November 14, 2003

Ms. Jean A. Webb

Secretary

Commodity Futures Trading Commission
Three Lafayette Center

1155 21 St., N.W.

Washington, D.C. 20581

Reference File SR-PBOT-2003-11
Rule Certification

Dear Ms. Webb:

Pursuant to Commission Rule 40.6, the Philadelphia Board of Trade (“PBOT”’)hereby
submits the following:

- Amendment to PBOT 500 series of rules regarding arbitration (additions
underlined; deletions bracketed and struck through).

The amendments delete PBOT’s 500 series of rules which govern its arbitration program
and put into place rules to accommodate the provision of arbitration services by the
National Futures Association (“NFA”).

Section 5(d) of the Commodity Exchange Act (“CEA”) requires futures exchanges to
comply with 18 “core principles” in order to maintain a designation as a contract market.
Core principle 13 provides that a board of trade shall establish and enforce rules
regarding and provide facilities for alternative dispute resolution as appropriate for
market participants and any market intermediaries. Appendix B to Part 38 of the CFTC
rules states that a designated contract market may delegate to another self-regulatory
organization or to a registered futures association its responsibility to provide for
customer dispute resolution mechanisms, provided that the contract market treats any
decision issued by such other organization or association as if the decision were its own,
including providing for the appropriate enforcement of any award issued against a
delinquent member.

Currently, the 500 series of PBOT rules contemplates that PBOT itself provides such
arbitration facilities. The agreement attached as Attachment A and proposed new rules
would permit PBOT to delegate this function to NFA. Consequently, as set forth below,




the existing 500 series of PBOT rules is proposed to be deleted. New Rules 501 and 502
are proposed to take their place.

The PBOT intends to implement these amendments no sooner than one business day
following the Commission’s receipt of this filing.

There were no opposing views among the PBOT’s Board of Directors concerning these
amendments.

The PBOT certifies that these amendments comply with the Commodity Exchange Act
and the rules thereunder.

Sincerely,

Murray L. Ross
Vice President and Secretary

cc: Mr. Marvin Jackson

Additions underlined, deletions bracketed and struck through

ARBITRATION

Rule 501, Matters Subject to Arbitration; Incorporation by References

(a) Any dispute, claim or controversy between a customer, on one hand, and
a _member or_ member organization (including the Related Parties of such
member or member organization), on the other hand, in each case in
connection with, or otherwise related to, the Exchange business of such
parties, shall, _at the request of any such party, be arbitrated before an
arbitration committee or panel constituted in accordance with, and subject to
NFA'’s Code of Arbitration as in effect from time to time, which code is hereby
incorporated by reference into_this Chapter 5; provided, however, that a
Customer_shall not be subject to _arbitration pursuant to this Chapter 5
without _written _consent by such Customer given in _accordance_with
Commission Regulation § 166.5.

(b) Any dispute, claim or controversy between or among members and
member organizations (including their respective Related Parties), in each
case in_connection with, or otherwise related to, the Exchange business of




such parties, shall, at the request of any such party and upon the approval of
the President of the Exchange, or his or her designee, be arbitrated before an
arbitration committee or panel constituted in accordance with, and subject to,
NFA'’s Member Arbitration Rules as in effect from time to time, which rules
are hereby incorporated by reference into this Chapter 5. This paragraph
does not apply if NFA otherwise has jurisdiction over the dispute, claim or

controversy.

(¢) Copies of any Arbitration Claim or notice of intent to arbitrate filed with
the NFA by or against any member or member organization (including their
respective Related Parties) pursuant to the NFA Code of Arbitration and
Member Arbitration Rules must be filed simultaneously with the President of
the Exchange. Notwithstanding references to the President of NFA in Rule
2(b) of the NFA Code of Arbitration, any determinations as to arbitrability
shall be made by the President of the Exchange, or his or her designee. If a
party to a dispute, in an_answer, reply or other written response to a request
for arbitration, challenges the appropriateness of submitting a matter to

arbitration under Chapter 5, the President of the Exchange, or his or her
designee, shall serve upon the parties written notice of his or her decision to
accept or reject the matter for arbitration. The decision by the President of
the Exchange, or his or her designee, to accept or reject a matter for
arbitration_shall, at the request of any party to the dispute, be subject to
review by the Board of the Exchange or a panel of the Board of the Exchange
composed of at least three directors. Requests for review must be submitted to
the President of the Exchange, or his or her designee, within 10 calendars
days from receipt of notice of the decision by the President of the Exchange,
or his or her designee. This paragraph does not apply if NFA otherwise has
jurisdiction over the dispute, claim or controversy.

(d) For purposes of this rule, the term “Customer” means any person for or
on_behalf of whom a member of the Exchange effects a transaction on or
subject to the By-Laws and Rules of the Exchange, except another member or
member organization.

(e) For purposes of this Rule 501, the term “Related Parties’ means, with
respect to any member or member organization, as applicable, any partner,
director, officer, branch manager or emplovee of such member or member
organization (or any person occupying a similar status or performing similar
functions) or any person_directly or indirectly controlling, controlled by or
under common control with, such member or member organization.

() For purposes of this Rule 501, the term “NFA’ means the National
Futures Association, and includes any successor organization fulfilling
similar functions under the Commodity Exchange Act.




(g) References in NFA's Arbitration Code or Member Arbitration Rules to
“Members” and ‘“Associates’ shall be deemed to be references to the
Exchange’s members and _associated persons.  References in NFA's
Arbitration Code or Member Arbitration Rules to ‘“‘customers’ shall be
deemed to be references to “‘Customers’ as defined in Exchange Rule 501(d)
above. Exchange members shall cooperate with NFA in all arbitration
proceedings. NFA shall have the same power to compel production of
evidence by Exchange members, employees and associated persons that it has

»

with NFA “Members”, employees and “Associates’’.

Rule 502, Failure to Honor Award or Settlement

(a) Any member, member organization or associated person or Related Party who
fails to honor an arbitral award or settlement rendered under this Chapter 5 shall be
subject to disciplinary proceedings in accordance with Rules 401 - 412.

(b) In addition to commencing a disciplinary proceeding against a member,
member organization, or Related Party for failure to honor an Award, the President of
the Exchange may, on 30 days written notice, summarily suspend a member, member
organization, or Related Party which:

(1) fails to comply with an award within 30 days from the date of service
of the award by NFA or such other period as specified in the Award
unless there is pending a request to modify the Award pursuant to NFA
rules or an application to vacate, modify or correct the Award in a
court of competent jurisdiction; or

(2) fails to comply with a settlement agreement within 30 days after NFA
terminates the arbitration proceeding pursuant to NFA rules or such
other period as specified in the settlement agreement; or

(3) fails to comply with a settlement agreement executed in connection
with an NFA-sponsored pre-arbitration mediation proceeding within
30 days after the time stated in the settlement agreement; or

(4) fails to pay any fee assessed within the time so ordered by the panel.

The suspension shall remain in effect until such award, settlement agreement, or order of
the panel has been satisfied.
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Attachment A to SR-PBOT-2003-11

November 14 , 2003

Philadelphia Board of Trade
1900 Market Street
Philadelphia, Pennsylvania 19103

Re: Arbitration Services

Ladies and Gentlemen:

National Futures Association (“NFA”) understands that the Philadelphia Board of Trade
(the “Exchange”) is interested in NFA providing arbitration services with respect to
disputes involving customers, members or member organizations and related parties (as
such terms are defined in the Rules of the Exchange) related to the Exchange business of
such parties (the “Disputes”).

In consideration of the foregoing, NFA hereby agrees as follows:

1. NFA will offer at no cost to the Exchange its arbitration forum for any and all
Disputes in accordance with the Rules of the Exchange and NFA’s Code of
Arbitration or Member Arbitration Rules, as applicable, all as in effect from time
to time, as provided for in proposed Exchange Rules 501 and 502. The disputing
parties will be required to pay the fees specified in the Code of Arbitration or
Member Arbitration Rules. The Exchange will not pay any arbitration fees.

2. Upon request NFA will provide the Exchange with information that will enable
the Exchange to follow specific matters or to evaluate NFA’s performance
overall.

3. NFA will make a good faith effort to notify the Exchange of any NFA rule
changes applicable to NFA’s arbitration program so that the Exchange may in
turn notify Exchange members and member organizations.

4. This letter agreement may be terminated by either party hereto, with or without
cause, upon not less than six (6) months’ prior written notice to the other party,

provided there are no arbitrations then in progress.

5. This letter agreement shall be governed by, and construed in accordance with, the
laws of the State of Illinois.
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6. This letter agreement may be signed in any number of counterparts, each of which
shall be an original, but all of which together shall constitute but one and the same
instrument.

If the foregoing is acceptable to you, please indicate your agreement by signing in the
space provided below and returning an executed copy hereof to the undersigned, at
National Futures Association, 200 West Madison Street, Suite 1600, Chicago, IL 60606.

Sincerely,

NATIONAL FUTURES ASSOCIATION

By:

Dantel J. Roth
President and Chief Executive Officer

ACCEPTED AND AGREED,

PHILADELPHIA BOARD OF TRADE

By:

William N. Briggs
President

Date:
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