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Via Portal Submission     March 4, 2021 
        MGEX Submission No. 21-9 
 
 
Mr. Christopher Kirkpatrick 
Secretary of the Commission 
Commodity Futures Trading Commission 
Three Lafayette Centre 
1155 21st Street NW 
Washington, DC  20581 
 
 
RE: Rule Certification Submission Pursuant to Regulation 40.6(a); Updates to 

MGEX Rules 
 
Dear Mr. Kirkpatrick: 
 
Pursuant to Commodity Exchange Act (“CEAct”) Section 5c and Commodity Futures 
Trading Commission (“CFTC”) Regulation 40.6(a), the Minneapolis Grain Exchange, LLC 
(“MGEX” or “Exchange”) hereby certifies that amendment of the attached MGEX Rules 
complies with the CEAct and the CFTC regulations promulgated thereunder.  MGEX 
further certifies that the submission and pending changes to the MGEX Rules have been 
posted on the Exchange website at the following link:  
http://www.mgex.com/regulation.html.  All capitalized terms used but not defined herein 
have the meanings assigned to them in the MGEX Rules.  
 
Overview of Amendments 
 
Pursuant to an agreement between the parties, MGEX will provide clearing services for 
derivative contracts traded on Bitnomial Exchange, LLC (“Bitnomial”).  In preparation to 
begin clearing Bitnomial contracts, MGEX previously made additions and amendments 
to Chapters 1, 21, and 23 of the MGEX Rules.  Bitnomial recently decided to change the 
name of the Digital Asset facility or system from the Depository to the Settlement Facility.  
To maintain consistency of key defined terms between the Bitnomial and MGEX Rules, 
MGEX made corresponding amendments in its Rules, as shown in the attached.  The 
amendments represent only a name or term change and do not alter the underlying 
delivery process. 
 
 
 



  
 

DCO Core Principles 
 
The Exchange has reviewed the core principles for derivatives clearing organizations 
(“DCO Core Principles”) and has determined that the amendments comply with the 
requirements of such principles.  During the review, MGEX identified the following DCO 
Core Principle as potentially being impacted: 

 
 DCO Core Principle L – Public Information: Core Principle L requires DCOs to 

provide market participants with sufficient information and to have clear, 
comprehensive rules and procedures.  The amendments will be incorporated into 
MGEX’s publicly available Rulebook, thus ensuring that the information available 
to the public is accurate, clear, and comprehensive. 
 

Pursuant to MGEX Bylaw 3.1., the MGEX Board of Directors unanimously approved the 
attached amendments to the MGEX Rules.  There were no substantive opposing views 
expressed by the Board of Directors, nor is the Exchange aware of any substantive 
opposing views with respect to this filing.  The attached amendments are to be effective 
when incorporated into MGEX’s Rules on its website, which will be at least 10 business 
days following the date of this submission.  If there are any questions regarding this 
submission, please contact me at (612) 321-7143 or lhopkins@mgex.com.  Thank you 
for your attention to this matter. 
         
 
Sincerely,  
 

     
Lindsay R. Hopkins 
Clearing House Counsel 
  



  
 

EXHIBIT A 
 
The following MGEX Rules are to be amended.  Additions are underlined while 
deletions are marked through. 
 
 

CHAPTER 1 

DEFINITIONS 

 
SETTLEMENT FACILITYDEPOSITORY: The Digital Asset delivery facility, system, or process 
authorized and operated by Bitnomial Exchange and associated with the trading of Bitnomial 
Exchange Contracts. The DepositoryThe Settlement Facility is not licensed, approved, or 
registered with the CFTC. 
 
 

CHAPTER 23 
BITNOMIAL EXCHANGE CLEARING RULES 

 
23.12.1.  DELIVERY OF UNDERLYING DIGITAL ASSET – CLEARING MEMBER & MARKET 
PARTICIPANT DUTIES. 
 
Any Clearing Member carrying an account of a Market Participant that is required to make or take 
delivery agrees to guarantee and assume full responsibility that its customers, as Market 
Participants, will comply with all delivery obligations set forth in MGEX and Bitnomial Exchange 
Rules including Rules requiring that Digital Assets be delivered by Market Participants during the 
Delivery Period in accordance with the Bitnomial Exchange delivery rules. For purposes of these 
Rules, the “Delivery Period” means the period beginning two Business Days before the last 
trading day and ending on the delivery day. Clearing Members must file all required forms and 
reports by the deadlines established by MGEX, including but not limited to final open positions 
and delivery reports. 
 
Clearing Members are responsible for ensuring that their customers, as Market Participants, that 
have an obligation or desire to make delivery have the operational ability to, and ultimately satisfy, 
their full delivery obligation and that such customers have made deliverable Digital Assets 
available to deliver with the Settlement FacilityDepository by 9:30 a.m. on the last trading day in 
accordance with all applicable Rules. Should a customer fail to deliver Digital Assets in 
accordance with applicable requirements and the Clearing Member of such customer financially 
satisfies such obligation, the opposite customer who failed to receive the Digital Assets may still 
file an arbitration claim against the non-performing customer and/or such customer’s Clearing 
Member in accordance with Bitnomial Exchange Rules. 
 
In the event a Clearing Member fails to perform its delivery obligations to the Clearing House, 
MGEX may deem such failure a default pursuant to this Rule and take any of the actions against 
the Clearing Member authorized in this or other MGEX Rules. For the avoidance of doubt, 
Clearing Members will not, under any circumstances, be required to own, hold, or control Digital 
Assets under these Rules or Bitnomial Exchange rules (unless the Clearing Member holds 
positions requiring delivery in its own proprietary account), but Clearing Members are responsible 
for ensuring their customers, as Market Participants, are able to satisfy or satisfy their obligations 
regarding delivery and acceptance thereof under the applicable MGEX and Bitnomial Rules.   
 



  
 

In a Clearing Member default that involves a delivery failure, the Clearing House will ensure the 
financial performance to the Clearing Member whose actions or omissions did not cause or 
contribute to the delivery failure (the “Affected Clearing Member”). The Clearing House powers 
will include, but are not limited to, the right to sell or liquidate the Digital Asset subject to delivery 
and to distribute the proceeds as appropriate and access the funds and collateral available in a 
default in accordance with Rule 2109.03.  For purposes of this Rule, “financial performance” 
means payment of commercially reasonable costs of the Affected Clearing Member related to 
replacing the failed delivery but does not include physical performance or legal fees. For the 
avoidance of doubt, payment of reasonable costs will be based on the price of the Digital Asset 
when delivery should have been made, and the Clearing House is not obligated to make or accept 
delivery of the actual Digital Asset. 
 
An Affected Clearing Member seeking financial performance must provide prompt notice to the 
Clearing House and to Bitnomial Exchange of the delivery failure and a good faith estimate of any 
financial performance being sought within one (1) hour of the delivery deadline set forth in Rule 
23.12.4. for the product. This deadline may be extended by the Exchange for extenuating 
circumstances in its sole discretion. An Affected Clearing Member seeking financial performance 
must provide the Clearing House with a detailed statement with supporting documentation of the 
amount sought, as well as any other documentation requested by the Clearing House. 
 
MGEX shall not, under any circumstances, be responsible or liable for any losses, damages, or 
other costs arising out of a failure, malfunction, error, omission, delay, suspension, inaccuracy, or 
other event related in any way to the storing, transfer, delivery transfer, or movement of Digital 
Assets in association with Bitnomial Exchange Contracts. 
 
23.12.4.  DELIVERY PROCEDURES AND REPORTING. 
 
Unless stated otherwise, the Clearing House will electronically issue notices and reports to 
relevant Clearing Members.  
 
Delivery of a Bitnomial Exchange Contract is based upon open positions after contract expiration. 
The delivery process, as set forth below, consists of the following requirements and deadlines (all 
references to days are Business Days and times are noted in Central time): 
 

T-5 

 

5 Days Prior to 
Last Trading Day 

 

 All end of day positions (long and short) must 
be margined at full notional value in USD with 
the MGEX Clearing House. 

5:10 p.m. Clearing Members file Bitnomial delivery files 
and all other requested information at the end 
of each day with the Clearing House. 

T-2 2 Days Prior to 
Last Trading Day 
(start of Delivery 
Period) 

5:00 p.m. DepositorySettlement Facility opens to 
delivering Market Participants. 

T 9:30 a.m. Clearing Members are responsible for ensuring 
all Market Participants making delivery deliver 



  
 

Last Trading Day 
of Contract 

underlying asset through Settlement 
FacilityDepository. 

5:10 p.m. Clearing Members file Bitnomial delivery files 
with the Clearing House, which will serve as a 
binding Delivery Notice to MGEX. 

8:45 p.m. Clearing House issues final Delivery Report 
and corresponding payment information. 

T+1 Delivery Day 11:30 a.m. All payments for delivery are due to the 
delivering Clearing Member. 

12:30 p.m. Clearing Member notification to Bitnomial 
Exchange and Clearing House regarding 
receipt of final payment is due. 

By 7:00 
p.m. 

Delivery process and movement of 
corresponding Digital Assets is completed. 

T+2 Release of Margin By 9:00 
a.m. 

Provided that notification of delivery has been 
received by the applicable Delivery Day 
deadlines, MGEX will release margins. 

 
Any discrepancies or material reporting errors may result in MGEX disciplinary action. 
 
23.15.  PHYSICAL EMERGENCIES. 
 
If the Bitnomial Exchange trading platform, the Settlement FacilityDepository, or the Clearing 
House experience a full or partial disruption or breakdown in any area, the Exchange may, without 
prior notice, immediately modify or suspend clearing operations and procedures involving 
Bitnomial Exchange Contracts until the problem has been resolved. 
 
23.16.  LIMITATION OF LIABILITY. 
 
Neither the Exchange, the Board of Directors, its committees, nor any of its officers, directors, or 
employees, shall be liable for any losses, damages, or costs, including direct, indirect, special, 
incidental or consequential damages, and lost profits, regardless of whether any of them had been 
advised or otherwise made aware of the possibility of such damages, arising out of the services 
provided by the Exchange as it pertains to the clearing of Bitnomial Exchange Contracts or as it 
pertains to the use or performance of the Bitnomial Exchange platform or Settlement 
FacilityDepository or any component(s) thereof; any fault, failure, malfunction, or other alleged 
defect in any such contract or platform; or any error, omission, delay, suspension, or inaccuracy 
made by Bitnomial Exchange. The Exchange shall not be liable for any damages or losses caused 
in whole or in part by the malfunction, unexpected function, or unintended function of the 
Settlement FacilityDepository or any attacks or cybersecurity breach, fraud or other illegal activity 
directed at the Settlement FacilityDepository. The Clearing House shall not be liable for any 
connectivity or communication fault, delay, or breakdown, including but not limited to, any failure 
to delay in transmission, disruption of common carrier lines, loss of power, acts or failures to act 



  
 

of any third party, natural disasters, or any and all other causes. The Exchange does not 
guarantee continuous, uninterrupted, or secure access to the Clearing House. 
 
Each Market Participant assumes all risks of trading on the Bitnomial Exchange platform and use 
of the Settlement FacilityDepository and waives any right to assert any claim against the 
Exchange that access or information was not provided by the Exchange or that access or 
information provided by the Exchange was improper, inaccurate, or inadequate. Further, such 
Market Participant will not use the Exchange to contest the validity or enforceability of any trade 
executed on the Bitnomial Exchange platform. 
 
Neither the Exchange, the Board of Directors, its committees, nor any of its officers, directors, or 
employees make any express or implied warranties or representations relating to the Bitnomial 
Exchange platform, including but not limited to, warranties of merchantability and warranties of 
fitness for a particular purpose or use.  
 
Notwithstanding any other provision of the Exchange Rules, in no event will any Person bring any 
legal action, regardless of whether liability is based on breach of contract, tort, restitution, breach 
of statutory duty, breach of warranty or otherwise, and regardless of whether the claim is brought 
directly or as a third-party claim for indirect, special, incidental, consequential, or punitive 
damages of any kind, however suffered or incurred, and regardless of whether the party from 
whom such damages would be sought has been advised of the possibility of such damages or 
whether such damages otherwise could have been foreseen or prevented.  
 


