
Via Electronic Mail 

Mr. David Stawick 
Secretary of the Commission 
Commodity Futures Trading Commission 
Three Lafayette Centre 
1155 21 st Street NW 
Washington, DC 20581 

SUBJECT: Rule Certification 

Dear Mr. Stawick: 

l 

--. 

! \ . 

March 8, 2012 

Pursuant to Commodity Exchange Act ("CEAct") Section 5c and Commodity Futures Trading 
Commission ("CFTC" or "Commission") Regulation 40.6(a), the Minneapolis Grain Exchange, 
Inc. ("MGEX" or "Exchange") hereby certifies that adoption and amendment of the respective 
attached Regulations to the MGEX Rules and Regulations complies with the CEAct and the 
Commission regulations thereunder. MGEX further certifies that the submission and pending 
changes to the MGEX Rules and Regulations have been posted on the Exchange website at 
the following link: http://www.mgex.com/regulation.html. 

The explanation and purpose for the amendments of Regulations 2105.00.; 2105.01.; and· 
2105.02. and the adoption of Regulations 2105.04.; 2107.00.; and 2108.00. is to increase clarity 
and transparency regarding the application of MGEX default rules and procedures. 

Pursuant to the authority of MGEX Rules 210.01., the Board of Directors unanimously approved 
the amendments of Regulations 2105.00.; 2105.01.; and 2105.02. and the adoption of 
Regulations 2105.04.; 2107.00.; and 2108.00. There were no substantive opposing views 
expressed by the Board of Directors. The amendments and adoption of the Regulations are to 
be effective immediately after the 10th business day following the date of this filing. If there are 
any questions regarding this submission, please contact me at (612) 321-7128. Thank you for 
your attention to this matter. 

Enclosure 

Sincerely, 

Eric J. Delain 
Corporate Counsel 

cc: Thomas J. Bloom 

130 Grain Exchange Building 400 South 4th Street Minneapolis, MN 55415-1413 
edelain@mgex.com 800.827.4746 612.321.7128 Fax: 612. 339-1155 equal opportunity employer 



The following definitions are to be amended or added to the MGEX Rules and 
Regulations. Additions are underlined while deletions are marked through. 
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The following Regulations are to be amended. Additions are underlined while deletions 
are marked through. 

2105.00. PROTECTION OF CLEARING HOUSE: DEFAULT BY A CLEARING MEMBER. 

If a Clearing Member fails promptly to discharge any obligation to the Clearing HouserviQJ;25c, its 
security deposits, its margins and performance bonds on deposit with the Clearing Housel\l[Q£X 
(but not those belonging to a non-defaulting customer), and any of its other assets available to 
the Exchange shall be applied by the Clearing HouseExchang~ to discharge the obligation. 
Further, the Clearing HouseFxchan®. may make immediate demand upon any Guarantor of the 
Clearing Member. _.Such Guarantor shall promptly pay upon demand and without waiting for 
application of all available assets of the Clearing Member or a formal accounting. Jc!QQIJ~<,! 
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the Clearin~Mernrler j:)~efmut~~Customer funds or margins shall not be used to discharge the 
Clearing Member's obligation unless the customer is directly involved in a default. The Clearing 
Member shall immediately make up any deficiencies in its security deposit resulting from such 
application prior to the close of business on the next banking day. __ The Clearing 
Metlser;xchan~1§ shall be under no obligation to forward any variation pays or settlement funds 
v'lhile the Clearing Member is in default. to ... §lJ2.§.ImuJlmU::;:J~EllfJ9 ME?mbeL 

In addition to application of the available assets of the defaulting DefaultinQ...,Clearing Member 
(the priority of which is furthe.Li!§j)..QL[IJ~..<.Li!JJ~eq!Jlation 210!5.01.), the Clearing HouseE:xchang.52., 
President, Treasurer or other designee may take any other actions that it determines necessary 
to protect MiLE::6the Clearing House or other Clearing Members. Such actions include, but are 
not limited to, actions authorized elsewhere within the RulebookM(~J;;XJ3J.JJ§~ans:Lf3.sm~U~e.tl9ns, 
the suspension of clearing privileges until revoked or reinstated by the Board or its designee, 
pursuit of legal action, retention of variation pays, and request for additional security deposit 
and/or performance bonds. ~nH:L(jf.lt9jL(').(:L.UI!QJ(')rnentfitio!ljILthe Rroces~~9f1irLa~Ukirl.9.Josse~LwitJl 
!:§J;PJ,~gU~A ... QJ&.illLD.gJ~!I~~[[112.(2LP(')f9JJltLj n cI u~ilD.~Lj:iJf:UJg u i d cU.i 011 ...... 911 0 cati 0 n , a u ctiQD or ~s~C1I5il.gJ 
positions or assets of the Defaultinq,Clearinq Member silall be conducted by tile Exchanqe. 

The Exchange, Clearing Ho use, Boa rd.LJ~Ul~i cmX~CI'2llr:lnflJI{LQmb.El LJ~t~lUIQ1L4EtgI2~Jllil[;~glLaDJ1~ 
!Q.9gLln.UJ§tPlsig.~()t!llEJ.[)§.fS'l1ImDfL.g§~EI rin~LM§rnr~s.!L an d Exchange em ployees _shall have no 
liability arising from a failure by a Clearing Member to discharge its liabilities; neither shall they 
be liable for actions taken pursuant to Exchange Rules, RegulationsMGE~6. ... BlIls~jL.ilnd 
RE'!~L~119JiQrU:L.,*-procedures, or actions allowed by law. 

The Exchange or Clearing-HBYse-may establish such procedures as necessary which prescribe 
in detail how the protections under Regulation 2105.00. and Chapter 21 will operate. Such 
procedures shall constitute part of this RulebookMQr;:XJ{r.jlE?§.s;1Jl~LB.1l9IJ19tjgm3.. Furthermore, 
any documented information appropriate to assist the Clearing Members will be disseminated. 



2105.01. LOSSES BORNE BY CLEARING HOUSEI\fI(~~X. 

Should the Clearing HouseMGE:)( bear a loss resulting from the actions or a DGefault Q!ey a 
Clearing Member, including but not lirnited to the insufficiency of the security deposit, margins, 
bonds, guarantees or other assets of a Clearing Member to fully meet its obligations to 1\I1~GEX, 
the Clearing House, the +lnsolvency of a Clearing Member, the insolvency of a depository, or 
larceny, embezzlement, or for any other cause, such loss shall be met and made good promptly 
by the use and application of funds from the following sources" in the order of priority hereafter 
listed, with each source of funds to be completely exhausted, to the extent practical, before the 
next following source is applied. While such application of funds shall be mandatory, the 
detailed implementation of Regulation 2105.01. shall be the responsibility of the Exchange-aM 
Clearing House. 

Such assets of the MGEX Clearing House Reserve Fund. 

Security deposits of theJ)ef£Lulting_Clearing Member"s shall be applied toward 
meeting said loss in direct proportion to the total security deposit requirement of 
each Clearing Member. 

a.~,,~argins and perforrnanc~~QIl9gLQUSl~ Defaulting ClearJnqJ~{jernber on deposit 
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rm3~3tinr~ a loss in direct proportion to the total security deposit requirement of 
?qgrLQlearinq Member. 

j::~,c.,. Such surplus funds of the Exchange as may be in excess of funds necessary for 
normal business operations. No such surplus shall be assumed until approved 
by the Finance Committee, Executive Committee or the Board. 

E~ The balance of the Clearing House 10ssJQ,MQJ;;X remaining after application of 
the above funds shall be assessed against Clearing Members (excluding any 
Hnsolvent or Qaefaulting Clearing Member) in direct proportion to the Clearing 
Members' total security deposit requirement, except no Clearing Member shall be 
assessed in excess of 200 percent of such Clearing Member's total security 
deposit requirement. 

Q~-E,. A special assessment determined by the Board of Directors to be levied against 
Clearing Members. 

Any assessment made pursuant to this RttIe-Bequl§lJion_shall be paid by wire or other 
acceptable method by each Clearing Member the same business day after notice of any such 
assessment has been delivered to each Clearing Member, provided wire transfer is open and 
operational. Jf wire transfer is not open, payment is due within one (1) hour the next business 
day after wire is open and operational. 

A Clearing Member may withdraw from Membership by giving written notice to the Clearing 
MGtIse);xch(;ll}!l(3; however, such Member shall continue to be liable for any assessments made 
pursuant to this rule to cover any default occurring prior to resignation. 



The Exchange may borrow such funds or draw such funds as necessary against any line of 
credit at any time for such purposes under this Regulation to cover any obligations or losses of 
the Clearing House£){~l}£lt1qe. Any borrowing of funds shall not relieve any Clearing Member 
from their obligations under this Regulation, application of their security deposits or from any 
assessments. 

The Exchange may obtain and maintain any default insurance. Such insurance shall inure to 
and shall be for the sole".benefit of the Exchange or Clearing House. Proceeds from any default 
insurance and the right to any proceeds shall be paid to and belong §9J§llvJo the Exchange. 

2105.02. RIGHTS OF EXCHANGE FOR RECOVERY OF LOSS. 

If the security deposits, margins, performance bonds, guarantees and other assets of a Clearing 
Member (excluding customer funds and margins unless directly involved in a liability) are 
insufficient to satisfy all of its obligations to the Clearing HouseJytQJ;:~~, including all Claims, 
against the Clearing HouseExchaIl9.§l. by reason of its substitution for that Clearing Member 
pursuant to Rule 701.00", the Clearing Housef?,){gIJS1mlEl. shall nonetheless pay all such claims, 
which shall be deemed a loss to it and which shall be a liability of the Qaefaulting Clearing 
Member to the Exchange, which the Exchange may collect from the assets of such Clearing 
Member available to it or by process of law. 

If a loss for which Clearing Members or their security deposits have been assessed is afterward 
recovered by the Exchange or the Clearing House in whole or in part, the net amount of such 
recovery shall be credited to such persons or firms (whether or not they are Clearing Members 
at the time of recovery) in proportion to the amount of the assessment. 



The following Regulations are to be added to the MGEX Rules and Regulations. 
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pro'LigecLtb.ere are nO.§LQ.QQurliJng .. §QgLQ[clerical§[rors,R8Ylnents of funds or trarlsfer of fuOSls 
to ancLJIQ[n MC:;EX, includiqgbut..J1Q.LlimiJecLio: inJras:i..§I.V and end of day variatiotlLJrlargin 
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