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

August 25, 2008 
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Re: Rule Certification. New York Mercantile Exchange, Inc. Submission #08.84: 
Notification of Amendments to NYMEX Rule 8.55, Classification of Offenses, 
and 8.03, Settlements. 

Dear Mr. Stawick: 

The New York Mercantile Exchange, Inc. (''NYMEX" or "Exchange") is notifying the 
Commodity Futures Trading Commission ("CFTC" or "Commission") that it is self-certifying 
the following amendments to NYMEX Rules 8.55, Classification of Offenses, and 8.03, 
Settlements. 

Rule 8.55 outlines the sanctions that the Exchange may impose under the classifications 
of Major and Minor Offenses. The amendments to Rule 8.55 provide the NYMEX Disciplinary 
Panels with the ability to restrict or prohibit trading by a suspended Member to whatever degree 
the Panel determines is appropriate, including suspension of member electronic trading 
privileges. In addition, some relevant sanction language has been moved from the first paragraph 
of the Rule to a newly created section "C" at the end of the Rule. 

Rule 8.03 outlines the procedures that a Respondent may pursue for settlement of 
disciplinary actions heard before the Business Conduct Committee ("BCC"). The amendments 
to Rule 8.03 permit any case to settle before the BCC based on the same sanction schedule 
available for the Adjudication Committee. Therefore, the terms of the sanction schedule for Rule 
8.03 are being amended to mirror what is available for settlement in the Adjudication Committee. 

Pursuant to Section 5c(c) of the Commodity Exchange Act ("Act") and CFTC Rule 40.6, 
. the Exchange hereby certifies that the attached rule amendments comply with the Act, including 

regulations under the Act. These changes will be made effective on August 27, 2008. 
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Should you have any questions concerning the above, please contact Ronney L. 
Rosenberg, Director and Compliance Counsel, at (212) 299-2853, or the undersigned at (202) 
715-8517. 

Attachment: 
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Sincerely, 

De' Ana H. Dow 
Senior Vice President and 
Chief Legislative Counsel 



NOTIFICATION OF AMENDMENTS TO NYMEX RULES 8.55 and 8.03 
(Insertions are indicated by bold, underlined text; deletions are indicated by bold, stricken text.) 

8.55 Classification of Offenses 

Offenses against the Exchange shall be classified as major offenses and minor offenses. Maj&F 
offeoses shall be punishable by eoe or mere ef the fellewi.Bgz e'l:pulsioo, suspensieo frem all 
er same Fights and privileges ef membership, i.Beluding but oet limited to the ability te hold 
a permit Eleetrenie Tradiog Privileges, the ability to pay Member rates oo eleetrenie 
tFades, or employment eo the E'l:ehange Floor, er employment fer the puf1Jeses ef eoteFiBg 
ordeFS eo·any NYl\fEX eleetrenie tmdi.Bg platferml..a rme afoot more than $1,000,000, 
eease and desist erder, or an order direeting restitution to any injured peFSoB. 

Mioor offenses shall be punishable by one er mere ef the fellewiog: a rme of no mere than 
$2S,OOO, eease and desist erder, order direetiog restitution to any iojured person, or 
suspeosioo fer oet mere thao one year frem all or some rights sod privileges of 
membership, i.Beludiog but net limited to the ability to held a permit, Eleetreoie Trading 
Privileges, the ability to pay Member rates oo eleetreoie trades, or employment en the 
Exehaoge Fleer, er employment fer the puf1Jeses ef eoteriog erdeFS en aoy N¥1\IEX 
eleetreoie tradiog platform. Unless geed eause is shewo, any effeose iJWelviog fmuduleot 
er deeeitful trading praetiees detrimeotal to a eustemer's order shall be a Majer Offense 
and shall be puoishable, at a minimum, with a suspeosieo or Fe>Veeatieo of the Member's or 
Authorized Termioal User's right te eueute eustemer orders; 

A seeeod vielatieo of the same rule or the same miner effeose within a period of tweoty 
four months of a fioal diseipliBary aetien by the Exehange shaU earry penalty previsions 
equivalent to amajeF offense. 

(A) Major Offenses 

No Member, Member Firm, or any employee of the foregoing shall commit a violation of any of 
the following rules, which shall be deemed major offenses of the Exchange. · 

(1) to have an interest in, operate, or knowingly represent or make any transaction with or for a 
bucket shop; 

(2) to be guilty of fraud or any act of bad faith; 

(3) to be guilty of any dishonest conduct; 

( 4) to make or report a false or fictitious trade; 

(5) to attempt extortion; 
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(6) to default on, be delinquent in or otherwise fail to comply with the delivery requirements on 
any contract; 

(7) to engage in wash trading or accommodation trading; 

(8) to manipulate prices or attempt to manipulate prices or to corner or attempt to corner the 
market; and 

(9) to make a material misstatement to the Board or to a committee, or on any information 
supplied to the Exchange or its officials; 

(1 0) to knowingly disseminate false, misleading or inaccurate reports concerning crop or market 
information or conditions that affect or tend to affect the price of any commodity upon the 
Exchange; 

(11) to trade or accept margins after insolvency; 

(12) to refuse to appear before the Board, the President or his designee or any investigative and 
hearing committee at a duly convened investigative hearing, or in connection with any 
investigation; to refuse to fully answer all questions and produce all books and records at such 
hearing or investigation, or to testify falsely; 

(13) to make use of or reveal any confidential information obtained by reason of participating in 
any committee meeting or in any investigative proceeding or hearing; 

(14) to knowingly accept, execute or clear a trade on the Exchange for the account of an 
Exchange employee or of a non-member employed on the floor of the Exchange or for a non
member employed as an Authorized Terminal User or User Agent or for an account in which 
such employee or non-member has a direct or indirect interest; 

(15) for a Member, Member Firm, Clearing Member or employee of the foregoing to permit the 
use of its facilities, any NYMEX electronic trading platform or membership privileges by a 
Member or non-Member in a manner that impairs the dignity or degrades the good name of the 
Exchange, or creates a market or other situation detrimental to the Exchange, or results in 
violation of the speculative limit rules, or effectuates manipulations or corners or attempts at 
either; or to itself do any of the foregoing; 

(16) for a Member, Member Firm, Clearing Member or Authorized Terminal User or User's 
Agent to improperly utilize or pennit the unauthorized use of any NYMEX electronic trading 
platform. · 

(17) for a Member, Member Finn or Clearing Member to fail to maintain minimum financial 
requirements; 

(18) to commit an act which is substantially detrimental to the interests or welfare of the 
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Exchange; 

(19) to refuse to comply with an order of the Board, the President or his designee or any 
committee of the Exchange, including but not limited to a refusal to comply with orders that 
suspend the membership privilege of other Members to pay Member rates for transactions 
executed in any venue; 

(20) to intentionally violate any Exchange rule that results in harm to a customer; 

(21) to fail to provide a required notice to the Exchange; and 

(22) to violate Exchange Rules 3.02, or 8.54. 

(23): Supervision. 

(a) To fail to supervise any employee of a Member or Member Firm adequately to prevent the 
violation by such employee of any Exchange Rule that: (i) results in substantial detriment to the 
welfare and interests of the Exchange; (ii) results in harm to a customer or another Member or 
Member Firm; or (iii) otherwise constitutes a Major Offense. 

(b) A showing that the violation of an Exchange Rule by an employee was a first offense of that 
kind and that the Member or Member Firm disclosed the violation to the Exchange and took 
immediate and appropriate remedial action on its own initiative upon discovering the violation 
shall be considered as mitigation to a charge of violating Rule 8.55(A)(23)(a). 

(B) Minor Offenses 

No Member, Member Firm, or any employee ofthe foregoing shall commit a violation of any of 
the following rules, which shall be deemed minor offenses of the Exchange. 

(1) to engage in conduct detrimental to the Exchange; 

(2) to engage in conduct inconsistent with just and equitable principles of trade; 

(3) to be guilty of any conduct which has a manifest tendency to impair the dignity or the good 
name of the Exchange; 

(4) to interpose a Statute of Frauds defense to any claim for breach ofan Exchange contract; 

(5) to make a false entry upon a clearing sheet; 

(6) to violate any rule, the violation of which is not a major offense; 

(7) to circulate or aid in the circulation in any manner of rumors which tend to reflect on the 
integrity of any contract; 
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(8) to fail consistently to conform to audit trail and/or trade submission standards; 

(9) to enter an order, either in person, by telephone, or otherwise, from a location on the trading 
floor of a Division of the Exchange from which the Member has not obtained trading privileges. 

(10): Supervision. 
(a) To fail to supervise any employee of a Member or Member Firm adequately to prevent 
violations of Exchange Rules by such employee. 

(b) A showing that the violation of an Exchange Rule by an employee was a first offense of that 
kind and that the Member or Member Firm disclosed the violation to the Exchange and took 
immediate and appropriate remedial action on its own initiative upon discovering the violation 
shall be an affirmative defense to a charge of violating Rule 8.55(B)(X)(a). 

(C) Sanctions 

Major offenses shall be punishable by one or more of the following: 

1. expulsion or suspension from aU or some rights and privileges of membership, 
including but not limited to the ability to hold a permit or the ability to pay Member 
rates on electronic trades; 

2. suspension of some or all Trading Privileges, including restrictions on the ability to 
trade or enter orders in any or all Exchange products, or to access any NYMEX 
electronic trading platform or to supervise the entry of any orders into such 
platform by others: 

3. prohibition against employment on the Exchange Floor, or employment for the 
purposes of entering orders on any NYMEX electronic trading platform; 

4. a fine of not more than $1.000,000; 
5. cease and desist order; or 
6. an order directing restitution to any injured person. 

Minor offenses shall be punishable by one or more of the following: 

1. suspension for not more than one year from all or some rights and privileges of 
membership, including but not limited to the ability to hold a permit or the ability to 
pay Member rates on electronic trades; 

2. suspension of some or all Trading Privileges, including restrictions on the ability to 
trade or enter orders in any or all Exchange products, or to access any NYMEX 
electronic trading platform or to supervise the entry of any orders into such 
platform by others; 

3. prohibition against employment on the Exchange Floor, or employment for the 
purposes of entering orders on any NYMEX electronic trading platform; 
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4. a fine of no more than $25,000; 
5. cease and desist order; or 
6. an order directing restitution to any injured person. 

Unless good cause is shown, any offense involving fraudulent or deceitful trading practices 
detrimental to a customer's order shall be a Major Offense and shall be punishable, at a 
minimum, with a suspension or revocation of the Member's or Authorized Terminal User's 
right to execute customer orders. 

A second violation of the same rule or the same Minor Offense within a period of twenty
four (24) months of a final disciplinary action by the Exchange shall carry penalty 
provisions equivalent to a Major Offense. 

8.03 Settlements 

(A) When the Compliance Department concludes that a Rule violation has occurred, and at any 
time prior to the submission of an Investigative Report to the Business Conduct Committee, the 
Compliance Department may negotiate with the Respondent and enter into a written Offer of 
Settlement with the Respondent. The Respondent may agree, without admitting or denying a 
Rule violation, to an Offer of Settlement which may provide for a cease and desist order, a 
censure, an order directing restitution to any injured person, a fme of not more than $10,000 for 
each Rule violation alleged, or any combination of such penalties. Any such settlement is subject 
to the approval of the Business Conduct Committee. 

(B) Concurrent with the review and consideration of an Investigative Report, a Panel of the 
Business Conduct Committee may also approve Offers of Settlement which have been submitted 
by the Respondent and recommended by the Compliance Department ("Joint Offers of 
Settlement") or have been unilaterally submitted by the Respondent ("Unilateral Offers of 
Settlement"). However, prior to the Respondent's submission of a Unilateral Offer of Settlement, 
the Respondent shall be required to file a written copy ofthe Unilateral Offer of Settlement with 
the Compliance Department. Thereafter, the Compliance Department may submit a written 
response to a Panel of the Business Conduct Committee. The Business Conduct Committee 
Panel has the sole discretion to determine whether it will hear oral arguments. The Business 
Conduct Committee Panel may either accept or reject both Joint and Unilateral Offers of 
Settlement. All Offers of Settlement approved by a Panel of the Business Conduct Committee 
under this section shall be accompanied by a written Complaint. 

(C) Subsequent to a Panel of the Business Conduct Committee's consideration of an Investigative 
Report and directive that a written Complaint issue alleging such rule violations as the 
Committee determined a reasonable basis to believe existed (the "Complaint"), but prior to 
service of the Complaint on the Chairman of the Adjudication Committee or his designee, the 
Compliance Department may present a Joint Offer of Settlement to a Panel of the Business 
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Conduct Committee. Alternatively, the Respondent may present a Unilateral Offer of Settlement 
to a Panel of the Business Conduct Committee. However, prior to the Respondent's submission 
of a Unilateral Offer of Settlement, the Respondent shall be required to file a written copy of the 
Unilateral Offer of Settlement with the Compliance Department. Thereafter, the Compliance 
Department may submit a written response to a Panel of the Business Conduct Committee. The 
Business Conduct Committee Panel has the sole discretion to determine whether it will hear oral 
arguments. The Business Conduct Committee Panel may either accept or reject both Joint and 
Unilateral Offers of Settlement. All Offers of Settlement approved by a Panel the Business 
Conduct Committee under this section shall be accompanied by a written Complaint, which sets 
forth the rules alleged to have been violated as determined by the Business Conduct Committee 
in its initial determination and directive to issue the Complaint. 

(D) Any Offer of Settlement agreed to under Sub-Sections (B) or (C) of this Rule may provide 
for a cease and desist order, a censure, an order directing restitution to any injured person, a fine 
of not more than $1,000,000, an expulsion or suspension from all or some rights and 
privileges of membership. the ability to hold a permit, electronic trading privileges, 
employment on the Exchange Floor, or employment for the purposes of entering orders on 
any NYMEX electronic trading platform or any combination of such penalties for each 
Rule violation alleged. a& aggregate fiae ameu&t &et te seeed SlSO,OOO, a fiRe &et te 
e:~:eeed SlS,OOO fer eaeh Rule vielatieu alleged, a& expulsieB &F suspe&si&B from all &F some 
rights aad privileges ef membeFShip, the ability te held a peFIBit, Eleeti'6Bie Tradi&g 
Privileges, empleyme&t OR the Exehaage Fleer; &F employmeut fer the purpose of e&teriBg 
orders OB a&y NYMEX eleetH&ie tF&di&g platfoAB for a period uot to exeeed three (3) 
mo&tks fer eaeh Rule violatio& alleged, &F a&y eombiBation of sueh pe&tdties. Reasons for 
any deviation from the guideline minimum or maximum shall be included in the record of the 
proceedings or in the written decision where applicable. 

(E) Any settlement agreement approved by, or entered into with a Panel of the Business Conduct 
Committee is subject to the approval of the Exchange's Board of Directors. 
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