke the registration of

any registrant, based upon [(the grounds for such action and] the
standards of fitness set forth in the Act [applicable to regis-
trations granted by the Commission]. Final written orders
denying or revoking registration, registering conditionally,
suspending[,] or restricting[, or revoking]l registration shall be
made by the [President,] Membership Committeel[,] or its desig-
nated Subcommittee in accordance with the procedures set forth in
[this] Part 500 of these Rules. Such designated Subcommittee
shall consist of three members of the Membership Committee. [:
provided, however, that pending final determination,] (ilIn cases
submitted by the President to the Membership Committee or its
designated Subcommittee, registration shall not be granted

ending a final determination by the Membership Committee or its
designated Subcommittee. [Such designated Subcommittee shall
congist of at least three members of the Membership Committee,
all of whom shall be appointed by a majority of the Membership
Committee] . No member of the Membership Committee or its desig-
nated Subcommittee shall either review a registration matter or
participate in a registration action if the member, or any person
with whom the member is connected, has a financial, personal or
other direct interest in the matter under consideration.

Rule 502. General Provisions.
(a) Service.

(1) For purposes of any proceeding to deny, condition,
suspend, restrict[,] or revoke registration, service
upon an applicant or registrant will be sufficient if
mailed by [registered mail or] certified mail return

receipt requested, delivered to an overnight courier
service or delivered to a messenger service, properly

addressed to the applicant or registrant at the address

shown on [the] his most recent registration application
or any amendment thereto. Service will be complete

upon mailing(.]l, delivery to an overnight courier
service or delivery to a messenger service. Where a
party effects service by mail, the time within which

the person served may respond thereto shall be in-
creased by three days.

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

() any sponsor of the applicant or registrant [pur-
suant to Rule 206] if the applicant or registrant
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is an individual registered as or applying for
registration as an associated person and such

sponsor’'s guarantor, if any: or

(B) any futures commission merchant which has entered
into a guarantee agreement pursuant to CFTC Regqu-
lation 1.10(j) with an applicant or registrant

applying for registration as or registered as an
introducing broker.

(3) Documents served by an applicant or registrant upon NFA
under this Part 500 shall be considered served or filed
only upon actual receipt [at] by the [office]l Legal
Docketing Department of National Futures Association,
200 West Madison Street, Chicago, Illinocis 60606.

(b) Extensions of Time for Filing. [Any request for an exten-
sion of time for filing a written submission, reply, or
response must be made to the President, the Membership
Committee, or its designated Subcommittee, as the case may
be, prior to the expiration of the time for filing. The
President, the Membership Committee, or its designated
Subcommittee may grant such reasonable extensions of time as
deemed appropriate.]

{1) Except as otherwise provided by law or by these Rules,
for good cause shown, the Membership Committee or its
designated Subcommittee before whom a proceeding
brought under these Part 500 Rules is then pending, on
their own motion or the motion of a partv, may at any
time extend or shorten the time limit prescribed by
such Rules for filing any document, 1In any insgtance in
which a time limit is not prescribed for an action to
be taken concerning any matter, the Membership Commit-

tee or its desiganated Subcommittee may get a time limit

for that action.

{2) Abgent extraordinary circumstances, in any instance in
which a time limit that has been prescribed for an
action to be taken exceeds seven days from the date of
the order or Rule establishing the time limit, re ests
for extension of time shall be filed at least five da S

prior to the expiration of the time limit and shall

explain why an extension of time is necessary.

(c¢) Section 8a(2) (E) Disqualification. NFA will not initiate a
proceeding based on a statutory disqualification set forth
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| in Section 8a(2) (E) of the Act if respondeat superior is the
‘ gole basis upon which [the] an_applicant or registrant may
be found subject to such statutory disqualification.

Rule 503. Withdrawal of Application for Registration.

(a) Whenever information comes to the attention of NFA that an
applicant for [initial)] registration in any capacity may be
[found subject to a statutory disqualification]) disqualified
from registration under Section{s] 8a(2), 8a(3), or Ba(4) of
the Act, the [Director of Compliance or the Director’s]
Vice-President of Compliance or the Vice-President’s de-
signee may serve written notice upon the applicant which
shall specify the statutory disqualifications to which the
applicant may be subject and notify the applicant that:

(1) the information, if true, is a basis upon which the
applicant’s registration may be denied;

| (2) unless the applicant voluntarily withdraws {the] hisg

| application, it may be necessary to institute the
denial procedures described in Part 500 of these [fol-
lowing] Rules; and

(3} if the applicant does not confirm in writing that {[the
applicant] he wishes to have [the] his application
given further consideration, [the] his application will
be deemed to have been withdrawn. [The applicant must
serve such written confirmation upon the Secretary
within twenty days after the date the written notice
from NFA was served.)

(b) The applicant must serve the written confirmation referred
to in paragraph (a) {(3) of this Rule upon NFA’s Legal Docket-

ing Department within twenty days of the date the written

notice from NFA was served.

[Rule 504. Notice of Intent to Deny, Condition, Suspend, Re-
strict, 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
registered or applying for registration as a futures commis-
sion merchant, introducing broker, commodity pool operator,
commodity trading advisor, leverage transaction merchant, or
associated person of any of the foregoing stating that:
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registrant is subject to one or more of the statutory dis-

qualifications set forth in Sections 8a(2), 8a{3), or Ba(4)
of the Act;

(1) NFA alleges and is prepared to prove that the applicant or
(2) 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 regis-

tration, the Notice shall specify the conditions or restric-
tions); and

(3) the applicant or registrant is entitled to have the Presgi-
dent consider written evidence of the type set forth in Rule
505. 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 Rule 504.

(b) Termination of Temporary License. If an applicant for
registration is acting in a capacity which requires regig-
tration pursuant to a temporary license, such temporary
license shall terminate five days after service on the
applicant of the Notice of Intent.

Rule 505. Written Submission to the President.

(a) Denial or Revocation Based on Section 8a(2) Disqualifica-
tion. If a Notice of Intent to Deny or Revoke is igsued
alleging a statutory disqualification set forth in Section
8a(2) of the Act, the applicant or registrant may submit
written evidence limited in scope to evidence challenging
the accuracy of the allegations establishing the statutory
disqualification, including evidence as to (1)} the appli-

| cant’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 modification of

any record of conviction, or (5) the favorable disposition
of any appeal.

{b) Section 8a(3) or 8a{4) Disqualification. If the statutory
disqualification alleged is set forth in Sections 8a(3) or
8a(4) of the Act, the applicant or registrant may submit
written evidence of the type set forth in paragraph (a) of

| this Rule challenging the accuracy of the allegations estab-
| lishing the statutory disqualification or may submit other
‘ written evidence showing cause why, notwithstanding the

W .
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accuracy of these allegations, registration should neverthe-

less be granted or should not be conditioned, suspended,
restricted, or revoked.

Time for Filing of Submission. A written submission to the
President must be served upon the Secretary within 20 days
after the date of service of the Notice of Intent upon the
applicant or registrant.

506. Denial of Registration Based on Section 8a(2) Disqual-
ification.

Default of Applicant.

(1) If an applicant for registration who has received a
Notice of Intent to deny registration based on a statu-
tory disqualification set forth in Section 8a{2) of the
Act fails to file a timely written submission in ac-
cordance with Rule 505;

(A) the applicant will be deemed to have waived the
right to submit evidence in writing on all 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 disqualifica-
tion under Section 8a(2) of the Act; and

(B) 20 days after the date the Notice of Intent to
deny is served upon the applicant, such Notice
shall become a final order of NFA denying regis-
tration. NFA shall serve written confirmation

upon the applicant that registration has been
denied.

(2) An applicant for registration against whom the confir-
mation referred to in Rule 506(a) (1) (B) was issued may
file a petition and supporting affidavit with the
Secretary if the Notice of Intent was not timely re-
ceived by the applicant. Upon receipt of the petition,
the order shall be vacated, and NFA shall serve upon
the applicant a copy of the Notice of Intent. The
procedures set forth in this paragraph shall be avail-
able only once to an applicant.

Reply to Written Submission. If an applicant who has re-
ceived a Notice of Intent to deny registration based on a
statutory disqualification set forth in Section 8a(2) of the
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Act makes a written submission pursuant to Rule 505, the
Director of Compliance may within ten days of the receipt of
such submission submit to the President and serve upon the
applicant a written reply.

Determination and Final Order. After the receipt of the
applicant’s written submission and any reply thereto, the
President shall determine whether the applicant is subject
to a statutory disqualification under Section 8a(2) of the
Act. Such determination shall indicate the gstatutory dis-
qualification at issue; the findings made concerning the
statutory disqualification; and an explanation of the result
reached in light of the statutory disqualification shown and
the findings made. Such determination shall be based upon
the application, the evidence of the statutory disqualifica-
tion, the Notice of Intent with proof of service, the writ-
ten 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. Within 30
days after receipt of the applicant’s written submission and
any reply thereto, the President shall issue an order grant -
ing or denying registration.

507. Suspension and Revocation of Registration Based on
Section 8a(2) Disqualification.

Reply to Written Submission. If a registrant who has re-
ceived a Notice of Intent to suspend or revoke registration
based on a statutory disqualification set forth in Section
g8a(2) of the Act makes a written submission pursuant to Rule
505, the Director of Compliance may within ten days of

receipt of such submission submit to the President and serve
upon the registrant a reply.

Initial Determination. After the receipt of the
registrant’s written submission and any reply thereto, or
after the time for filing the written submission has elapsed
if no written submission has then been filed, the President
shall determine whether the registrant is subject to a
statutory disqualification. Such determination shall be
based upon the evidence of the statutory disqualification,
the Notice of Intent with proof of service, the written
submission, if any, filed by the registrant in response
thereto, any written reply submitted by the Director of

Compliance, and such other papers as the President may
require or permit.
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{c) President’s Order.

(1)

(2)

If the President determines that the registrant is not

subject to a statutory disqualification, the President
shall issue an order accordingly.

If the President determines that the registrant is
subject to a statutory disqualification, the President
shall issue an interim order suspending registration
and requiring the registrant to show cause to the
Membership Committee or its designated Subcommittee in
accordance with Rule 507(d) why, notwithstanding the
existence of the statutory disqualification, the regis-
tration should not be revoked. The interim order shall
inform the registrant of the procedures which will be

followed if no response is made in accordance with Rule
507(d).

(A) 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.

(B) If the sole basis upon which the registrant is
subject to a statutory disqualification is the
existence of a temporary order, judgment, or de-
cree 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, except that in no
event shall the registrant be suspended for a
period to exceed six months.

(d) Registrant’s Response. Within twenty days of the date of
the order to show cause, the registrant may file with the
Membership Committee or its designated Subcommittee a writ-
ten response which may include briefs, affidavits, and

| supporting memoranda, but in any event shall be limited in
! content to:

(1)

evidence, not previously set forth in any written
submission filed under Rule 505, challenging the ac-

curacy of the allegations establishing the statutory
disqualification;
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(2) the existence of any facts which constitute a clear and
compelling showing that, notwithstanding the existence
of the statutory disqualification, the continued regis-
tration would be in the public interest; or

(3) in the case of an associated person, written confirma-
tion by the registrant’s sponsor that, notwithstanding
the existence of the statutory disqualification, the
sponsor is willing to supervise the activities of the
registrant subject to such restrictions as the Member-
ship Committee or its designated Subcommittee shall
impose: Provided, that with respect to such sponsor (1)
an adjudicatory proceeding brought by or before the
Commission pursuant to the provisions of Sections 6 (b),
6(c), 6(d}, 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
requirements of CFTC Regulation 1.12(b).

(e) Default of Registrant.

(1) 1If the registrant fails to file a timely response to
the order to show cause, the registrant shall be deemed
in default. The President shall thereafter, upon a
finding that service was effected, enter a final order
revoking, restricting, or further suspending the regis-
tration. Such finding shall be based upon the evidence
of the statutory disqualification, any written submis-
sion filed by the registrant in response to the Notice
of Intent in accordance with Rule 505, and any written
reply thereto submitted by the Director of Compliance.

(2) If the President issues an order under Rule 507 (e) (1)
revoking, restricting, or further suspending registra-
tion, 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 show cause. Such petition must be accompanied
by the registrant’s response. Upon receipt of the
petition, if good cause is shown, the President may
vacate the order.

(f) Reply. Within ten days after receipt of the registrant’'s
response, the Director of Compliance may submit to the
Membership Committee or its designated Subcommittee and
serve upon the registrant a reply.
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Oral Hearings. Oral hearings shall not be granted except
under extraordinary circumstances and upon written request
to the Membership Committee or its designated Subcommittee.
Such request shall include the issues to the addressed, the
evidence to be adduced, and a showing of compelling need.
If the Membership Committee or its designated Subcommittee
determineg to grant a request for an oral hearing, the
hearing shall be conducted pursuant to Rule 509 as the
Membership Committee or its designated Subcommittee deems
necessary and in a manner which shall ensure that the pro-
ceeding is resolved expeditiously.

Final Order. Within 30 days of the receipt of a
registrant’s response to the order to show cause and any
reply thereto, the Membership Committee or its designated
Subcommittee, upon consideration of the record as a whole,
shall make a finding as to whether the registrant has shown
cause why the registration should not be suspended or re-
voked and shall issue an order accordingly. Such order
shall indicate the statutory disqualification at issue; the
findings made concerning the statutory disqualification; and
an explanation of the result reached in light of the statu-
tory disqualification shown and the findings made. 1If the
Membership Committee or its designated Subcommittee, on the
basis of the showing described in Rule 507(d) (2), finds that
notwithstanding the existence of the statutory disqualifica-
tion the registration should not be revoked, the Committee
may issue an order further suspending the registrant for a
period not to exceed six months. In the case of an associ-

ated person the order may further restrict the registration
of the registrant.

Revocation or Suspension of Certain Associated Persons.
Notwithstanding the sponsor’s written confirmation under
Rule 507(d) (3), the Membership Committee or its designated
Subcommittee may issue an order revoking or further suspend-
ing for a period not to exceed six months the registration
of an associated person and, in any event, may not issue an
order restricting such registration if:

(1) the associated person is subject to a statutory dis-
qualification under Section 8a(2) of the Act as a
result of conviction of a felony or misdemeanor under
Section 9 of the Act; or

(2) the associated person has been the subject of more than
one proceeding in which findings of fact constituting a
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statutory disqualification under Section 8a(2) of the
Act have been entered against the associated person; or

(3) the associated person is subject to an adjudicatory
proceeding brought by or before the Commission pursuant

to the provisions of Section 6(b), 6(c), 6(d}, or 8a of
the Act; or

(4) the associated person was Previously granted a condi-
tional or restricted registration and was found to have
failed to conform to such condition or restriction; or

(5) the associated person willfully made any materially
false or misleading statement or willfully omitted to
state any material facts in any written submission
filed under this Part 500 as to any facts which would

constitute statutory disqualifications under Section
8a(2) of the Act; or

(6) the registrant with whom the associated person is
associated willfully made false or misleading state-
ments of material fact in the confirmation referred to
in Rule 507(d) (3) or willfully failed to state any

material facts which were required to be stated there-
in,

Rule 508. Denial, Conditiocning, Suspension, Restriction, or
Revocation of Registration Based on Section 8a(3) or
8a(4) Disqualification.

(a}) Reply to Written Submission. If an applicant or registrant
who has received a Notice of Intent to deny, condition,
suspend, restrict, or revoke registration based on a statu-
tory disqualification sets forth in Sections 8a(3) or 8a(4)
of the Act makes a written submission pursuant to Rule 505,
the Director of Compliance may within ten days of receipt of
such submission submit to the President and serve upon the
applicant or registrant a reply.

(b} 1Initial Determination. After receipt of the applicant’s or
registrant’s written submission and any reply thereto, or
after the time for filing the written submission has elapsed
if no written submission has then been filed, the President
shall determine whether the applicant or registrant has
shown why the registration should not be denied, condi-
tioned, suspended, restricted, or revoked. Such determina-
tion shall be based upon the evidence of the statutory
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disqualification, the Notice of Intent with proof of ser-
vice, the written submissions, if any, filed by the appli-
cant 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 Initial Determination.

(1) If the President determines that registration should
not be denied, conditioned, suspended, restricted, or
revoked, the President shall issue an order accord-
ingly.

(2) If the President determines that registration should be
denied, conditioned, suspended, restricted, or revoked,
the President shall notify the applicant or registrant
and shall inform the applicant or registrant of the
right to request a hearing before the Membership Com-
mittee or its designated Subcommittee. The Notice of
Initial Determination shall inform the applicant or
registrant of the procedures which will be followed if
no hearing is requested in accordance with Rule 508(d).

(d) Right to a Hearing. A hearing before the Membership Commit-
tee or its designated Subcommittee may be obtained by filing
a written request with the Secretary within ten days of the
date of service of Notice of Initial Determination.

(e) Waliver of Hearing: Final Order. If no timely request for a
hearing is received by NFA, the right to a hearing shall be
deemed to have been waived and the President shall, upon
consideration of the record as a whole, make a finding as to
whether the registration should be denied, conditioned,

suspended, restricted, or revoked and shall issue an order
accordingly.

(£) Request for a Hearing. 1If an applicant or registrant makes
a timely request for a hearing on the question of whether
the applicant or registrant is subject to a statutory dis-
qualification under Sections 8a(3) or 8a(4) of the Act, or
whether, notwithstanding the existence of the statutory
disqualification, registration should nevertheless be
granted or should not be conditioned, suspended, restricted
or revoked, a hearing shall thereafter be conducted in ac-
cordance with the procedures set forth in Rule 510 as the

Membership Committee or its designated Subcommittee deems
appropriate.
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(g) Order. Within 30 days of the date of the conclusion of the
hearing, the Membership Committee or its designated Subcom-
mittee shall make a finding as to whether the applicant has
shown that registration should not be denied or conditioned
or whether the registrant has shown that the registration
should not be suspended, restricted, or revoked and shall
igsue an order accordingly. Such final order shall indicate
the statutory disqualification at issue; the findings made
concerning the statutory disqualification; and an explana-
tion of the result reached in light of the statutory dis-
qualification shown and the findings made.

Rule 5039, Hearing Procedures.

If a hearing is held before the Membership Committee or its
designated Subcommittee, a record of the hearing shall be
kept. At such hearing and subject to such limitations as
may be imposed by the Membership Committee or its designated
Subcommittee pursuant to Rule 507(g), the applicant or
registrant may be represented by counsel, submit evidence,
call and examine witnesses, examine the evidence upon which
the President made a determination, and, at the discretion
of the Membership Committee or its designated Subcommittee,
present oral or written argument.

Rule 510. Orders.

(a) Final Orders. Any order issued by the President, the Mem-
bership Committee, or its designated Subcommittee under this
Part 500 (except an interim order suspending registration
pursuant to Rule 507(c) (2) (A) shall become a final order of
NFA on the date of service 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 registrant. Any final order of NFA which
denies, conditions, suspends, restricts, or revokes regis-
tration shall inform the applicant or registrant of the
right to petition the Commission for review under Section
17(0) of the Act and applicable Commission Regulations and
of the right to petition the Commission for a stay of the

effective date of the final order in accordance with Commis-
sion Regulation 171.22.

(b) Effective Date. Any final order of NFA issued under this

section shall become effective 30 days after the date of
service of the order on the applicant or registrant, except

I
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as otherwise indicated by the Commission pursuant to CFTC
Regulations, Part 171.]

Rule

(b)

504. Procedures Governing Applicants and Re igtrants Disg-

qualified From Registration Under Section 8a(2), 8a(3)
or 8a(4) of the Act.

Notice of Intent. On the basis of information which it has

obtained, the President of NFA may at any time serve a

Notice of Intent upon any person registered or applying for

registration in any capacity, stating that:

{1} NFA alleges and is prepared to pbrove that_the applicant

or_ registrant is subject to one or more of the statu-

tory disqualifications set forth in Section 8a(2),
8a(3) or 8a({4) of the Act:

{2) 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 condjtioning or
restricting registration, the Notice shall specify the
proposed conditions or restrictions) ;

(3} the applicant or registrant is entitled to have the

Membership Committee or its designated Subcommittee
consider written evidence of the type set forth in

inform the applicant or registrant of the procedures
which w

paragraph (b) of this Rule. The Notice of Intent shall

ill be followed if no written submission is made
in accordance with this Rule:

;iand

(4) if an applicant for registration has been_granted a
tempora license, such tempora licenge shall termi-

nate five days after service on the applicant of the
Notice of Intent.

Written Response to the Notice of Intent.

{1) Ip response to_a Notice of Intent alleging a disqualj-
fication from registration set forth in Section 8a(2),
8a(3) or 8a(4) of the Act. the applicant or registrant
may submit a written response challenain the accurac
of the allegations establishing the statutory disquali

fication, including evidence as to:

(i) the applicant’s or registrant’'s identity;




NFR

Ms. Jean A. Webb November 29, 19%3

11

1l

-k EE E

the existence of a clerical error in any record docu-
menting the statutory disqualification:

the nature or date of the statutory disqualification:

the post-conviction modification of any record of
conviction; or

the favorable disposition of any appeal.

The applicant or regigtrant shall state the nature of
each challenge in the respongse and gubmit an affidavit
to support facts material to each challenge. In the
responge, if the person is not an associated person or
an introducing broker or an a licant for registration
in either capacity, the applicant or registrant also
shall state whether it intends to show that, notwith-
standing the accuracy of the allegations gset forth in
the Notice of Intent, its registration would pose no
substantial risk to the public. If the person ig an
assgociated person, an_introducing broker or an appli-
cant for regigtration in either capacity, the applicant
or registrant also shall state whether he intends to
show that, notwithstanding the accuracy of the allega-
tions set forth in the Notice of Intent, his full,
conditioned or restricted registration would pose no
substantial risk to the public. If the agsociated
erson _or introducing broker or a licant for registra-
tion in either capacity intends to make such a ghowin
such person also must submit a letter signed by an
officer or general partner authorized to bind the
sponsor or the guarantor. Such letter must state that
the sponsor agrees to si a_Supplemental onso
Certification Statement or the arantor agrees to sign
a4 Supplemental Guarantor ertification Statement and
supervise compliance with any conditions or restric-
tions that may be imposed on the applicant or regis-
trant by the Membership Committee or itg designated
Subcommittee: provided, that with respect to such

SpONsSor or gquarantor:

{A) an adjudicatory proceeding brought by or before:
i} the Commisgion ursuant to the provisions of
Sections 6(b), 6{c), 6c, 6d, Ba or 9 of the Act,
ii) NFA ursuant to NFA Compliance Rules or
these Rules, is not pending and the SPONsSOr or

guarantor is not subject to anv special super-
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visory obligations imposed bv NFA Qr agreed to by
such sponsor or guarantor; and

(B) in the case of a sponsor which is a futures com-

mission merchant or a leverage trangaction mer-
chant, the sponsor is not subiect to the reportin
requirements of NFA Financial Re uirement ction

6_or CFTC Regqulation 31.7(b), regpectively,

Time for Filing of Response. A written response to the
Notice of Intent must be served u on NFA's L.egal Docketin

Department within thirty days of the date of service of the

Notice of Intent upon the applicant or registrant. Such

response must be accompanied by the disgqualification fee

required by Rule 203 (a) (10) .

Default of Applicant or Regigtrant to Notice of Intent. If
the applicant or_ registrant fails to file a timely written
response to the Notice of Intent, the applicant or regis-
trant shall be deemed to have waived his right to submit
guch written response, and the facts stated in the Notice of
Intent shall be deemed to be true for the purpose of finding
that the applicant or registrant is disqualified from regig-
tration under Section 8a(2), 8a(3) or 8a(4) of the Act. The
Membership Committee or its designated Subcommittee shall
thereafter, upon a finding that service was properl

effected in accordance with Rule 502, enter a final order
denvin conditionin suspendin restricting or revokin
the registration. Such finding shall be baged upon the
evidence of the statutory disqualification and the Notice of
Intent with proof of service. In order to prevent injustice
and on such conditions as may be appropria e, the Membershi
Committee or its designated Subcommitte may set agide a
default order. Any motion to set aside a default ghall be
made within a reasonable time, shall gtate the reasons for
the failure to file and shall specify the nature of the
proposed defense.

Further Submiggion in Accordance With Rule 504 (b) (2). If, in
the response to the Notice of Intent, the applicant or
registrant states that he intends to make the showing re-
ferred to jin paragraph (b) (2) of this Rule, he shall, within
fifteen days after filing such responge, file with NFA's
Legal Docketing Department a submission which includes a

statement of the applicant or registrant or his attorney
identifying and summarizing the testimony of each witnes

whom the applicant or registrant intends to have testify in
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support of facts material to his gshowing. Such gubmission
also must include copies of all documents which the appli-

cant or registrant intends to introduce to support facts
material to his showing. In making a showin ursuan [s)

paragraph (b) (2) of this Rule, the applicant or registrant
a

may present:

(1} mitigation evidence relating to the facts and circum-
stances surrounding the disqualifying conduct:

(2) evidence of rehabilitatijon gince the disqualifying

conduct; and

(3) if the person is an associated person or an introduci
broker or an applicant for registration in either
capacity, evidence that the applicant’s or registrant's
registration would be subject to supervigory controls,
including proposed conditions or restrictions likely to
detect future wrongdoing by the applicant or regigtrant
and _protect the public from any harm arising from such
future wrongdoing.,

{£f) NFA's Response. Within gixty days after the later of the
date the applicant or reqgistrant gerves a copy of the re-
sponse to the Notice of Intent on NFA {if no further submis-
sion is to be made in accordance with aragraph (e) of this
Rule) or the date the applicant Or registrant serves a copy
of the further submission made in accordance with paraqraph

e) of this Rule on NFA, the Vice-President of Complianc
shall prepare a response thereto and serve a co of the

response on the applicant or registrant. Such response
shall include either:

(1) a motion for summa judgment stating tha based upon
the applicant’s or registrant’s response and further
submisgsion, if an and_any other materials which are
attached to_the response, there are no_dgenuine issgue

of material fact to be determined and that regigstration
should be denied or revoked; or

{2) a description of the factual issues raised in th
applicant’s or registrant’s res onge and further sub-
mission, if any, that NFA re ards as material and
disputed. Such replv also ghall include the identi
and a summa of the expected testimony of each witness
whom NFA intends to have testifv at its case-in-chief
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and copies of all documents which NFA intends to intro-
d

uce at such hearing,

Oral Bearing. Within thirty davs of the date NFA files its
response in accordance with paragraph (f) of this Rule to

the applicant’s or registrant’s response and fur her submis-

sion, if any, the Membership Committee or its designated

Subcommittee shall:

{1) if the Membership Committee or its designated Subcom-
mittee finds, based on the motion for summa judgment
that a party is entitled to judgment as a matter of
law, isgue an order granting, denving, suspending or
revoking the registration of the applicant or regisg-
trant or withdrawing the Notice of Inten such order
shall be made in accordance with the s andards se

forth in Rules 507(a) and (b}); or

{2) if a motion for summary judgment is not filed or if
such a motion is denied, notify the parties of the time
and place of a hearing. At such hearing, the parties
shall be Jlimited in their case-in-chief to Presentation
of witnesses and documents listed in previoug filings
except for good cause shown.

Order. After the conclusion of the hearin the Membershi

Committee or its designated Subcommittee shall make a find-
ing _as_to whether the applicant has shown that his registra-
tion should not be denied or conditioned or whether the
registrant has shown that his registration should not be
suspended, restricted or revoked and shall issue an order

accordingly, pursuant the standards set forth in Rules 507
{a}) and (b).

Terminatigon. In the event the spongsor of an applicant or
registrant files a Form 8-T reflecting the termination of
employment of such applicant or reqgistrant after he isgsu-
ance of a Notice of Intent but prior to the issuance of a
Final Order, the Membership Committee or its designated

Subcommittee may issue a Withdrawal of Notice of Intent

indicating that because the applicant or re istrant

longer has a sponsor, further broceedingsg are not warranted.
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Rule 505. Procedures Governing Registrants Disqualified From
R

{a)

egistration Under Section 8a(2) of the Act.

Notice of Intent. On the basis of information it has ob-

tained, the President of NFA may at any time gserve a Notice

of Intent upon any person registered in any capacity stating
that :

(1) NFA alleges and is prepared to rove that the reqgis-
trant is subject to one or more of the statutory dis-
qualifications set forth in Section 8a(2) of the Act;

(2) the allegations set forth in the Notice of Intent, if

Lrue, constitute a basis upon which registration can be
suspended or revoked:

{3) the registrant is entitled to have the Membership
Committee or its designated Subcommittee consider
written evidence of the type set forth in paragraph (b)
of this Rule. The Notice of Intent shall inform the
registrant of the procedures which will be followed if

no written submission is made in accordance with thisg
Rule;

(4) the Membership Committee or its designated Subcommittee
shall determine, based upon such written evidence,
whether the registrant is subiect to a statutory dis-
gualification; and

(5) if the registrant is found to be subiject to a statutory
disqualification, the registrant may be suspended and

ordered to show cause why such registration should not
be revoked,

Written Response to the Notice of Intent. In response to a
Notice of Intent alleqing a disgqualification from registra-
tion set forth in Section 8a(2 f the Act, the registrant
may submit a written response limited in scope to evidence

challenging the accuracy of the allegations establishing the

statutory disqualification, including evidence as to:
(1) the registrant's identity;

(2) the existence of a clerical error in any record docu-

menting the statutory disgqualification;

(3) the nature or date of the statutory disqualificatign;
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(4) the post-conviction modification of any record of

conviction; or

the favorable disposition of any appeal.

e B

The registrant shall state the nature of each challenge
in the response and submit an affidavit to s r

facts material to each challenge.

Time for Filing of Response. A written res onge t h
Notice of Intent must be served upon NFA’s Le al Docketin
Department within twenty days of the date of service of the
Notice of Intent upon the registrant. Such response must be

accompanied by the disqualification fee required by Rule
203 {(a) (10) .

Reply to Registrant’s Written Response. If a registrant

files a written response pursuant to paragraph_ (b) of this
Rule, the Vice-President of Compliance may submit a written
reply and serve such reply upon the registrant ithin thirt
days of the date of such written response.

Default of Regigtrant to Notice of Intent. If he reg-
istrant fails to file a timely written response to the
Notice of Intent, the registrant shall be deemed to have
waived hig right to submit such written respons d the
facts stated in the Notice of Intent shall be deemed true
for the purpose of findi that the registrant is disgqualji-
fied from registration under Section 8a(2) of the Act. The
Membership Committee or its designated Subcommittee shall
thereafter, upon a finding that service was roperl

effected in accordance with Rule 502, issue an interim de
suspending registration as described in paragraph 2 £
this Rule. Such finding shall be based upon the evidence of
the statutory disqualification and the Notice of Intent with
proof of service., In order to prevent injustice and on such
conditiong as may be appropriate, the Membershi ommitte

or its designated Subcommittee may set aside a default
order. Any motion to set aside a default shall be made
within a reagonable time, shall gtate the reaso for the

failure to file and shall specifv the nature of the proposed
defense.

Initial Determination. After the receipt of the regis-

trant's written response and any replv theret from th
Vice-President of Compliance, the Membershi Committee or

its desigpnated Subcommittee ghall determine whether the
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registrant is disqualified from registration under Sec ion
Ba(2) of the Act. Such determination shall be based upon
the evidence of the statuto disqualification e Notice
of Intent with proof of service, the written res onge, i

any, filed by the registrant, any written reply submitted by

the Vice-Pregident of Compliance and such other erg as

the Membership Committee or its designated Subcommittee may

reguire or permit.
(g) Interim Ordex,

(1) If the Membership Committee or its designated Subcom-

mittee determines that the registrant is no disquali-
fied from registration under Section 8a of the Act
the Membership Committee or its designated S bcommittee
shall isgue a Withdrawal of Notice of Inten withi
thirty days after receipt of the reqgistrant’'s written
response and any reply thereto, In such Withdrawal of
Notice of Intent, the Membership Committee or its
designated Subcommittee shall make a findin that the

registrant is not disqualified from registration under
Section B8a(2) of the Act.

{2) If the Membership Committee or its designated Subcom-
mittee determines that the reaqistrant is dis alified
under Section B8a(2) of the Act, the Membership Commit-
tee or jts designated Subcommittee within thirt avs
after receipt of the registrant’s written response, if
an and any reply thereto, shall issue an i erim
order suspending the registration of the reqi trant and
requiring him to show cause within twentv da 8 of the
date of such order wh notwithstanding the existence
of the gtatuto disqualification, his registration
should not be revoked. The interim order shall inform
the registrant of the procedures which will be foll wed

if no response is made in accordance with this Rule,

(A) The registration of the registrant shal sus-
ended, effective five davs after the i terim
order is served upon the registrant. an guch

suspension shall remain in effect until a final
order has been issued.

{B) If the sole basis upon which the registrant is
disqualified from registration is the existence of
a tempora order, judgment, or decree of the e
described in Section 8a(2) (C) of the Act, the
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order to show cause shall not be ig ued and the
registrant shall be suspended until uch time a
the temporary order, judgment, or decree shall

have expired, except that in no event shall the

regigtrant be suspended for a period to exceed gix
months.

{h) Default of Registrant. If the registrant fails to file a
timely written response to the order to show caus the
registrant shall be deemed to have waived his right to
gsubmit evidence jin writing on all issues. The Membershi
Committee or its designated Subcommittee shall thereafter.
upon a finding that gervice was properly effected in accor-
dance with Rule 502, enter a final order reyokin regtrict-
ing or further suspending the registration. Such findin
shall be based upon the evidence of the gtatutory disquali-
fication, any written submission filed by the registrant in
response to the Notice of Intent and any written reply
thereto submitted by the Vice-President of Compliance.

(i) Termination. In the event the sponsor of a registrant files
a Form 8-T reflecting the termination of employment of such
registrant after the issuance of the Notice of Intent or
Interim Order, the Membership Committee or its designated

Subcommittee may issue a Withdrawal of Notice of Intent or a
Withdrawal of Notice of Intent and Interim Order indicating

that because the registrant no longer has a gponsor, further
proceedings are not warranted.

(i) Further Proceedings. If an order to show cause is issued
ursuant to paraqra 2) of this Rule, further proceed-
ings with regard to such order shall be conducted in accord-

ance with the provisions of Rules 504 {b) {2) through 504 (i),
506, 507, 508 and 509.

Rule 506. Hearing Procedures,

(a) When a hearing is held before the Membership Committee or
its designated Subcommittee, a record of the hearing shall
be kept. At such hearing, the applicant Or regigtrant may
be represented counsel, submit evidenc call and examine
witnegses, examine the evidence upon which the Membershi
Committee or its designated Subcommittee made a_determina-
tion as well as an ccumenta evidence which NFA intends
to present at the hearing and, at the discretion of the

Membersghip Committee or jits designated Subcommittee, present

oral or written argument.
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Upon notice of the time and place of an oral hearin he
arties mav elect t articipate by telephone. To effect
guch an election, a party shall file a notic with NFA’sg
Legal Docketing Department and serve a c on all opposin
arties within fifteen days of the date such notice ig
sexrved. The filing of an election to partici ate by tele-
hone will be deemed a waiver of the party’s right to a full
oral hearing on the parties’ material di utegs of fact. The
Membership Committee or its designated S bcommittee ghall
order telephonic hearing only if all parti 8 to the pro-
ceeding elect such rocedure. Such telephonic hearin
shall be held in accordance with the procedures set forth in
the order. Following the telephonic hearin the Membershi
Committee or its designated Subcommittee ghall isgue a

written decision in accordance with the standards set forth
in paragraphs

a) and {b) of Rule 507.

Rule 507.

507. Decision of Membership Committee.

Standards of Proof. The written decision of the Membershi
Committee or its designated Subcommittee shall specificall
consider whether NFA has shown by a pre onderance of the
evidence that the applicant or registrant is subject to the
statuto disqualification from registration set forth in
the Notice of Intent and, where appropriate:

{1) in actions involving statutory disqualifications s
forth in Section 8a(2) of the Act whether the appli-
cant or registrant has made a clear and convin in
showing that, notwithstanding the exist nce of the
statutory disqualification, ful conditioned or re-

stricted registration would not pose a substantial risk
to the public;

or

{2) in actions involving statutory disqualifications set
forth in Sections 8a(3) or 8a(4) of the Act, whether
the applican r registrant has shown reponder -
ance of the evidence that, notwithstanding the exig-
Ltence of the statuto disqualification, full., condi-
tioned or regtricted registration would not pose a

substantial risk to the public,

Findings. 1In making its written decision, the Membershi
Committee or its designated Subcommittee shall set forth
facts material to its conclusion and provide an explanation
of its decision in light of the statutory disqualification
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set forth in the Notice of Intent and, where appropria

its findings regarding:

(1) evidence mitigating the seriousness of the wrongdoin

underlvying the applicant’s or registrant’s statutory
dig

gualification;

(2) evidence that the applicant or re istrant has undergone
rehabiljitation since the time of the wrongful conduct
underlying the statutory disqualification: and

{3) if the person is an associated person or introd cin
broker or ap applicant for reqgistration in either
capacit evidence that the applicant’s or re istrant’s
regigtration on a conditional or restricted basis would
be subject to supervisory controls likely both to
detect future wrongful conduct by the a licant or
registrant and protect the public from any harm arisin
from_guch conduct. Any decision pr viding for a condi-
tioned or restricted registration shail take into
congideration the applicant’s or registrant’s statutory
disqualification and the time period remaining on such
statuto disqualification. Such decision shall fix a

time period after which the associated person and his

sponsor or the introducing broker and its quarantor may

petition to lift or modify the conditions or restric- -

tions in accordance with Rule 510.

Rule 508,

508. Orders.

Final Orders and Withdrawals of Notice of Intent. All
orders grantin denyin conditionin regtrictin sus-
pending or revoking registration under this Part 500 {except
an interim order suspending reqgistration ursuant to Rul

505 2 and all orders denying motions to vacate default
orders_pursuant to Rule 504(d) shall become a final order of
NFA on_the date of service upon the a licant or reqgigtrant.
All Withdrawals of Notice of Intent issued shall becom

final on the date of service upon the a icant_or regis-
trant. A copy of each final order and Withdrawal of Notice
of Intent issued by NFA shall be served upon the Commisgion
at the same time it is served upon the applicant or reqis-

trant. All final orders shall inform the a licant or
registrant of his right to petition the Commiggion for
review under Section 17(o) of the Act and a licable mmis-
sion Requlations and of the right to petition the Commiggion
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for a stay of the effective date of the final order in
accordance with Commission R lation 171.22.

(b) Effective Date. Any final order of NFA or Wit drawa f
Notice of Intent igsued under this Part 500 sh 11 ome
effective thirty days after the date of service of the order
on the applicant or registrant, except as othe ige directed
by the Commission pursuant to CFTC Regulations. Part 171.

Rule 509. Settlements.

{(a) When Offers May be Made. Parties ma ropoge offers of
settlement at any time during the course of the proceeding.,
All offers of settlement shall be in writing.

(b) Content of Offer. Each offer of settlement made by a re-
spondent shall:

(1) acknowledge service of the Notice of Intent;

(2} admit the jurisdiction of NFA with res ect to the
matters set forth in the Notice of Intent;

{3) include a waiver of:

{A) a hearing,

(B) all post-hearing procedures,

(C) Commission and judicial review, and

(D) any objection to NFA staff’s partici ation in th
consideration of the offer bv the Membershi m-
mittee or its designated Subcommittee;

{4) stipulate the basis in the record on whic a final
order may be entered, which basis ma ongist solel f
the Notice of Intent and any findings contained in the
offer of settlement; and

(5) consent to the ent of a final order reflecting the

terms of settlement aareed upon, including where appro-

priate:

{A} findings that the respondent is dis alified from

registration under Section 8a(2), 8a(3) or 8al{4)

of the Act, and
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(B) the revocation, suspension denial or qranting of

full registration or imposition of conditioned or
restricted registration.

Submission of Offer. Offers of settlemen made by a respon-
dent shall be submitted in writing to NFA staff, which shall
present them to the Membership Committee or its designated
Subcommittee with staff’s recommendation. NFA staff shall
inform the regpondent if the recommendati n will be unfavor-
able, in which case the offer shall not b resented to the
Membership Committee or its designated Subcommittee unless
the respondent so reguests. Any offer of settlement not
resented to the Membership Committee or its desi ted
Subcommittee shall be null and void with respect to an
acknowledgement, admission, waiver, stipulation or consent
contained therein and shall not be used in any manner in the

proceeding by any party thereto.

Acceptance of Offer. The offer of gsettlement will only be

deemed accepted upon issuance by the Membership Commi e or
its degignated Subcommittee of a final order based on th

offer. Upon issuance of the final order, the proceeding
shall be termjpated as to the respondent involved.

Rejection of Offer, When an offer of set lement is rejected
by the Membership Committee or its desi nated Subcommittee
the party making the offer shall be notified b NFA staff
and the offer of settlement shall be de med withdrawn A
rejected offer of settlement and anv do umentg relatin
thereto shall not constitute a part of th record in th
roceeding. The offer will be null and v id with regpect to

any acknowledgment, admission, waiver, stipulation or_con-
sent contained therein and shall not be used in any manner
in the proceeding by a arty thereto.

5§10. Procedureg to Lift or Modify Conditions or Restric-
tions.

Petition. The registrant and his Sponsoy or guarantor may
file a petition to 1ift or modify the conditions or restric-

tions on the registrant’'s registration.

(1) The petition may be filed after the period gpecified in

the final order imposing the conditioned or regtricted
istration.

redl
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{2) 1In the petition, the registrant and his sponsor
uarantor shall be limited to a showin affidavi
that the conditions or restrictions set rth in th
final order have been satisfied. The affidavit of a
Sponsor o uarantor must be sworn to on behalf of the

sponsor or guarantor by a person with actual knowledge

of the registrant’s activities.

Response.

{1) Within thirty days of receipt of the petition pursuant
Lo paragraph (a) of this Rule, NFA staff shall file a
response. The response shall include a ecommendation
by staff as to whether to continue the conditions or

restrictions, modify the conditions or restrictions or

allow for a full registration.

{2) If NFA staff agrees with the petitioner’s request to
lift or modify conditions or restrictions on_th eti-
tioner’s registration, it shall so recommend to the
Membership Committee or its desiqnated Subcommittee.
Such recommendation will only be deemed accepted upon
issuance by the Membership Committee or its designated

Subcommittee of an order lifting or modifying the

conditions or restrictions on the petitioner‘s regis-

tration.

Oral Hearing. If NFA staff requests a continuation or a
modification of the conditions or res rictions on the regis-
tration other than in accordance with the terms of the

etition, the Membership Committee or its designated Subcom-
mittee shall, within thirty days of the date hat th -
sponse is file ursuant to paragra of this Rul

etermine whether an oral hearing is appr riate to th
resolution of the registrant’s petition.

{1) If the Membership Committee or its degignated Subcom-
mittee determines that an oral hearing is a ropriate
it shall notify the parties of its dete ination and
shall schedule and conduct an oral hearing in accord-
ance with Rule 506, Following the hearing, the Member-
ship Committee or jits designated Subcommittee shall
issue a written decision or an order.

(2) f the Membership Committee or its degignated Subcom-

mittee concludes that an oral hearing is unnecessary,
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it shall notify the parties and issue a written deci-
gsion or an order.

Respectfully submitted,

Daniel J. ﬁgth
General Counsel

DJR:ckm(sub\112993.reqg)

cc: Acting Chairman Sheila C. Bair
Commissioner Joseph B. Dial
Andrea M. Corcoran, Esq.
Dennis P. Klejna, Esqg.
Alan L. Seifert, Esq.
Susan C. Ervin, Esq.
Lawrence B. Patent, Esq.
David Van Wagner, Esqg.




COMMODITY FUTURES TRADING COMMISSION
2033 K Street, NW, Washington, DC 20581
(202) 254 - 8955
(202) 254 - 8010 Facsimile

DIVISION OF
TRADING AND MARKETS

December 13, 1993

Mr. Daniel J. Roth

General Counsel

National Futures Association
200 West Madison Street
Chicago, Illinois 60606

Re: Proposed Amendments to Rule 211 and Part 500
of Registration Rules--Procedures for
Registration Disqualifications

Dear Mr. Roth:

By letter dated November 29, 1993 and received on December
1, 1993, the National Futures Association ("NFA") submitted the
above-referenced proposal to the Commission. NFA’s submissions
invoked the "ten-day" provision of Section 17(j) of the Commodity
Exchange Act ("Act") to permit the above-referenced proposal to
become effective ten days after Commission receipt unless the

Commission determined to review the proposal for approval and so
notified NFA.

Please be advised that the Division of Trading and Markets
has examined the above-referenced proposal and has decided to not
review the proposal, as provided under Section 17(j) of the Act.

Very truly yours,

N ) A (S
pC & AASL

/7 John C. L&wton
v Associate Director

EGEIVE
CDEC | 7198 [

GENERAL COUNSEL'S OFFICE |
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Amendments to
NFA Bylaws 515 and 708 and
Rule 211 and Part 500 of NFA Registration Rules
Become Effective

By letters dated November 29, 1993, NFA submitted
proposed amendments to NFA Bylaws 515 and 708 (formerly Bylaw
707) and Rule 211 and Part 500 of NFA Registration Rules. Please
be advised that the Commission dismissed review of the proposed

amendments. The amendments, therefore, become effective on
December 10, 1993.

Chris Makino



N FH NATIONAL FUTURES ASSOCIATION
‘:‘: 200 W. MADISON ST. » CHICAGO, IL » §0806-3447 « {312} 761-1300
October 26, 1993

VIA QOVERNIGHT MATL

David Van Wagner

Division of Trading and Markets
Commodity Futures Trading Commission
2033 K Street, N.W.

washington, D.C. 20581

Re: NFA Registration Rules 211 and Part 500
Dear David:

Enclosed please find copies of the revised Registration
Rules 211 and Part 500 approved by NFA’s Executive Committee.
These revisions incorporate the changes you and I discussed based
on the concerns raised by the Commission staff. Essentially, NFA
Rule 211 was revised to mirror Commission Regulation 3.22, and
the revised Part 500 rules do not involve NFA’s President in the
decision-making process subsequent to the issuance of the Notice
of Intent.

The Board of Directors will consider these proposed
rules at its November 18, 1993 meeting, requiring distribution of
the draft rules to the Board Members on November 4, 1993.
Assuming that the Commission staff has no objections to the rules
as revised, NFA intends to submit them to the Commission after
Board approval for a ten-day review. Please telephone me if you
have any questions or with any comments.

Sincerely,

. L4
Michael 3. CrdWwley
Associate CGeneral Counsel

MJC:jac (Ltrs\RegRules.MJC)
Enclosures




