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Ms. Jean Webb

U.S. Commodity Futures Trading Commission
Three Lafayette Centre

1155 21% Street NW

Washington, DC 20581

Dear Jean:

It was with great appreciation and honor that | was able to testify on behalf of the
Minneapolis Grain Exchange before the Commission’s hearing on Self-Regulation and
Self-Regulatory Organizations in the U.S. Futures industry.

At the request of Commissioner Hatfield and for the record, please find attached a copy
of the Minneapolis Grain Exchange’s policy on conflicts of interest. If there is anything
else | can provide going forward, do not hesitate to contact me.

Sincerely,

S Dopanns

Mark G. Bagan
President & CEO

111 Grain Exchange Building 40D South 4'h Siree!  Minnsapolis, MN 55415-1413
8008274748 612.321.7166 Fax; 612.321.7121 equal opportunity employer
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275.00. CONFLICTS OF INTEREST.

P. 003

A member of the Board of Directors and certain other Committees at the Exchange must
abstain from deliberating and voting on matters when there is a potential personal or
financial conflict of interest. This Rule describes how and when the conflict of interest
will be determined. Additional and broader conflicts of interest provisions apply to the
Business Conduct Committee and the Futures Trading Conduct Committee. (See Rules

264.01. and 265.01.)

A Definitions. For purposes of this Rule the following definitions
shall apply:

1.

FEB 21 2886 16:98

The term “family relationship” of a person shall mean the
person's spouse, former spouse, parent, stepparent, child,
stepchild, sibling, stepbrother, stepsister, grandparent,
grandchild, uncle, aunt, nephew, niece, or in-law.

The term “goveming board” shall mean the Board of
Directors, Committees of the Board of Directors and
Committees of the Corporation authorized to take action or
to recommend the taking of action on behalf of the
Exchange.

"The term "member's affiliated firm" shall mean a firm in

which the member is an employee or a “principal,” as
defined in CFTC Regulation 3.1(a).

The term “named party in interest” shall mean a person or
entity that is identified by name as a primary subject of
any material matter being considered by a goveming
board.

The term “significant action” shall mean any of the
following types of actions or rule changes that are
implemented without the Commission's prior approvai:

a. Any actions or rule changes which address an
' “emergency” as defined in CFTC Regulation
1.41(a)(4)(i) through (iv) and (vi) through (viii); and,

b. "Any changes in margin levels that are designed to
respond to extraordinary market conditions such as
an actual or attempted corner, squeeze,
congestion or undue concentration of positions, or
that otherwise are likaly to have a substantial effect
on prices in any contract traded at the Exchange;
but shall not include any rule not submitted for prior
CFTC approval because such rule is unrelated to
the terms and conditions of any contract traded at
the Exchange.
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B.

C.
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Named Party in Interest Conflict

1.

Prohibition. No member of a goveming board shall
knowingly participate in such body's deliberations or voting
in any matter involving a named party in interest where
such member: (a) is a named party in interest; (b) is an
employer, employee or fellow employee of a named party
in interest; (c) is associated with a named party in interest
through a broker association; (d) has a family relationship
with a named party in interest; or, (e) has any other
significant, ongoing business relationship with a named
party in interest, excluding relationships limited to
executing futures or option transactions opposite each
other or to clearing futures or options transactions through
the same Clearing Member.

If the member's only relationship with a named party in
interest is through a broker association not established for
the purpose of sharing profits and losses as described by
Regulation 2065.00.A.3. then the prohibition shall not
apply. Furthermore, if a named party in interest is one or
part of a group of similar persons or entities that is the
subject for general deliberation and voting, such as
approval for regularity or membership, and there is no
material issue of dispute involving a named party in
interest, then the prohibition shall not apply.

Disclosure. Prior to consideration of any matter involving a
named party in interest, each member of the deliberating
body who does not choose to abstain from deliberations
and voting shall disclose to the Department of Audits and
Investigations whether such member has one of the
relationships listed in paragraph B.1. of this Rule with a
named party in interest.

Procedure and Determination. Exchange staff shall
determine whether any member of the deliberating body is
subject to a conflicts restriction under this paragraph B.
Such determination shall be based upon a review of the
following information:

a. information provided by the member pursuant to
paragraph B.2. above, and

b. any other source of information that is heid by and
reasonably available to the Exchange.

Financial interast in a Significant Action Conflict

1.

FEB 21 2086 16:08

Prohibition. No member of a goveming board shall
participate in such body's deliberations and voting on any

6123391155
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significant action if such member knowingly has a direct
and substantial financial interest in the result of the vote
based upon either Exchange or non-Exchange positions
that could reasonably be expected to be affected by the
significant action under consideration, as determined
pursuant to this Rule.

Disclosure. Prior to consideration of any significant
action, each member of the deliberating body who does
not choose to abstain from deliberations and voting shall
disclose to the Department of Audits and Investigations
position information that is known to such member, with
respect to any particular month or months that are under
consideration, and -any other positions which the
deliberating body reasonably expects could be affected by
the significant action, as follows:

a. gross positions heid at the Exchange in the
member's personal accounts or “controlied
accounts,” as defined in CFTC Regulation 1.3(j);

b. gross positions held at the Exchange in proprietary
accounts, as defined in CFTC Regulation
1.17(b)(3), at the member's affiliated firm;

c. gross positions heid at the Exchange in accounts
in which the member is a principal, as defined in
CFTC Regutation 3.1(a);

d. net positions held at the Exchange in “customer”

accounts, as defined in CFTC Regulation
1.17(b)(2), at the member’s affiliated fim; and

e. any other types of positions, whether maintained
at the Exchange or elsewhere, held in the
member's personal accounts or the proprietary
accounts of the members affiliated firm, that
reasonably could be affected by the significant
action.

Procedure and Determination. Exchange staff shall
determine whether any member of the deliberating body
is subject to a conflicts restriction under this paragraph C.
based upon a review of the most recent large trader
reports and clearing records available to the Exchange,
information provided by the member with. respect to
positions pursuant to paragraph C.2. of this Rule, and any
other source of information that is held by and reasonably
available to the Exchange, taking into consideration the
exigency of the significant action being contemplated.

6123391155
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D.
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Deliberation Exemption.

1.

Any member of a governing board who would otherwise
be required to abstain from deliberations and voting
pursuant to paragraph C. hereof may participate in
deliberations, but not voting, if the deliberating body, after
considering the factors specified below, determines that
such participation would be consistent with the public
interest; provided, however, that before reaching any such
determination the deliberating body shall fully consider the
position information specified in paragraph C.2. and C.3.
above, which is the basis for such member's substantial
financial interest in the significant action that is being
contemplated.

In making its determination, the deliberating body shall
consider;

whether the members participation in
deliberations is necessary to achieve a quorum;
and

whether the member has unique or special
expertise, knowledge or experience in the matter
being considered. '

Voting Exemption. If at least one-half of the deliberating
members cannot participate in voting consistent with this
Rule, then every member who has been granted a
deliberation exemption pursuant to this paragraph D. may
participate in voting.

Documentation. The minutes of any meeting to which the conflicts
determination procedures set forth in this Rule apply, shall reflect

the following information:

the names of all members who attended the meeting in
person or who otherwise were present by electronic
means;

the name of any member who voluntarily recused himseif
or herself or was required to abstain from deliberations
and/or voting on a matter and the reason for the refusal or
abstention, if stated;

information on the position information that was reviewed
for each member if applicable and available; and

the name of any member who participated in voting
pursuant to paragraph D.3. of this Rule.
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