
September 20, 2007 

KANIAICnY 
BOARDOI=IRADE 

.._ .. ":':' 
.. , __ L'l 

SENT VIA E-MAIL TO: 
submissions@cftc.gov 

"'0 

Mr. David Stawick 
Secretary of the Commission 
Commodity Futures Trading Commission 
Three Lafayette Centre 
1155 21st Street, N.W. 
Washington, D.C. 20581 

Re: Submission pursuant to Section 5c(c) of the Act and Commission 
Regulation 40.5 - "Request for Commission rule approval." 

Dear Ms. Donovan: 

I. REQUEST FOR COMMISSION APPROVAL 

The Kansas City Board of Trade ("KCBT'' or "exchange") hereby submits, pursuant to 
Section 5c(c) of the Act and Commission Regulation 40.5, amendments to Rules 
200.00, 200.02, 209.00, 210.01, 210.02, 230.05, 231.00, 231.02, 232.05, 241.02, 
244.00 & 247.00 and new Rule 241.06. 

II. TEXT OF RULE AMENDMENTS 

The text of the rule amendments is shown as follows, with additions underlined and 
deletions lined out 

200.00 Government; Officers And Directors. The government of the Board ofTmde shall be vested in a 
Cbainnan, a FJISI: Vice ('Jvrirman, a Second Vice Chainnan. a Board ofDirectors consisting of four ( 4) twelve (1~ 
members of the KCBT and four (4) persons from the~ eutside (Rule 230.05), one (1) person each from the 
Board ofDirectotS of the Kansas City Board ofTmde Clearing Coip0l31ion (K.CCC) and the Kansas City Board of 
Trade Investment Company (K.CIC) who are also membetS of the KCBT. a PJ:esident, a Secretary, and a Tmasurer. 
The Chaifmaa, FUst Viee Cllaiamm, Seeeud 'Jiee ChaifRIAR; tke President. Secrelm;y. Treasurer and members from 
KCCC and KCIC shall be ex officio members of the Board of Directors. 

Note: Delelies efthe ellligllliea ef1he ellfgeifig ~te 581\'e was appre Jed 1Jy1he Belll'd efllil'eeieRI Mlie& ea 
l)eei!BI!er Z; 1981i (l!ee page 19ill efBI!&l'll's miante~ aad IJy pessage efPNpesitiea 379 fi:Y a vets ef1he mi!Bflet'llhip ea 
1-M:Y 71 1911€i, KGGS A KGIG BIII!Bllers apJif~Wed IJy aa dirlllllti'l<e Pfoepesitie& 391i ·19te ea 19/39/91. The reslruqtur! 

ofthe Board ofDiregm composition Cmdociugthe member climtm 1jpm twelve to fourl sbaD b! phased in over the two 
election cyoles of2008-2009. meaning that in each ofthose elec:tion cvc1es. the Nomigatjpg Committee; sballl!f9I!OI!e two 

DU!!IIber director candidates instead of six. 

. ' 
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200.02 Appoioted Officers. The Boan1 of Directors shall elect a Secretary and a Treasurer who shall serve as 
non-yoting ex officio members of the Board of Directors. and may also elect assistanis to these positions as well as 
non-member officers. 

209.00 Annual Election. The following shall be elected at the annual meeting: 

a. Elective Oftieen. At the annual meeting there shall be elected by the members a Chairman, a Second 
Vice Chairman. DY!!Jl1 ~member Directors, ten (10) members of the Committee of Aibitmtion. five 
(5) of whom sball basically be :tbtures oriented. and five (5) of whom. shall basically be cash oriented, one 
(I) member of the Business Conduct Committee, and two (2) members of the Nominating Committee, all 
of whom sball be members and are referred to in these rules as the "elective officers": 

b. Board of Diredors. Two (2) ~member Directors sball be elected annually. No person sball be 
eligible to the office of member Director who has not been a member in good standing in the KCBT for at 
least one (1) year preceding the amJJJa1 meeting. Bft"eeU.w 'With tke 1984 Eea:nl efDimetefs, at least eBe 

direeter shall he a Class "S" mem'l:ler. 

210.01 Selection of Candidates. In selecting candidates, the Nominating Committee shall give speeial 
consideration to the desirability of having a diyersitv of aU interesls representAxl on the Board of Directors and on the 
committees. Widuespeet te tke Beard ef'Difeetet:s, tke NemiBatiDg Cemmittee shall e~~S~He: 

(1) ThatteapeNeat ermere efduuegular.,retiogmemhem eftke Beanl efDifeetem he eemprised ef 
pemem; ~ :fimBefs; predBeefS; 'IBel'6hoBts er e*IJ&Befs efpliBeipal eemmedities l:Hldeflyiag a eemm.ediey 
~ er eemmedi1¥ ept:ieB tmE1ed 9B the eealmGt mad£et; mHl 

(2) TluJt tke Hlelllhemhip eftke Beam efDireetels mHIBusiuess CemiBet CemmHtee iBelude a 
divel'Sity efmemhemhip iRtefesls e9B:Sistiag eftlle feUewiBg: 

(i) Fleer lR=ekem. 
(ii) J!'hler tfaders. 
(iii) Futures eemmissieH met'Shaats. 
(iv) PEadueefs; G9BSIIIBel'S; preeesseRI; distritmtef&; mHl ~ ef eemmedities 

tmtled 9B tke K.CBT. 
(v) PMH6ipaats ill a 'WI'iety efpits ar p1'iBeipal 8l'fJUPS ef eemmadit:ies tmtled aR tke KCBT. 

210.02 Candidates. It sball be the duty of the Nominating Committee to propose one (I) candidate for 
Chairman, one (1) candidate for Second Vice Chairman, 11nt.ru ~candidates for member Directors, one (1) 
candidate for the Business Conduct Committee, ten (10) candidates for the Arbitmtion Committee, five (5) of whom 
shall basicallybe:tbtures oriented and five (5) of whom sball basically be cash oriented. and two (2) candidates for 
the Nominating Committee, which list shall constitute the only candidates for such offices except as otherwise 
provided in Rule 210.03 or 210.04. 

230.05 Public Outside Direeton. In November of each year, upon nomination by the Chairman, and 
with the approval of the Board of Directors, two (2) ~ eutside directors &ball be appointed to serve for 
a two-year tenn to coincide with the tenns of the direct:om to be elected in January of the following year. 
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The Chairmaa iB maJBag die aemiaatiea feF eatside diieetem slmll GeBSider 1lle fellewmg Eft:ll:lifieatieBs feF euiSifie 
difeslel'S: . 

A. To gualitv as a public director. an individual must be found Jnr the Board of Directors. on the record. to 
have no material relationship with the Board of Trade. A "material relationship .. is one that reasonably could affect 
the inde,pendent judgment or decision making of the director. 

B. In aifdition. a director shall not be considewJI "public" if any of the following circumstances exist 

(1) The director is an officer or employee of the Board of Trade or a director. officer gr employee of 
its !!ffiUate. In this context. "affiliate" includes parents or subsidiaries of the Board of Trade or entities that share a 
common parent with the Board ofTrade: 

(2) The director is a member of the Board of Trade. or a person employed Jnr or affiliated with a 
member. In this context. a person is "affiliated" with a member ifhe or she is an officer. director or partner of the 
member: 

(3) The director. or a firm of which the director is an emplovee. officer. director or partner receives 
more tban $100.000 in combined annual payments from the Board of Trade. anv affiliate of the Board of Trade. or 
from a member or an officer. director or oartner of a member of the Board of Trade. In this context. "payments" 
means compensation for professional services. Compensation for services as a director of the Board of Trade shall 
not connt toward the $100.000 payment limit nor does deferred compensation for services prior to becoming a 
director. so long as such cx.mmensation is in no way contingent conditioned or reyocable: 

(4) Am of the relationships above aooiv to a member of the director's "immediate familY''. In this 
context. "immediate fiupily" includes the director's spouse. parents. cbildren and siblings, 

C. All of the di§mmlifying circums!ances described in Section (8) above sball be subject to a one-year look 
back period. 

(1) 'They life Jmewledgea91e efmtures 1mdiBg er fiBaBeial regulatiea er etkenvise eapa&le &f 
eaRtBlmtiBg te gevemiag eeord deheemtieas. 

(2) ,.A.ae aet memlleRJ eftke KCBT. 
(3) ,A.ae aet ElUfEeBtly saJm:ied employees efdie KCBT. 
(4) .\te :a.et p.rimari1y perfermiBg Set'Yiees feF die KCBT iB: a eapeGity efher 'd:wl as a memher af 

die K:CBT'fl Beard efDileetef5;-
(~ .\te aet eilieem, priBeipals er empleyees efa iB:m wiHelt helds a memeeR!hip at tke KC8T 

ei1ller ia its ewR same er thfeugh aa empleyee e11: bellaJf ef die fiRrt. 
Outside directors are covered under the indemnification agreement contained in the Articles of Incorporation, are 
covered under any Director's and Officer's LiabiJi1;y Insurance, and will be reimbursed normal expenses of 
attending meetings. 

Outside directo.rs may serve on Board committees, shall be counted in computing a quorum, shall have full 
rights to debate and vote upon any matter before the Board. and shall receive copies of all documents presented to 
Board members. 

Outside directors may resign, and they may be removed for good cause or for: 

(1) Failure to attend !lm.G) dH:ee (3) or more consecutive regu1ar meetings; or 
(2) Failure to attend any three (3) fem:.(4) regular meetings in one twelve-month period. 
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.231.00 MeetiDgs; Begular And Special. The Board of Directors sba1l hold regular meetings on the Jast 
Tuesday of evecy other month eaeh Hl8lll1l, the hour for such meetings to be determined by the ChaimJan. 
The meetings sba1l be held in the offices of the KCBT, or such other place as the Directors may direct. The Board 

· of Directors may adjourn snch meetings from time to time and it may also hold special meetings upon call 
and notice to all Directors. At such adjourned or special meetings the Board of Directors may transact any 
business under the rules that might be transacted at any regular stated meeting . 

.231.02 Quorum. Six (6) Bight (~ members of the Board of Directors sball constitute a quorum. but in 
the absence of a quorum a lesser number may adjourn a meeting until another time. 

232.05 Appeals. The Board of Directors (excluding the First Vice Chairman and am' public director serving on 
the Business Conduct Punmitteel shall hear and determine all appeals from disciplinary sanctions imposed by the 
Business Conduct Committee for alleged violations ofKCBT rules, provided that D,Otice of snch matter is given at 
least ten (10) business days before the meeting. However, a warning letter with no finding of guilt. and a fine under 
$100 are not appealable to the Board of Directors. 

241.02 Executive Committee. The Executive Committee shall consist of the Cbairman, FllSt Vice Chairman, 
Second Vice Chairman two (2) public directors appointed annually by the Chairman with the approval of 
the Board ofDirectors. and the President of the Board ofTmde who shall be a non-yoting member of said 
Committee. The Execoti:ve Committee shall convene to discuss issues of a general nature, matters of 
interest to the PresideDt. approval or disapproval of expenditures exceeding a specific line item by more 
than ten pereeot (10%). the use of contingency funds. and other matters as directed by the Board of 
Directors from time to time. 

241.06 Regulatory Oversight Committee. There sball be appointed each year by the Chairman. with the approval 
of the Board. of Directors. a !!laniling Regulatory Oversight Committee LR.OC'') consisting of only public 
directors to assist itin minimizing actual and potential conflicts of interest The ROC shall oversee the 
Board ofTmde's remlatm;y progmm. on behalf of the Board ofDirectois. The Board ofDirectors shall 
delegate sufficient anfhority. dedicate sufficient resources, and allow sufficient time for the ROC to fulfill 
its manit* The ROC shall: 

(a) Monitor the Board ofTmde' s regulatory progmm. for sufficiencv. effectiveness and independence; 
(b) Oversee all facets of the program. inclUding trade pmctice and market surveillance; audits. 

examinatioDs and other regu)atorv remousibilities with rep:ct to member firms {including 
ensuring compliance with financial integrity. financial re.porting. sales oractice. recordkeeping and 
other requirements); and the conduct of inyestigatious; 

(c) Review the size and allocation of the regulatoJY budget and resources; and the number. hiring. 
tenpimtinu and coumeo!!idion of regolato.ry personnel; 

(d) SQpervise the Board ofTmde's chiefregolatoJ:yo:fficer. whowillreportdirectly to the ROC; 
(e) Prepare an annual report assessing the Board ofTn!de's self-regu]atorv progmmfor the Boani of 

DirectorS which sets forth the regulatozy progmm's budget describes its !!ti!ffipg and structure. 
catalogues disciplinary actions taken dmipg the year and reviews the performance of disciplipary 
committees: 

(f) Recommend changes that would eusure fair. vigorous and effective regulatiop: and Review 
regu1atmy proposals and advise the Board of Directors as to whether and. how snch changes may 
impact regnlRtiou. 
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244.00 Bmduess Conduct Committee. The Business Conduct Committee sball consist of :five (5) members: 
three (3) elected; 8Bd the Fil'St Vice Chainnan;. and either a public director or someone who would mwlify as a 
public director as defined in Rnle 230.05 tile Pf:esideBt aftlle CleariBg Cetpel'BiieB. The public dinlctor member of 
the Committee soon be IPpointed each year by the Chairman with the approval of the Board of Directors. The 
elected members shaD serve for a three-year staggered or overlapping term, so that each year one ( 1) new member is 
elected to replace an elected member who bas served three (3) years. The terms will begin and end on the same date 
in Janu.my as do those of the Directors and Officers. The Committee sball be constituted so: 

(1) That eae :aea :m.em138f siJaU "be added te tile C9BHIJiUee 8Bd s1lall he appaiuted "by tile CllairmaB 
aftlle Emmamge wlleaever die CelBIBfttee is aeti&g with respeet te a diseip]Hmy aetie ia whieh: 

(i) The su&jeet aftlle aeti:eB is a member aftlle BKehaage's: 
(A) GevemiBg 'SaaRI; er 
(8) BBsiBess Ce&duet Cemmittee; er 

(ii) .. ".:By eftlle ellmged; aJleged; er a4judieated 69BimGt market mle vielatieBS im•elve: 
(,.4 .. ) MaaipulmieB er auempted maaipalati9B: aftlle p&ee af seiBBH!dny, a futDl'es 
sBBtmet eF aB epfie BB a mfl:lfes eeB11aet; er 
(8) CeB4aet whieh direstly J.'e8Ults iB :fiBaaeial hamt te a :aea :m.em13er efthe KC'8T. 

~ That more than fifty percent of the Committee includes persons whose primaiy membership 
interest (i.e .. floor broker. floor trader. futures commission merebant commercial. etc.) (as 'fii'EJ'IIiEied in 
lbHe 219.01) is representing membership interests olher than the piimaJ:y membership interest of the 
subject of the disci.pJinaiy proceeding being considered. If the makeup of the Committee is such that tbis 
subparagraph conld not be complied with, the Chairman of the Exchange shall appoint a substitute 
member(s) pmsuant to Rnle 244.02 in such a manner as to insure compliance with this subparagraph. For 
the purposes of compliance with this paragraph, the Chairman of the Exchange sball be the final judge of 
which membership interest each Committee member and the subject of the disciplinary proceeding 
primarily represents. 
ill~ That the Committee shall include sufficient di:lli:rent membership interests so as to ensure 
fairness and to prevent special treatment or preference for any person in the conduct of the 
Committee's responsibilities. 

247.00 Complaint CoiDIDittee. There shall be appointed each year by the Chairman,. with the approval of the 
Board ofDirectors, a stmding Complaint Committee. The Complaint Committee shall have a minimnm often (10) 
members which sball consist of a diversity of membership intelests as descnDed in Rule 244.00. minimum eftwe 
(2) membel'S ffem eae1l aftlle fellewiug 1Jf9duels: (a) wheat; (b) serglmm; (s) Vfllue 1me; 8Bd (d) epfiBBS. The 
CemplaiDt CemmiUee s1lall alse insbtde t:we (2) memltefS :hm tile l\ppeals Cemmittee. One (1) of the teo (10) 
members of the Complaint Committee~ be either a public director or someone who would goolifjr as a public 
director as defined in Rule 230.05. The public director member of the Committee shall be appointed each year Qy 
the Chainmm withtheapproyal oftbeBoard ofDirectorsappeimedtlle eBaifpemBBeftlle Cemmittee. Such 
Committee(s) shall: 

a. review staff reports of investigations into possible cash grain trading rule and futures 
trading rule violations. to see if formal disciplinary proceedings appear necessary, and if 
so, approve and issue the notice of charges, accept settlement of terms, and make 
recommendations to the Business Conduct Committee; and 

b. to receive evidence and make decisions reganting disputes as set forth in Rule. 
3085.00 of these Rules; 

c. to make adjustments where differences may arise between seller and buyer on spot grain 
ttansactions. This does not deny the right of either party to arl>itrate the matter as provided 
eJsewhere in the rules. · 



Mr. David Stawick 
September 20, 2007 
PageS 

Ill. EXCHANGE ACTION TAKEN AND EFFECTIVE DATE 

The Board of Directors, in a regular meeting held on August 28, 2007, unanimously 
approved the governance rule changes, acting pursuant to authority granted them under 
Rule 233.01(o}. The membership, in a vote held on September 20, 2007, ratified the 
rule amendments (by a vote of 80 to 16}. Subject to Commission approval, the rule 
changes shall become effective on Monday, November 5, 2007. 

IV. OPERATION, PURPOSE AND EFFECT OF RULE AMENDMENTS 

On February 14,2007, the Commission published final acceptable practices pursuant to 
Section 5(d)(15) (Core Principle 15) of the Commodity Exchange Act for minimizing 
conflicts of interest in decision making by a designated contract market ("DCM"). The 
final acceptable practices set forth guidelines for achieving "safe harbor" compliance 
with Core Principle 15 by a DCM. 

As a DCM, the KCBT desires to avail itself of the safe harbor provisions contained in the 
Core Principle 15 acceptable practices. Accordingly, various rule amendments were 
necessary in order to comply with the safe harbor provisions. 

The Executive Committee and Board of Directors considered various alternatives for 
achieving compliance with the Commission's safe harbor guidelines, and decided on the 
structural changes contained in the aforementioned proposed rules, a summary of 
which is as follows: 

1. Board - In order to achieve the 35% public director representation mandate, the 
current number of public directors (4) will be maintained and the total number of 
voting directors shall be reduced from 19 to 11 {exclusive of ex-officio, non-voting 
Board members like the presidents of KCBT, Clearing Corporation and 
Investment Company). This change will achieve public Board representation of 
36.4% {4 of 11 ). 

2. Executive Committee - In order to achieve the 35% public director 
representation mandate, the exchange president will be made an ex-officio, non
voting member of the committee and two {2) public directors will be added to the 
three {3) officers {chairman, vice chairman & 2nd vice chairman) for an executive 
committee of five {5) voting members. This change will achieve public committee 
representation of 40% (2 of 5). 

3. Regulatory Oversight Committee {ROC)- A ROC shall be established as a 
standing committee consisting of only public directors. The committee shall be 
appointed each year by the Chairman with the approval of the Board. 

4. Disciplinary Panels - Each year the Chairman shall appoint one public director 
(or someone who would qualify as a public director) to each of the disciplinary 
committees {Complaint Committee & Business Conduct Committee) with the 
approval of the Board. 
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With the rule amendments contained herein, the exchange will be in compliance with 
the executive committee composition provisions of the Commission's Core Principle 15 
acceptable practices effective with the calendar year 2008. In addition, the exchange 
board of directors has already established a regulatory oversight committee and 
appointed public directors to serve on both disciplinary panels in order to achieve 
compliance in the interim until such time as the formal rules providing for such become 
effective with the calendar year 2008. Finally, as stated in the footnote to Rule 200.00, 
the rule amendments respecting the governing board composition will be phased in over 
the next two exchange election cycles, leading to full compliance effective with the 
calendar year 2009. 

V. SUBSTANTNE OPPOSING VIEWS 

To the knowledge of the Board of Directors and staff of the KCBT, no substantive 
opposing views were expressed by members or others regarding the rule amendments 
outside of the views expressed by the exchange in its numerous comment letters filed 
with the Commission during the three year review and comment periods leading to the 
final acceptable practices. The exchange is hopeful that the Commission will provide 
additional relief in response to comments received following a Federal Register release 
dated March 26, 2007 setting forth proposed amendments to the Core Principle 15 
acceptable practices. Should the Commission address the issues raised in the 
comment letters and provide additional relief, the exchange accordingly intends to 
submit amendments to its rules contained in this submission. 

VI. CLOSING 

The exchange is not aware of any Commission regulations that need amending or 
interpreting in order t approve the rule amendments proposed in this submission. 

Sincerely, 


