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- ‘ M E G ro u Christopher Bowen
A4 Managing Director and Chief Regulatory Counsel

Legal Department

March 28, 2019

VIA ELECTRONIC PORTAL

Mr. Christopher J. Kirkpatrick

Office of the Secretariat

Commodity Futures Trading Commission
Three Lafayette Centre

1155 21st Street, N.W.

Washington, DC 20581

Re: CFTC Regulation 40.6(a) Certification. Amendments to CME, CBOT, and
NYMEX/COMEX Rule 855. Regarding Offsetting Positions of Certain Contracts
and Adoption of a Contracts Eligible for Offset Table.

CME Submission No. 19-004 (1 of 6)

Dear Mr. Kirkpatrick:

Pursuant to Commodity Futures Trading Commission (“CFTC” or “Commission”) Regulation 40.6(a),
Chicago Mercantile Exchange Inc. (“CME”), The Board of Trade of the City of Chicago, Inc. (“CBOT”), New
York Mercantile Exchange, Inc. (“NYMEX”) and Commodity Exchange, Inc. (“COMEX”) (collectively, the
“Exchanges”) hereby notify the Commission that they are self-certifying amendments to CME, CBOT, and
NYMEX/COMEX Rule 855. regarding offsetting positions of certain contracts and adoption of a Contracts
Eligible for Offset Table (the “Table”) at the end of CME, CBOT, NYMEX/COMEX Chapter 8 (“Clearing House
and Performance Bonds”) to identify those products eligible for offset pursuant to each Rule (collectively, the
“Rule Amendments”) effective on trade date Monday, April 15, 2019.

The amendments to NYMEX/COMEX Rule 855. adopt a new provision to permit certain energy spread
products to be unbundled into their underlying legs, which may then be offset against opposite open positions
held in the underlying legs. This new provision is intended to alleviate capital requirements attendant to
market participants holding open positions in a NYMEX listed spread product in addition to holding open
positions in the outright NYMEX products underlying such spread.

The amendments to CME, CBOT, and NYMEX/COMEX Rule 855. streamline the text of the Rule and include
the deletion of the list of existing products eligible for offset subject to the Rule based on the adoption of the
new Table which will be accessible via a link at the end of Chapter 8 of each Exchange’s Rulebook.

Lastly, the Table provides inclusion of all of the relevant NYMEX contracts.

The Rule Amendments are set forth in Exhibit A with additions underscored and deletions everstruck. The
Table is set forth in Exhibit B.

The Exchanges reviewed the designated contract market core principles (“DCM Core Principles”) and the
derivatives clearing organization core principles (“DCO Core Principles”) (collectively, the “Core Principles”)
as set forth in the Commodity Exchange Act (“CEA” or “Act”) and identified the following Core Principles as
being potentially impacted by the Rule Amendments:

DCM Core Principle 7 — Availability of General Information and DCO Core Principle L —Public
Information: The Rule Amendments will be posted publicly on the CME Group website in
satisfaction of these core principles. In addition, a Special Executive Report will be posted publicly
on the CME Group website and emailed to subscribers.
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DCM Core Principle 9 — Execution of Transactions: The operational process underlying Rule
855. requires that positions being offset be transferred to a CME Clearing holding account for
netting and subsequent reduction of open interest in the affected contracts. As such, Rule 855.
operates pursuant to the allowance for transfer trades as set forth in the Core Principle.

There were no substantive opposing views to this proposal.

Pursuant to Section 5c(c) of the Act and CFTC Regulation 40.6(a), the Exchanges certify that the Rule
Amendments and the adoption of the Table comply with the Act and regulations thereunder.

The Exchanges certify that this submission has been concurrently posted on the Exchanges’ website at
http://www.cmegroup.com/market-regulation/rule-filings.html.

If you require any additional information regarding this submission, please contact the undersigned at
212.299.2200 or via email at CMEG Submissioninquiry@cmegroup.com.

Sincerely,

/sl Christopher Bowen

Managing Director and Chief Regulatory Counsel
Attachments:  Exhibit A: CME, CBOT, and NYMEX/COMEX Rule 855. (blackline format)

Exhibit B: CME/CBOT/NYMEX/COMEX Contracts Eligible for Offset Table
(attached under separate cover)
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855.

EXHIBIT A

NYMEX and COMEX
Chapter 8
(“Clearing House and Performance Bonds”)
(Additions are underscored; Deletions are everstruek.)

OFFSETTING BH-FERENTFSIZED-FUTFURES-POSITIONS
A. DIFFERENT-SIZED FUTURES CONTRACTS

With the consent of the account controller, a clearing member may offset-and-liguidate long futures positions
against short futures positions, or short futures positions against long futures positions, held in the same
account in the ratios set forth in the Contracts Eligible for Offset Table (“Table”) at the end of Chapter 8.

B. FUTURES SPREAD CONTRACTS AND UNDERLYING FUTURES CONTRACT LEGS

With the consent of the account controller, a clearing member may offset an open position in a listed futures
spread contract against opposite open positions in the outright futures products of the spread contract’s
underlying legs held in the same account in the ratios set forth in the Table.

For purposes of Sections A. and B., the clearing member shall notify the Clearing House of offsetting positions
by submitting reports to the Clearing House in such form and manner as the Clearing House shall specify.
The positions shall be offset at the previous day's settlement price.

The positions being offset shall be transferred to a holding account at the Clearing House. Offsetting positions
in the same contract and contract month held in the holding account shall be netted, thus reducing the number
of open positions in such contracts.

CME

Chapter 8
(“Clearing House and Performance Bonds™)
(Additions are underscored; Deletions are everstruek.)

OFFSETTING BHFERENT-SIZED-FUTURESPOSIHONS-AND-OPTHONS-POSITIONS FOR DIFFERENT-
SIZED CONTRACTS

With the consent of the account controller, a clearing member may offset-and-liquidate long-E—Mini-orE-Micro
futures positions against short regular-futures positions, or short E-Mini-er-E-Micro-futures positions against
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855.

long regutarfutures positions, held in the same account in the ratios set forth in the Contracts Eligible for

Offset Table (“Table”) at the end of Chapter 8.fellowingratios-of E—Mini-or-E-Micro-toregularfutures-contracts:

With the consent of the account controller a clearrng member may offsetand—kqa@ate long options on futures
positions in-eptien ’ against short options
on futures p05|t|on5—m—ephen5—on—regutapiutur93—emqtrae$3—(—reg%apephensg or short options on futures
positions-in-E-Mini-or-E-Micro-options against long options on futures positions-inregular-optiens, held in the
same account in the ratlos set forth in the Table, prowded that—(a)—any—sueh—eﬁeettmg—and—lamdatmg

The clearing member shall notify the Clearing House of offsetting positions by submitting reports to the
Clearing House in such form and manner as the Clearing House shall specify. The positions shall be offset at
the previous day's settlement price for futures and at a price of zero for options.

The positions being offset shall be transferred to a ©ME-holding account at the Clearing House. Offsettingteng
and-short positions in the same contract and contract month held in the holding account shall be netted, thus
reducing the number of open positions in such contract.

CBOT
Chapter 8
(“Clearing House and Performance Bonds™)
(Additions are underscored; Deletions are everstruek.)

OFFSETTING MINI-SIZED—AND—FULL-SIZED—FUTURES—POSITIONS FOR DIFFERENT-SIZED
CONTRACTS

With the consent of the account controller, a clearing member may offset and-iguidate-long mini-sized-futures
positions against short full-sized-futures positions, or short mini-sized-futures positions against long full-sized
futures positions, held in the same account in the ratios set forth in the Contracts Eligible for Offset Table

(‘Table”) at the end of Chapter 8.fellowing-ratios-of-mini-sized-to-full-sized-futures-contracts:

The clearing member shall notify the Clearing House of offsetting positions by submitting reports to the
Clearing House in such form and manner as the Clearing House shall specify. The positions shall be offset at
the previous day’s settlement price.

The positions being offset shall be transferred to a holding account at the Clearing House. Offsettingtong-and
shert positions in the same contract and contract month held in the holding account shall be netted, thus
reducing the number of open positions in such contract.



EXHIBIT B

CME, CBOT, NYMEX/COMEX
Chapter 8
(“Clearing House and Performance Bonds”)

CME, CBOT, NYMEX, and COMEX Contracts Eligible for Offset Table

(attached under separate cover)



