
Via Electronic Mail 

Ms. Melissa Jurgens 
Secretary of the Commission 
Commodity Futures Trading Commission 
Three Lafayette Centre 
1155 2151 Street NW 
Washington, DC 20581 

December 30, 2013 
MGEX Submission No. 13-27 

RE: Rule Certification Submission Pursuant to Regulation 40.6(a); Updates to 
MGEX Rulebook 

Dear Ms. Jurgens: 

Pursuant to Commodity Exchange Act ("CEAct") Section 5c and Commodity Futures 
Trading Commission ("CFTC" or ''Commission") Regulation 40.6(a}, the Minneapolis 
Grain Exchange, Inc. (''MGEX'' or "Exchange") hereby certifies that amendments of the 
attached Definition, Regulations, and Resolution of the MGEX Rules and Regulations 
comply with the CEAct and the Commission regulations promulgated thereunder. 
MGEX further certifies that the submission and pending changes to the MGEX Rules 
and Regulations have been posted on the Exchange website at the following link: 
http://www.mqex.com/requlation.html. 

I. Amendments to Incorporate Defined Term and to Chapter 21 

The Commission established enhanced liquidity standards in Regulation 39.33, 
including the requirement that each systematically important derivatives clearing 
organization and subpart C derivatives clearing organization "maintain eligible liquidity 
resources that, at a minimum, will enable it to meet its intraday, same-day, and multiday 
obligations to perform settlements" with a "high degree of confidence under a wide 
range of stress scenarios." In order to comply with CFTC Regulations and ensure that it 
is able to maintain sufficient qualifying liquidity resources, MGEX made "Liquidity Event" 
a defined term; amended Regulation 2104.00. to allow MGEX to require that all security 
deposits be pledged as cash; and added Regulations 2105.06., 2105.07., and 2105.08. 
Regulation 2105.06. gives MGEX the right to substitute cash deposited by Clearing 
Members for U.S. Treasuries deposited by a Clearing Member causing a Liquidity 
Event; satisfy a settlement variation obligation with U.S. Treasuries in certain 
circumstances; and satisfy a payment owed to the winner of an auction, sale, or transfer 
of defaulted positions by transferring Federal Reserve discount window eligible 
securities in lieu of cash. Regulation 2105.07. requires each Clearing Member that is a 
primary dealer or has a primary dealer affiliate to enter into (or arrange for such affiliate 
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to enter into) a master repurchase agreement with MGEX. Lastly, Regulation 2105.08. 
requires each Clearing Member to inform the Clearing House whether it, or one of its 
affiliates, has access to the Federal Reserve discount wihdow and to notify the Clearing 
House if such access is suspended, revoked, removed, terminated, or otherwise limited. 

II. Amendment to Resolution 21 0.01 .F. 

In order to delegate certain risk management powers and to comply with Commission 
Regulation 39.32(b) by assigning responsibility for implementing default rules and 
procedures, system safeguard rules and procedures, and recovery and wind-down 
plans, MGEX amended Resolution 21 0.01.F. to delegate such responsibilities to the 
MGEX Risk Team. 

The Exchange has reviewed the core principles for derivatives clearing organizations 
("DCO Core Principles") and has determined that the attached amendments comply 
with and may impact the following DCO Core Principles: 

• Core Principle 8 - Financial Resources: The Amendments are designed to 
comply with Commission Regulation 39.33, which requires subpart C derivatives 
clearing organizations to maintain sufficient liquidity to meet its intraday, s~me
day, and multiday obligations to perform settlements with a high degree of 
confidence under a wide range of stress scenarios, including a default of the 
Cl.earing Member creating the largest aggregate liquidity obligation in extreme 
but plausible market conditions. The proposed amendments enhance MGEX's 
existing risk management framework by providing additional highly reliable 
prearranged funding arrangements in the event that the Exchange's liquidity 
resources are insufficient. 

• Core Principle G - Default Procedures: In addition to providing additional 
liquidity, the proposed amendments address liquidity shortfalls as required by 
CFTC Regulation 39.35. 

• Core Principle 0 - Risk Management: The proposed amendment to Resolution 
21 0.01.F. delegates certain risk management functions to the MGEX Risk Team. 
This amendment complies with DCO Core Principle D by addressing the 
monitoring and management of risks as required by CFTC Regulation 39.13(b). 

Pursuant to the authority set forth in MGEX Rule 21 0.01., the MGEX Board of Directors 
unanimously approved the attached amendments to the MGEX Rulebook. There were 
no substantive opposing views expressed by the Board of Directors, nor is the 
Exchange aware of any substantive opposing views with respect to this fil ing. 

The attached amendments are to be effective immediately after the 1 o'h business day 
following the date of this submission. If there are any questions regarding this 
submission, please contact me at (612) 321 -7143. Thank you for your attention to this 
matter. 



Sincerely, 

Lindsay R. Hopkins 
Associate Corporate Counsel 

Enclosures 
cc: Thomas J . Bloom 



EXHIBIT A 

The f.ollowing MGEX Definition, Regulations, and Resolution are to be amended. 
Additions are g~t~ while deletions are ma~ed through. 

LIQUIDITY EVENT: A Liquiditv Event shall mean aQ. event that cayses the Clearinq 
.!:louse to require financial liquidity: (1) to satisfy payment obligations of an insolveQ!, 
defaulted, or suspellded Clearing Member; (2) to satisfy: payment obligations associated 
with the transfer of account(s) of an insolvent, defaulted, or susQendecl Clearing 
Member; and (3) as a result of a Qavment or wire transfer dela\!, liquidity constrain.L...Ql 
clefault by a depositary or settlement banlc The decision to declare a Liquidity Event 
sha!J..Q§ in the sole discretion of 1he Clearing House. 

21 04.00. SECURITY DEPOSIT. 

Each Clearing Member shall deposit with the Clearing House as security for its 
obligations thereto such amount as determined by the Exchange. The form of such 
deposit shall~so be determined by the Exchange but shall incltl4e cash or Unitea 
States Treasury securities. _The Exchange may change the amount and form of such 
deposit as necessary. Deposits may be withdrawn on written request when a Clearing 
Member ceases to be a Clearing Member and the Exchange has determined that all 
contracts and obligations with the Exchange have been settled. 

2'105.06. LIQUIDITY EVENT. 

In order to satisfy CFTC Requlations and Qrudential liquidity standards, the Exchan~l.@ 
has established this Regulation. 

Jn the event t11e Clearinq House requires liquidity to enable ~ to promptly meet all of its 
Qay_!}lent obligations to Clearing Members for same day settlemel11, the Clearing House 
will first attem..Qt to obtain liquidily_ through the ass~t sale of pledqecl collateral, followed 
)2y_the agplication of any uncommitted fundinq arrangements, anq then through the use 
of Its comrnitted lln~s of credit. In the event the Clearing_t!ouse is unable to obtain 
sufficient funds and liquidity to promptly meet same day settlement and payment through 
such means. the Clearing House may declare the occurrence of a Liquidity Event. In 
such an event, the Clearing House has the authority in its sole discretion to tal<e the 
followinq actions. in the order listed, to secL1re same day liquidity: 

A. Substi!ytion ot_Gucnant~ Fund Cash. The Clearing House may_ 
substitl,IIFJ jhe_g_ash d.@po.M_~cl by one or more Clearinq Members in a 
guaranty fund with U.S. Treasuries deposited as ootorman.ce bond by 
!he Clearing Member(_9} that is(are) the initiating cause of tile Li~uiditY. 
Event. The amount ot cash substituted shall be equivalent to U.S. 
Treasuries at a haircutted market value (determined by the Clearing 
Jiouse .as of the Qrior day's close of business utilizing a recognized third 
party source). Any, U.S. Treasuries transferred QUrsuanl to this 
Requlation shall be agplied as a gy_aJ:.§lntv_f.b[ld degosit on behalf of any 
such Clearinq Member whose cash was substituted ancf will be allocated 
P.rQ rata a~1ong any Qlearlnq Members with cash degosits who are not 



the initiatiiJg cause of the_ Liquidity Event. For any substitution of U.S. 
Treasuries tor cash in a guaranty fund, the ClearincLHouse will replace 
the cash within 29 busine~s days of th.e date of tl1e substitution. 

B. Substitution of Per1ormance Bond Cash: The Clearing House mal£. 
substitute the cash deposited by one or more Clearing Members as 
performance bond will1 U.S. Treasuries held as collateral by tl1e Clearing 
House. The amount of cash substituted shall be equivalent to the U.S. 
Treasuries at a haircutted market value (determined by the Clearinq 
House as of th§J~rior da)(s close of business u_tilizio.g a re~ognized third 
party source}. Any U.S. Treasuries transferred pursuant to this 
RegylaUoiJ shall be awlied as a Qerformaoce bond def2osit on behalf of 
any such Clearing Member whose cash was substituted and will be 
allocated pro rata among any Clearing Members witl1 cash deposits. For 
®Y substitution of U.S. Treasuries for cash as performance bond, tile 
Clearing House will replace tile cash within 29 business days of the elate 
of the substitution . 

.Q!. J:avment. in Kind foJ· Se'ltlemet}t_.Y_ar@llQD QbUnation~.:. Th~arin..a 
House may satisfy setllement variation obligations to any Clearing 
Member that is a primar\{ dealer or has a primarY- dealer affiliate with !,J.S. 
Treasuries held as collateral by the Clearing House at a haircutted marl<et 
value (determined by the Clearing_jiouse as of the prior day's close of 
business utilizing a recognized third party source). To the extent that the 
Clearing House pays its settlement variation obligations in U.S. 
Treasuries, if the receiving Clearing Member notifies the Clearing House 
the same day of the settlement that it will return the securities to the 
Clearing House on the next business day, then the Clearing House will 
pay cash equal to the original value of the Clearing House's settlement 
variation obliqation on the next business day. 

D. _E~ment in l<ind for POI'tfolio 1\uciion, S~.,_gr Tran.§.f~ In lieu of 
satisfrin.._cu._payrnent owed fro111 any auction, sale, or transfer_ of an. 
insolvent. defaJdlted, or sy.§gended Clearing Member's or customer's 
Q.QI.tfolio in cash to ®_auction winner, purc.haser, or transferee, the. 
Clearing House rnay satisfy such payment owed by transferring Federal 
Reserve discount window eligible securities with a l1airculted marl<et 
value (determined by the Clearing House as of the prior day's close of 
business utilizi11g a recognized third party source) equal to the amount o~ 
such obliQg:tion. 

2·1 05.07. Rt::PUB.QHA~E AGREEIVIENT. 

Each Clearing Member t1·1at is a primary dealer or has a primary dealer affiliate shall 
enter into (or arranm~ for such affiliate to enter into) a master repurchase agreement with. 
MGEX on terms substantiallY' similar to those set forth by the Clearing House. 

2105.Q8. FEDEFtAL P.ESERVE /.\CCESS. 

Each Cle12-rinq ..M..wber will inf01m the Clearinq House whether it, or one of its Affiliated 
Entities, has access to the Federal Reserve discount window and will notify the Clear1nq 



House if such access has been suspended, revol~ed, rem.oved, terminated, or otherwise 
. limited in any way as soon as practicable. 

RESOLUTION 210.01.F. 

Pursuant to the provisions of Rule 210.01. F., the Board of Directors has adopted this 
Resolution. 

Limited authority of the Board of Directors to amend MGEX Regulations, Resolutions, 
and Interpretations and to take emergency action is hereby delegated to Exchange 
officers. Such authority includes, suspending or curtailing trading, amending Hours of 
Trading, imposing margin requirements, declaration of holidays, amending reportable 
position limits, price limits and intraday marl<e1 restrictions, managing settlement 
procedures, open or closing periods, fees, forms, notices, deadlines, dress and decorum 
policies, minimum financial requirements, notification and reporting requirements, 
striking prices, cash market reporting, recordkeeping requirements, honorary 
memberships, default procedures, give-up procedures, transferring customer contracts 
and margins, definition of emergencies, declarations of Force Majeure and action taken 
as a result of such declarations. The Exchange shall also have the authority to take 
such market action as may be directed by the CFTC. The President and Chairperson of 
the Board of Directors may determine whether a Regulation, Resolution or Interpretation 
can be amended by Exchange officers. Such amendments shall be forwarded promptly 
to the Board of Directors. 

Further, limited authority of the Board of Directors is hereby delegated to Exchange 
officers to exercise certain other powers including amending transfer procedures, 
approving membership requests, transfers, applications and cancellations, approving 
applications and renewals for Regularity, approving applications for Cash Trading 
Privileges and/or clearing privileges, establ ishing minimum filing and financial 
requirements, approving standing committee appointments, granting admission to the 
Exchange Room1 and amending the matching algorithm for the electronic trading 
system. Such approvals and changes shall be forwarded promptly to the Board of 
Directors. 

Limited authority_ of tile Board of Directors is h(:lreby delegated to MGEX ris l~ 
management g_ersonnel, which shall include such employees and/or officers as the 
Exchanqe, in its discretion, shall determine (collectively, the ''MGEX Risk Team''), tQ 
independently exercise certain risk managell]ent powers and to be responsible and 
accountable for mal<ing risl< decisions, including in crises and emergencies. The Board 
of Directors further assiqns the MGE)( Risk Team the t'esQonsibjlitv for implementing the 
,0) defailll rules and Qrocedures required bY. CFTC Requlations 39, ·16 an_Q. 39.35..._@), 
svstem safegyard rules and .QLocedures requ ired bV CFTC Reaulations 39.18 and 39.34. 
and (iii) recovery and wind-down plans re...Quirecl b'l CFTC Regulation 39.39. 


