
J\ NATTONAL FUTURES ASSOCTAT]ON

I 1200 w. MADrsoN sT.cHlcAGo, tL.600o0.(3r2) 78r.r300

October 5, L988

!'1s . Jean A. webb
Secretar iat
Commodity Futures Trading Conmiss ion
2033 K Street, N.W.
Washington, D.C.20581

Re: National Futures Association: proposed Amendment to
Bylaw 703; Proposed Bylaw 706; and Proposed Amendnentsto Sections I,2,3,4,6,7,9, 10, 11, and 12 of
NFA's Code of Arbitration.

Dear !.{s. Webb:

Pursuant to Section 17(j) of the Comnodity Exchange Act
as anended ("the act"), National Futures Association ( "NfA" ihereby subnits to the Comrnodi ty Futures Trading Commi.ssion
("Commission" ) a proposed amendment to NFA Byliw 703, a proposed
Bylaw 706, and amendments to Sections !,2,3, 4, 6,7, b,1O,1l-, and 12 of NFA's Code of Arbitration. The amendments were
approved by NFA's Board of Directors (',the Board" ) at its meeting
on August 25, f988. NpA respectfully requests Commission review
and approval of the proposed amendments and new By1aw.

I. PROPOSED AMENDMENT TO NFA BYLAW 703, PROPOSED NAW BYLAW 706

A. Amendment to Bylaw 703 and
prohibiL members of NFA' s
Nominating Committee f rom
infornation (additions are

proposed new Bylaw
Advisory Conuni t t ees
misusing material,

706 to
and

non-publ ic
underscored):

BYI,AT{S

***

CEAPTER 7
COIII,IITTEES

Bylaw 703. Advisory Comittee.

The Board shal1 appoint advisory coNnittees, not havingor exercising the authority of the Board, including a
committee to advise the Board on FCl.t matters and a
corunittee to advise the Board on matters reLatinq to
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Byl-aw 706. Noninating Committee

A. Webb
5, 1988

conrnodity pool operators and cornrnodity tradingadvisors. No person then serving as I member-of the
Board shall simultaneously serve as a member of any NFA
advisory committee. Each member of an advisorv
committee shaIl serve for three (3) years, excipt thatthe terms initially established sha1I be staggered, oruntil the member's successor is appointed andqualified, or until the member,s iiath, resignation,ineligibility or removal. A vacancy in an advisory
corunittee sha11 be filled in the nanner prescribed- in
By1avr 601 for officers. A Corunittee menber mav be
removed by the Board whenever in its judgement the bestinterests of NFA witl be served thereby. No nember of
an advi ggry, cgmrni tlge shall gse -or disclosdln-'aEEiETl-
non-puDItc rntormatron, obtained as a result ofparcrcrpatton on the advlsgrv conunittee, for anypurpose gther _than tle performangE oE oEEfEfEf- uties
as a memDer or the aclvlsorv conmj.ttee.

non-pub.l-f c rntormatron, obtained as a result o
on on the ttee or anv Subcommittee

ereo or an rformance of
uEJ.es as a ttee or an

reo

B. Explanation of proposed amendment to Bylaw 203 and
proposed ne$, Bylaw 706,

llho nr^nna
Bylaw ?06 wilr- co;ro:fl iffi{Tli.;3 llii""3,?ir33i.l'f;il:i:.1:X
1.59(c) which, in effect, requires self-regulatory orginizations

).to adopt rules prohiUiting rnembers of any-gov6rning boardor conunittee of the SRO from improperly using maleiial, noi-pub]-ic inforrnation obtained as a result of pirticipation on anv
coruniEtee or governing board. On February iS, l9AA, the Board
anended Bylae, 704 and adopted Byla$, 5L4 to apply the prohibitions
against the misuse of rirateriar, non-pubric inioimation to rnembersof the Board of Directors and the negional Business ConductConmittees. The presen! amendtnent to aylaw 703 and the adoption
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9f n9w Bylav, 706 will extend these prohibitions to the Advisory
Committees and to the Noninating Comnittee.

_ NFA respectfully requests Conmission approval of theproposed anendnent to By1av, 703 and the adoption-of Bylar, 706.
NFA requests that the Commission declare the proposed amendmentand new By1ar., effective irnmediately upon approvai by the
Conmission.

II. PROPOSED A}4ENDII{ENTS TO SECTIONS
an

Amendments to NFA's
3, 4, 6,7, g, l.0,-
policies (additions
lbracketedl):

Code of Arbitration, Sections l, 2,
11, and 12 to incorporate existing
are underscored and del,etions are

IIIO

istered when the acts orhransactions that are t he-E[b-]EEE-6 e d].spute occurr
( under NFA ByLavrs every person who iffirnbe
\^rithin the meaning of the term 'tassoeiated person,, as used in

CODE OF ARBITRATION

Section 1. Definitions.
(a) "Associate,' - rneans

r,r i th NFA as an Associate or was so

( i ) nFutures,'

t(a) l

As used in this Code-

a person who is registered

Sectj.on 4k of the Comnodity Exchange ect, and who is requiredbe registered as such with the Commj-ssi,on, must reqistei witnas an Associate. )

to
NFA

(g) [ " f'Ctt" ] iFutures Conmission .t{erchant n -futures conmission merchffie
Exchange Act, and that is required to be registered asthe Commodity Exchange Act and Cornmission Rutes.

means a
Commodi ty

such under

- includes:

(1) options contracts traded on a CFTC
l-icensed exchange i

(2) options contracts granted by a
person that has registered with the
Conmission uniler Section 4c(d) of the

t (b) l
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NTH

(i)

t (c) l

tltlember " -
a I'lembe r at

means a
the Lime

Menber of NFA
the acts or
spuce occu r r

Act as a grantor of such option
contracts or has notified the Comnission
under the Commissionts rules that it i-squalified to grant such option
contracts; and

(3) foreign futures and foreign options
transactions made or to be nade on orsubject to Lhe rules of a foreiqn boardof trade for or on behalf of foieion
futures and forej.gn opt j.ons custom6rs as
those terms are defined in the
Corunission's ru1es.

(k)
$ras

or a person that
transactions that

are

Section 2. Arbitrable Disputes.

(a) r/hndatory Arbitration.

l]l Claims. Except as provided in Sections 5 and 6 of thisL;ooe srrt,h respect to timeliness requirements, the followinqdrsputes shall be arbitrated under this Code if the disput6
iltlolyes conunodity futures contracts and does not requiie ior itsadJucrrcat].0n the presence of nitnesses or other third partiesover erhom NFA lacks jurisdiction and lrho are not otherwiseavaiLable:

lAlg dispute. for which arbitration is sought by acustomer against a Member or employee theieof,-orAssociate, provided that-
(A)

(B)

the customer
merchant, IF]

is not aIn FClif ]floor IB ] broker,
futures commi ss ion
Member or AssoCiate;

the custoner has not contractually agreed, beforethe claim arose, to submit the dispute to asettlement procedure other than NFA arbitration,
pursuant to a l-avrfuL agreement that complies r"rith
Conunission Rule 180.3;
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(D)

Any pre-dispute
FC!4, IB, CPO, or

if brought against a Member or employee thereof,
the Menber is aIn FC!,l] futures commission
mershegq, an I r ] int roducTi!-fe-][ElEil-?-
TEI@ihoai ty_ t P I Eoor t o 1 gp6rit6i or a 

- 
[ C ) comrnodi ty

lTJErading IA]4dvisor. -
(ii) tAla custoner cl-airn that is required to bearbitrated by NFA under a lawfut- agreement that

complies with Comrnission Rule 190.3.
(iii) [A]a customer claim whose resolution has been

delegated to NFA by a contract market under Section
5a(11) of the Conmodity Exchange Act.

(iv) IAla dispute for which arbitration is sought between
Members in the categories listed in Section2(a)(1)(i)(D) of this Code, or emplovees thereof orAssociates, where at least one suih ilembe r or
employer of such employee or Associate is not a
l4ember of a contract market.

(C) the dispute does not sole1y involve cash rnarket
transactions that are not part of or directly
connected with a conmodity futures transaction;
and

Section 3. Pre-Dispute Arbitration Agreements.

arbitration agreement between a customer and aIn
CTAI futures con!{nission merchant, introducinqbroker, comrnodi t

r or Assoclate ereof t
RuLe 180.3 shall be

Section 4.

rator or co unoditv tradinq-aAtfsor
not comply with Coruni ss ion

unenforceable under this Code.

Arbitration Panel.

(a) Appointment of panel .

Al-f arbitration proceedings under this code shalr be conductedbefore an arbitration panel consisting of three NFA Members orindividuars connected therewith lone iuch Iqember or individuar.designated as- [p]Bane] Chairman) appointed by the president,
except thaE r^rhere the aggregate amount of the customer's claims
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(exclusive of interest ancl costs) plus the aggregate amount ofaly counterclaims (exclusive of interest and -os[s) do not exceed
S5'000, the Panel shall consist of one such person unless the
Secretary directs otherwise: provided, however, if the customerin an arbitration under Section 2(a) of this Code so requests inthe Demand for Arbitration (see Section 6(c) of this Code), the
Chairman and at least one other nember of the panel, and thePanel member vrhere there is a single-member pane1, sha1l not be
connected with an NFA l,tenber or NFA (except as NFA arbitrators).For purposes of thiq section, any individual rho performs a

amounE ot nork on
was a

o
ror

rs
eor

or iates
s

E.

Section 5. Initiation of Arbitration.

(c) Denand for Arbitration.
If such person wishes to proceed with the arbitrationr suchperson, within 35 days after the date of transmittal bv theSecretary under (b) above, sha11 [return] serve the coirpleted
Demand for Arbitration Ito] e! the Secretaiy togetner "itn theappropriate fee (see SectionJl below) and,-in in arbitration
under. Section 2(a)(I)(ii) or 2(b) above, a copy of the agreementto arbitrate. The Secretary shaIl promptly review each 6emandfor Arbitration for completeness. any bemlnd for Arbitration
vrhich the Secretary deems to be incoml1ete, or $rhich is not
accompanred-by the appropriate fee, shall be returned by
I registered] certified mai1. In that event, such perso; sha1I
Isubrnit ] ggl,rg-a-E6ilileted Demand for Arbitiation,' totelnei- witirany unpaid-TEE, with-in 20 days following transmittaL 6y thesecretary. The secretary sha11 reject iny Demand for irbitrationwhich has not been tinel_y fiIed, oi for wnicn the appropriate feehas not been pa id.

(d) Notice to Respondent.

The Secretary sha11 promptly Iprovidel
conpleted Denand for Arbitration Ito]therein as a Respondent, and a copy ofarbitrate.

serve a copy of the
on each person named
any agreement to
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(e) Answer.

The Respondent shall Isubmit ] serve an A[a]ns!.rer ttol on theSecretary vrithin 45 days fronr TEE-da t e of I transmittall-serviceof the Denand for Arbitration Ito] on the Respondent bv EEe-Secretarv. The Respondent shall coi-currently- [ providEj-GE?ve a
copy of the Anssrer ltoJ o! the C1aimant. An-allegation fi-E'e
Demand for Arbitration tEet is not denied in the insr,re. shall be
deemed by the Panel to be admitted.

(f) Section 2(ar(21 Counterclain.

Any counterclaim under Section 2(a) 12) must be asserted in the
Ans$rer, unless the Claimant consents to a later assertion of the

NFh

counterclaim. ff any counterclaim is asserted, the partyasserting the counterclaim shalL promptly remit the lppropriate
f ee to the Secretary ( see Section- l-1 belo\l, ) . Anv counterclaim
r,rhich the secretary degms to be incomplete, or-Ffi-irc-En--IE- nEE-

olys fgJ-l-or,rrng selv+ce.by the Secretary. Irne pe-Eon agafnst
wnom tne countercralm is asserted shalr ansr^rer the countercraimby subnitting a RepLy to the Secretary, within 35 days after thedate of the Answer or Iater assertion of the counterilaim, andconcurrentl-y shall_ provide a copy to the counterclaiming
RespondenL. Any allegation in the counterclain that is noL
denied in the Reply shall be deemed by the panel- to be admitted.lThe Secretary shall reject any counterclaim which has not beentimely filed, or for which the appropriate fee has not been paid.

(g) Reprv to counterclain.

e approprrate fee, s
n t event, su serve a

counte r cIa an ee, hri thi n 20

s afEer the e ot service o e Answer or coun t e rc-[ae secretarv, a concurrent serve a coDv of theon the countercla Nq RES ent. alleqation in the
coun t e rcla s not e deemedn

(h) Amendments to Claim or Counterclaim

After the appointment of a pane}, no new or different clain or
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(i)
reta sha1l acce Ean Answer or

nearl.nq.
-'i--r.-------,t-oo't ecE I on
r].Irng.

ver, the retar or an
thr ard to t

Reply filed prior to the
rty may present an

e t].mel.].ness ol an

When Demands for Arbitration involving conmon questions of factor arising from the same act or trans;ction are- received bv theSecretary, the Secretary may, whether or not at the request ofany party, order any or all of the proceedings to be consotidatedror hearrng rn the interest of providing a fair, equitable, andexpeditious procedure and may take such-action conderning iheproceedi.ngs herein as may tend to avoid unnecessarv orunreasonable deIay.

t(h)1 (k) Appointnent of panel; Disclosure and
Chall-enge.

The President shaLl thereupon appoint, pursuant bo Section 4(a),an arbitration panel to resol-ve ahe dispute t,l. [and t]TheSecretary shaI1 promptly notify the parlies of the narnes,

I (9) 1 (j) Consolidation.

rt

busiless affiliations, and other information relevant to thec.tassl.ttcatlon o rator as anelist. o! the members o
to such a

e PaneL so aDDoi n te
intment shal1 be s cif +!randeceron of a

to the President in wiltten
scrose to

r

ch
resrdent any
i ty, including any bias

or cause an
r apporn

or any financial interest in the result of- the arbitr;tioi or anvpast or present relationship r,rith the parties or their Icounsel]'rep"resentat ives . Upon receipt of such information from such
nember or other source, the president shalI conmunicate suchinformation to the parties, and if the president deens itappropriate to do so, to the member and others. Thereafter, thePresident shalL determine whether the member should bedisqualified and shall inform the parties of the decision, whichshall be concLusive.

ci. rcumstances . 1i kely to affect impartiality, includ

(r) Arbitrator's Oath.

Before- proceeding wi.th the hearing, ach arbitrator shall execuce
?tt out|'l "n"r"betermlne the matter ore the Pane
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t (i) 1(n) Computarion of Time.

. (1) For purposes of sati.sfying the timeLinessrequrrements of Sectiong g.(cJ, 6(e), Iana1 61f), and 6(g),Itransmittal ] service sha1l be deelned-to occur on the earr-ier ofthe dates tnat-EoEimEnts are mailed by NFA or the date that
documents are del-ivered by NFA and Isirbnission or returnl serviceon NFA shaLl be deemed to occur on the earr.ier of the da IeE-TEEE-
documents are mailed to NFA as evidenced by postmark or affidavitof service, or the date personally delivered- to Hfe.

_ (2) The counting of days shall include a1I calendardays and should a due date fall on a weekend or legal- holiday,
such due date will be conputed as the next businesi day on whichmail is delivered.

(n) Service of Process.

Unless othe rtri se indicated, service ma be acc lished b handrsc class or cer use
ene ra re o cne

nown a on recor
e serv ce

on a Darresenta

(o) Address of Record.

Section 7. Right to CounseL.

address of any such represen e Panel nay bar fromthe procee@r-dilatory, oisiipiive orcontumacious conduct.

e

Lparty shall promptly notify the Secretary of any chanqe in the
ottrecord wrth NFA-

A party-may be represented at anv time throughout Ehe arbitration
qlggg"dilq by an arrorney-a
arlitration proceeding, Lutl anil sha11 serve- timelv notic; inwliting or=l tne Secretary and d
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Section 9.

(a) Place,

Eearing .

Time and Notice of Eearing.
Except as provided in_paragraph t(f)l (q) of this section, lassoon as practicable after appointment oFtne paneL,I the placeand time of the hearing snaft be determined in the iolediscretion of the Secretary, vrho shall enaleavor to accommodate,if possible, the preferences of all parties and nenbers of ifre
Panel . [The Secretary shal]. gj.ve nolice to each party of theplace and time of the hearing at least I0 days be?ore-the hearingdate.I Upon setting the in tiat hearing dati, tfre Secretarvsnatt qi

Secretarv sha1l qivenearrng or Ehe ctate, tinle qnd place. The SecrbtEiv shalf qive

Procedure.

Each" party,may appear personally at the hearing totestify and produce evidence.

Each party (or the party,s representative) maypresent opening and closing arguments, and may
examine any _other party or witness at the heaiing
and any evidence produced at the hear j.ng.

The Panel need not apply the technical rules of
evidence.

Unless waived by the parties, the panel shall
cause a verbatim record to be nrade of the hearing,but no party shalt be required to bear the costsof making the record unless the party requests atranscript, in rrhich case a tranicript must befurnished.

A11. testimony at the hearing shall be given underoath.

The Panel may al1ow sti.pulations and establishother procedures as appropriate to expedite theproceeding. The panel may consider aifidavits but
sha11 give then such v,/eight as i t deemsappropriate after considering objections to them.

(b)

t(i)l(1)

t(ii)l(2)

t ( iii ) I (3 )

t (iv) I (4)

I (v) l(5)

t (vi) I (6)
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t(vii)l(7) The panel may direct t{embers and persons connectedtherewith to testify and produce documentary
evidence.

(8) The partv requesting the appearance of a non-partv
appearancq. For purposes of this sEEEion, an

oyee or an Associate of an

ned b the Panel their own motion or onThe record be reo
e moE lon a par

ssuance o avra ro .
automatica

t(viii)l(9) In all other respects, the hearing procedure shal-lbe determined by the pane]. the panel sna11afford the parties every reasonable opportunity topresent their case completelv.

( Reopening the Record-e)

ma
OE cause at an

on to n
nqr the

rror co E
recor sta

t (e) I (f) Waiver of Defects.

Where appropriate, the panel may excuse any failure to cornplywith any,provision of this section, or any panel notice, oid.r,or procedure.

t (f) I (g) S,,lnmary proceeding.

qh wr i ttensuomrssrons $rhen:

(1) lWhere] the aggregate amount of the customer'sclaims (exclusive of interest and costs) DIus theaggregate amount of counterclains (exclusive ofinterest and costs) is under S2500.00, Itheproceeding shall be cbnducted entirely throughr,rritten submissionsl unless the Secretarv or the
Panel- directs otherhrise [. ]; or

lL the Pane] has cgnEe4ted to the rdritten aqreementof tne
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Section I0. Award.

(a) Issuance.

(c) Fina1ity.

modificgtion shatl stav awardthe Panel e es the award or denies est
cat r.on .

Within 30 days after the Iconclusion of the hearing ] record is
g+g?99,, Lhe. PaneL shall_ render its award, in writiig,-d-a-Ee?-;;d
signed by the Panel rnembers, $rhich shatl be deliver6d to theSecretary, who shall promptLy serve a copy on each party or itsrepresentative either personally or by ti-gistered 6rl certifiedmai1. The avrard shall be that of the-pinei majority.

The Panel's award sha1l be final on the date thereof. The awardmay be modified by the panel if a party subnits a vrrittenrequest I s ] f or modif icacion \^rhich is recEIv-Ed-EI-EEE-EEE?etarv!'rirhin 20 det; [of ] from the heparties, and the PanEf-Eeens modif icaEf6- 
"aiy in-1r,.r.nterests of justice. The tirlre1y filing of a requ6st for

(9) Fait ure to Conpl"y.

The faiLure of a Member or employee thereof, or Associate, to
compLy r,rith an award shal1 be ground for disciptinary actionunder NFA Compliance. Rul_es (see Compliance nufi Z-S1. Wf,en .rryMember or employee thereof, or Assoaj.ate, Ithereof] fails tocomply with an awa rd-T-fEfii 30 days from the date ofltransmittall service _of the awari by NFA or such other period asspecified in tEE-EwE?d, and unless tirere is pending 

" ,uiu."t tomodify the award under Section l0(c) or an a.lplicaiion td vacate,modify or correct the au'ard in a court or coirietent jurisdi-tion,that Menber or Associate may, on seven days w-ri.tten iotice, besumnarily suspended by the iresident untii such award has beensatisfied.
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rbrtration s
co Ene $ecretarv.

Satisfaction of Demand.

urv execute e partres ancl s

t_!I

l_u Consent Anard.

Section 11. Arbitration Fees.

(a) Filing Fees.

t(a)l (1) For IC]claims involving disputes bet$reen
customers and l,lembers or eqployees thereof, or
Associates [.], IE]eacffi
counterclaining shall pay a filing fee based onthe amount claimed or counterclaimed (exclusive
of interest and costs) as fol-l-ows:

I!-!alt1g?ag,reet tanv
crme clurrng the arbrtration, the panel may, at thG rEquEET--E

Amount of Claim or Counterclaim

s 0.00-s2,499.99
S 2,soo:TT- S s,ooo:39-'
$ 5,001.00 - s]0,000:39
$10.001.T0 - s15,000:TT
More than S15,000.00

Fee

$ s0.00
$100.00
$150.00
$t7s;oo
$200.00 ( plus
18 of
excess over
$r5,000.00 ) .

At any time durinq hhe course of an arbitration, a Respondent rnav
nt or settlenent. A

or
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t(b)l

maoe
unoe r ect

Pres
s code.

Explanation
9, O, l, g,
i ncorpo ra te

Anount of Claim or CountercLaim

$ 0.00-$2,499.99
$2,s00.00-$5,000;39I 5, oor:T-0- - Sro. ooo:39
$10, ool: 0'6- - sls, 000:TT-
More tha;-$L5,000.00-

Fee

$ 62. s0
912s.00
9187. s0
$218.75
92s0.00 (p1us
1? of
excess over
$15,000.00).

(b) Refunds.

A fuL1 refund of filin fee id under Section 11 above

(2) For IC]claims involving disputes betneen
ttembeiE-or em-ployees the reoE, or- Associates
l.l, [EJeach Member or emplovee thereof, or
Associate _claiming o@11 paya filing fee based on the amount claimed or
counterclaimed (exclusive of interest and
costs) as follows:

ea ot a Pane
on a) a ve rs ound to not ar r

on 2(bec to ar trate a c arm unde r ect

Section 12. Arbitration Costs.

costs r^rhich may be included in an award shalr norrnatly be linited
!o !f. c99!s of any transcript which a party may requ-est (seeSection tSlq(b) t(iv) I (4) above). A plnel-may-, ho;ever, '."="r"
agarnst_a garty any one or more of the following other costs,upon-a. finding that such party's cl-ai.n, counter6lain, or defensewas frivolous or vras made- in bad faith, or that the Dart-v cn.rr.rafaith, or that the party engagedin wi11ful acts of bad faith during tne arbiiiati;;,--R;;s;;;;i;
and necessary expenses incurred by (a) the arbitrito." oi-[U; .nyother partv or witness, inr--ludino- rF^q.rn^ht a .:Ff ^rna'cr raaoother party or witness, including- reasonable attorneys, feei.

of the proposed amendments to
10, Ll, and 12 of NFA,S Code
existing policies.

Sections I, 2, 3t
of Arbitration to

EI
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The proposed amendrnents to NFA's Code of Arbitrationare for the nost part minor, technical or conforming. These
anendment.s are intended to make the Code easier to iead and more
understandable to a party who is not represented by an attorney.Additionally, there are several changes to the Code which codiiyexisting NFA policies.

. The proposed amendnents to Section 1(a) and t(k) simplyincorporate the provisions of NFA Bylaw 301(h) iirto tne'definitions of "Associate" or ,'Member,'. NFA Bylaw 301(h) staresthat the termination of NFA membership shal1 not relieve'the
Associate or Member of any responsibility under Lhe Code ofArbitration for activities prior to termination. Incorporatingthe provisions of this Bylar^, into Section 1of the Code-wi1l mareit clear to persons reading only the Code that arbitration is
nandatory if the customer claim is against a person or firm thateither is or, at the time the dispute aros.e, was an NFA lr,tenber orAssociate.

The proposed anendment to Section 4(a) addresses a
concern of both the Comnission and NFA regardi.ng the irnpartialityof non-Mernber arbitrators. Securities arbitration foruirs have
been- roundly criticized because certain supposedly "non-Member',panelists have had cLose ties to the induslry through recent
employment or other$rise. Fron the time its program-began, NFA
has had a recognized policy of avoiding even- the appeaiance ofbias by non-!'{enber panelists. NFA has excluded frlm the Mernber
category any individual who perforns a significant amount of workon behaLf of Nf'A Menbers or Associates and any individuaL idho r.rasa lilernbe r or Associate or v)as an enp]-oyee of a Menber within thepast trdo years. The proposed amendment to Section 4(a) codifiesthis recognized pol i cy.

- The proposed amendment to Section 6(h), renurnbered6(k), codifies a current NFA poLicy which wi]I aLlow the partiesto challenge the selection of arbitrators for cause.Furthernore, under current Sectj.on 6(h), the Code only requiresthat NFA's Secrebary notify the parties of the names of thearbrtrators appointed to hear their case. Ilorrever, NFA routineLysupplenents this reguirernent by notifying the parties of thebusiness affiliation of the arbitratoi and to lhe arbitrator'scrassification as a Member or non-rvlember panelist. The proposed
amendment to Section 6(h) will require Nr.A to notify the-pa?tiesof the nane, business affiliationJ, and other i.nforiration-relevant to the classification of the arbitrator as a Menber or
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non-Member panelist. fn addition, as proposed, Section d alsocodifies current polici.es regarding ttrL arbitrator's oath ofoffice and the filing by a party oi a late claim, counlerclaim,
Ansr^/er and Rep1y.

- The proposed amendrflent to Section 9(b) codifies NFA'Spolicy with regard to the cost of producing a witness at the oralhearing. Section 9(e) codifies NfA, s pot-icy that, prior to theissuance of the award, the record may be reopened Uy tne panel onits own motion ot, for good cause, on the written rlquest of aparty. tastly, Section 10{h) and I0(i) codify NFA's policy with
regard to settlements.

In sum, nost of the proposed amendnents to NfA's Codeof Arbitration are minor, technical and conforming amendments
which are intended to make the Code easier to reai and more
understandable to a party who is not !epresented by an attorney.
The more substant ial- amendnents nerely iodify exis-ting ufepolicies.

NFA respectfully requests Connission approval of theroregorng proposed anendments to Sections I,2,3, 4, 6,7,9,10, 11, and 12 of NFA's Code of Arbit,ration. NFA requests thatthe Commission declare the proposed anendment effective
inmediately upon approval by the Cornmission.

Respectful-Iy submi t ted,

, ,l)
[*i rc<+'1 / u/"-

Daniel J. Roth
General Couniel

ACS:rh(X50I- *2 - By1avr.703)

cc: Chairman Wendy L. Gramm
Conmissioner KaIo A. Hineman
Conunissioner Fowler C. West
Commissioner WiIlian E. SeaIe
Commi.Ss ioner Robert R. Davis
Andrea M. Corcoran, Esq.
Marshall E. Hanbury, Esq,
Dennis A. Klejna, Esg.
Alan L. Seifert, Esq.
Susan C. Ervin, Esq.
Lawrence B. Patent, Esq.



UNITED SIATES OF AMERICA

COMMODITY FUTURES TRADING COMMISSION
2033 K Sttoot, N.W.

washlnglon, O.C. 20581

November 9, 1988

Daniel- J. Roth, Esq.
General Couneel
National Futures Association
200 West Madison Street -- Suite 1600
Chicago, Ilfinois 60606

Re: Proposed Amendments to Bylaws 703 and 706 and
Code of Arbitration Sections I, 2, 3, 4, 6,
7,9, L0, 11 and 12

Dear Mr. Roth:

By letter dated October 5, 1988, pursuant to section 17(j)
of the Commodity Exchange Act ("Act")' the National Futures
Association ( "NFA" ) subrnitted the captioned proposals for
Commission approval . NFA requested that the Commission declare
all- of those amendments effective innediately upon approval .
P1ease be advised that the Commission approved the captioned
amendments pursuant to section 17(j) of the Act on November 9'
1988.

Sincerely,

/'\ ,lt /tt^,kA
Vj", F/ Lt t Ltc=
,{fan A. webb
$ecretary of the Comrnission

tDl \L [, ts rr o' 't \\\
UI Nov i 41988 
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I\ ruRrIOuL FUTURES ASSOCIATION

I l Z0O w. MADTSON ST.CH|CAGO, |L.6OB06.(312) 7Bt.r300

October 19, I988

Linda Kurjan, Esq.
Special counsel
Division of Trading and Markets
Commodity Futures Trading Commission
2033 K Street, N.!{.
Washington, D. C. 2058I

Re: National Futures Association, Proposeil
Amendments to NFA Bylaws 703 and 706

Dear Ms. Kurjan:

As you are aware, by letter dated october 5, 1988,
National Futures Association ( "NFA" ) submitted proposeil amend-
ments to NFA Bylaws 703 and 706 to the Cohmodity Futures Trading
Commission for review and approval pursuant to Section I7(j)
of the Commodity Exchange Act, as amendeal . These proposals
incorporate prohibitions against the misuse of material, non-
public information by members of NFA!s governing board and
corunittees, as required by CFTC Regulation 1.59(c).

fn response to your request, this letter is to advise
you that the language "material non-public information" in
the proposed amendments to NFA Bylaws 703 and 706 is intended
to have the same meaning as the language in cFTc Regulation
1.59(c), Accordingly, NFA will interpret Bylaws 703 and 706
by applying the definitions of rnaterial and non-public informa-
tion which are set forth in CFTC Requlation 1.59(a)(3) and
(4).

Sincerely,

Danie I
Genera I Counse I

DJR:cm(D46.Fl3)
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October 19, 1988

Coruni ss ion

Association: Proposed Amendment
NFA's Code of Arbitration.

N r/l\ NATTONAL FUruRES ASSOCTATTON
rr-
I ll I 12@ w. MADrsoN Sr.cHrcloo, rL.t66.FrA 7t1.r300

Ms. Jean A. Webb
Se cretar iat
Conmodity Futures Trading
2033 K Street, N.w.
Washington, D.c.20581

Re: National Futures
to Section 4 of

Dear Ms. Webb:

By letter dated october 5, f988' National Futures
Association ("NFA') submitted to the Commodity Futures Trading
Comrnission ( "Commission" ), for approval, a proposed amendment
to NFA Bylaw 703, proposed NFA By]aw 706, and proposed amendments
to Sections I,2,3,4,5,7,9' f0, fI, and 12 of NFA's Code
of Arbitration. This fetter is to advise the conmission that
on page 15 of the subrnission there is a typographicaf error
in NFArs explanation of the proposed amendment to Section
4(a) of NFA's Code of Arbitration. In the interest of accuracy,
NFA desires to correct the October 5, 1988 submission. The
following is a corrected copy of the explanatory paragraph
along with a copy of the proposed amendment to Section 4(a)
of NFA's Code of Arbitration (additions are underscored ).

:t*,1

The proposed amendment to Section 4(a) addresses
a concern of both the Commission and NFA regarding the impar-
tiality of non-Member arbitrators. Securities arbitration
forums have been roundly criticized because certain supposedly
"non-Member" panelists have had cl-ose ties to the industry
through recent employment or otherwise. From the tine its
program began, NFA has had a recognized policy of avoiding
even the appearance of bias by non-Member panefists. NFA
has excluded from the non-Member category any individual who
performs a significant amount of work on behalf of NFA Members
or Associates and any individuaf who was a Member or Associate
or was an employee of a Member within the past two years.
The proposed amendrnent !o section 4(a) codifies this recognized
policy.
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CODE OF ARBITRATION

Section 4. Arbitration Panel -

(a) Appointment of Panel.

AII arbitration proceedings uncler this Code shall be conilucteal
before an arbitration Panel consistj.ng of three NFA Members
or individuals connected therewith (one such Member or individual
designated as [p]laneI Chairman) appointed by the Presidentr
except that where the aqgregate amount of the customer's claims
(excfusive of interest and costs ) plus the aggregate amount
of any counterclaims (excl-usive of interest anil costs) do
not exceed 55,000, the Panel shal1 consist of one such person
unless the Secretary directs otherwise: Provided, however,
if the customer in an arbitration under Section 2(a) of this
Code so requests in the Demand for Arbitration (see Section
6(c) of this Code), the Chairman and at feast one other member
of the Panel, and the Panel member where there is a single-member
Panel, shalt not be connected with an NFA l"lember or NFA (except
as NFA arbitrators ). For purposes of this section, anv
individuaf who performs a significant amount of work on behaff
of NFA Members or Associates and anv individual who was a

the past two vears shafl be consiclered to be connected with
an NFA Member .

*ta

Respectfully submitted,
i/
t / i I r lt

/ lt) 't /--\,'v+
l4!'4*^'"a'-,
L\

Danie] J. Roth
Generaf counse I

DJR:tyd(acsDf:F38)

cc: Chairman liendy L. Gramm
Commissioner Kalo A. Hineman
commissioner Fowfer c. west
Commissioner William E. Seafe
Commissioner Robert R. Davis
Andrea M. Corcoran, Esg,
Marshall E. Hanbury, Esq.
Dennis A. Klejna, Esq.
Alan L. Seifert ' Esq.
susan c. Ervin, Esq.
Lawrence B. Patent, Esq.


