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Office of the Secretariat 
Commodity Futures Trading Commission 
Three Lafayette Centre 
1155 21st Street, N.W. 
Washington, D.C. 20581 

C.F.T.C. 
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RE: Rule 820. ("Performance Bonds") 
CMEICBOT/NYMEX Submission No. 09-262 

Dear Mr. Stawick: 

Chicago Mercantile Exchange Inc. ("CME"), Chicago Board of Trade, Inc. ("CBOT") and New 
York Mercantile Exchange, Inc .. ("NYMEX") (collectively, "the Exchanges") hereby notify the 
Commodity Futures Trading Commission ("Commission") of amendments to NYMEX Rule 820. 
("Performance Bonds") in connection with the CME/CBOT/NYMEX Rulebook harmonization. 
Additionally, changes have been made to CME/CBOT/NYMEX Rule 820. that identifies "London 
Good Delivery" gold, as defined by the London Bullion Market Association, as acceptable 
collateral. 

The rule changes are attached with additions underscored and deletions lined-out. The rule 
amendments will be made effective on November 4, 2009. The Exchanges certify that these 
changes comply with the Commodity Exchange Act and regulations thereunder. 

If you have any questions regarding the above, please contact Tim Doar, Managing Director, 
Clearing House at 312.930.3162 or me at 312.648.4522. Please reference CME/CBOT/NYMEX 
Submission No. 09-262 in any related correspondence. 

Sincerely, 

Is/ Stephen M. Szarmack 
Director and Associate General Counsel 
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NYMEX Rule 820 

820. PERFORMANCE BONDS 

It shall be incumbent upon each Clearing Member that its trades and trades of its customers be margined up to the 
time of the acceptance of such trades by the Clearing House. 

(A) Original Mafgffi 

Original Margin shall be paid on ElmhaRgo commodity transactions in such form as determined by the Clearing 
House. Original margins may be changed at the discretion of the Clearing House. 

fB) Variation Margins 

The-Pfe&ident of the Clearing House, at any time during the day, may f1e variations 
ifHI:te--J:Rarket. Such margins sf1al~d to the Exchange within the time limits prescribed by the President of the 
Clearing House. 

(C) Straddle Margffi& 

\-1) futures Straddles 

A Clearing Member carrjing an account which has both a long and a short futblres position '"lith the Clearing Hoblse in 
a particular commodity, in the same or different contracts but in no event for the same delivery month of the same 
wR-tract, may treat sblch long-aflEl-sf1.o.rt--positions to the extent they-are equal in quantity as a fytures straddle. Each 
trade comprising a straddle shall be subject to separate brokerage and clearing charges. Initial margins deposited 
sJ:\all be the higher required for either trade or trades and when so deposited shall be sufficient for both trades but 
each trade shall be brought to the settliftg price, da~A€--trade of a straddle transaction is closed oblt all the 
remaining trade or trades that comprise the straddle must have the required original margin deposited ·.vith the 
Clearing House. 

(2) Options Straddles 

A--Glearing Member-safF)'ing an account which has both (1) a shGF~~H;}ption; (2) a short fJt1t 
option and a long put option; (3) a long put optio~l option; or (4) a short put option and a short call 
ef)tion, in a particular comdity, but in no event for the same series, may treat such positions to the extent they are 
~in quantity as an optien&-Str-addle. EacMrade-comprising a straddle-sl=lall--9e-stlbject to separate brokerage--afl€f 
GleafiR~harge&.----!Ritial-f:n.af§ins deposited shall be the higher re~es and when so 
deposited shall be sufficient for both trades but each trade shall be brought to the settling price, daily. VVhen one 
trade of a straddle transaction is closed ouf-a.!l the remaining trade or trades that comprise the straddle must have the 
fOEt~ifla~ margin deposited-with-the-GleariAg--l=!Bt~&&. 

(D) Clearing Members may meet original margin calls by depositing: 

(1) Cash (U.S. Curref1BY1T 

t2-~curities issued by-IRe-Department of Trea&uf]'-G4he---Uni-~tates--o-f--Afnrica maturing-within-ten (10) years 
from the da~sit and guaranteed as to principal and interest--by-tflo United States Government; such 
securities shall be valued at ninety five percent (95%) of the par value; or 

(3) Subject to a' maximum-ltmit of 50% of the Clearing Member's total original margin obligations, Irrevocable Letters 
of Credit payable to the ordef-of the Cleaf~§-S-Uch Letters of Credit that are-€l~d with the 
Clearing Member in accordance with Exchange procedmes by a customer, in form acceptable to the Clearing House, 
issbled by or confifflled by an original margin depositOF]'--Gfld having an-expiration date of not less than three (3) or 
mere-than-twenty-rour (24) mBnt-Rs from the--date-0f-..isOi-!3rovided,---hBwevel';----tf\af-stJch Letter of Credit may not 
~Figinal margift--Be~ions dyrin§-the-fi.fteen calen~rier to the ~on date tl:!ereo4i-f-the 
fifteenth day prior to the O)(piration of the Letter of Credit is not a business day, the period during which such Letter of 
Credit may not be used-te-meet--o-rigffial-margin obligations-sfl.a!l begin on the bblsiness day immediately preceding 
tRat day): and, pro-vide€l-furt~e business day precodi~fifte.enth-sa!endar day prior to thQ-01(-j3iratien 
of tho Letter-of Credit, the Clearing House shall issue a call for original margin to be deposited in a form and manner 
aGBejO>table to the CleaFing-Hoose-fof-positiens held open as of the close of business on thaklay and margined by the 
ketter of Credit. TAo- C !oaring HBtt&e--shall-fla.ve--the u nqu alified-right-to--GaiJ--o.n.--aHy--l--etteHlf-Gfedit-at--any-t-if:Fte.-j3fier-te 
ffi$irat4en. Up en expi rafien--o-f--a--!-etter-ekFeffit-~beeJ::!..itested-wit-R-the Exchange-for-t~le-+'fla*fm-urn---tweR-t-y-four 
(24) months, a new letter of credit must be posted as no amendments will be accepted to extend the maturity date, or 
(4t-S-RafO&-ift--a--fneRey-m-3fket-mlit!:131---fu.Rd--that-comp!ies-witf!-.G.N:C--Regtflat~~proved--by
the-Ciearifl.g-HGuse-slibj.ect-to-tRB-fellowifl%-cOflffitioo&;-

fit--fof-purposes of original margin, such shares 'Nill be valued at 98% of marl\et value; (fi) a Clearing Member's 
pa-rtiBil*illo-n-in-an-y-approoOO-funtl....s.h-ali--OO--Iimite€l--te-flD-If!BfO--tfl.an--E~,-e-F-tflat--fund; and (iii) no more th-an--+0-'V<>-Bf.-the 
tetal---assets---sf---an-apf'JffiVOO-meJ-le'J-mark-et--rn-uttffil--fufld-may-be--t~seEl-to--meet--ofi!¥naHr!argfn--OO!i§atie-ns--at-the 
Exffiange,. 



(E) Tho Clearing House shall have the right, at all times, to prohibit or other.vise limit the use as original margin by 
aRY--Giear-ifl§-Mem9ef--ef-lffitef&-BF-GfeE!it-oF-ef-securities under this-Rtfl&.-

~) The Clearing House shall retain the original margin depositeE!-wiiD--fespOBf-te any futures contract against-wl:lfGh-a 
E:telivery no-tice has been issued :.1ffiil the business day after the deliver/ date-or such date as designate~ 
~Heustr.-

tGf-Gtl&romeF-A-cceuffi&-wi-tA-the--§->EffiaR§e 

f-~e~d--in-sub-sOB~}---eelow. all custornef-fund~i-ted--wi-th--the-~1--00--Ae!G---iR 
aocordance with the Commodity Exchange /\ct and Commission Regulation 1.20 in an account identified as 
Customer Segregated. Customer funds shall be segregated by the Exchange and treated as belonging to the 
Gt!Stemers of tl:le--cieariflg member. Purst~a-nt--te-t-l=Hs--Ru-le,-c · · ·oo 
Merchants shall not be required to obtain a segregated acknowledgment letter from tho EJ<chango. 

(2) Customer funds deposited 'Nith the Exchange for cleared transactions in over the counter pari mutuel auctions 
~e~--ffi-either a member account or a customef-fl9fl--fe§tUiated accouRh---Neitflef--a€60uffi-.sAall be treated 
as a customer segregated accotlflt. 

fM)-E-very obligation of a Clearing Member to the Clearing House, whether arising from its member account or 
customer segregated account or otherwise shall also be deemed to be an obligation of such Clearing Member to 
C-ME---ifl-fts-Gaj:3asify as agent for the Clearing House and the Exchange. 

Performance bond requirements will be as determined by Clearing House staff from time to time. 

Subject to the terms and conditions as approved by Clearing House staff, the Clearing House will accept as 
performance bond. cash, equity securities. shares of mutual funds. United States Treasurv and agency Securities. 
Letters of Credit. units in CME's Interest Earning Facility Program. shares in CME's Interest Earning Facility 2 
Program. permitted investments allowable under CFTC Regulation 1.25, ''readily marketable securities" as defined by 
Securities and E~change Commission Rules, as applicable. and "London Good Delivery" gold, as defined by the 
London Bullion Market Association (as used in this Rule 820, such assets and any proceeds thereof are collectively 
referred to as "Assets''), all of which must be and remain unencumbered. The Clearing House may include other 
forms of collateral within the definition of "Assets" upon the approval of the Clearing House Risk Committee and 
notice to clearing members. 

All performance bond collateral. as herein described. shall be placed to the credit of the member paying the same for 
its customers' trades or its own (so-called "house") trades as designated by the clearing member. The Clearing 
House shall value performance bond collateral as it deems appropriate. The clearing member shall transfer the 
performance bond collateral to the Clearing House or to an approved depository for safekeeping in a Clearing House 
account and the Clearing House shall retain control over such performance bond collateral. Neither the Exchange 
nor the Clearing House shall have any obligation or responsibility to preserve. protect, collect or realize upon and 
under no circumstances shall the Exchange or Clearing House be liable for. any loss or diminution in value or 
depreciation in the performance bond collateral maintained pursuant to this rule. A clearing member who maintains 
performance bond collateral for its benefit pursuant to this rule shall hold the Exchange and Clearing House harmless 
from all liability, losses and damages which may result from or arise with respect to the care and sale of such 
performance bond collateral. All initial and additional performance bonds shall be retained by the Clearing House in 
whole or in part. as Clearing House staff may deem necessary, until the trades for which such performance bond 
collateral has been deposited. have been offset. cash settled. delivered or otherwise closed out as determined by 
Clearing House staff. 

Each clearing member shall reimburse the Clearing House for all fees. expenses. charges and costs assessed by a 
depositorv against the Clearing House with respect to all performance bond collateral maintained in its account. and 
shall make deposits as may be required by the Clearing House by reason of any depreciation in the market value of 
such performance bond collateral. If a clearing member defaults to the Clearing House with respect to performance 
bonds. the performance bond collateral maintained in its account pursuant to this rule shall be taken over by the 
Clearing House and sold without notice and the proceeds of the performance bond collateral deposited for customers' 
trades shall be applied against the performance bond requirements for the clearing members' customers' accounts. 
and the proceeds of performance bond collateral deposited for the house trades shall be applied against the 
requirements for the clearing member's own (so-called "house") account 



CME and CBOT Rule 820 

Rule 820. PERFORMANCE BONDS 

Performance bond requirements will be as determined by Exchange staff from time to time. 

Subject to the terms and conditions as approved by Exchange staff, the Clearing House will 
accept as performance bond, cash, equity securities, shares of mutual funds, United States 
Treasury and agency Securities, Letters of Credit, units in CME's Interest Earning Facility 
Program, shares in CME's Interest Earning Facility 2 Program, permitted investments 
allowable under CFTC Regulation 1.25, aRE!-" readily marketable securities" as defined by 
Securities and Exchange Commission Rules, as applicable, and "London Good Delivery" 
gold, as defined by the London Bullion Market Association (as used in this Rule 820, such 
assets and any proceeds thereof are collectively referred to as "Assets"), all of which must be 
and remain unencumbered. The Clearing House may include other forms of collateral within 
the definition of "Assets" upon the approval of the Clearing House Risk Committee and notice 
to clearing members. 

All performance bond collateral, as herein described, shall be placed to the credit of the 
member paying the same for its customers' trades or its own (so-called "house") trades as 
designated by the clearing member. The Clearing House shall value performance bond 
collateral as it deems appropriate. The clearing member shall transfer the performance bond 
collateral to the Exchange or to an approved depository for safekeeping in an Exchange 
account and the Exchange shall retain control over such performance bond collateral. Neither 
the Exchange nor the Clearing House shall have any obligation or responsibility to preserve, 
protect, collect or realize upon, and under no circumstances shall the Exchange or Clearing 
House be liable for, any loss or diminution in value or depreciation in the performance bond 
collateral maintained pursuant to this rule. A clearing member who maintains performance 
bond collateral for its benefit pursuant to this rule shall hold the Exchange and Clearing House 
harmless from all liability, losses and damages which may result from or arise with respect to 
the care and sale of such performance bond collateral. All initial and additional performance 
bonds shall be retained by the Clearing House in whole or in part, as Exchange staff may 
deem necessary, until the trades for which such performance bond collateral has been 
deposited, have been offset, cash settled, delivered or otherwise closed out as determined by 
Exchange staff. 

Each clearing member shall reimburse the Clearing House for all fees, expenses, charges and 
costs assessed by a depository against the Exchange with respect to all performance bond 
collateral maintained in its account, and shall make deposits as may be required by the 
Clearing House by reason of any depreciation in the market value of such performance bond 
collateral. If a clearing member defaults to the Clearing House with respect to performance 
bonds, the performance bond collateral maintained in its account pursuant to this rule shall be 
taken over by the Clearing House and sold without notice and the proceeds of the performance 
bond collateral deposited for customers' trades shall be applied against the performance bond 
requirements for the clearing members' customers' accounts, and the proceeds of 
performance bond collateral deposited for the house trades shall be applied against the 
requirements for the clearing member's own (so-called "house") account. 


