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August 18, 2008

Mr. David Stawick

-Office of the Secretariat

Commodity Futures Trading Commission
Three Lafayette Centre

1155 21st Street, N.W.

Washington, DC 20581

RE:  New CME Chapter 438D (“WRS Hurricane Risk Landfill Options”) and
changes to CME Chapter 8D (“Exempt Board of Trade")
CME Submission No. 08-119R

Dear Mr. Stawick:

Chicago Mercantile Exchange Inc. hereby notifies the Commission that it has entered into
an agreement with Weather Risk Solutions, LLC (“WRS”) to clear its over-the-counter
product called Hurricane Risk Landfill Options (“HURLO”) through the CME Clearing House.
The product will be available through CME’s exempt board of trade (“EBOT").

The HuRLO product specifications are contained in new CME Chapter 438D (“WRS
Hurricane Risk Landfill Options”). CME has also contemporaneously made several clean-up
amendments to CME Chapter 8D (“Exempt Board of Trade”). Trading and clearing is
tentative schedule to begin on August 22, 2008.

The Exchange certifies that the rule changes comply with the Act and regulations
thereunder. '

If you require any additional information regarding this action, please do not hesitate to
contact Timothy Maher, Associate Director, Clearing Business Development at (312) 930-
2730 or me. Please reference CME Submission #08-119 in any related correspondence.

Sincerely,

/s/ Stephen M. Szarmack
Director and Associate General Counsel
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438D00.

438D01.

438D02.

Chapter 438D
WRS Hurricane Risk Landfall Options

SCOPE OF CHAPTER'

This chapter is limited in application to Hurricane Risk Landfall Options contracts (“HuRLO(s)"),
traded on the platform provided by Weather Risk Solutions, LLC (*“WRS”) available through CME
Alternative Marketplace Inc. (“CME AM”) and cleared and settled by the CME Clearing House. The
procedures for clearing and settlement, and any other matters not specifically covered herein shall
be governed by the Rules of the Exchange, as applicable, including the rules of CME AM as set
forth in Chapter 8D. Certain terms used in this Chapter are defined in the “HuRLOs: Definitions
and Methodology” document.

Hurlo CHARACTERISTICs

HuRLOs are European style call options on whether, and where, a Hurricane first makes landfall on
the U.S. Coast. Separate series of HURLOs may be listed for trading and clearing, with each series
utilizing a separate mutualized risk pool. Each HuRLO represents a different Hurricane landfall
location on the U.S. Coast and a “No Landfal® HURLO represents the outcome that no landfall
occurs at any of the specific locations for that HURLO series. Each HURLO series will correspond
to a particular sequentially numbered landfall for the calendar year, and specific landfall location, if
any, as determined by WRS.

At expiration, WRS shall determine the final settlement for each HURLO, using the methods and
terminology described in the “HuRLOs: Definitions and Methodology” document.

OPTION SPECIFICATIONS

438D02.A. Trading and Clearing Schedules

HuRLOs shall be scheduled for trading during such hours as may be determined by WRS, with
trading conducted exclusively on the WRS Electronic Trading Platform.

The WRS Electronic Trading Platform shall offer trading simultaneously on a Primary Market and a
Secondary Market. In the Primary Market, Eligible Contract Participants may purchase HuRL.Os for
any landfall locations and the “No Landfall” HURLQ, in any series that is eligible for trading. In the
Secondary Market only, Eligible Contract Participants may sell HURLOs they own to other Eligible
Contract Participants. No short selling of HURLOs is permitted in either the Primary Market or
Secondary Market. All HURLO trades must be submitted to the CME Clearing House for clearing
and settlement.

HURLOs shall be scheduled for clearing during such hours as may be determined by the Board of
Directors, with clearing and settlement of HURLOs conducted exclusively by the CME Clearing
House.

438D02.B. Trading Unit
The unit of trading shall be one HURLO.
438D02.C. Minimum Fluctuations

The premium for a HURLO shall be quoted in dollars and cents per HURLO. The minimum
fluctuation shall be one cent ($0.01).

438D02.D.-E [Reserved]
438D02.F. Position Accountability

A person owning or controlling more than 10,000 HURLOs in a particular series and location shall
provide, in a timely fashion, upon request by WRS or CME AM, information regarding the nature of
the position, trading strategy, and hedging information, if applicable. For the purposes of this rule,
“No Landfall’ shall be considered a specific location.

' Adopted August 2008.
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438D02.G. Accumulation of Positions

For the purposes of Rule 438D02.F., the positions of all accounts directly or indirectly owned or
controlled by a person or persons, and the positions of all accounts of a person or persons acting
pursuant to an expressed or implied agreement or understanding, and the positions of all accounts
in which a person or persons have a proprietary or beneficial interest, shall be cumulated.

438D02.H. [Reserved]
438D02.1. Suspension or Termination of Trading

Trading in the Primary Market or Secondary Market, or both, for one or more series may be
suspended at any time, as determined by WRS, for weather-related or operational reasons.
Following a suspension, trading may be either resumed or terminated, as determined by WRS.

Trading in both the Primary Market and the Secondary Market for a particular series shall terminate
at the earlier of:

1. 2:00 P.M. on December 15, or
2.  When WRS determines to terminate trading following any suspension of trading determined by
WRS, or

3. When WRS determines that a Hurricane made landfall on the U.S. Coast. WRS shall
thereafter determine the First Landfall Location at one of the landfall locations described in
Rule 438D01.

438D02.J. Contract Modification

Specifications shall be fixed as of the first day of trading for a particular HURLO series except that
all HuRLOs must conform to any applicable government regulations in force at the time of exercise.
If a government, agency or duly constituted body thereof, with jurisdiction over the subject matter,
issues an order, ruling, directive or law inconsistent with these rules, such order, ruling, directive or
law shall be construed to become part of these rules and all open and new HuRLOs shall be
subject to such.

438D03. EXERCISE AND FINAL SETTLEMENT

438D03.A. Exercise

A HuRLO for a particular series and specific location, which WRS determines to be the First
Landfall Location, or if there is no landfall, a “No Landfall® HuRLO for a particular series, shall be
exercised automatically. All other HURLOs in the particular series shall expire worthless.

438D03.B. Final Settlement

All HURLOs that are automatically exercised as described in Rule 438D03.A. shall be settled using
the respective HURLO settlements determined by WRS, using the methodology in effect on that
date. Settlement shall be in dollars and cents per HURLO. Any Eligible Contract Participant
holding a HURLO that is automatically exercised shall receive its pro rata share of the aggregate of
all premiums collected and held by the CME Clearing House for that particular HURLO series, less
applicable fees.

438D04. ACTS OF GOVERNMENT, ACTS OF GOD AND OTHER EMERGENCIES

(Refer to Rule 701. - ACTS OF GOVERNMENT, ACTS OF GOD AND OTHER EMERGENCIES)

In addition to the provisions of Rule 701, and except with respect to those suspensions of trading
addressed in Rule 438D02.I1., WRS and CME AM shall jointly determine (i) when a trading halt,
delayed opening or other suspension of trading is required, and (ii) when trading should resume or
open, as to any HURLO and/or HURLO series as a result of regulatory requirements, market
conditions or other emergencies. .

(End of Chapter 438D)
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INTERPRETATIONS AND SPECIAL NOTICES
RELATING TO CHAPTER 438D

LIMITATIONS OF LIABILITY AND DISCLAIMER

WRS grants to CME AM and the CME Clearing House the rights to use its determinations as to (a) whether
a Hurricane makes landfall on the U.S. Coast, and (b) the First Landfall Location, where (a) and (b) are
collectively referred to as “First Landfall Determinations,” in connection with the trading, clearing and
settlement of HURLOs. WRS, CME AM and the CME Clearing House make no warranty, express or
implied, as to the results to be obtained by any other person or entity from the use of WRS’ First Landfall
Determinations in connection with the trading of HURLOs or any other use. WRS, CME AM and the CME
Clearing House make no express or implied warranties, and expressly disclaim all warranties of
merchantability or fitness for a particular purpose or use with respect to the WRS First Landfall
Determinations. Without limiting any of the foregoing, in no event shall WRS, CME AM or the CME
Clearing House have any liability for any special, punitive, indirect, or consequential damages (including
lost profits), even if notified of the possibility of such damages.
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Chapter 8D
EXEMPT BOARD OF TRADE
 PARTY
8DO01. SCOPE OF CHAPTER

8D02.

8D03.

8D04.

8D05.

8D06.

8D07.

8D08.

This chapter authorizes the Exchange to operate its wholly-owned subsidiary, CME Alternative
Marketplace Inc.™, a Delaware corporation (“CME AM”), as an exempt board of trade (“EBOT").
The requirements relating to an EBOT are set forth in section 5d of the Act and Part 36 of the
CFTC's regulations.

ELIGIBLE CONTRACT PARTICIPANTS

Trading on the EBOT is restricted to “eligible contract participants’ (“ECP”) as defined in section 1a
(12) of the Act.

ELIGIBLE CLEARING MEMBERS

Clearing Members eligible to clear CME and/or CBOT products ard—SpeciaCME—Clearing
Mermbers-eligibleto-clear- GBOT-preducis-may clear Ehglble Products traded on CME AM. For risk

management purposes, however, the Clearing House may, in its sole discretion, prohibit a Clearing

Member er-a-Speeial-GME-Gleanng—Member—from clearing EBOT Eligible Products on CME AM.
ELIGIBLE PRODUCTS

The commodities eligible to be traded on CME AM are based on underlying commodities that have:
1) a nearly inexhaustible delivery supply; 2) a deliverable supply that is sufficiently large, and a
cash market sufficiently liquid, to render any contract traded and the commodity highly unlikely to
be susceptible to the threat of manipulation; 3) no cash market; or 4) any other commaodities
authorized by the CFTC.

NOTIFICATION

CME AM IS NOT REGISTERED WITH, OR RECOGNIZED, DESIGNATED, LICENSED OR
APPROVED BY THE CFTC.

CLEARING FOR CME AM TRANSACTIONS

The CME Clearing House will provide clearing services for CME AM transactions in accordance
with its standard operating policies and procedures and in conformity with the-CME Rules unless
specifically provided otherwise in this Chapter.

CLEARING FOR PRIVATELY N_EEOTQ\TED EX-AUCTHION-TRANSACTIONS

The CME Clearing House may provide clearing services for privately negotiated Ex-Auction
transactions in accordance with the Rules, policies and procedures of its privately negotlated
clearing service offering.

COMPLIANCE WITH RULES

CME AM shall have the authority to conduct inquiries into activities on the EBOT in order to monitor
and enforce compliance with any Rules that are applicable to the EBOT. Participants shall provide
CME AM with information and access to their relevant records relating to their access to, or use of,
the EBOT that may be requested by CME AM in connection with any such inquiry. It shall be a
breach of this Rule for a Participant or any of its agents or affiliates to fail to answer questions or
produce records in_connection with any such inquiry, or to knowingly make any misstatement of a
material fact to CME AM or anvy of its representatives.

If CME AM reasonably believes that a breach of any applicable Rules has occurred, CME AM will
determine_what_action to take, if any, which may include, but not be limited to, suspending,
terminating, or restricting Participant’s access to the EBOT.
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8D.09. PROHIBITED CONDUCT

it shall be a breach of this Rule for a Participant or its agents or affiliates:

(a) _to use, or to attempt to use the EBOT, or to enter any instruction into the EBOT for the purpose
or with the intention of defrauding or deceiving any other person in connection with or related
to_ any transaction on, or other activity related to, the EBOT;

(b) to manipulate or attempt to manipulate prices in any CME AM product;

{c) to enter into an artificial transaction, or to cause a false or fictitious trade or price to be
recorded on the EBOT;

(d)_to accept from, or knowingly place for, the same beneficial owner simuitaneous buy and sell
orders or transactions for the same product with the intent to avoid a bona fide transaction; or

{e)_to engage in an act or a course of conduct which is likely to damage the fairness or integrity of
the EBOT.
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