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100 F Street, N.E.

Washington, D.C. 20549

RE: In Re: Automated Matching Systems
Exchange, LLC, File No. 10-214.

Gentlemen,

We are in receipt of your January 16, 2015 correspondence. Per your request, we are
incorporating our changes to a final amendment and provide such through the public comment
submission process on www.sec.gov and under Other Commission Orders, Notices, and
Information. In light of the pending proceedings before the United States Court of Appeals for
the Eighth Federal Circuit, Automated Matching Systems Exchange, LLC v. U.S. Securities and
Exchange Commission and Stephen Luparello, Case No. 14-3698, and uncertainty whether all
issues have been or are now resolved to the satisfaction of staff, we are further filing copies of
the most recent communication for preservation of the record on appeal.

With respect to the concerns raised in the January 16, 2015 correspondence, please find
our responses below:

The draft second amendment would not alter the staff's core concern that AMSE does not
appear to be an exchange, but rather that each Exchange Member would operate as a
separate and distinct exchange. As described, the staff understands the operation of AMSE
as follows. Each Exchange Member would be required to establish erder priority and
execution rules for its separate and distinct order book consistent with new AMSE Rules
10.8 and 10.9. Participants may enter orders into the order book of an Exchange Member.
After an order is entered into an Exchange Member's order book, the Exchange Member
would be required to report such order to AMSE for display in AMSE's consolidated quote
system. Once entered on an Exchange Member's order book, such orders could be executed
either on the Exchange Member's order book or routed by AMSE to another Member's
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order book for execution, if the participant chooses so. In either case, executions only take
place on an Exchange Member's electronic order book or automated matching system. If
an execution occurs, the Exchange Member would be required to report the transaction to
AMSE.

As described, it appears that only Exchange Members are bringing together the orders of
multiple buyers and sellers as such orders are only interacting on the order books or
systems of the Exchange Members, not on any AMSE system. In addition, as described, it
appears that only Exchange Member order books are using established, non-discretionary
methods under which orders interact with each other. Although AMSE would operate a
consolidated quotation system and an order router, those systems would not be bringing
together the orders of multiple buyers and sellers, since, as described, the orders would not
interact on those systems. In addition, although new AMSE Rules 10.8 and 10.9 would
require Exchange Members to have certain order priority and execution rules for their
separate and distinct order books, as described, it appears that it is the Exchange Member
that in fact uses those established, non-discretionary methods under which orders on their
order books would interact with each other. It does not appear that any AMSE system uses
established, non-discretionary methods under which orders would interact with each other.

RESPONSE: We have formerly raised our concern of the confusion apparent between the
operation of a trade matching engine or market and the market place in which such matching
engines are operated or markets are made. It is the operation of the market place or the bringing
together purchasers and sellers of securities (ie. where supply and demand originate from a
variety of sources and not simply from individual brokers and dealers) coupled with the
implementation of established, non-discretionary methods which constitute that which the
Commission has interpreted to be an “exchange.”

For example, the Commission understands that “[e]ach Exchange Member would be
required to establish order priority and execution rules for its separate and distinct order book
consistent with new AMSE Rules 10.8 and 10.9.” The Commission thereafter states that “as
described, it appears that only Exchange Member order books are using established, non-
discretionary methods under which orders interact with each other.” These are misstatements of
fact as each Exchange Member would be required to comply with AMSE’s Rules of Operation,
including AMSE’s rules governing the priority of orders, display of quotations, and order
execution, such as those specified in Rules 10.8-10.9, and such members would themselves not
have any authority to promulgate rules. Moreover, the “system” of the exchange is the product
of all of the facilities utilized to bring together the orders for purchasers and sellers of securities,
including those systems implemented by Exchange Members to effect transactions on the
exchange.

In our discussions, we have used the analogy of a traditional, floor-based exchange and
prior to the adoption of exchange-operated order matching engines. Individual members of the
exchange would physically enter into the venue where the trades would be conducted. The
“exchange” would operate that venue as well as set rules governing member conduct and
discipline. Subject to those rules, the individual traders would bring their customers’ orders to
this venue and could either match transactions on their own limit order book or interact with
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other traders on the floor to match those orders. In AMSE’s system, it has created a virtual
venue where these electronic trading systems could bring their participants’ orders for the
purchase and sale of securities and such could be matched either by (i) crossing the orders on the
electronic order book of a single member or (ii) the use of AMSE’s order routing system to
match the trading interest with those of a second member’s electronic order book. Similar to the
floor-based venue, AMSE’s rules would govern member conduct and discipline. The interaction
of orders, per AMSE Rule 12.4, must be conducted on the exchange.

With respect to staff’s concern about whether each member would have to separately
register as an exchange, such would not be required as each member could only match trading
interest on their own electronic order book, thereby conforming with Exchange Act Rule 3b-16,
17 C.F.R. §240.3b-16, and each Exchange Member would be prohibited from themselves
exercising any self-regulatory powers, as each would submit to AMSE’s Rules of Operation. In
contrast, it is AMSE’s exercise of self-regulatory powers, coupled with the implementation of
rules governing trading among participants (including methods dictating the terms of trading
among multiple buyers and sellers and setting procedures or priorities), which necessitates its
own registration as an exchange or an exemption from registration therefrom. However, if any
question existed of whether AMSE’s proposal met the definition of an exchange, AMSE’s
implementation of an order router, which would be operated as a facility of the exchange, alone
qualifies as AMSE would serve as the matching facility between multiple buyers and sellers of
securities. AMSE has accordingly not only created the virtual venue where orders would come
together, but has also created the facilities and rules by which its Exchange Members would
interact.

The draft second amendment no longer requires Exchange Members to be registered
broker-dealers. As you note in your letter, exempt exchanges, unlike registered national
securities exchanges, are not subject to the requirement to have members that are
registered broker-dealers. ‘

Accordingly, exempt exchanges could have institutional investors, for example, as direct
members on their markets. However, it is not the participation on the market or the rules
of the market that determine whether or not a person/entity would be required to register
pursuant to the federal securities laws, but rather it is the activity of that person/entity that
determines whether registration is required under federal securities laws. For example, if a
person engages in broker-dealer activity, such a person would be required to register as a
broker-dealer regardless of whether such person transacts only on a limited volume
exchange that does not require its members to be registered broker-dealers. The same goes
for persons/entities that engage in exchange activity or the activity for any other registered
category. To the extent that an AMSE member operates a trading system that would fall
within the definition of "exchange," such member would be required to register as a
national securities exchange or, in the alternative, register as a broker-dealer and comply
with Regulation ATS, irrespective of its membership in AMSE or AMSE's requirements.

RESPONSE: We thank you for your confirmation that staff will not raise objection to the
provision of exchange membership without the requirement to register as a broker-dealer.
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Subject to such confirmation, we note some inconsistency or confusion with staff’s
response with regard to the permitted activities of an Exchange Member. While staff has
confirmed that direct access may be available to institutional investors, it appears that staff is
now construing the limited volume exemption in such a manner that Exchange Members could
not effect transactions on AMSE for the accounts of others. If such is the case, we will
respectfully note our objection as such is not an evolution to comport with the modermn
interpretation of an exchange, but a gross departure from the purpose of the legislative mandate
and the prior eighty years of Commission interpretations. See Order Granting Exemption from
Registration of the Honolulu Stock Exchange, the Milwaukee Grain and Stock Exchange, and the
Minneapolis-St. Paul Stock Exchange, Exchange Act Release 34-416, 1935 SEC Lexis 427 at 3-
4 (Nov. 14, 1935)(defining the conditions upon which members operating on a limited volume
exchange would be required to comply with, including the manner by which exchange members
may transact business with and for their customers). Accepting such construction and applying
to prior limited volume exchanges, following the grant of the limited volume exemptions to,
among others, the Honolulu Stock Exchange, the Milwaukee Grain and Stock Exchange, and the
Minneapolis-St. Paul Stock Exchange, investors would no longer be able to submit orders
through an exchange member and instead would themselves have to either personally telephone
their orders directly to the exchange or physically appear on the trading floor. Although
advances in technology have permitted AMSE’s model to be operated in a manner whereby
AMSE’s Exchange Members would accept their participants’ orders electronically and without a
live broker representative, such is a distinction without a difference. Instead we submit that it
has been the receipt of “transaction-based compensation™ which has historically been one of the
key determinations of a broker’s or dealer’s own registration requirements under the Exchange
Act. See SEC v. Kramer, 778 F. Supp. 2d 1320, 1334-1335 (M.D. Fla. 2011)(transaction-based
compensation is the hallmark of a salesman); citing Cornhusker Energy Lexington, LLC v.
Prospect St. Ventures, Case No. 8:04CV586, 2006 U.S. Dist. LEXIS 68959, 2006 WL 2620985,
*6 (D. Neb. 2006). We can find no precedent for the Commission’s most recent contention and
note that at the time of the grant of the exemption for the Honolulu Stock Exchange, the
Milwaukee Grain and Stock Exchange, and the Minneapolis-St. Paul Stock Exchange, the
concept of a securities association had not yet even existed as it was not until the 1938 adoption
of the Maloney Act that §15A was added. Louis Loss and Joel Seligman, Securities Regulation,
Vol. 6, Ch.7(C)(1), 2797 (Aspen Publishers 3rd).

From a public policy perspective, restricting AMSE’s membership only to direct
participants would discourage competition, serve as a barrier to investor access, and remove the
valuable benefit conferred by experienced intermediaries. Exchange Membership with AMSE
will subject a member to an extensive regulatory oversight regime which would be, in all
material respects, comparable to that of a registered securities broker-dealer. The rules trigger
affirmative obligations to create and maintain books and records, adhere to trading and practice
rules, comply with training, experience, and continuing education requirements as a condition of
membership, and even subject such members to the disciplinary powers of the exchange. While
some of the larger institutional investors may have an interest and ability to obtain membership,
the vast majority of participants will not and instead would benefit from an intermediary to
process their transactions and comply with AMSE’s regulatory structure. This would be
particularly pronounced where an investor has an infrequent need to transact on AMSE and is
not personally involved in a securities related business. Exchange Members, on the other hand, .
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can devise simplified electronic interfaces designed for retail use and can assist their participants
with the technical information to help ensure proper execution.

Finally, with respect to the Commission’s comment that each Exchange Member could
constitute a separate and distinct exchange, we again note that membership has been restricted in
such a manner that would ensure each would fall within the scope of the exemption promulgated
under Exchange Act Rule 3b-16, 17 C.F.R. §240.3b-16. Exchange Members would, among
others, (i) only be permitted to “cross” or match transactions on their own order books or submit
such through AMSE’s order routing system, (ii) are prohibited from the exercise of any
regulatory powers and are instead obligated to adhere to AMSE’s Operating Agreement and
Rules of Operation, and (iii) will not have discretion on the handling and execution practices for
orders of securities.

The staff notes that, under the draft second amendment, AMSE is no longer holding itself
out as an SRO. However, the staff notes that the AMSE Articles of Organization in the
draft second amended application refers to AMSE as an SRO with SRO functions. Staff
also notes that in AMSE's rules, the term SRO is defined to include both "self-regulatory
organizations' as defined under the Securities Exchange Act of 1934 and also exempt
exchanges. Although some exempt exchanges may perform some functions that are
typically associated with SROs, those entities are not SROs and to use this terminology
unnecessarily obfuscates a key issue. For purposes of avoiding public confusion, and to the
extent that AMSE is no longer seeking to be an SRO, we ask that you remove all references
to AMSE having SRO functions or being an "SRO" or "self-regulatory organization,"
even under a constructed definition.

RESPONSE: We once again raise our concern as to the potential confusion or
miscommunication apparent from the foregoing comment. As noted, the Commission has
previously construed the limited volume exemption in such a manner that exempted exchanges
would exercise similar self-regulatory powers as their registered counterparts. This is because
the limited volume exemption is recognized by the Commission for systems that, by way of
exercising self-regulatory powers, are precluded from registration as a broker-dealer and an
alternative trading system. See Regulation of Exchanges and Alternative Trading Systems,
Exchange Act Release No. 34-40760, 1998 SEC Lexis 2794 (December 8, 1998). The exercise
of these self-regulatory powers and rules governing membership are core attributes which
mandate either registration as an exchange or an exemption therefrom. AMSE has expressly
elected not to register as a broker-dealer and comply with the provisions of Regulation ATS and
therefore is required to exercise self-regulatory powers. The scope of regulatory oversight
includes disciplinary power of Exchange Members and offers a comparable oversight structure to
registered securities exchanges and associations. It is therefore unclear how or why any
confusion would result, but even if it did in some unknown manner, we cannot foresee any

injury.

Subject to the foregoing, AMSE has no objection to amending the application in a
manner that helps emphasize that it will operate its regulatory powers pursuant to an exemption.
We welcome staff’s request for a particular term, but we have replaced self-regulatory
organization or SRO with limited volume exempt regulatory organization or LVERO.
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There also appear to be some gaps and inconsistencies in the draft amendment rules. Here
are some examples:

e The draft second amendment adds Rule 10.9(a), which generally requires an
incoming order to be "automatically" executed to the extent it is marketable against
contra interest in the Exchange Member's order book. By contrast, the draft letter
at the top of page 7 describes an Exchange Member with a system that ""holds a
daily auction and transactions are executed on best bid/ask basis and only at a
designated time per day.'" How would such a daily auction system be consistent with
the above requirement of Rule 10.9(a) that marketable incoming orders be
automatically executed?

RESPONSE: We would respectfully ask for additional information to respond to the foregoing
question. It is unclear what information is being sought or the inconsistency identified.

Subject to the foregoing, it may be helpful to emphasize the distinction between
automatic execution and immediate execution. Pursuant to proposed Rule 10.1, orders may be
conducted through the Exchange at any time. A restriction has not been implemented as to
whether each matching system must function on a continuous basis or daily auction and
therefore, an Exchange Member is afforded some discretion within the confine of the rules. The
matching system would, of course, have to be programmed uniformly and appropriate
disclosures made to each participant of the manner in which such order would be executed.
Although an Exchange Member would be permitted to program its matching system and
participant interface, once programmed and approved by AMSE for operation, the Exchange
Member would not retain any discretion on how to route or process a particular participant’s
transaction.

e The draft second amendment adds Rule 10.9(c), which states " All orders shall only
be executed in their entirety." AMSE rules, however, do not describe what happens
if an order cannot be executed in its entirety. For example, if two orders are
marketable against each other but are of different size, would one of the orders be
canceled back to the participant? Does this mean that only orders of equal size will
execute against each other?

RESPONSE: We believe that a contract for the purchase or sale of a security is much like any
other and until all material terms are met, an agreement has not been formed. For sales of
securities, this will generally constitute agreement on (i) identification of the security (ie. issuer
and class), (ii) quantity, and (iii) price. Accordingly, if two orders are simultaneously entered
into the system and order 1 is a purchase order for 75 shares of ABC, Corp at $105 and order 2 is
a sell order for 100 shares and $100, an agreement has not been met as to all material terms and
the match will not be made. The seller, in this hypothetical, could, in his or her discretion, view
the purchase interest, cancel the outstanding sell order, and accept the outstanding purchase order
for 75 shares at $105; thereby retaining the remaining 25 shares. Alternatively, the purchaser
can amend his quantity to 100 shares and benefit by the reduced price in purchasing the round
lot. In this regard, we would emphasize that the discretion to amend the order will rest solely
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with the participants.

In addition to the foregoing responses, we have evaluated the Commission’s continuing
concern regarding whether AMSE’s proposal meets the definition of an exchange as “that term is
generally understood” and have elected to concurrently file an alternative regulatory proposal
with the most recent amendment. Amendment “2A” is being submitted with minor changes to
reflect the change in reference to AMSE’s oversight and disciplinary functions from a “self-
regulatory organization” to a “limited volume exempt regulatory organization.” AMSE’s core
proposal of creating a virtual venue and market place for member driven automated matching
systems remains. Amendment “2B” has now been prepared to respond to staff’s continuing
concern of whether the proposal meets the definition of an exchange. Amendment 2B has
accordingly been prepared to internalize all matching systems and operate such as facilities of
the exchange, as such term is defined in §3(a)(2) of the Act, 15 U.S.C. §78c(a)(2). In this regard,
we ask that both proposals be considered, but that the Commission approve such regulatory
structure as it deems most appropriate. While we personally believe that allowing Exchange
Members to operate these matching systems will promote innovation while providing
transparency and appropriate regulatory oversight, we will not object to commence operations
under such alternate structure.

Respectfully,
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EXHIBIT “A”
Amendment to Form 1 Application 2A, February 16, 2015

(In Re: Automated Matching Systems Exchange, LLC, File No. 10-214)



AMSE — Exhibits to Application
As-efFebruary 7, 2015
As of February 16, 2015

AUTOMATED MATCHING SYSTEMS EXCHANGE, LLC

EXHIBITS TO APPLICATION ON FORM 1




AMSE — Exhibits to Application
As of January-SFebruary 16, 2015

Exhibit A - A copy of the constitution, articles of organization or association with all
subsequent amendments, and of existing by-laws or corresponding rules or instruments,
whatever the name, of the applicant.

RESPONSE: Please find a copy of the AMSE Articles of Organization attached to this as Exhibit
CCA_l .”



AMSE — Exhibits to Application
As-efFebruary 7, 2015
As of February 16, 2015

Exhibit B - A copy of all written rulings, settled practices having the effect of rules, and
interpretations of the Governing Board or other committee of the applicant in respect of
any provisions of the constitution, by-laws, rules, or trading practices of the applicant
which are not included in Exhibit A.

RESPONSE: Please find a copy of the Operating Agreement and AMSE Rules of Operation
attached as Exhibits “B-1" and “B-2,” respectively.




AUTOMATED MATCHING SYSTEMS EXCHANGE, LLC

(a South Dakota Limited Liability Company)

OPERATING AGREEMENT




ARTICLE I - DEFINITIONS

When used in this Operating Agreement, unless the context otherwise requires, the
defined terms in Rule 1.5 of the Rules of Exchange shall apply.

ARTICLE II - OFFICE
Section 1. Principal Business Office

The principal business office of the Company shall be located at 4305 S. Louise Avenue, Suite
101C, Sioux Falls, SD 57106, or such other location as may hereafter be determined by the
Board of Directors. The Company may have such other office or offices as the Board may from
time to time designate or as the purposes of the Company may require from time to time.

Section 2. Registered Office

The address of the registered office of the Company is 4305 S. Louise Avenue, Suite 101C,
Sioux Falls, SD 57106.

Section 3. Registered Agent

The name and address of the registered agent of the Company for service of process on the
Company is Gregory Wilson, 4305 S. Louise Avenue, Suite 101C, Sioux Falls, SD 57106.

ARTICLE II1 - BOARD OF DIRECTORS
Section 1. Powers

(a) Subject to the Company’s Certificate of Organization, the business and affairs of the
Company shall be managed by the Board of Directors, except to the extent that the authority,
powers and duties of such management shall be delegated to a committee or committees of
the Board pursuant to this Operating Agreement or the Rules. The Board shall have the
power to do any and all acts necessary, convenient or incidental to, or for the furtherance of,
the purposes described herein, including all powers, statutory or otherwise. To the fullest
extent permitted by applicable law and this Operating Agreement, the Board may delegate
any of its powers to a committee appointed pursuant to Article V or to any officer, employee
or agent of the Company.

(b) The Board shall have the power to adopt, amend or repeal the Rules in accordance with
Article X, Section 1.

(c) The Board may adopt such Rules, regulations and requirements for the conduct of the
business and management of the Company, not inconsistent with applicable law, the
Certificate of Organization or this Operating Agreement, as the Board may deem proper. A
Director shall, in the performance of such Director’s duties, be fully protected, to the fullest



extent permitted by applicable law, in relying in good faith upon the books of account or
reports made to the Company by any of its officers, by an independent certified public
accountant, by an appraiser selected with reasonable care by the Board or any committee of
the Board or by any agent of the Company, or in relying in good faith upon other records of
the Company.

(d) In connection with managing the business and affairs of the Company, the Board shall
consider applicable requirements for registration as a national securities exchange under
Section 6(b) of the Act, or operating pursuant to an exemption therefrom, including the
requirements that (a) the Rules shall be designed to protect investors and the public interest,
and (b) the Exchange shall be so organized and have the capacity to carry out the purposes of
the Act and to enforce compliance by the Exchange Members, and Person(s) associated with
Exchange Members, with the provisions of the Act, the rules and regulations under the Act
and the Rules.

| (e) In light of the unique nature of the Company, its operations, its status as a SROLVERO, the
Board, when evaluating any proposal, shall, to the fullest extent permitted by applicable law,
take into account all factors that the Board deems trelevant, including, to the extent deemed
relevant: (i) the potential impact of such proposal on the integrity, continuity and stability of
the Exchange and the other operations of the Company, and on the ability to prevent
fraudulent and manipulative acts and practices, and (ii) whether such proposal would
promote just and equitable principles of trade, foster cooperation and coordination with
Person(s) engaged in regulating, clearing, settling or processing information with respect to,
and facilitating transactions in, securities or assist in the removal of impediments to, or
perfection of, the mechanisms for a free and open market and a national market system.

Section 2. Composition of the Board

(a) Subject to Article III, the Board shall consist of four (4) Directors. Either half or a majority
of the directorships shall be Independent Directors. The Board shall initially be comprised as
follows:

(1) The Chief Executive Officer of the Company;

(i1) Two (2) Owner Directors (subject to increase or decrease pursuant to Article III,
Section 2(b) and Section 4(g));

(i11)Two (2) Independent Directors (subject to increase or decrease pursuant to Article I11,
Section 2(b)); and

(iv) Two (2) Exchange Member Directors (subject to increase or decrease pursuant to
Article 11, Section 2(b)).

Each Director shall serve until his or her term expires as provided in Article III, Section 3.

(b) The Board may, by resolution, add or remove Director positions to the Board, provided



that (i) the number of Director positions shall not be fewer than four (4) nor more than twenty-
five (25), (i1) no removal of a Director position shall have the effect of shortening the term of any
incumbent Director, and (iii) the Board at all times shall include a directorship for the Chief
Executive Officer of the Company, half or a majority of Independent Directors, at least twenty
percent (20%) Exchange Member Directors, and a number of Owner Director positions that
equals the number of Owner Directors that the Designating Owners are entitled to nominate and
that the Members of the Company have elected. If an Owner Director position needs to be added
pursuant to Article III, Section 4(g), such Owner Director position shall be nominated by the
applicable Designating Owner and elected by the Members of the Company (or any other
agreement entered into by a Member of the Company related to the election, removal and/or
replacement of a Director), and additional Director positions shall be added and filled at

the same time as the election of the new Owner Director, as required to comply with the
requirements set forth in this Article III, Section 2(b) (i.e., to comply with the requirement that
there be half or a majority of Independent Directors and at least twenty percent (20%) Exchange
Member Directors). So long as the Board includes the Chief Executive Officer of the Company,
half or a majority of Independent Directors, at least twenty. _rce. (20%) Exchange Member
Directors, and the requisite number of Owner Directors < ay remair.. » newly created Director
positions may be filled by Person(s) who do not qualify as Independent Directors, Exchange
Member Directors or Owner Directors (“At-Large Directors”).

(c) The Secretary shall collect from each nominee for Director such information as is reasonably
necessary to serve as the basis for a determination of the nominee’s classification as an
Independent Director or Exchange Member Director, and the Secretary shall certify to the
Nominating and Governance Committee or the Exchange Member Nominating Committee each
nominee’s classification, if applicable. Directors shall update the information submitted under
this subsection at least annually and upon request of the Secretary, and shall report immediately
to the Secretary any change in such information.

(d) A Director may not be subject to a Statutory Disqualification. A Director need not be a
Member of the Compa. A Director will no longer qualify to be Director upon a determination
by the Board (i) that the Director no longer satisfies the classification for which the Director was
elected, (ii) that the Director’s continued service as such would violate the compositional
requirements of the Board set forth in Article III, Section 2(b); or (iii) the Director is subject to
Statutory Disqualification.

Section 3. Terms of Office; Classes

(a) The Chief Executive Officer will no longer qualify to be a Director when such individual
ceases to be Chief Executive Officer of the Company, and, upon the happening of such event,
that individual shall cease being a Director.

(b) The Board of Directors shall be divided into four (4) classes, designated Class I, Class I,
Class III, and Class IV, which shall be as nearly equal in number and classification as the total
number of such Directors then serving on the Board permits. Directors shall serve staggered
four-year terms, with the term of office of one (1) class expiring each year. A Director may serve
for any number of terms, consecutive or otherwise. In order to commence such staggered four-



year terms, Directors in Class I shall hold office until the first annual election of the Board
following adoption of this Operating Agreement, Directors in Class II shall initially hold office
until the second annual election of the Board following adoption of this Operating Agreement,
Directors in Class III shall initially hold office until the third annual election of the Board
following adoption of this Operating Agreement, and Directors in Class I'V shall initially hold
office until the fourth annual election of the Board following adoption of this Operating
Agreement. Commencing with the first annual election of the Board following adoption of this
Operating Agreement, the term of office for each class of Directors elected at such time shall be
four (4) years from the date of their election. In the case of the addition of any new Director
position, the Director filling such position shall be added to a class, as determined by the Board
at the time of such Director’s initial election, and shall have an initial term expiring at the same
time as the term of the class to which such Director has been added.

Section 4. Nomination, Election and Appointment

(a) The Nominating and Governance Committee each year shall nominate Directors for each
Director position (other than Owner Director positions and the Director position filled by the
Chief Executive Officer) standing for election at the annual meeting of members that year. For
positions requiring Person(s) who qualify as Exchange Member Directors, the Nominating and
Governance Committee shall nominate only those Person(s) whose names have been approved
and submitted by the Exchange Member Nominating Committee, and approved by, if applicable,
Exchange Members pursuant to the procedures set forth below in this Article I1I, Section 4.

(b) The Exchange Member Nominating Committ ¢ shall consult with the Nominating and
Governance Committee and the € .airman, and shall solicit comments from Exchange Members
for the purpose of approving and sub itting names of candidates for election to the position of
Exchange Member Director.

(c) Not later than sixty (60) days prior to the date announced as the date for the annual meeting
of Members, the Exchan ber Nominating Committee shall report to the Nominating and
Governance Committee and the Secretary the initial nominees for Exchange Member Director
positions on the Board that have been approved and submitted by the Exchange Member
Nominating Committee. The Secretary shall promptly notify Exchange Members of those initial
nominees. Exchange Members may identify other candidates (“Petition Candidates”) for the
Exchange Member Director positions by delivering to the Secretary, at least thirty-five (35) days
before the date announced as the date for the annual meeting of members (the “Petition
Deadline”), a written petition, which shall designate the candidate by name and office and shall
be signed by Exchange Member Representatives representing ten percent (10%) or more of the
Exchange Members. An Exchange Member may endorse as many candidates as there are
Exchange Member Director positions to be filled. No Exchange Member, together with its
Affiliates, may account for more than fifty percent (50%) of the signatures endorsing a particular
candidate, and any signatures of such Exchange Member, together with its Affiliates, in excess
of the fifty percent (50%) limitation shall be disregarded.

(d) Each petition for a Petition Candidate must include a completed questionnaire used to gather
information concerning Exchange Member Director candidates and must be filed with the



Company. The Company shall provide the form of questionnaire upon the request of any
Exchange Member.

(e) If no valid petitions from Exchange Members are received by the Petition Deadline, the initial
nominees approved and submitted by the Exchange Member Nominating Committee shall be
nominated as Exchange Member Directors by the Nominating and Governance Committee. If
one or more valid petitions from Exchange Members are received by the Petition Deadline, the
Company shall include such additional nominees, along with the initial nominees nominated by
the Exchange Member Nominating Committee, on a list of nominees (the “List of Candidates™).
Upon completion, the List of Candidates shall be sent to all Exchange Members that were
Exchange Members on the Petition Date to confirm the nominees for Exchange Member
Director positions. The List of Candidates shall be accompanied by a notice regarding the time
and date of an election to be held at least twenty (20) days prior to the annual members meeting
to confirm the Exchange Members’ selections of nominees for Exchange Member Directors.

(f) With respect to the election held to determine the final nomination of Exchange Member
Directors, each Exchange Member shall have the right to cast one (1) vote for each available
Exchange Member Director nomination; provided, however, that (i) any such vote must be cast
for a Person on the List of Candidates, and (ii) no Exchange Member, together with its Affiliates,
may account for more than twenty-five percent (25%) of the votes cast for a candidate, and any
votes cast by such Exchange Member, together with its Affiliates, in excess of such twenty-five
percent (25%) limitation shall be disregarded; unless the Exchange has less than four Exchange
Members and each Exchange Member’s votes shall be increased to permit election. The votes
shall be cast by written ballot or any other means as set forth in a notice to the Exchange
Members sent by the Company prior to such election. Only votes received prior to 5:00 p.m.
Eastern Time on the date of the election shall count for the nomination of an Exchange Member
Director. The Person(s) on the List of Candidates who receive the most votes shall be selected as
the nominee(s) for the Exchange Member Director position(s) to be elected by members.

(g) Each Designating Owner shall have the right to nominate an Owner Director. If a
Designating Owner ceases to be a Designating Owner, then upon the happening of such event,
the individual serving as an Owner Director nominated by such Designating Owner will no
longer qualify to be an Owner Director, will cease being an Owner Director, and will be deemed
to have automatically resigned. In addition, such Owner Director position on the Board shall
immediately terminate. The Members of the Company will take all such actions required or
necessary to effect this Section 4(g).

Section 5. Chairman of the Board

The Directors shall choose among themselves who will be the Chairman of the Board (the
“Chairman”), who may also be the Chief Executive Officer. The Chairman shall preside at all
meetings of the Board at which the Chairman is present; provided, however, that if the Chairman
is the Chief Executive Officer or other member of management of the Company, he or she shall
not participate in executive sessions of the Board. The Chairman shall exercise such other
powers and perform such other duties as may be assigned to the Chairman from time to time by
the Board. The Board shall designate a “Lead Director” from among the Board’s Independent



Directors to preside over executive sessions of the Board. The Board shall publicly disclose the
identity of the Lead Director and the means by which interested parties may communicate with
the Lead Director.

Section 6. Vacancies

(a) Whenever any Director position, other than an Owner Director or Exchange Member
Director position, becomes vacant prior to the election of a successor at the end of such
Director’s term, whether because of death, disability, disqualification, removal or resignation,
and whenever any newly-created Director position, other than an Owner Director or Exchange
Member Director position, becomes available because of an increase in the number of Directors,
the Nominating and Governance Committee shall nominate, and a majority of Directors then in
office, though less than a quorum or a sole remaining Director, shall elect, a Person satisfying the
classification (Independent or At-Large Director) for the directorship to fill such vacancy until
the expiration of the remaining term or to fill such newly-created Director position until the
expiration of such position’s designated term; provided, however, that if the remaining term of
office of a Director at the time of such Director’s vacancy is not more than six (6) months,
during the period of vacancy the Board shall not be deemed to be in violation of Article III,
Section 2(b) by virtue of such vacancy; and further provided, that any vacancy resulting from
removal from office by a vote of the Members for cause may be filled by a vote of the Members
at the same meeting at which such removal occurs.

(b) Whenever any Exchange Member Director position becomes vacant prior to the election of a
successor at the end of such Exchange Member " .cector’s term, whether because of death,
disability, disqualification, removal or resignation, and whenever any newly-created Exchange
Member Director position becomes available because of an increase in the number of Directors,
the Exchange Member Nominating Committee shall nominate, and a majority of Directors then
in office, though less than a quorum or a sole remaining Director, shall elect, a Person satisfying
the classification for the Exchange Member Director position to fill such vacancy until the
expiration of the rema. or to fill such newly-created Exchange Member Director
position until the expiration of such position’s designated term; provided, however, that if the
remaining term of office of an Exchange Member Director at the time of such Exchange Member
Director’s vacancy is not more than six (6) months, during the period of vacancy the Board shall
not be deemed to be in violation of Article III, Section 2(b) by virtue of such vacancy; and
further provided, that any vacancy resulting from removal from office by a vote of the Members
for cause may be filled by a vote of the members at the same meeting at which such removal
occurs.

(c) Subject to the terms of Article III, Section 4(g) and Section 2(d), whenever any Owner
Director position becomes vacant prior to the election of a successor at the end of such Owner
Director’s term, whether because of death, disability, disqualification, removal or resignation,
and whenever any newly-created Owner Director position becomes available pursuant to Article
II1, Section 4(g), the Designating Owner that nominated an Owner Director for such vacant
Owner Director position or that is entitled to nominate an Owner Director for such newly-created
Owner Director position shall nominate, and a majority of the Directors then in office though
less than a quorum or a sole remaining Director, shall elect, the individual nominated by such



Designating Owner to fill such vacancy until the expiration of the remaining term or to fill such
newly-created Owner Director position until the expiration of such position’s designated term;
provided, however, that if the remaining term of office of an Owner Director at the time of such
Owner Director’s vacancy is not more than six (6) months, during the period of vacancy the
Board shall not be deemed to be in violation of Article III, Section 2(b) by virtue of the
applicable Designating Owner failing to nominate an Owner Director to fill such vacancy; and
further provided, that any vacancy resulting from removal from office by a vote of the Members
for cause may be filled by a vote of the Members at the same meeting at which such removal
occurs.

Section 7. Removal and Resignation

(a) Any Director may be removed with or without cause by a majority vote of the Members;
provided, however, that any Exchange Member Director may be temoved only by a majority
vote of the Members for cause, which shall include such Exchange Member Director’s being
subject to a Statutory Disqualification, and any Owner Director may be removed only by a
majority vote of the Members acting or for cause, which shall include such Owner Director’s
being subject to a Statutory Disqualification. Upon t+ removal of an « vner Director, the
Designating Owner that nominated such removed Owner Director shall have the right to
nominate a replacement Owner Director pursuant to Article III, Section 6.

(b) Any Director may resign at any time either upon notice of resignation to the Chairman, the
Chief Executive Officer or the Secretary. Any such resignation shall take effect at the time
specified therein or, if the time is not specified, upon receipt thereof, and the acceptance of such
resignation, unless required by the terms thereof, shall not be necessary to make such resignation
effective.

Section 8. Place of Meetings; Mode

Any meeting of the' Board m y be held at such place, within or without the State of South
Dakota, as shall be designated in the notice of such meeting, but if no such designation is made,
then the meeting shall be held at the principal business office of the Company. Members of the
Board or any committee of the Board may participate in a meeting of the Board or committee by
conference telephone or other communications equipment by means of which all Person(s)
participating in the meeting can hear each other, and such participation in a meeting shall
constitute presence in person at the meeting.

Section 9. Regular Meetings

Regular meetings of the Board may be held, with or without notice, at such time or place as may
from time to time be specified in a resolution adopted by the Board.

Section 10. Special Meetings

(a) Special meetings of the Board may be called on a minimum of two (2) days’ notice to each



Director by the Chairman or the Chief Executive Officer and shall be called by the Secretary
upon the written request of two (2) Directors then in office.

(b) The Person(s) calling a special meeting of the Board shall fix the time and place at which the
meeting shall be held and such time and place shall be specified in the notice of such meeting.

Section 11. Exchange Member Meetings
The Company shall not be required to hold meetings of the Exchange Members.
Section 12. Voting, Quorum and Action by the Board

Each Director shall be entitled to one (1) vote. At all meetings of the Board, the presence of a
majority of the number of Directors then in office, but in no event less than one half (1/2) of the
total number of Directors, shall constitute a quorum for the transaction of business. If a quorum
shall not be present at any meeting of the Board, the Directors present at such meeting may
adjourn the meeting from time to time, without notice other than announcement at the meeting,
until a quorum shall be present. The act of a majority of the Directors present at any meeting at
which there is a quorum shall be the act of the Board except as may be otherwise specifically
provided by statute, the Certificate of Organization, or the Operating Agreement.

Section 13. Action in Lieu of Meeting

Unless otherwise restricted by statute, the Certificate of Organization or this Operating
Agreement, any action required or  itted to be taken at any meeting of the Board or any
committee thereof may be taken without a meeting if all members of the Board or committee, as
the case may be, consent thereto in writing o= by electronic transmission, and such writing or
electronic transmission is filed with the minutes of proceedings of the Board or the committee.

Section 14. Waiver of Notice

(a) Whenever notice is required to be given by applicable law, the Certificate of Organization or
this Operating Agreement, a waiver thereof by the Person(s) entitled to such notice, whether
before or after the time stated therein, shall be deemed equivalent to notice. Neither the business
to be transacted at, nor the purpose of, any regular or special meeting of the Board or committee
thereof need be specified in any waiver of notice.

(b) Attendance of a Person at a meeting shall constitute a waiver of notice of such meeting,
except when the Person attends a meeting for the express purpose of objecting, at the beginning
of the meeting, to the transaction of any business because the meeting is not lawfully called or
convened.

Section 15. Compensation of Board and Committee Members



The Board may provide for reasonable compensation of the Chairman, the Directors and the
members of committees of the Board. The Board may also provide for reimbursement of
reasonable expenses incurred by such Person(s) in connection with the business of the Company.

Section 16. Conflicts of Interest; Contracts and Transactions Involving Directors

(a) To the fullest extent permitted by law, a Director or a member of any committee of the

Board may not participate in the consideration or decision of any matter relating to a particular
Exchange Member or other Person if such Director or committee member has a material interest
in, or a professional, business or personal relationship with, that Exchange Member or Person, or
if such participation shall create an appearance of impropriety. Exchange Member Directors
shall not be deemed to be personally interested in the determination of matters that may affect
the Exchange Members as a whole or certain groups of Exchange Members and Exchange
Member Directors shall not be prohibited from participating in such determinations in the normal
course of conducting the Company’s business.

(b) No contract or transaction between the Company and one or more of its Directors or officers,
or between the Company and any other corporation, partnership, association or other
organization in which one or more of its Directors-or officers are directors or officers, or have a
financial interest, shall be void or voidable solely for this reason, or solely because the Director
or officer is present at or participates in the meeting of the Board or committee which authorizes
the contract or transaction, or solely because any such Director’s or officer’s votes are counted
for such purpose, if: (i) the material facts pertaining to such Director’s or officer’s relationship or
interest and as to the contract or transaction are disclosed or are known to the Board or the
committee, and the Board or comm’ tee in good-faith authorizes the contract or transaction by
the affirmative vote of a majority of the disinterested Directors, even though the disinterested
Directors are less than a quorum; (ii) the material facts as to the Director’s or officer’s
relationship or interest and as to the contract or transaction are disclosed or are known to the
Members entitled to vote thereon, and the contract or transaction is specifically approved in good
faith by vote of the Members; or (iii) the contract or transaction is fair as to the Company as of
the time it is authorized, approved or ratified, by the Board, a committee or the Members.

ARTICLE 1V - MEMBERS
Section 1. Annual Meeting; Election of Directors and Other Matters

(a) The annual meeting of Members shall be held at such place and time as determined by the
Board for the purpose of electing Directors and members of the Nominating and Governance
Committee and Exchange Member Nominating Committee, and for conducting such other
business as may properly come before the meeting. Written notice of the annual meeting stating
the place, date and hour of the meeting shall be given to each Member entitled to vote at such
meeting not less than ten (10) nor more than sixty (60) days before the date of the meeting,
unless otherwise required by law, the Certificate of Organization or this Operating Agreement.

(b) The first annual meeting of Members shall be held prior to the Company’s commencement of
operations as an Exchange.
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Section 2. Special Meetings

Special meetings of the Members, for any purpose or purposes, may be called by the

Chairman, the Board or the Chief Executive Officer, and shall be called by the Secretary at the
request in writing of Members owning not less than a majority of the then issued and outstanding
membership units of the Company entitled to vote. Written notice of a special meeting stating
the place, date and hour of the meeting and the purpose or purposes for which the meeting is
called, shall be given to each Member entitled to vote at such meeting not less than ten (10) nor
more than sixty (60) days before the date of the meeting, unless otherwise required by law, the
Certificate of Organization or this Operating Agreement. Business transacted at any special
meeting of Members shall be limited to the purpose(s) stated in the notice of the meeting.

Section 3. List of Members

The Secretary of the Company, or such other Person designated by the Secretary or the Board,
shall have charge of the ledger of the Company and shall prepare and make, at least ten (10) days
before every meeting of Members, a complete list of the Members entitled to vote at the meeting,
arranged in alphabetical order, and showing the address of each Member and the number of
membership units registered in the name of each Meiw. e Such list shall be open to the
examination of any Member, for any purpose germane to the meeting, during ordinary business
hours, for a period of at least ten (10) days prior to the meeting, at the principal place of business
of the Company. The list shall also be produced and kept at the time and place of the meeting
during the whole time of the meeting, and may be inspected by any Member who is present.

Section 4. Quorum and Vote Required for Action

(a) The holders of a majority of the membership units issued and outstanding and entitled to vote
thereat, present in person or represented by proxy, shall constitute a quorum at all meetings of
the Members for the transaction of business except as otherwise provided by applicable law, the
Certificate of Organization or this Operating Agreement. If, however, such quorum shall not be
present or represented at any meeting of the Members, the Members entitled to vote thereat,
present in person or represented by proxy, shall have power to adjourn the meeting from time to
time, without notice other than announcement at the meeting, until a quorum shall be present or
represented. At such adjourned meeting at which a quorum shall be present or represented, any
business may be transacted which might have been transacted at the meeting as originally
notified. If the adjournment is for more than thirty (30) days, or if after the adjournment a new
record date is fixed for the adjourned meeting, a notice of the adjourned meeting shall be given
to each Member of record entitled to vote at the meeting.

(b) When a quorum is present at any meeting, the vote of the holders of a majority of the
membership units having voting power present in person or represented by proxy shall decide
any question brought before such meeting, unless the question is one upon which by express
provision of applicable law or of the Certificate of Organization, a different vote is required, in
which case such express provision shall govern and control the decision of such question.
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Section 5. Voting; Proxies

Unless otherwise provided in the Certificate of Organization or this Operating Agreement, each
Member of the Company shall at every meeting of the Members be entitled to one (1) vote in
person or by proxy for each membership unit having voting power held by such Member, but no
proxy shall be voted on after three (3) years from its date, unless the proxy provides for a longer
period. Any such proxy shall be in writing and shall be filed with the Secretary of the Company
before or at the time of the meeting.

Section 6. Action in Lieu of Meeting

Any action upon which a vote of Members is required or permitted, may be taken without a
meeting, without prior notice and without a vote, if a consent in writing, setting forth the action
so taken, shall be signed by the holders of outstanding membership units having not less than the
minimum number of votes that would be necessary to authorize or take such action at a meeting
at which all shares entitled to vote thereon were present and voted and shall be delivered to the
Company in the manner required by law, provided that the matter to be acted upon by such
written consent previously has been directed by the Board to be submitted to the Members for
their action by written consent. Prompt notice of the taking of the corporate action without a
meeting by less than unanimous written consent shall be given to those Members who have not
so consented in writing.

Section 7. Ownership Limits

No Person, either alone or together with its related Person(s), may own, directly or indirectly, of
record or beneficially, more than 40% (or 20% if the Person is a member of the Exchange) of the
capital stock of the Company that has the right by its terms to vote in the election of the Board or
on other matters (other than matters affecting the rights, preferences, or privileges of the capital
stock). However, the Board, with respect to each owner exceeding the foregoing ownership
limitations, may waive such restriction on condition that: (i) such waiver will not impair the
ability of the Exchange to carry out its respective functions and responsibilities under the Act;
(i1) such waiver is in the best interests of the Exchange and its Members; (iii) such waiver will
not impair the ability of the Commission to enforce the Act; (iv) neither the subject owner nor
any of its related Person(s) is subject to a Statutory Disqualification (within the meaning of
Section 3(a)(39) of the Act); and (v) neither the owner nor any of its related Person(s) is an
Exchange Member.

ARTICLE V - COMMITTEES OF THE BOARD
Section 1. Number of Committees
The committees of the Board shall consist of a Compensation Committee, an Audit Committee,
an Executive Committee, a Regulatory Oversight Committee, an Appeals Committee, and such

other committees as may be from time to time established by the Board for a specific and limited
purpose. Committees shall have such authority as is vested in them by this Operating Agreement
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or the Rules, or as is delegated to them by the Board. All committees are subject to the control
and supervision of the Board.

Section 2. Appointment and Removal; Vacancies; Term

(a) The Board, after consultation with the Chairman, may designate, consistent with this
Operating Agreement, the members of all committees of the Board, and the Board may, at any
time, with or without cause, remove any member of a committee so appointed, after consultation
with the Chairman. Each committee shall be comprised of at least three (3) members of the
Board; provided, however, that except as set forth herein, every committee shall have at least
half or a majority of Independent Directors. In designating members to committees of the Board,
the Board is responsible for determining that any such committee meets the composition
requirements set forth in this Article V. The Board, after consultation with the Chairman, may
designate one or more Directors as alternate members of any committee who may replace any
absent or disqualified member at any meeting of the committee. Except as otherwise set forth in
this Operating Agreement, the Board, after consultation with the Chairman, may have non-voting
observers attend committee meetings.

(b) A committee member shall be removed immediately upon a determination by the Board, by a
majority vote of the Directors, (i) that the committee member no longer satisfies the
classification for which the committee member was selected, and (i) that the committee
member’s continued service as such would violate the compositional requirements of such
committee set forth in this Article V.

(c) Any vacancy occurring in a committee shall be filled by the Board, after consultation with the
Chairman, for the remainder of the term, with the approval of the Board.

(d) Except as otherwise provided by this Operating Agreement or by the Board, members of a
committee shall hold office for a one (1) year period.

Section 3. Conduct of Proceedings

Except as otherwise provided in this Operating Agreement or by the Board, each committee may
adopt its own rules of procedure and may meet at stated times or on such notice as such
committee may determine. Each committee shall keep regular minutes of its meetings and report
the same to the Board when required.

Section 4. Voting, Quorum and Action by Committees

Each committee member shall be entitled to one (1) vote. Unless otherwise required by the
Operating Agreement, the presence of a majority of the number of committee members serving
on a committee shall constitute a quorum for the transaction of business of such committee. If a
quorum shall not be present at any meeting of a committee, the committee members present at
such meeting may adjourn the meeting from time to time, without notice other than
announcement at the meeting, until a quorum shall be present. The act of a majority of the
committee members present at any meeting at which there is a quorum shall be the act of such
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committee except as may be otherwise specifically provided by applicable law or this Operating
Agreement.

Section 5. Specified Committees

(a) The Board, after consultation with the Chairman, shall designate the members of a
Compensation Committee, which shall consist of two Independent Directors. The Compensation
Committee shall consider and recommend compensation policies, programs and practices for
officers and other employees of the Company and shall assist the Board in fulfilling its
responsibilities to ensure the structures of compensation systems of the Exchange do not
interfere with the Exchange’s ability to fulfill its responsibilities as an-SROa LVERO. The
Board, after consultation with the Chairman, may designate non-voting observers who shall be
permitted to attend and participate in committee meetings.

(b) The Board, after consultation with the Chairman, shall designate the members of an Audit
Committee, which shall consist solely of Directors, including half or a majority of Independent
Directors. An Independent Director shall serve as Chairman of the Audit Committee. The Audit
Committee shall perform the following primary functions, as well as such other functions as may
be specified in the charter of the Audit Committee: (1) assist the Board in fulfilling its
responsibilities to oversee the financial soundness and compliance resources and the
effectiveness of financial and compliance control processes related to the operation of the
Company; (i) take appropriate actions to oversee overall corporate policy for quality activities
and reporting of a SROLVERO, sound business risk management practices and ethical behavior;
(i11) provide oversight over the Company’s financial reporting process and the financial
information that is provided to Members, regulatory authorities and others; (iv) provide oversight
over the systems of internal cc rols, te hnology and information integrity established by
management and the Board and the Company’s legal and compliance process; (v) select,
evaluate and, where appropriate, replace any independent auditors retained by the Company to
perform internal or other audit functions directly for the Company; (vi) oversee all activities of
the Company’s internal audit function, including management’s responsiveness to internal audit
recommendations and selecting and replacing and determining the compensation of the head of
the Internal Audit Department (or if such position is outsourced, selecting and replacing and
determining the compensation of the third party provider), in consultation with management; and
(vii) oversee enterprise risk and technology operations, including security and business
continuity measures. The Audit Committee shall have authority to: (A) hire or terminate the
head of the Company’s Internal Audit Department; (B) determine the compensation of the head
of the Internal Audit Department; and (C) determine the budget for the Internal Audit
Department. The Internal Audit Department and its head shall report directly to the Audit
Committee. The Audit Committee may, in its discretion, direct that the Internal Audit
Department also report to senior management of the Company on matters the Audit Committee
deems appropriate and may request that senior management of the Company perform such
operational oversight as necessary and proper, consistent with preservation of the independence
of the internal audit function. Nothing herein shall prohibit or be deemed to be in conflict with
the ability of the Exchange to retain a third party to perform all or a portion of its audit function,
provided that the Exchange shall supervise and have primary responsibility for any action
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undertaken by a third-party auditor retained to perform all or a portion of the Exchange’s audit
function.

(c) The Board, after consultation with the Chairman, shall designate the members of a
Regulatory Oversight Committee, which shall consist solely of Independent Directors. The
Regulatory Oversight Committee shall assist the Board in fulfilling its responsibilities to oversee
the adequacy and effectiveness of the Exchange’s regulatory and SROLVERO responsibilities,
including those responsibilities with regard to each of its facilities, as defined in Section 3(a)(2)
of the Exchange Act; assess the Exchange’s regulatory performance and assist the Board and
committees of the Board in reviewing the regulatory plan; and oversee the overall effectiveness
of the Exchange’s performance of its regulatory functions.

(d) The Board, after consultation with the Chairman, shall appoint an Appeals Committee, which
shall consist solely of two Independent Directors and one Exchange Member Director. The
Appeals Committee shall preside over all appeals related to disciplinary and Adverse Action
determinations in accordance with the Exchange Rules.

(e) The Board, after consultation with the Chairman, may appoint an Executive Committee,
which shall, to the fullest extent permitted by applicable law, have and be permitted to exercise
all the powers and authority of the Board in the manage.aent of the business and affairs of the
Company between meetings of the Board anA to facilitate coordination of Board processes.

The percentage of Independent Directors on the Executive Committee shall be at least as great as
the percentage of Independent Directors on the whole Board, and the percentage of Member
Representative Directors on the Executive Committee shall be at least as great as the percentage
of Member Representative Directors on the whole Board.

ARTICLE VI - COMMITTEES OF THE EXCHANGE

Section 1. Election of Nominating and Governance Committee and Exchange Member
Nominating Committee.

The Nominating and Governance Committee and the Exchange Member Nominating Committee
shall each be elected on an annual basis by a vote of the Members. Each of the Nominating and
Governance Committee and Exchange Member Nominating Committee, after completion of its
respective duties for nominating Directors for election to the Board for that year, shall nominate
candidates to serve on the succeeding year’s Nominating and Governance Committee or
Exchange Member Nominating Committee, as applicable, such candidates to be voted on by the
Members at the annual meeting of Members. Additional candidates for the Exchange Member
Nominating Committee may be nominated and elected pursuant to the same process as provided
for in Article III, Section 4.

Section 2. Nominating and Governance Committee
The Nominating and Governance Committee shall be responsible for (a) developing and

recommending governance policies to the Board; (b) nominating candidates for election to the
Board at the annual Member meeting and all other vacant or new Director positions on the Board
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(other than Owner Director positions) and in making such nominations, ensuring that candidates
meet the compositional requirements of Article III, Section 2(b); (¢) nominating director
candidates and chairperson(s) to serve on committees of the Board; and (d) overseeing an annual
self-evaluation of the Independent Directors and each Board committee. The Nominating and
Governance Committee shall also oversee the implementation and effectiveness of the Operating
Agreement, committee charters, policies and other governance documents as needed; review and
recommend best practices in corporate governance; and oversee an orientation for new directors.
The Nominating and Governance Committee shall consist solely of two (2) Independent
Directors. The Nominating and Governance Committee shall have such other duties and may
exercise such other authority as may be prescribed by resolution of the Board and the Charter of
the Nominating and Governance Committee as adopted by resolution of the Board.

Section 3. Exchange Member Nominating Committee

The Exchange Member Nominating Committee shall nominate candidates for each Exchange
Member Director position on the Board that is to be elected by Exchange Members or Members
under the terms of this Operating Agreement and all other vacant or new Exchange Member
Director positions on the Board. Each member of the Exchange Member Nominating Committee
shall qualify as an Exchange Member Director, except that such committee member is not
required to be a Director. Upon request of the Secretary, any such prospective committee
member who is not a Director shall provide to the Secretary such information as is reasonably
necessary to serve as the basis for a determination of the prospective committee member’s
classification. The Secretary shall certify to the Board such prospective committee member’s
classification. Such committee member shall update the information submitted under this
subsection at least annually and upon request of the Secretary, and shall report immediately to
the Secretary any change in such information.

ARTICLE VII — OFFICERS, AGENTS AND EMPLOYEES
Section 1. General
The officers of the Company shall include a Chief Executive Officer and a Chief Regulatory
Officer, and such other officers (including a Secretary) as in the Board’s opinion are desirable for
the conduct of the business of the Company. Any two or more offices may be held by the same

Person, except that the offices of the Chief Executive Officer and Secretary may not be held by
the same Person.

Section 2. Appointment and Tenure

Each officer of the Company shall be appointed by the Board on an annual basis, and shall hold
office until his or her successor is appointed and qualified or until his or her earlier death,
disability, disqualification, removal or resignation. An officer may serve for any number of

terms, consecutive or otherwise.

Section 3. Resignation and Removal of Officers; Vacancies
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Any officer may resign at any time upon notice of resignation to the Chairman, the Chief
Executive Officer or the Secretary, or a designee of the Board, if none such officers are then-
appointed. Any such resignation shall take effect upon receipt of such notice or at any later time
specified therein, or if the time is not specified, upon receipt thereof, and the acceptance of such
resignation, unless required by the terms thereof, shall not be necessary to make such resignation
effective. Any officer of the Company may be removed, with or without cause, by the Board.
Such removal shall be without prejudice to the contractual rights of the affected officer, if any,
with the Company.

Section 4. Compensation

The Compensation of the Chief Executive Officer shall be fixed by the Compensation
Committee. The salaries of all other officers and agents of the Company shall be fixed by the
Chief Executive Officer, in consultation with the Compensation Committee.

Section 5. Powers and Duties; Delegation

Each of the officers of the Company shall, unless otherwise ordered by the Board, have such
powers and duties as customarily pertain to the respective office, and such further powers and
duties as from time to time may be conferred by the Board, or by an officer delegated such
authority by the Board. The Board may delegate the duties and powers of any officer of the
Company to any other officer or to any Director for a specified period of time and for any reason
that the Board may deem sufficient.

Section 6. Chief Executive Officer

The Chief Executive Officer may be the Chairman of the Board. The Chief Executive Officer
shall be the Chief Executive Officer of the Company, shall have general supervision over the
business and affairs of the Company, and shall serve at the pleasure of the Board. The Chief
Executive Officer shall h ve all powers and duties usually incident to the office of the Chief
Executive Officer, except as specifically limited by a resolution of the Board. The Chief
Executive Officer shall exercise such other powers and perform such other duties as may be
assigned to the Chief Executive Officer from time to time by the Board.

Section 7. Chief Regulatory Officer

The Chief Regulatory Officer shall have general supervision of the regulatory operations of the
Company, including responsibility for overseeing the Company’s surveillance, examination and
enforcement functions and for administering any regulatory services agreements with another
SROregulatory organization to which the Company is a party. The Chief Regulatory Officer
shall meet with the Regulatory Oversight Committee of the Company in executive session at
regularly scheduled meetings of such committee, and at any time upon request of the Chief
Regulatory Officer or any member of the Regulatory Oversight Committee. The Chief
Regulatory Officer may, but is not required to, also serve as the General Counsel of the
Company.
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Section 8. Secretary

The Secretary shall act as Secretary of all meetings of the Board at which the Secretary is
present, shall record all the proceedings of all such meetings in a book to be kept for that
purpose, shall have supervision over the giving and service of notices of the Company, and shall
have supervision over the care and custody of the books and records of the Company. The
Secretary shall be empowered to affix the Company’s seal, if any, to documents, the execution of
which on behalf of the Company under its seal is duly authorized, and when so affixed, may
attest the same. The Secretary shall have all powers and duties usually incident to the office of
Secretary, except as specifically limited by a resolution of the Board. The Secretary shall
exercise such other powers and perform such other duties as may be assigned to the Secretary
from time to time by the Board or the Chief Executive Officer.

ARTICLE VIII - INDEMNIFICATION
Section 1. Indemnification of Directors, Officers, Employees and Other Agents

(a) Right to Indemnification. The Company shall indemnify and hold harmless, to the fullest
extent permitted by applicable law as it presently exists or may hereafter be amended, any person
(a “Covered Person”) who was or is made or is threatened to be made a party or is otherwise
involved in any action, suit or proceeding, whether civil, eriminal, administrative, arbitrative or
investigative (a “Proceeding”) by reason of the fact that he or she, or a Person for whom he or
she is the legal representative, is or was a Director or officer of the Company or, while a Director
or officer of the Company, is or was serving at the request of the Company as a Director, officer,
employee or agent of another corporation or of a partnership, joint venture, trust, enterprise or
nonprofit entity, including service with respect to employee benefit plans, against all liability and
loss suffered and expenses (including attorneys’ fees) reasonably incurred by such Covered
Person. Notwithstanding the preceding sentence, except as otherwise provided in Section 1(c) of
this Article VIII, the Company shall be required to indemnify a Covered Person in connection
with a proceeding (or part thereof) commenced by such Covered Person only if the
commencement of such proceeding (or part thereof) by the Covered Person was authorized in the
specific case by the Board.

(b) Prepayment of Expenses. The Company may, to the fullest extent not prohibited by
applicable law, pay the expenses (including attorneys’ fees) incurred by a Covered Person in
defending any proceeding in advance of its final disposition; provided, however, that, to the
extent required by law, such payment of expenses in advance of the final disposition of the
proceeding shall be made only upon receipt of an undertaking by the Covered Person to repay all
amounts advanced if it should be ultimately determined that the Covered Person is not entitled to
be indemnified under this Article VIII or otherwise.

(c) Nonexclusivity of Rights. To the fullest extent permitted by the Company’s Certificate of
Organization, the rights conferred on any Covered Person by this Article VIII shall not be
exclusive of any other rights that such Covered Person may have or hereafter acquire under any
statute, provision of the Certificate of Organization, this Operating Agreement, agreement, vote
of Members or disinterested Directors or otherwise. The Company is specifically authorized to
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enter into individual contracts with any or all of its Directors, officers, employees or agents with
respect to indemnification and advances, to the fullest extent permitted by law and the
Company’s Certificate of Organization.

(d) Other Sources. The Company’s obligation, if any, to indemnify or to advance expenses to
any Covered Person who was or is serving at its request as a Director, officer, employee or agent
of another corporation, partnership, joint venture, trust, enterprise or nonprofit entity shall be
reduced by any amount such Covered Person may collect as indemnification or advancement of
expenses from such other corporation, partnership, joint venture, trust, enterprise or non-profit
enterprise.

(e) Survival of Rights. The rights conferred on any Covered Person shall inure to the benefit of
the heirs, executors and administrators of such a Person.

(f) Insurance. The Company, upon approval by the Board of Directors, may purchase insurance
on behalf of any Person required or permitted to be indemnified pursuant to this Article VIII.

(g) Amendments. Any modification or repeal of the » uvisions of this . -ticle VIII shall not
adversely affect any right or protection hereunder < any Ce  cred Person in respect of any
proceeding (regardless of when such proceeding is first threatened, commenced or completed)
arising out of, or related to, any act or omission occurring prior to the time of such repeal or
modification.

(h) Other Indemnification and Advancement of Expenses. This Article VIII shall not limit the
right of the Company, to the extent and in the manner permitted by law, to indemnify and to
advance expenses to Person(s) other than Covered Person(s) when and as authorized by
appropriate corporate action.

(j) Saving Clause. If this Article VIII or any portion hereof shall be invalidated on any ground
by any court of competent jurisdiction, then the Company shall nevertheless indemnify each
Covered Person to the fullest extent permitted by any applicable portion of this Article VIII that
shall not have been invalidated or by any other applicable law.

Section 2. Exchange Not Liable
Except as provided in the Exchange Rules, the Company shall not be liable for any loss or
damage sustained by any current or former Exchange Member related to the use or enjoyment by
such Exchange Member of the facilities afforded by the Company (or any predecessor or
successor thereof) or its subsidiaries.

ARTICLE IX - AMENDMENTS; EMERGENCY OPERATING AGREEMENT
Section 1. By the Members or Board

This Operating Agreement may be altered, amended or repealed, or new Operating Agreement
may be adopted, (i) by the written consent of the Members of the Company, or (ii) at any regular
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or special meeting of the Board by a resolution adopted by the Board; provided, however, that
the Board shall not be entitled to amend or repeal, or adopt any new Operating Agreement that
would be otherwise inconsistent with the Act or rules thereunder.

Section 2. Emergency Operating Agreement

The Board may adopt an emergency Operating Agreement subject to repeal or change by action
of the Members of the Company that shall, notwithstanding any different provision of applicable
law, the Certificate of Organization or this Operating Agreement, be operative during any
emergency resulting from any attack on the United States or on a locality in which the Company
conducts its business or customarily holds meetings of the Board, any catastrophe, or other
emergency condition, as a result of which a quorum of the Board or a committee thereof cannot
readily be convened for action. Such emergency Operating Agreement may make any provision
that may be practicable and necessary under the circumstances of the emergency.

Section 3. Authority to Take Action Under Extraordinary Market Conditions

The Board, or such Person(s) as may be designated by the Board, in the event of extraordinary
market conditions, shall have the authority to take any action regarding: (a) the trading in, or
operation of, the securities exchange operated by the Company or any other organized securities
markets that may be operated by the Comparv, the operation of any automated system owned or
operated by the Company, and the participation in any such system of any or all Person(s) or the
trading therein of any or all securities; and (b) the operation of any or all offices or systems of
Exchange Members, if, in the opinion of the Board or the Person(s) hereby designated, such
action is necessary or appropriate for the protection of investors or the public interest or for the
orderly operation of the marketplace or the System.

ARTICLE X - EXCHANGE AUTHORITIES
Section 1. Rules

The Board, acting in accordance with the terms of this Operating Agreement and the Rules, shall
be vested with all powers necessary for the governance of the Company as an “Exchange”
within the meaning of the Act. To promote and enforce just and equitable principles of trade and
business, to maintain high standards of commercial honor and integrity among Exchange
Members, to collaborate with governmental and other agencies in the promotion of fair practices
and the elimination of fraud, and to carry out the purposes of the Company and of the Act, the
Board is hereby authorized to adopt such Rules and such amendments thereto as it may, from
time to time, deem necessary or appropriate. If any such Rules or amendments thereto are
approved by the Commission or otherwise become effective as provided in the Act, they shall
become operative Exchange Rules as of the date of Commission approval or effectiveness under
the Act unless a later operative date is declared by the Company. The Board is hereby
authorized, subject to the provisions of this Operating Agreement and the Act, to administer,
enforce, interpret, issue exemptions from, suspend or cancel any Rules adopted hereunder.

Section 2. Disciplinary Proceedings
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(a) The Board is authorized to establish procedures relating to disciplinary proceedings involving
Exchange Members and their Associated Person(s).

(b) The Board is authorized to impose appropriate sanctions applicable to Exchange

Members, including censure, fine, suspension or expulsion from membership, suspension or bar
from being associated with all Exchange Members, limitation of activities, functions and
operations of an Exchange Member or any other fitting sanction, and to impose appropriate
sanctions applicable to Person(s) Associated with Exchange Members, including censure, fine,
suspension or barring a Person Associated with an Exchange Member from being associated
with all Exchange Members, limitation of activities, functions and operations of a Person
Associated with an Exchange Member or any other fitting sanction, for:

(1) a breach by an Exchange Member or a Person Associated with an Exchange Member
of any covenant with the Company or its Members;

(i1) violation by an Exchange Member or a Person Associated with an Exchange Member
of any of the terms, conditions, covenants and provisions of the Rules or the federal
securities laws, including the rules and regulations adopted thereunder;

(ii1) failure by an Exchange Member or Person Associated with an Exchange Member to:
(A) submit a dispute for arbitration as may be required by the Rules; (B) appear or
produce any document in the Exchange Member’s or Person’s possession or control as
directed pursuant to the Rules; (C) comply with an award of arbitrators properly
rendered, where a timely m tion to vacate or modify such award has not been made
pursuant to applicable law or where such a motion has been denied; or (D) comply with a
written and executed settlement agreement obtained in connection with an arbitration or
mediation submitted for disposition; or

(iv) failure by an Exchange Member or Person Associated with an Exchange Member to
adhere to any ruling, order, direction or decision of, or to pay any sanction, fine or costs
imposed by, the Board or any Person to which the Board has delegated its powers.

Section 3. Exchange Member Qualifications

(a) The Board shall have authority to adopt rules and regulations applicable to Exchange
Members, applicants seeking to become Exchange Members and Person(s) associated with
applicants or Exchange Members, establishing specified and appropriate standards with respect
to the training, experience, competence, financial responsibility, operational capability and such
other qualifications as the Board finds necessary or desirable.

(b) The Board may from time to time make such changes in such rules, regulations and standards
as it deems necessary or appropriate.
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(c) Uniform standards for regulatory and other access issues, such as admission to membership,
shall be promulgated and applied on a consistent basis and the Company shall institute
safeguards to ensure fair and evenhanded access to all of its services and facilities.

Section 4. Fees, Dues, Assessments and Other Charges

The Board shall have authority to fix and levy the amount of fees, dues, assessments and other
charges to be paid by Exchange Members and issuers and any other Person(s) using any facility
or system that the Company operates or controls; provided, however, that such fees, dues,
assessments and other charges shall be equitably allocated among Exchange Members and
issuers and any other Person(s) using any facility or system that the Company operates or
controls. Any revenues received by the Company from fees derived from its regulatory function
or regulatory penalties shall not be used for non-regulatory purposes or distributed to the
Members, but rather, shall be applied to fund the legal and regulatory operations of the Company
(including surveillance and enforcement activities), or, as the case may be, shall be used to pay
restitution and disgorgement of funds intended for Participants.

ARTICLE XI - MISCELLANEOUS PROVISIONS
Section 1. Fiscal Year
The fiscal year of the Company shall be as determined from time to time by the Board.
Section 2. Participation in Board and Committee Meetings
All meetings of the Board (and any committees of the Board) pertaining to the sel-limited
volume exempt regulatory function of the Company (including disciplinary matters) shall be
closed to all Person(s) other than Directors and officers, employees, agents or advisors whose

participation is necessary or appropriate to the proper discharge of such regulatory functions and
any representatives of the Commission.

Section 3. Books and Records; Confidentiality of Information and Records Relating to
SROLVERO Function

The books and records of the Company shall be maintained at a location within the United
States. All books and records of the Company reflecting confidential information pertaining to
the sel-limited volume exempt regulatory function of the Company (including disciplinary
matters, trading data, trading practices and audit information) and the information contained in
those books and records shall be retained in confidence by the Company and the Directors,
officers, employees, hearing officers, other agents and advisors of the Company, shall not be
used by the Company for any non-regulatory purposes and shall not be made available to any
Person (including any Exchange Member) other than to personnel of the Commission, and those
Directors, officers, employees, hearing officers, other agents and advisors of the Company, to the
extent necessary or appropriate to discharge properly the sel-limited volume exempt regulatory
responsibilities of the Company.
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Section 4. Dividends

Subject to any provisions of any applicable statute, other provisions of this Operating Agreement
or the Certificate of Organization, distributions may be declared upon the membership units of
the Company by, and in the absolute discretion of, the Board; and any such dividends may be
paid in cash, property or membership units of the Company, as determined by the Board, and
shall be declared and paid on such dates and in such amounts as are determined by the Board.

Section 5. Reserves

Before payment of any distributions, there may be set aside out of any funds of the Company
available for distributions such sum or sums as the Board from time to time, in its absolute
discretion, determines to be proper as a reserve or reserves to meet contingencies, or for
equalizing dividends, or for repairing or maintaining any property of the Company, or for such
other purpose as the Board shall determine to be conducive to the interests of the Company, and
the Board may modify or abolish any such reserve in the manner in which it was created.

Section 6. Execution of Instruments, Contracts, ete.

(a) All checks, drafts, bills of exchange, notes or other obligations or orders for the payment of
money shall be signed in the name of the Company by s. h officer or officers or Person(s) as the
Board, or a duly authorized committee thereof, ma - from time to time designate, or by the Chief
Executive Officer, the Chief Regulatory Officer, the Secretary or such other officer or officers or
Person(s) as the Chief Executive Officer, the Chief Regulatory Officer or the Secretary may from
time to time designate (collectively, the “Authorized Officers”). Except as otherwise provided
by applicable law, the Board, any committee given specific authority in the premises by the
Board, or any committee given authority to exercise generally the powers of the Board during
intervals between meetings of the Board may authorize any Authorized Officer, in the name of
and on behalf of the Company, to enter into or execute and deliver deeds, bonds, mortgages,
contracts and other ‘obligations or instruments, and such authority may be general or confined to
specific instances.

(b) All applications, written instruments and papers required by any department of the United
States government or by any state, county, municipal or other governmental authority may be
executed in the name of the Company by any Authorized Officer of the Company.

Section 7. Power to Vote

Unless otherwise instructed by the Board, the Chief Executive Officer of the Company shall
have the power and authority on behalf of the Company to attend and to vote at any meeting of
members, partners or equity holders of any corporation, partnership or any other entity in which
the Company may hold stock, partnership or other equity interests, as the case may be, and may
exercise on behalf of the Company any and all of the rights and powers incident to the ownership
of such stock, partnership or other equity interest at such meeting, and shall have the power and
authority to execute and deliver proxies, waivers and consents on behalf of the Company in
connection with the exercise by the Company of the rights and powers incident to the ownership
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of such stock, partnership or other equity interest. The Board and the Chief Executive Officer
may from time to time confer like powers upon any other Person(s).

Section 8. Notices

Unless otherwise provided in this Operating Agreement or by law, any and all notices
contemplated by this Operating Agreement shall be deemed adequately given if in writing and
delivered in hand, or upon receipt when sent by telecopy or electronic “PDF” or similar
transmission (receipt confirmed), or one (1) Business Day after being sent, postage prepaid, by
nationally recognized overnight courier (e.g., Federal Express), or five (5) business says after
being sent by certified or registered mail, return receipt requested, postage prepaid, to the party
or parties for whom such notices are intended. Notices of special meetings of Directors shall be
given to each Director at his or her business address or such other address as he or she may have
advised the Secretary to use for such purpose.

Section 9. Severability

If any provision of this Operating Agreement, or the application of any provision of this
Operating Agreement to any Person or circumstanc , is he’ invalid, the remainder of this
Operating Agreement and the application of such provision to other Person(s) or circumstances
shall not be affected.

Section 10. Limited Liability Company Certificates; Uncertificated Membership Interests

The membership units of the Comp  may be represented by certificates, provided that the
Board may provide by resolution that some or all of any or all classes or series of the Company’s
units shall be uncertificated. Every holder of membership units of the Company represented by
certificates shall otherwise be entitled to have a certificate, in such form as may be prescribed by
law and by the Board, representing the number of shares held by such holder registered in
certificate form.
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CHAPTER 1. ADOPTION, INTERPRETATION AND APPLICATION OF RULES, AND
DEFINITIONS

Rule 1.1. Adoption of Exchange Rules

The following Exchange Rules are adopted pursuant to Article I1I, Section 1 and Article X,
Section 1 of the Operating Agreement of the Exchange.

Rule 1.2. Interpretation

Exchange Rules shall be interpreted in such a manner to comply with the rules and requirements
of the Act and to effectuate the purposes and business of the Exchange, and to require that all
practices in connection with the securities business be just, reasonable and not unfairly
discriminatory.

Rule 1.3. Applicability

Exchange Rules shall apply to all Exchange Members and Person(s) Associated with an
Exchange Member.

Rule 1.4. Effective Time

All Exchange Rules shall be effective when approved by the Commission in accordance with the
Act and the rules and regulations thereunder, except for those Rules that are effective upon filing
with the Commission in accordance with the Act and the rules thereunder and except as
otherwise specified by the Exchange or provided elsewhere in these Rules.

Rule 1.5. Definitions

Unless the context otherwise requires, defined terms used shall have the meaning set forth
below:

(a) “Act” means the Securities Exchange Act of 1934, as amended and in effect from time to
time and any successor statute.

(b) “Adverse Action” shall mean any action taken by the Exchange which adversely affects the
rights of any Exchange Member, applicant for membership, or any Person Associated with
an Exchange Member (including the denial of membership and the barring of any Person
from becoming associated with an Exchange Member) and any prohibition or limitation by
the Exchange imposed on any Person with respect to access to services offered by the
Exchange, or an Exchange Member thereof. This term does not include disciplinary actions
for violations of any provision of the Act or the rules and regulations promulgated
thereunder, any provision of the Operating Agreement or Exchange Rules or any
interpretation thereof, or resolution or order of the Board or appropriate Exchange committee
which has been filed with the Commission pursuant to Section 19(b) of the Act and has
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become effective thereunder. Review of disciplinary actions is provided for in Chapter VIII
of the Exchange Rules.

(c) “Affiliate” means, with respect to any Person, any other Person directly or indirectly through
one or more intermediaries controlling or controlled by, or under direct or indirect common
control with, such Person. “Affiliated” shall have the correlative meaning.

(d) The terms “Board” and “Board of Directors” shall mean the Board of Directors of the
Company.

(e) “Broker” shall have the same meaning as set forth in Section 3(a)(4) of the Act or, where
applicable, a Person operating pursuant to an exemption from registration under the Act.

(f) “Commission” means the United States Securities and Exchange Commission.

(g) “Company” means Automated Matching Systems Exchange, LLC, a South Dakota limited
liability company.

(h) “Dealer” shall have the same meaning as in Section 3(a)(5) of the Act or, where applicable, a
Person operating pursuant to an exemption from registration under the Act.

(1) “Designating Owner” shall mean a Memt - of tne Company that holds (together with its
Affiliates) at least a fifteen percent (15%) beneficial interest.

() “Designated Self-Regulatory Organization” shall mean a self-regulatory organization,
other than the Exchange, designated by the Commission under Section 17(d) of the Act to
enforce compliance by Exchange Members with Exchange Rules.

(k) The term “Exchange” shall mean Automated Matching Systems Exchange, LLC, a
registered national securities exchange, or system operating as an exemption therefrom under
the Act.

(1) “Exchange Member” necans any Person who has been admitted to membership in the
Exchange and is permitted to effect transactions on the Exchange without the services of
another Person acting as Broker. An Exchange Member is not a Member of the Company for
purposes of voting, distributions, and other rights conferred by ownership of the Company by
reason of being an Exchange Member. An Exchange Member shall have the status as
provided in Section 3(a)(3) of the Act or, where applicable, a Person operating pursuant to an
exemption from registration under the Act.

(m)“Exchange Member Nominating Committee” means the Exchange Member Nominating
Committee elected pursuant to the Operating Agreement.

(n) “Exchange Member Representative” means the Person identified to the Company by an
Exchange Member as the individual authorized to represent, vote, and act on behalf of the
Exchange Member. An Exchange Member may change its Exchange Member
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Representative or appoint a substitute for its Exchange Member Representative upon giving
notice thereof to the Company. An Exchange Member Representative of an Exchange
Member or a substitute shall be a member of senior management and a principal of the
Exchange Member.

(o) “Independent Director” means a Director who has no material relationship with (i) the
Company or any Affiliate of the Company or (i1) any Exchange Member or any Affiliate of
any Exchange Member.

(p) “Industry Member” means a member of any committee or hearing panel who has such
qualifications and experience in the securities industry as the Exchange so prescribes.

(q) with or provides professional services to the Exchange or any affiliate thereof or has had any
such relationship or provided any such services at any time within the prior three (3) years.

(r) “List of Candidates” shall have the meaning set forth in Article III, Section 4(e).

(s) “Member” means any Person who maintains a direct ownership interest in the Company by
way of membership units.

(t) “Nominating and Governance Committee”” means the Nominating and Governance
Committee elected pursuant to this Operating Agreement.

(u) “Owner Director” shall mean =~ >ctor n .anated by a Designating Owner pursuant to
Article III, Section 4(g) and elected by the Members of the Company.

(v) “Owner Exchange Member” means an Exchange Member that also maintains, directly or
indirectly, an ownership interest in the Company.

(w)“Participant” si. ! mean a P< son who has entered into a contractual agreement with an
Exchange Member for the purpose of effecting transactions in securities or submitting,
disseminating, or displaying orders.

(x) “Person” means any individual, partnership, joint stock company, corporation, entity,
association, trust, limited liability company, joint venture, unincorporated organization, and
any government, governmental department or agency or political subdivision of any
government.

(y) “Person Associated with an Exchange Member” or “Associated Person of an Exchange
Member” means any Exchange Member, officer, or director of an Exchange Member (or
other Person occupying a similar status or performing similar functions), any Person directly
or indirectly controlling, controlled by, or under common control with, such Exchange
Member or any employee of such Exchange Member, except that any Person Associated with
an Exchange Member whose functions are solely clerical or ministerial shall not be included
in the meaning of such term.
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(z) “Petition Candidates” shall have the meaning set forth in Article III, Section 4(c).

(aa)  “Petition Date” means a date at least thirty-five (35) days before the date announced as
the date for the annual meeting of Members.

(bb)  “Petition Deadline” shall have the meaning set forth in Article III, Section 4(c).

(cc)  “Qualified Clearing Agency” means a clearing agency registered with the Commission
pursuant to Section 17A of the Act.

(dd) ‘Rules” or “Exchange Rules” shall have the same meaning as set forth in Section
3(a)(27) of the Act, with respect to the Company.

CSRO 1mean ‘e g 0 Nroani 1on> defined 1n-Seection A
o2 aNw d OHHateo d aS5—d S . O d S

(ee) : L C Orgd g
Aet-or LVERO” means an entity exercising self-regulatory powers pursuant to an
exemption from registration under the Act.

(ff)  “Statutory Disqualification” shall have the meaning set forth in Section 3(a)(39) of the
Act.

(gg) “Subscriber” shall mean a Person who has entered into a contractual agreement with an
Exchange Member for the purpose of effecting transactions in securities or submitting,
disseminating, or displaying orders.

(hh)  “System” shall mean the electronic communications facility designated by the Board
through which securities of Exchange Members are quoted, transactions reported, or orders
routed for execution.

Definitions apply equally to both the singular and plural forms of the defined terms. The
terms “include” and “including” and other words of similar import shall be deemed to be
followed by the phrase “without limitation.” The terms “herein,” “hereof,” and “hereunder”
and other words of similar import refer as a whole and not to any particular section or subsection.
The headings appear as a matter of convenience only and shall not affect the interpretation.

CHAPTER II. MEMBERS OF THE EXCHANGE

Rule 2.1. Rights, Privileges and Duties of Exchange Members

Unless otherwise provided in the Exchange Rules or the Operating Agreement of the Exchange,
each Exchange Member shall have the rights, privileges and duties of any other Exchange
Member.

Rule 2.2. Obligations of Exchange Members and the Exchange

In addition to all other obligations imposed by the Exchange in its Operating Agreement or the
Exchange Rules, all Exchange Members, as a condition of effecting securities transactions
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through the Exchange, shall agree to be regulated by the Exchange and shall recognize that the
Exchange is obligated to undertake to enforce compliance with the provisions of the Exchange
Rules, its Operating Agreement, its interpretations and policies and with the provisions of the
Act and regulations thereunder, and that, subject to orders and rules of the Commission, the
Exchange is required to discipline Exchange Members and Person(s) Associated with Exchange
Members for violations of the provisions of the Exchange Rules, its Operating Agreement, its
interpretations and policies and the Act and regulations thereunder, by expulsion, suspension,
limitation of activities, functions, and operations, fines, censure, being suspended or barred from
being associated with an Exchange Member, or any other fitting sanction.

Rule 2.3. Exchange Member Eligibility

Membership may be granted to a sole proprietor, partnership, corporation, limited liability
company or other organization or individual that has been approved by the Exchange. Except as
hereinafter provided, any Person may become a member of the Exchange, subject to the
completion of a membership application and compliance with such conditions as the Exchange,
under the direction of the Commission, prescribes.

Rule 2.4. Restrictions

(a) No Person may become an Exchange Member or continue as an Exchange Member in any
capacity on the Exchange where such Person is subject to a Statutory Disqualification, except
that a Person may become an Exchange Member or continue as an Exchange Member where,
pursuant to Rules 19d-1, 19d-2, 19d-- d 19h. of the Act, the Commission has issued an order
providing relief from such a disqualification and permitting such a Person to become or remain
an Exchange Member.

(b) No natural Person shall be admitted as, or be entitled to continue as, an Exchange Member or
an Associated Person of an Exchange Member, unless such natural Person meets the standards of
training, experience and competence as the Exchange may prescribe. Each Exchange Member
shall have the responsibility and duty to ascertain by investigation the good character, business
repute, qualifications and experience of any Person applying for registration with the Exchange
as an Associated Person of such Exchange Member.

(c) No Person shall be admitted as, or be entitled to continue as, a Member if he, she, or it:

(1) fails to comply with such financial responsibility and operational capability
requirements as may be established by the Exchange Rules;

(2) fails to adhere to the Exchange Rules relating to the maintenance of books and
records;

(3) fails to demonstrate to the Exchange adequate systems capability, capacity, integrity
and security necessary to conduct business through the Exchange;
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(4) is subject to any unsatisfied liens, judgments or unsubordinated creditor claims of a
material nature, which, in the absence of a reasonable explanation therefor, remain
outstanding for more than six months;

(5) has been subject to any bankruptcy proceeding, receivership or arrangement for the
benefit of creditors within the past three (3) years; or

(6) has engaged in an established pattern of failure to pay just debts or has defaulted,
without a reasonable explanation, on an obligation to a self-regulatory or limited volume
exempt regulatory organization, or any member of a self-regulatory or limited volume
exempt regulatory organization.

(d) No Person shall be admitted as an Exchange Member or as an Associated Person of an
Exchange Member where it appears that such Person has engaged, and there is a reasonable
likelihood that such Person again may engage, in acts or practices inconsistent with just and
equitable principles of trade.

(e) No Person shall become an Associated Person of an Exchange Member unless such Person
agrees:

(1) to supply the Exchange with such information with respect to such Person’s
relationships and dealings with the Exchange Member as may be specified by the
Exchange;

(2) to permit examination of such Person’s books and records by the Exchange to verify
the accuracy of any information so supplied; and

(3) to be regulated by the Exchange and to recognize that the Exchange is obligated to
undertake to enforce compliance with the provisions of the Exchange Rules, the
Operating Agre. ent, the interpretations and policies of the Exchange and the provisions
of the Act and the regulations thereunder.

Rule 2.6. Application Procedures for Membership
(a) Applications for membership shall be made to the Exchange and shall contain the following:

(1) An agreement to abide by, comply with, and adhere to the provisions of the
Exchange’s Certificate of Organization, its Operating Agreement, the Exchange Rules,
the policies, interpretations and guidelines of the Exchange and all orders and decisions
of the Exchange’s Board and penalties imposed by the Board, and any duly authorized
committee; provided, however, that such agreement shall not be construed as a waiver by
the applicant of any right to appeal as provided in the Act.

(2) An agreement to pay such dues, assessments, and other charges in the manner and
amount as shall from time to time be fixed by the Exchange.
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(3) An agreement that the Exchange and its officers, employees and members of its
Board and of any committee shall not be liable, except for willful malfeasance, to the
applicant or to any other Person, for any action taken by such Director, officer or
Member in his official capacity, or by any employee of the Exchange Member while
acting within the scope of his employment, in connection with the administration or
enforcement of any of the provisions of the Certificate of Organization, Operating
Agreement, Exchange Rules, policies, interpretations or guidelines of the Exchange or
any penalty imposed by the Exchange, its Board or any duly authorized committee.

(4) An agreement that, in cases where the applicant fails to prevail in a lawsuit or
administrative adjudicative proceeding instituted by the applicant against the Exchange or
any of its officers, Directors, committee members, employees or agents, to pay the
Exchange or any of its officers, directors, committee members, employees or agents, all
reasonable expenses, including attorneys’ fees, incurred by the Exchange in the defense
of such proceeding; provided, however, that such payment obligation shall not apply to
internal disciplinary actions by the Exchange or administrative appeals.

(5) An agreement to maintain and make available to the Exchange, its authorized
employees and its Board or committee members such books and records as may be
required to be maintained by the Commission or the Exchange Rules.

(6) Such other reasonable informatio. wiu. spect to the applicant as the Exchange may
require.

(b) Applications for association with an Exchange Member shall be made on Form U-4 or such
other form as the Exchange mAay prescribe and shall be delivered to the Exchange in such manner
as designated by the Exchange.

(c) If the Exchange is satisfied that the applicant is qualified for membership pursuant to the
provisions of this Chapter, the Exchange shall promptly notify, in writing, the applicant of such
determination, and the apy. shall be an Exchange Member.

(d) If the Exchange is not satisfied that the applicant is qualified for membership pursuant to the
provisions of this Chapter, the Exchange shall promptly notify the applicant of the grounds for
denying the applicant. The Board on its own motion may reverse the determination that the
applicant is not qualified for membership. If a majority of the Board specifically determines to
reverse the determination to deny membership, the Board shall promptly notify Exchange staff,
who shall promptly notify the applicant of the Board’s decision and shall grant membership to
the applicant. An applicant who has been denied membership may appeal such decision under
Chapter IX of the Exchange Rules governing Adverse Action.

(e) Except where, pursuant to Section 17(d) of the Act, the Exchange has been relieved of its
responsibility to review and act upon applications for Associated Person(s) of an Exchange
Member, the procedure set forth in this Chapter shall govern the processing of any such
applications.
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Rule 2.7. Revocation of Membership or Association with an Exchange Member

Exchange Members or Associated Person(s) of Exchange Members may effect approved
securities transactions through the Exchange only so long as they possess all the qualifications
set forth in the Exchange Rules. Except where, pursuant to Section 17(d) of the Act, the
Exchange has been relieved of its responsibility to monitor the continued qualifications of an
Exchange Member or an Associated Person of an Exchange Member, when the Exchange has
reason to believe that an Exchange Member or Associated Person of an Exchange Member fails
to meet such qualifications, the Exchange may act to revoke such Person’s membership or
association. Such action shall be instituted under, and governed by, Chapters VII and VIII of the
Exchange Rules and may be appealed under Chapter IX of the Exchange Rules governing
Adverse Action. In connection with any revocation of rights as an Exchange Member or
voluntary termination of rights as an Exchange Member pursuant to Rule 2.8, the Exchange
Member’s membership in the Exchange shall be cancelled.

Rule 2.8. Voluntary Termination of Rights as an Exchange Member

An Exchange Member may voluntarily terminate its rights as an Excha, _.e Member only by a
written resignation addressed to the Exchange’s Secretary or another officer designated by the
Exchange. Such resignation shall not take effect until thirty (30) days after all of the following
conditions have been satisfied: (i) receipt of  -<h written resignation; (i1) all indebtedness due the
Exchange shall have been paid in full; (iii) a 7 Ea. nge in sstigation or disciplinary action
brought against the Exchange Member has reached a final disposition; and (iv) any examination
of such Exchange Member in process is completed and all exceptions noted have been
reasonably resolved; provided, k* wever, hat the Board may declare a resignation effective at
any time.

Rule 2.9. Affiliation between Exchange and an Exchange Member

Without the prior approval of the Commission, the Exchange or any entity with which it is
affiliated shall not, directly or indirectly, acquire or maintain an ownership interest in an
Exchange Member. In addition, without the prior approval of the Commission, an Exchange
Member shall not be or become an affiliate of the Exchange, or an affiliate of any affiliate of the
Exchange. Nothing in this Rule 2.9 shall prohibit an Exchange Member from being or becoming
an affiliate of the Exchange, or an affiliate of any affiliate of the Exchange, solely by reason of
such Exchange Member or any officer, director, manager, managing member, partner or affiliate
of such Exchange Member being or becoming a Director pursuant to the Operating Agreement of
the Exchange.

CHAPTER III. EXCHANGE RULES OF PRACTICE
Rule 3.1. Business Conduct of Exchange Members

An Exchange Member, in the conduct of its business, shall observe high standards of commercial
honor and just and equitable principles of trade.
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Rule 3.2. Violations Prohibited

No Exchange Member shall engage in conduct in violation of the Act, the rules or regulations
thereunder, the Operating Agreement, Exchange Rules or any policy or written interpretation of
the Operating Agreement or Exchange Rules by the Board or an appropriate Exchange
committee. Every Exchange Member shall so supervise Person(s) Associated with the Exchange
Member as to assure compliance with those requirements.

Rule 3.3. Use of Fraudulent Devices

No Exchange Member shall effect any transaction in, or induce the purchase or sale of, any
security by means of any manipulative, deceptive or other fraudulent device or contrivance.

Rule 3.4. False Statements

No Exchange Member or applicant for membership, or Person Associated with an Exchange
Member or applicant, shall make any false statements or misrepresentations in any application,
report or other communication to the Exchange. No Exchange Member or Person Associated
with an Exchange Member shall make any false statement or misrepresentation to any Exchange
committee, officer, the Board or any designated self-regulatory organization in connection with
any matter within the jurisdiction of the Exchange.

Rule 3.5. Publication of Transactions and Quotations

No Exchange Member shall report to the Exchange or publish or cause to be published any
transaction as a purchase or sale of any security unless such Exchange Member believes that
such transaction was a bona fide purchase or sale of such security, and no Exchange Member
shall purport to quote the bid or asked price for any security, unless such Exchange Member
believes that such quotation represents a bona fide bid for, or offer of, such security.

Rule 3.6. Offers at Stated Prices

No Exchange Member shall make an offer to buy from or sell to any Person any security at a
stated price unless such Exchange Member or their Participant is prepared to purchase or sell, as
the case may be, at such price and under such conditions as are stated at the time of such offer to
buy or sell.

Rule 3.7. Payment Designed to Influence Market Prices, Other than Paid Advertising

No Exchange Member shall, directly or indirectly, give, permit to be given, or offer to give
anything of value to any Person for the purpose of influencing or rewarding the action of such
Person in connection with the publication or circulation in any newspaper, investment service or
similar publication of any matter which has, or is intended to have, an effect upon the market
price of any security; provided, that this Rule shall not be construed to apply to a matter which is
clearly identifiable as paid advertising.

10
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Rule 3.8. Disclosure on Confirmations

An Exchange Member, at or before the completion of each transaction with a Participant, shall
give or send to such Participant such written notification or confirmation of the transaction as is
required by Rule 10b-10 under the Act.

Rule 3.9. Disclosure of Control

An Exchange Member controlled by, controlling, or under common control with, the issuer of
any security, shall disclose to a Participant the existence of such control before entering into any
contract with or for such Participant for the purchase or sale or such security, and if such
disclosure is not made in writing, it shall be supplemented by the giving or sending of a written
disclosure to the Participant at or before completion of the transaction.

Rule 3.10. Discretionary Accounts and Solicited Transactions Prohibited

No Exchange Member shall effect any purchase or sale transactions with any discretionary
power or which was recommended or solicited by th- =xchange Memb. . All transactions
conducted shall be done on an unsolicited basis and each Exchange Member shall receive a
confirmation that such party initiating the transaction 1s not relying on the Exchange Member in
his, her, or its decision to purchase or sell a security.

Rule 3.11. Custody of Participant’s Securities or Funds

No Exchange Member shall take possession or control of securities or funds of a Participant.
Exchange Members shall only use transfer agents registered pursuant to Section 17A of the Act
and banks, as defined in Section 3(a)(6) of the Act. For transactions involving a central
counterparty, Exchange Members shall use a Qualified Clearing Agency.

Rule 3.12. Prohibition Against Guarantees

No Exchange Member shall guarantee, directly or indirectly, a Participant against loss in any
securities account of such Participant or in any securities transaction effected by the Exchange
Member with or for such Participant.

Rule 3.13. Sharing in Accounts

No Exchange Member shall share, directly or indirectly, in the profits or losses in any account of
a Participant.

Rule 3.14. Installment or Partial Payment Sales
(a) No Exchange Member shall take or carry any account or make a transaction for any

Participant under any arrangement which contemplates or provides for the purchase of any
security for the account of the Participant, or for the sale of any security to the Participant, where

11
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payment for the security is to be made to the Exchange Member by the Participant over a period
of time in installments or by a series or partial payments.

(b) No Exchange Member, whether acting as principal or agent, shall make, in connection with
any transaction referred to in this Rule, any agreement with his Participant under which such
Exchange Member shall be allowed to pledge or hypothecate any security involved in such
transaction in contravention of Commission Rules 8c-1 and 15¢3-3.

CHAPTER IV. BOOKS AND RECORDS
Rule 4.1. Requirements

Each Exchange Member shall make and keep books, accounts, records, memoranda and
correspondence in conformity with Section 17 of the Act and the rules thereunder, with all other
applicable laws and the rules, regulations and statements of policy promulgated thereunder, and
with Exchange Rules.

Rule 4.2. Furnishing of Records

Every Exchange Member shall furnish to the Exchange, upon request and in a time and manner
required by the Exchange, current copies of any financial information filed with the
Commission, as well as any records, files, or fina.. ~ 'infor. ation pertaining to transactions
executed through the Exchange. Further, the Exchange shall be allowed access, at any time, to
the books and records of the Exchange Member in order to obtain or verify information related to
transactions executed through the Exchange or activities relating to the Exchange.

Rule 4.3. Record of Written Complaints

(a) Each Exchange Member shall keep and preserve for a period of not less than five (5) years a
file of all written complaints of Participants and action taken by the Exchange Member in respect
thereof, if any. Further, for the first two (2) years of the five-year period, the Exchange Member
shall keep such file in a place readily accessible to examination or spot checks.

(b) A “complaint” shall mean any written statement of a Participant or any Person acting on
behalf of a Participant alleging a grievance involving the activities of an Exchange Member or
Person(s) under the control of the Exchange Member in connection with (1) the solicitation or
execution of any transaction conducted or contemplated to be conducted through the facilities of
the Exchange or (2) the disposition of securities or funds of that Participant which activities are
related to such a transaction.

Rule 4.4. Disclosure of Financial Condition
An Exchange Member shall make available for inspection by a Participant, upon request, the
information relative to such Exchange Member’s financial condition disclosed in its most recent

balance sheet prepared either in accordance with such Exchange Member’s usual practice or as
required by any State or Federal securities laws, or any rule or regulation thereunder. Further, an

12
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Exchange Member shall send to its Participants the statements required by Commission Rule
17a-5(c).

CHAPTER V. SUPERVISION
Rule 5.1. Written Procedures

Each Exchange Member shall establish, maintain and enforce written procedures which will
enable it to supervise properly the activities of Associated Person(s) of the Exchange Member
and to ensure their compliance with applicable securities laws, rules, regulations and statements
of policy promulgated thereunder, and with Exchange Rules.

Rule 5.2. Responsibility of Exchange Members

Final responsibility for proper supervision shall rest with the Exchange Member. The Exchange
Member shall designate a partner, officer or manager in each office of supervisory jurisdiction,
including the main office, to carry out the written supervisory procedures. A copy of such
procedures shall be kept in each such office.

Rule 5.3. Records

Each Exchange Member shall be responsible for making and keeping appropriate records for
carrying out the Exchange Member’s supervisory procedures.

Rule 5.4. Review of Activities
Each Exchange Member shall review the activities of each office.
Rule 5.5. Prevention of the Misuse of Material, Nonpublic Information

(a) Each Exchange Member m . establish, maintain and enforce written policies and procedures
reasonably designed, taking into consideration the nature of such Exchange Member’s business,
to prevent the misuse of material, non-public information by the Exchange Member or Person(s)
Associated with the Exchange Member. Exchange Members for whom the Exchange is the
Designated Examining Authority (“DEA”) that are required to file SEC Form X-17A-5 with the
Exchange on an annual or more frequent basis must file, contemporaneously with the submission
of the calendar year end Insider Trading and Securities Fraud Enforcement Act certifications,
compliance acknowledgements stating that the procedures mandated by this Rule have been
established, enforced and maintained. Any Exchange Member, or Associated Person who
becomes aware of a possible misuse of material, non-public information must promptly notify
the Exchange’s Surveillance Department.

(b) For purposes of this Rule 5.5, conduct constituting the misuse of material, non-public
information includes, but is not limited to, the following:

13
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(1) Trading in any securities issued by a corporation, or in any related securities or related
options or other derivative securities, while in possession of material, non-public
information concerning that issuer; or

(2) Trading in a security or related options or other derivative securities, while in
possession of material non-public information concerning imminent transactions in the
security or related securities; or

(3) Disclosing to another Person or entity any material, non-public information involving
a corporation whose shares are publicly traded or an imminent transaction in an
underlying security or related securities for the purpose of facilitating the possible misuse
of such material, non-public information.

(c) This Rule 5.5 requires that, at a minimum, each Exchange Méember establish, maintain, and
enforce the following policies and procedures:

(1) All Associated Person(s) must be advised in-writing of the prohibition against the
misuse of material, non-public information;

(2) All Associated Person(s) must sign attestations affirming their awareness of, and
agreement to abide by the aforementioned prohibitions. These signed attestations must
be maintained for at least three (3) years, the first two (2) years in an easily accessible
place;

(3) Each Member must receive and retain copies of trade confirmations and monthly
account statements for each brokerage account in which an Associated Person has a
direct or indirect financial interest or makes investment decisions. The activity in such
accounts should be reviewed at least quarterly by the Exchange Member for the purpose
of detecting the possible misuse of material, non-public information; and

(4) All Associated Person(s) must disclose to the Exchange Member whether they, or any
Person in whose account they have a direct or indirect financial interest, or make
investment decisions, are an officer, director or 10% shareholder in a company whose
shares are publicly traded. Any transaction in the stock (or option thereon) of such
company shall be reviewed to determine whether the transaction may have involved a
misuse of material non-public information. Maintenance of the foregoing policies and
procedures will not, in all cases, satisfy the requirements and intent of this Rule 5.5; the
adequacy of each Exchange Member’s policies and procedures will depend upon the
nature of such Exchange Member’s business.

Rule 5.6. Anti-Money Laundering Compliance Program
(a) Each Exchange Member shall develop and implement an anti-money laundering program

reasonably designed to achieve and monitor compliance with the requirements of the Bank
Secrecy Act (31 U.S.C. 5311, et seq.), and the implementing regulations promulgated thereunder

14
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by the Department of the Treasury. Each Exchange Member’s anti-money laundering program
must be approved, in writing, by a member of its senior management.

(b) The anti-money laundering programs required by the Rule shall, at a minimum:

(1) establish and implement policies and procedures that can be reasonably expected to
detect and cause the reporting of transactions required under 31 U.S.C. 5318(g) and the
implementing regulations thereunder;

(2) establish and implement policies and internal controls reasonably designed to achieve
compliance with the Bank Secrecy Act and the implementing regulations thereunder;

(3) provide for independent testing for compliance to be conducted by the Member’s
personnel or by a qualified outside party;

(4) designate, and identify to the Exchange (by nan._, title, -ailing address, e-mail
address, telephone number, and facsimile number), a Person(s) responsible for
implementing and monitoring the day-to-day operations and internal controls of the
program and provide prompt notification to the Exchange regarding any change in such
designation(s); and

(5) provide ongoing training for appropriate Person(s).
CHAPTER VI. EXTENSIONS OF CREDIT
Rule 6.1. Prohibitions and Exemptions

(a) An Exchange Member shall not knowingly effect a securities transaction through Exchange
facilities in a manner contrary to the regulations of the Board of Governors of the Federal
Reserve System.

(b) The use of margin or extension of any credit to a Participant shall be prohibited. All
securities shall be fully paid for by and registered in the name of the seller prior to sale; or such
other reasonable measures taken by the Exchange Member to evidence the ability of the seller to
deliver.

(c) No Exchange Member shall permit a Participant to make a practice, directly or indirectly, of
effecting transactions where the cost of securities purchased is met by the sale of the same
securities. No Exchange Member shall permit a Participant to make a practice of selling
securities with them which are to be received against payment where such securities were
purchased and are not yet paid for.

CHAPTER VII. SUSPENSION BY CHIEF REGULATORY OFFICER

Rule 7.1. Imposition of Suspension
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(a) An Exchange Member which fails or is unable to perform any of its contracts, or is insolvent
or is unable to meet the financial responsibility requirements of the Exchange, shall immediately
inform the Secretary in writing of such fact. Upon receipt of said notice, or whenever it shall
appear to the Chief Regulatory Officer (“CRO”) (after such verification and with such
opportunity for comment by the Exchange Member as the circumstances reasonably permit) that
an Exchange Member has failed to perform its contracts or is insolvent or is in such financial or
operational condition or is otherwise conducting its business in such financial or operational
condition or is otherwise conducting its business in such a manner that it cannot be permitted to
continue in business with safety to its Participants, creditors and other Exchange Members, the
CRO may summarily suspend the Exchange Member or may impose such conditions and
restrictions upon the Exchange Member as are reasonably necessary for the protection of
investors, the Exchange, the creditors and the Participants of such Exchange Member.

(b) An Exchange Member that does not pay any dues, fees, assessments, charges or other
amounts due to the Exchange within ninety (90) days after the same has become payable shall be
reported to the CRO, who may, after giving reasonable notice to the Exchange Member of such
arrearages, suspend the Exchange Member until payment is made. Should payment not be made
within six months after payment is due, the Exchange Member’s membership may be cancelled
by the Exchange.

(c) In the event of suspension of an Exchange Member, the Exchange shall give prompt notice of
such suspension to the Exchange Members. Unless the CRO shall determine that lifting the
suspension without further proceedings is appropriate, such suspension shall continue until the
Exchange Member is reinstated as provided in Rule 7.3 of this Chapter.

Rule 7.2. Investigation Following Suspension

Every Exchange Member suspended under the provisions of this Chapter shall immediately
make available every facility requested by the Exchange for the investigation of its affairs and
shall forthwith file with the Secretary a written statement covering all information requested,
including a complete list of creditors and the amount owing to each and a complete list of each
open long and short security position maintained by the Exchange Member and each of its
Participants. The foregoing includes, without limitation, the furnishing of such of the Exchange
Member’s books and records and the giving of such sworn testimony as may be requested by the
Exchange.

Rule 7.3. Reinstatement
An Exchange Member suspended under the provisions of this Chapter may apply for
reinstatement by a petition in accordance with and in the time provided for by the provisions of

the Exchange Rules relating to Adverse Action.

Rule 7.4. Failure to be Reinstated
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An Exchange Member suspended under the provisions of this Chapter who fails to seek or obtain
reinstatement in accordance with Rule 7.3 shall have its membership cancelled by the Exchange
in accordance with the Exchange’s Operating Agreement.

Rule 7.5. Termination of Rights by Suspension

An Exchange Member suspended under the provisions of this Chapter shall be deprived during
the term of its suspension of all rights and privileges conferred to it by virtue of its membership
in the Exchange.

Rule 7.6. Summary Suspension of Exchange Services

The CRO (after such verification with such opportunity for comment as the circumstances
reasonably permit) may summarily limit or prohibit (i) any Person from access to services
offered by the Exchange, if such Person has been and is expelled or suspended from any self-
regulatory or limited volume exempt regulatory organization or barred or suspended from being
associated with a member of any self-regulatory or limited volume exempt regulatory
organization or is in such financial or operating difficulty that the Exchange determines that such
Person cannot be permitted to do business with safety to investors, creditors, Exchange Members
or the Exchange; or (ii) a Person who is not an Exchange Member from access to services
offered by the Exchange, if such Person does not meet the qualification requirements or other
pre-requisites for such access and if such Person cannot be permitted to continue to have access
with safety to investors, creditors, Exchange Members and the Exchange. Any Person aggrieved
by any such summary action may seek review under the provisions of the Exchange Rules
relating to Adverse Action.

Rule 7.7. Commission Action

The Commission may stay any summary action taken pursuant to this Chapter on its own motion
or upon application by any Person aggrieved thereby made pursuant to Section 19(d) of the Act
and the rules thereunder.

CHAPTER VIII. DISCIPLINE
Rule 8.1. Disciplinary Jurisdiction

(a) An Exchange Member or a Person Associated with an Exchange Member (the
“Respondent”) who is alleged to have violated or aided and abetted a violation of any provision
of the Act or the rules and regulations promulgated thereunder, or any provision of the
Certificate of Organization, Operating Agreement or Rules of the Exchange, or any interpretation
thereof, or any resolution or order of the Board or appropriate Exchange committee, shall be
subject to the disciplinary jurisdiction of the Exchange under this Chapter, and after notice and
opportunity for a hearing may be appropriately disciplined by: expulsion; suspension; limitation
of activities, functions and operation; fine; censure; suspension or bar from association with an
Exchange Member or any other fitting sanction, in accordance with the provisions of this
Chapter.
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An individual Exchange Member, responsible party, or other Person Associated with an
Exchange Member may be charged with any violation committed by employees under his/her/its
supervision or by the Exchange Member with which he/she/it is associated, as though such
violation were his/her/its own. An Exchange Member organization may be charged with any
violation committed by its employees or by any other Person who is associated with such
Exchange Member organization, as though such violation were its own.

(b) Any Exchange Member or Person Associated with an Exchange Member shall continue to be
subject to the disciplinary jurisdiction of the Exchange following the termination of such
Person’s membership or association with an Exchange Member with respect to matters that
occurred prior to such termination; provided that written notice of the commencement of an
inquiry into such matters is given by the Exchange to such former Exchange Member or former
Associated Person within one year of receipt by the Exchange of the latest written notice of the
termination of such Person’s status as an Exchange Member or Person Associated with an
Exchange Member. The foregoing notice requirement does not apply to a Person who at any
time after a termination again subjects himself or herself to the disciplinary jurisdiction of the
Exchange by becoming an Exchange Member or a Person Associated with an Exchange
Member.

(c) A summary suspension or other action taken pursuant to Chapter VII of the Rules of the
Exchange shall not be deemed to be disciplinary action under this Chapter, and the provisions of
this Chapter shall not be applicable to such actio .

(d) The Exchange may contract with another self-regulatory organization to perform some or all
of the Exchange’s disciplinary functions. In that event, the Exchange shall specify to what
extent the Rules in this Chapter VIII shall govern Exchange disciplinary actions and to what
extent the rules of the other self-regulatory organization shall govern such actions.
Notwithstanding the fact that the Exchange may contract with another self-regulatory
organization to perform e or all of the Exchange’s disciplinary functions, the Exchange shall
retain ultimate legal responsibility for and control of such functions.

Rule 8.2. Complaint and Investigation

(a) Initiation of Investigation. The Exchange, or the designated self-regulatory organization,
when appropriate, shall investigate possible violations within the disciplinary jurisdiction of the
Exchange which are brought to its attention in any manner, or upon order of the Board, the CRO
or other Exchange officials designated by the CRO, or upon receipt of a complaint alleging such
violation.

(b) Report. In every instance where an investigation has been instituted as a result of a
complaint, and in every other instance in which an investigation results in a finding that there are
reasonable grounds to believe that a violation has been committed, a written report of the
investigation shall be submitted to the CRO by the Exchange’s staff or, when appropriate, by the
designated self-regulatory organization.
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(c) Requirement to Furnish Information and Right to Counsel. Each Exchange Member and
Person Associated with an Exchange Member shall be obligated upon request by the Exchange
to appear and testify, and to respond in writing to interrogatories and furnish documentary
materials and other information requested by the Exchange in connection with (i) an
investigation initiated pursuant to paragraph (a) of this Rule or (ii) a hearing or appeal conducted
pursuant to this Chapter or preparation by the Exchange in anticipation of such a hearing or
appeal. No Exchange Member or Person associated with an Exchange Member shall impede or
delay an Exchange investigation or proceeding conducted pursuant to this Chapter nor refuse to
comply with a request made by the Exchange pursuant to this paragraph. An Exchange Member
or Person Associated with an Exchange Member is entitled to be represented by counsel during
any such Exchange investigation, proceeding or inquiry.

(d) Notice, Statement and Access. Prior to submitting its report, the staff shall notify the
Person(s) who is the subject of the report (hereinafter “Subject’) of the general nature of the
allegations and of the specific provisions of the Act, rules and regulations promulgated
thereunder, or provisions of the Certificate of Organization, Operating Agreement or Rules of the
Exchange or any interpretation thereof or any resolution of the Board, that appear to have been
violated. To assist a Subject in preparing such a written statement, he or she shall have access to
any documents and other materials in the investigative file of the Exchange that were furnished
by him or her or his or her agents.

(e) Failure to Furnish Information. Failure to furnish testimony, documentary evidence or other
information requested by the Exchange in the course of an Exchange inquiry, investigation,
hearing or appeal conducted pursuz . *his Ci pter or in the course of preparation by the
Exchange in anticipation of suck . heari : or appeal on the date or within the time period the
Exchange specifies shall be deem . bea violation of this Rule 8.2.

(f) Regulatory Cooperation. No Exchange Member or Person Associated with an Exchange
Member or other Person or entity subject to the jurisdiction of the Exchange shall refuse to
appear and testify before another exchange or other self-regulatory organization in connection
with a regulatory investigation, examination or disciplinary proceeding or refuse to furnish
testimony, documentary materials or other information or otherwise impede or delay such
investigation, examination or disciplinary proceeding if the Exchange requests such testimony,
documentary materials or other information in connection with an inquiry resulting from an
agreement entered into by the Exchange pursuant to subsection (g) of this Rule. The
requirements of this Rule 8.2(f) shall apply when the Exchange has been notified by another self-
regulatory organization of the request for testimony, documentary materials or other information
and the Exchange then requests in writing that an Exchange Member, Person Associated with an
Exchange Member or other Person or entity provide such testimony, documentary materials or
other information. Any Person or entity required to furnish testimony, documentary materials or
other information pursuant to this Rule 8.2(f) shall be afforded the same rights and procedural
protections as that Person or entity would have if the Exchange had initiated the request.

(g) Cooperative Agreements. The Exchange may enter into agreements with domestic and
foreign self-regulatory organizations providing for the exchange of information and other forms
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of mutual assistance or for market surveillance, investigative, enforcement or other regulatory
purposes.

Rule 8.3. Expedited Proceeding

Upon receipt of the notification required by Rule 8.2(d), a Subject may seek to dispose of the
matter through a letter of consent signed by the Subject. If a Subject desires to attempt to
dispose of the matter through a letter of consent, the Subject must submit to the staff within
fifteen (15) days from the date of the notification required by Rule 8.2(d) a written notice
electing to proceed in an expedited manner pursuant to this Rule 8.3. The Subject must then
endeavor to reach agreement with the Exchange’s staff upon a letter of consent which is
acceptable to the staff and which sets forth a stipulation of facts and findings concerning the
Subject’s conduct, the violation(s) committed by the Subject and the sanction(s) therefor. The
matter can only be disposed of through a letter of consent if the staff and the Subject are able to
agree upon terms of a letter of consent which are acceptable to the staff and the letter is signed
by the Subject. At any point in the negotiations regarding a letter of consent, either the staff may
deliver to the Subject or the Subject may deliver to the staff a written declaration of an end to the
negotiations. If the letter of consent is accepted by the CRO, the Exchange may adopt the letter
as its decision and shall take no further action against the Subject respecting the matters that are
the subject of the letter. If the letter of consent is rejected by the CRO, the matter shall proceed
as though the letter had not been submitted.- Upon rejection, the Subject will then have fifteen
(15) days to submit a written statement pursuant to Rule 8.2(d). The CRO’s decision to accept or
reject a letter of consent shall be final, and a Subject may not seek review thereof.

Rule 8.4. Charges

(a) Determination Not to Initiate Charges. Whenever it shall appear to the CRO from the
investigation report that no probable cause exists for finding a violation within the disciplinary
jurisdiction of the Exchange, or whenever the CRO otherwise determines that no further
proceedings are warranted, he or she shall issue a written statement to that effect setting forth the
reasons for such finding.

(b) Initiation of Charges. Whenever it shall appear to the CRO that there is probable cause for
finding a violation within the disciplinary jurisdiction of the Exchange and that further
proceedings are warranted, the CRO shall direct the issuance of a statement of charges against
the Respondent specifying the acts in which the Respondent is charged to have engaged and
setting forth the specific provisions of the Act, rules and regulations promulgated thereunder,
Operating Agreement, Exchange Rules, interpretations or resolutions of which such acts are in
violation. A copy of the charges shall be served upon the Respondent in accordance with Rule
8.12.

Rule 8.5. Answer
The Respondent shall have fifteen (15) business days after service of the charges to file a written

answer thereto. The answer shall specifically admit or deny each allegation contained in the
charges, and the Respondent shall be deemed to have admitted any allegation not specifically
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denied. The answer may also contain any defense which the Respondent wishes to submit and
may be accompanied by documents in support of his answer or defense. In the event the
Respondent fails to file an answer within the time provided, the charges shall be considered to be
admitted.

Rule 8.6. Hearings

(a) Selection of Hearing Panel. Subject to Rule 8.7, concerning summary proceedings, a hearing
on the charges shall be held before a panel of three (3) hearing officers (the “Hearing Panel”)
appointed by the Chief Executive Officer. Each Hearing Panel shall be comprised as follows: (i)
a professional hearing officer, who shall serve as Chairman of the Hearing Panel, (ii) a hearing
officer who is an Industry Member, and (iii) a hearing officer who is a Member Representative
(each a “Hearing Officer”). Prospective Hearing Officers shall be required to disclose to the
Exchange their employment history for the past ten (10) years, any past or current material
business or other financial relationships with the Exchange or any members of the Exchange, and
any other information deemed relevant by the Exchange. Such disclosures relating to the
particular Hearing Officers selected by the Chief Executive Officer shall be provided to the
Respondent upon request after the selection of the Hearing Panel. In selecting Hearing Officers
for a particular matter, the Chief Executive Officer should give reasonable consideration to the
prospective Hearing Officers’ professional competence and reputation, experience in the
securities industry, familiarity with the subject matter involved, the absence of bias and any
actual or perceived conflict of interest, and any other relevant factors.

(b) Impartiality of Hearing Officers. When any Hearing Officer considers a disciplinary matter
he or she is expected to function impartially and independently of the staff members who
prepared and prosecuted the charges, Exchange counsel may assist the Hearing Panel in
preparing its written recommendations or judgments. Within fifteen (15) days of the
appointment of the Hearing Panel, the Respondent may move for disqualification of any Hearing
Officer sitting on such Panel based upon bias or conflict of interest. Such motions shall be made
in writing and state with specificity the facts and circumstances giving rise to the alleged bias or
conflict of interest. The motion papers shall be filed with the Hearing Panel and the Secretary of
the Exchange. The Exchange may file a brief in opposition to the Respondent’s motion within
fifteen (15) days of service thereof. The Hearing Panel shall rule upon such motion no later than
thirty (30) days from filing by the Respondent. Prior adverse rulings against the Respondent or
Respondent’s attorney in other matters shall not, in and of themselves, constitute grounds for
disqualification. If the Hearing Panel believes the Respondent has provided satisfactory
evidence in support of the motion to disqualify, the applicable Hearing Officer shall remove
himself or herself and request the Chief Executive Officer to reassign the hearing to another
Hearing Officer such that the Hearing Panel still meets the compositional requirements described
in Rule 8.6(a). If the Hearing Panel determines that the Respondent’s grounds for
disqualification are insufficient, it shall deny the Respondent’s motion for disqualification by
setting forth the reasons for the denial in writing and the Hearing Panel will proceed with the
hearing. The ruling by the Hearing Panel on such motions shall not be subject to interlocutory
review.
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(c) Notice and List of Documents. Participants shall be given at least fifteen (15) business days’
notice of the time and place of the hearing and a statement of the matters to be considered
therein. All documentary evidence intended to be presented in the hearing by the Respondent,
the Exchange, or the designated self-regulatory authority must be received by the Hearing Panel
at least eight (8) days in advance of the hearing or it may not be presented in the hearing. The
parties shall furnish each other with a list of all documents submitted for the record not less than
four (4) business days in advance of the hearing, and the documents themselves shall be made
available to the parties for inspection and copying.

(d) Conduct of Hearing. The Hearing Panel shall determine all questions concerning the
admissibility of evidence and shall otherwise regulate the conduct of the hearing. Formal rules
of evidence shall not apply. The charges shall be presented by a representative of the Exchange
or the designated self-regulatory authority who, along with the Respondent, may present
evidence and produce witnesses who shall testify under oath and are subject to being questioned
by the Hearing Panel and opposing parties. The Respondent is entitled to be represented by
counsel who may participate fully in the hearing. A transcript of the hearing shall be made and
shall become part of the record.

Rule 8.7. Summary Proceedings

Notwithstanding the provisions of Rule 8.6 .0f this Chapter, the CRO may make a determination
without a hearing and may impose a penalty as to violations which the Respondent has admitted
or charges which the Respondent has failed to answer or which otherwise are not in dispute.
Notice of such summary determination, specifying the violations and penalty, shall be served
upon the Respondent, who shall have ten (10) business days from the date of service to notify the
CRO that he desires a hearing upon all or a portion of any charges not previously admitted or
upon the penalty. Failure to so notify the CRO shall constitute an admission of the violations
and acceptance of the penalty as determined by the CRO and a waiver of all rights of review. If
the Respondent requests a hearing, the matters which are the subject of the hearing shall be
handled in accordance with the hearing and review procedures of this Chapter.

Rule 8.8. Offers of Settlement

(a) Submission of Offer. At any time during the course of any proceeding under this Chapter,
the Respondent may submit to the CRO a written offer of settlement which shall contain a
proposed stipulation of facts and shall consent to a specified penalty. Where the CRO accepts an
offer of settlement, he or she shall issue a decision, including findings and conclusions and
imposing a penalty, consistent with the terms of such offer. Where the CRO rejects an offer of
settlement, he or she shall notify the Respondent and the matter shall proceed as if such offer had
not been made, and the offer and all documents relating thereto shall not become part of the
record. A decision of the CRO issued upon acceptance of an offer of settlement as well as the
determination of the CRO whether to accept or reject such an offer shall become final twenty
(20) business days after such decision is issued, and the Respondent may not seek review
thereof.
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(b) Submission of Statement. A Respondent may submit with an offer of settlement a written
statement in support of the offer. In addition, if the staff will not recommend acceptance of an
offer of settlement before the CRO, a Respondent shall be notified and may appear before the
CRO to make an oral statement in support of his/her offer. Finally, if the CRO rejects an offer
that the staff supports, a Respondent may appear before the CRO to make an oral statement
concerning why he/she believes the CRO should change his or her decision and accept
Respondent’s offer, and if Respondent makes such appearance, the staff may also appear before
the CRO to make an oral statement in support of its position. A Respondent must make a request
for such an appearance within five (5) days of being notified that the offer was rejected or that
the staff will not recommend acceptance.

Rule 8.9. Decision

Following a hearing conducted pursuant to Rule 8.6 of this Chapter, the Hearing Panel shall
prepare a decision in writing, based solely on the record, determining whether the Respondent
has committed a violation and imposing the penalty, if any, therefor. The decision shall include
a statement of findings and conclusions, with the reasons therefor, upon all material issues
presented on the record. Where a penalty is imposed, the decision shall include a statement
specifying the acts or practices in which the Respondent has been found to have engaged and
setting forth the specific provisions of the Act, rules and regulations promulgated thereunder, the
Operating Agreement, Exchange Rules, interpretations or resolutions of which the acts are
deemed to be in violation. The Respondent shall promptly be sent a copy of the decision.

Rule 8.10. Review

(a) Petition. The Respondent shall have ten (10) days after service of notice of a decision made
pursuant to Rule 8.9 of this Chapter to petition for review thereof. Such petition shall be in
writing and shall specify the findings and conclusions to which exceptions are taken together
with reasons for such exceptions. Any objections to a decision not specified by written
exception shall be considered to have been abandoned.

(b) Conduct of Review. The review shall be conducted by the Appeals Committee of the Board.
Unless the Appeals Committee shall decide to open the record for introduction of evidence or to
hear argument, such review shall be based solely upon the record and the written exceptions filed
by the parties. The Appeals Committee’s decision shall be in writing and shall be final.

(c) Review on Motion of Board. The Board may on its own initiative order review of a decision
made pursuant to Rule 8.7, 8.8, or 8.9 of this Chapter within twenty (20) business days after
issuance of the decision. Such review shall be conducted in accordance with the procedure set
forth in paragraph (b) of this Rule.

(d) Review of Decision Not to Initiate Charges. Upon application made by the Chief Executive
Officer within thirty (30) days of a decision made pursuant to Rule 8.4(a) of this Chapter, the
Board may order review of such decision. Such review shall be conducted in accordance with
the procedures set forth in paragraph (b), as applicable.
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Rule 8.11. Effective Date of Judgment

Penalties imposed under this Chapter shall not become effective until the review process is
completed or the decision otherwise becomes final. Pending effectiveness of a decision
imposing a penalty on the Respondent, the CRO, Hearing Panel or committee of the Board, as
applicable, may impose such conditions and restrictions on the activities of the Respondent as he,
she or it considers reasonably necessary for the protection of investors, creditors and the
Exchange.

Rule 8.12. Miscellaneous Provisions

(a) Service of Notice. Any charges, notices or other documents may be served upon the
Respondent either personally or by leaving the same at his place of business or by deposit in the
United States post office, postage prepaid, by registered or certified mail addressed to the
Respondent at his last known place of business.

(b) Extension of Time Limits. Any time limits imposed under this Chapter for the submission of
answers, petitions or other materials may be extended by permission of the authority at the
Exchange to whom such materials are to be submitted.

(c) Reports and Inspection of Books for Purpose of Investigating Complaints. For the purpose of
any investigation or determination as to the filing of a complaint, or any hearing of any
complaint against any Exchange Member or any Person Associated with an Exchange Member,
the Exchange’s staff, CRO, Board or designated self-regulatory organization shall have the right
(1) to require any Exchange Member to report orally or in writing with regard to any matter
involved in any such investigation or hearing, and (2) to investigate the books, records and
accounts of any such Exchange Member with relation to any matter involved in any such
investigation or hearing: No Exchange Member shall refuse to make any report as required in
this Rule, or refuse to permit any inspection of books, records and accounts as may be validly
called for under this Rule.

Rule 8.13. Costs of Proceedings

Any Exchange Member disciplined pursuant to this Chapter shall bear such part of the costs of
the proceedings as the CRO or the Board deems fair and appropriate in the circumstances.

Rule 8.14. Agency Review

Actions taken by the Exchange under this Chapter shall be subject to the review and action of
any appropriate regulatory agency under the Act.

Rule 8.15. Imposition of Fines for Minor Violation(s) of Rules
(a) In lieu of commencing a disciplinary proceeding as described in Rules 8.1 through 8.13, the

Exchange may, subject to the requirements set forth in this Rule, impose a fine, not to exceed
$2,500, on any Exchange Member, Associated Person of an Exchange Member, or employee of
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an Exchange Member, for any violation of a Rule of the Exchange, which violation the
Exchange shall have determined is minor in nature. The Exchange may aggregate individual
violations of particular rules and treat such violations as a single offense, provided that such
aggregation is based upon a comprehensive automated surveillance program. In other instances,
the Exchange may, if no exceptional circumstances are present, impose a fine based upon a
determination that there exists a pattern or practice of violative conduct. The Exchange also may
aggregate similar violations generally if the conduct was unintentional, there was no injury to
public investors, or the violations resulted from a single systemic problem or cause that has been
corrected. Any fine imposed pursuant to this Rule and not contested shall not be publicly
reported, except as may be required by Rule 19d-1 under the Act or as may be required by any
other regulatory authority.

(b) In any action taken by the Exchange pursuant to this Rule, the Person against whom a fine is
imposed shall be served (as provided in Rule 8.12) with a written statement, signed by an
authorized officer of the Exchange, setting forth (i) the Rule or Rules alleged to have been
violated; (ii) the act or omission constituting each such violation; (iii) the fine imposed for each
such violation; and (iv) the date by which such determination becomes final and such fine
becomes due and payable to the Exchange, or such determination must be contested as provided
in paragraph (d) below, such date to be not less than fifteen (15) business days after the date of
service of the written statement.

(c) If the Person against whom a fine is imposed pursuant to this Rule pays the fine, such
payment shall be deemed to be a waiver by such Person of such Person’s right to a disciplinary
proceeding under Rules 8.1 through 8.13 and any review of the matter by the Appeals
Committee or by the Board.

(d) Any Person against whom a fine is imposed pursuant to this Rule may contest the Exchange’s
determination by filing with the Exchange not later than the date by which such determination
must be contested, a written response meeting the requirements of an Answer as provided in
Rule 8.5 at which point the matter shall become a disciplinary proceeding subject to the
provisions of Rules 8.1 through 8.13. In any such disciplinary proceeding, if the Hearing Panel
determines that the Person charged is guilty of the rule violation(s) charged, the Hearing Panel
shall (1) be free to impose any one or more disciplinary sanctions and (ii) determine whether the
rule violation(s) is minor in nature. The Person charged and the Board of the Exchange may
require a review by the Board of any determination by the Hearing Panel by proceeding in the
manner described in Rule 8.10.

(e) The Exchange shall prepare and announce to its Exchange Members from time to time a
listing of the Exchange Rules as to which the Exchange may impose fines as provided in this
Rule. Such listing shall also indicate the specific dollar amount that may be imposed as a fine
hereunder with respect to any violation of any such Rule or may indicate the minimum and
maximum dollar amounts that may be imposed by the Exchange with respect to any such
violation. Nothing in this rule shall require the Exchange to impose a fine pursuant to this rule
with respect to the violation of any Rule included in any such listing.
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Rule 8.16. Ex Parte Communications
(a) Unless on notice and opportunity for all parties to participate:

(1) No Respondent or Exchange staff member shall make or knowingly cause to be made
an ex parte communication relevant to the merits of a proceeding to any Hearing Officer,
any member of the Board of Directors or a member of a committee of the Board who is
participating in a decision with respect to that proceeding (an “Adjudicator’); and

(2) No Adjudicator shall make or knowingly cause to be made to a Respondent or
Exchange staff member an ex parte communication relevant to the merits of that
proceeding.

(b) An Adjudicator who receives, makes, or knowingly causes to be made a communication
prohibited by this Rule shall place in the record of the proceeding:

(1) all such written communications;
(2) memoranda stating the substance of all such oral communications; and

(3) all written responses and memoranda stating the substance of all oral responses to all
such communications.

(c) If a prohibited ex parte communication has occurred, the Board of Directors or a committee
thereof may take whatever actionitd ns appropriate in the interests of justice, the policies
underlying the Act, and the Exchange Operating Agreement and Rules, including dismissal or
denial of the offending party’s interest or claim. All participants to a proceeding may respond to
any allegations or contentions contained in a prohibited ex parte communication placed in the
record. Such responses shall be placed in the record.

(d) The prohibitions of this Rule shall apply beginning with the initiation of an investigation as
provided in Rule 8.2(a), unless the Person responsible for the communication has knowledge that
the investigation shall be initiated; in which case the prohibitions shall apply beginning at the
time of his or her acquisition of such knowledge.

CHAPTER IX. ADVERSE ACTION
Rule 9.1. Scope of Chapter

This Chapter provides the procedure for Person(s) who are or are about to be aggrieved by
Adverse Action, including, but not limited to, those Person(s) who have been denied membership
in the Exchange, barred from becoming associated with an Exchange Member, or prohibited or
limited with respect to Exchange services pursuant to the Operating Agreement or the Rules of
the Exchange (other than disciplinary action for which review is provided in Chapter VIII and
from which there is no Exchange review), to apply for an opportunity to be heard and to have the
complained of action reviewed.
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Rule 9.2. Submission and Time Limitation on Application to Exchange

A Person who is or will be aggrieved by any action of the Exchange within the scope of this
Chapter and who desires to have an opportunity to be heard with respect to such action shall file
a written application with the Exchange within fifteen (15) business days after being notified of
such action. The application shall state the action complained of and the specific reasons why
the applicant takes exception to such action and the relief sought. In addition, if the applicant
intends to submit any additional documents, statements, arguments or other material in support
of the application, the same should be so stated and identified.

Rule 9.3. Procedure Following Applications for Hearing

(a) Appeals Committee. Applications for hearing and reviewing shall be referred promptly by
the Exchange to the Appeals Committee. A record of the proceedings shall be kept.

(b) Documents. The Appeals Committee will set a hear” g date and s -l be furnished with all
materials relevant to the proceedings at least seventv' wo (72) hours pr: . to the date of the
hearing. Each party shall have the right to inspect and copy the other party’s materials prior to
the hearing. Hearings shall be held promptly, particularly in the case of a summary suspension
pursuant to Chapter VII of these Rules.

Rule 9.4. Hearing and Decision

(a) Participants. The parties to the h aring shall consist of the applicant and a representative of
the Exchange who shall present the reasons for the action taken by the Exchange which allegedly
aggrieved the applicant.

(b) Counsel. The applicant is entitled to be accompanied, represented and advised by counsel at
all stages of the proceedings.

(c) Conduct of Hearing. The Appeals Committee shall determine all questions concerning the
admissibility of evidence and shall otherwise regulate the conduct of the hearing. Each of the
parties shall be permitted to make an opening statement, present witnesses and documentary
evidence, cross-examine opposing witnesses and present closing arguments orally or in writing
as determined by the panel. The Appeals Committee also shall have the right to question all
parties and witnesses to the proceeding and a record shall be kept. The formal rules of evidence
shall not apply.

(d) Decision. The decision of the Appeals Committee shall be made in writing and shall be sent
to the parties to the proceeding. Such decisions shall contain the reasons supporting the

conclusions of the panel.

Rule 9.5. Review
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(a) Petition. The decision of the Appeals Committee shall be subject to review by the Board
either on its own motion within twenty (20) business days after issuance of the decision or upon
written request submitted by the applicant below, or by the CRO of the Exchange, within fifteen
(15) business days after issuance of the decision. Such petition shall be in writing and shall
specify the findings and conclusions to which exceptions are taken together with the reasons for
such exceptions. Any objection to a decision not specified by written exception shall be
considered to have been abandoned and may be disregarded. Parties may petition to submit a
written argument to the Board and may request an opportunity to make an oral argument before
the Board. The Board shall have sole discretion to grant or deny either request.

(b) Conduct of Review. The review shall be conducted by the Board. The review shall be made
upon the record and shall be made after such further proceedings, if any, as the Board may order.
Based upon such record, the Board may affirm, reverse or modify, in whole or in part, the
decision below. The decision of the Board shall be in writing, shall be sent to the parties to the
proceeding and shall be final.

Rule 9.6. Miscellaneous Provisions

(a) Service of Notice. Any notices or other documents may be served upon the applicant either
personally or by leaving the same at his place of business or by deposit in the United States post
office, postage prepaid, by registered or certified mail, addressed to the applicant at his last
known business or residence address.

(b) Extension of Time Limits. Anv' __ e limits imposed under this Chapter for the submission of
answers, petitions or other materials m y be extended by permission of the Exchange. All
papers and documents relating to review by the Appeals Committee or the Board must be
submitted to the Exchange.

Rule 9.7. Agency Review

Actions taken by the Exchange under this Chapter shall be subject to the review and action of
any appropriate regulatory agency under the Act.

CHAPTER X. TRADING RULES
Rule 10.1. Hours of Trading and Trading Days

Orders may be conducted through the Exchange at any time. An Exchange Member shall
determine such times and hours of operation as each deems appropriate.

Rule 10.2. Trading Halts
(a) The Chief Executive Officer or the Board of the Exchange shall have the power to halt,
suspend trading in any and all securities traded through the Exchange, to close some or all

Exchange facilities, and to determine the duration of any such halt, suspension, or closing, when
he deems such action necessary for the maintenance of fair and orderly markets, the protection of
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investors, or otherwise in the public interest; including special circumstances such as (1) actual
or threatened physical danger, severe climatic conditions, civil unrest, terrorism, acts of war, or
loss or interruption of facilities utilized by the Exchange, (2) a request by a governmental agency
or official, (3) a period of mourning or recognition for a Person or event; or (4) the operation of
circuit breaker procedures to halt or suspend trading in securities trading through the Exchange.

(b) The Exchange shall further be permitted to halt trading where a determination is made by the
Exchange or an Exchange Member that there are matters relating to the security or issuer that
have not been adequately disclosed to the public, or that there are regulatory problems relating to
the security which should be clarified before trading is permitted to continue. An Exchange
Member shall report to the Exchange any such material event in which it reasonably believes
would warrant the halting of trading of an issuer or security.

Rule 10.3. Transactions and Securities Eligible for Trading

Any security shall be eligible for trading through the Exchc ige. Each Exchange Member shall
take reasonable steps to verify that each transaction submitted through its own system is either
registered pursuant to an effective registration statement under the Securities Act of 1933 or
exempt from registration thereunder. Prior to the initial or resumption of quotations in a
security, an Exchange Member shall further comply with the requirements set forth in Rule
15¢2-11 of the Act, except such requirement that would otherwise limit the rule’s application or
require registration as a Broker or Dealer.

Rule 10.4. Access
The System shall be available for use by all Exchange Members.
Rule 10.5. Off-Order-Book Trades
All transactions on the Exchange shall be on an off-order-book trading basis. Each Member
shall maintain its own automated matching system or electronic order book. However, the Rules
of the Exchange will apply to all transactions conducted by an Exchange Member. All Exchange
Member trades are subject to reporting to the Exchange in accordance with the provisions of
Rule 10.10.
Rule 10.6. Orders and Modifiers.
Participants may enter, through an Exchange Member, the following orders into the System:
(a) General Order Types.

(1) Limit Order. An order to buy or sell a stated amount of a security at a specified

price or better. A limit order to buy or sell will remain active until executed or cancelled
by the Participant. Limit orders may be entered in odd or mixed lots.
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(2) Market Order. An order to buy or sell a stated amount of a security at a specified
price on an Exchange Member’s electronic order book. A market order to buy or sell
shall be immediately executed or cancelled. Market orders may be entered in odd or
mixed lots.

(b) Other Types of Orders and Order Modifiers.

(1) Post Only Order. An order that is to be ranked and executed on the Exchange
Member’s electronic order book or cancelled, as appropriate, without routing away to
another Exchange Member’s electronic order book.

(2) Destination Specific Order. An order that instructs the System to route the order
to a specified Exchange Member’s electronic order book other than the order book in
which it was entered.

Rule 10.7. Units of Trading.

One hundred (100) shares shall constitute a “round lot,” any amount less than one hundred (100)
shares shall constitute an “odd lot,” and any amount greater than on hundred (100) shares, that is
not a multiple of a round lot, shall constitute a “mixed lot.”

Rule 10.8. Priority of Orders; Display of Quotations.

(a) Ranking. Orders of Participants shall be ranked and maintained in the Exchange Member’s
electronic order book based on the following priority:

(1) The highest-priced order to buy (or lowest-priced order to sell) shall have priority
over all other orders to buy (or orders to sell) in all cases.

(2) Subject to the execution process described below, where orders to buy (or sell) are
made at the same price, the order clearly established as the first entered into the System at
such particular price shall have precedence at that price.

3) Any modification to an order, including an increase in the size of the order and/or
price change, will result in such order losing priority as compared to other orders and the
timestamp for such order being revised to reflect the time of the modification.

(b) Dissemination. All order(s) to buy and order(s) to sell and the aggregate size of such orders
associated with such prices shall be collected and made available to the Exchange for public
dissemination, unless such dissemination would otherwise serve to deprive reliance upon an

exemption from registration under the Securities Act of 1933.

Rule 10.9. Order Execution.
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(a) Orders shall be matched for execution pursuant to the instructions of the Participant, as
provided in Rule 10.6, and on such Exchange Member’s electronic order book, unless designated
as a Destination Specific Order and routed to another Exchange Member’s electronic order book.

(1) An incoming order to buy will be automatically executed to the extent that it is
priced at an amount that equals or exceeds any order to sell.

(2)  An incoming order to sell will be automatically executed to the extent that it is
priced at an amount that equals or is less than any other order to buy.

(b) Pursuant to Rule 10.6(b), an order shall be designated as a Post Only Order or a Destination
Specific Order. A Destination Specific Order will be routed to the Exchange Member’s
electronic order book designated and entered as a Limit Order or Market Order in accordance
with Rule 10.6(a).

(c) All orders shall only be executed in their entirety.

(d) Priority and Execution of Routed Orders. Orders routed by the System will receive the
priority when such order is received by the recipient Exchange Member for execution. Once
routed by the System, an order becomes subject to the rules and procedures of the destination
Exchange Member, including, but not limited to, procedures for clearance and settlement.

Rule 10.10. Trade Reports
(a) Trade reports to the Exchange must contain the following information, at a minimum:

(1) identification of the Exchange Member;

(2) identification of both the purchaser and seller of the security;

(3) time of the transactiou;

(4) the issuer and description of the securities transacted;

(5) quantity and purchase price;

(6) description of the manner of clearance (central counterparty or not);

(7) time period contracted for settlement; and the

(8) designated transfer and bank escrow agent or the Qualified Clearing Agency.

(b) Trade reports shall be submitted to the Exchange on a daily basis and at such time intervals as
determined or requested by the Exchange.

Rule 10.11. Trades Involving a Central Counterparty
For transactions conducted by an Exchange Member with a central counterparty, the central
counterparty shall conclude two separate contracts: one with the buying Participant as the seller,

and one with the selling Participant as the buyer. Any central counterparty shall be a Qualified
Clearing Agency.
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Rule 10.12. Trades not Involving a Central Counterparty

(a) For transactions conducted by an Exchange Member without a central counterparty, a trade
shall give rise to a direct contractual relationship between the Participants concerned. The
contracting parties shall bear the counterparty risk.

(b) The Exchange Member shall take reasonable measures to protect funds and securities,
including the appointment of a bank escrow agent and appropriate procedures for the registration
and transfer of securities.

Rule 10.13. Clearance and Settlement; Anonymity

(a) Each Exchange Member must either (1) be a member of a Qualified Clearing Agency, or (2)
permit the entry of transactions directly between Participants of the Exchange Member.

(b) Exchange Members are prohibited from taking possession, custody, or control of Participant
funds or securities. For any transactions conducted without the use of a Qualified Clearing
Agency, Participant funds must be directed for deposit by escrow to a bank, as defined in Section
3(a)(6) of the Act. Disbursement of funds shall only be made following confirmation of transfer
and registration of securities and directly by such banx ~ the seller of the securities; with
appropriate offset for applicable Exchange Member fees.

Rule 10.14. Price Variations

Bids, offers, orders or indications of interests in securities traded by the Exchange Member shall
not be made in an increment smaller than $0.01.

Rule 10.15. Short Sales

Short sales shall be prohibited by Exchange Members. Exchange Members shall take reasonable
measures to assure that any securities quoted for trading are fully-paid and registered to the
seller.

Rule 10.16. Limitation of Liability

(a) NEITHER THE EXCHANGE NOR ITS AGENTS, EMPLOYEES, CONTRACTORS,
OFFICERS, DIRECTORS, SHAREHOLDERS, COMMITTEE MEMBERS OR AFFILIATES
(“EXCHANGE RELATED PERSONS”) SHALL BE LIABLE TO ANY USER OR
EXCHANGE MEMBER, OR SUCCESSORS, REPRESENTATIVES OR PARTICIPANTS
THEREOF, OR ANY PERSON(S) ASSOCIATED THEREWITH, FOR ANY LOSS,
DAMAGES, CLAIM OR EXPENSE:

(1) GROWING OUT OF THE USE OR ENJOYMENT OF ANY FACILITY OF THE
EXCHANGE, INCLUDING, WITHOUT LIMITATION, THE SYSTEM; OR
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(2) ARISING FROM OR OCCASIONED BY ANY INACCURACY, ERROR OR
DELAY IN, OR OMISSION OF OR FROM THE COLLECTION, CALCULATION,
COMPILATION, MAINTENANCE, REPORTING OR DISSEMINATION OF ANY
INFORMATION DERIVED FROM THE SYSTEM OR ANY OTHER FACILITY OF
THE EXCHANGE, RESULTING EITHER FROM ANY ACT OR OMISSION BY THE
EXCHANGE OR ANY EXCHANGE RELATED PERSON, OR FROM ANY ACT
CONDITION OR CAUSE BEYOND THE REASONABLE CONTROL OF THE
EXCHANGE OR ANY EXCHANGE RELATED PERSON, INCLUDING, BUT NOT
LIMITED TO, FLOOD, EXTRAORDINARY WEATHER CONDITIONS,
EARTHQUAKE OR OTHER ACTS OF GOD, FIRE, WAR, TERRORISM,
INSURRECTION, RIOT, LABOR DISPUTE, ACCIDENT, ACTION OF
GOVERNMENT, COMMUNICATIONS OR POWER FAILURE, OR EQUIPMENT
OR SOFTWARE MALFUNCTION.

(b) EACH EXCHANGE MEMBER EXPRESSLY AGREES; IN CONSIDERATION OF THE
ISSUANCE OF ITS MEMBERSHIP IN THE EXCHANGE, TO RELEASE AND
DISCHARGE THE EXCHANGE AND ALL EXCHANGE RELATED PERSON(S) OF AND
FROM ALL CLAIMS AND DAMAGES ARISING FROM THEIR ACCEPTANCE AND USE
OF THE FACILITIES OF THE EXCHANGE (INCLUDING, WITHOUT LIMITATION, THE
SYSTEM).

(c) NEITHER THE EXCHANGE NOR ANY EXCHANGE RELATED PERSON MAKES
ANY EXPRESS OR IMPLIED WARRANT1 S OR CONDITIONS TO USERS AS TO
RESULTS THAT ANY PERSON OR PARTY AY OBTAIN FROM THE SYSTEM FOR
TRADING OR FOR ANY OTHER PU}l *OSE, ND ALL WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, TITLE,
AND NON-INFRINGEMENT WITH RESPECT TO THE SYSTEM ARE HEREBY
DISCLAIMED.

CHAPTER XI. TRADING PRACTICE RULES
Rule 11.1. Market Manipulation

No Exchange Member shall execute or cause to be executed or participate in an account for
which there are executed purchases of any security at successively higher prices, or sales of any
security at successively lower prices, for the purpose of creating or inducing a false, misleading
or artificial appearance of activity in such security through the Exchange or for the purpose of
unduly or improperly influencing the market price for such security or for the purpose of
establishing a price which does not reflect the true state of the market in such security.

Rule 11.2. Fictitious Transactions
No Exchange Member, for the purpose of creating or inducing a false or misleading appearance

of activity in a security traded through the Exchange or creating or inducing a false or misleading
appearance with respect to the market in such security shall:
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(a) execute any transaction in such security which involves no change in the beneficial
ownership thereof,

(b) enter any order or orders for the purchase of such security with the knowledge that an
order or orders of substantially the same size, and at substantially the same price, for the
sale of such security, has been or will be entered by or for the same or different parties, or

(c) enter any order or orders for the sale of any such security with the knowledge that an
order or orders of substantially the same size, and at substantially the same price, for the
purchase of such security, has been or will be entered by or for the same or different
parties.

Rule 11.3. Manipulative Transactions

(a) No Exchange Member shall participate or have any interest, directly or indirectly, in the
profits of a manipulative operation or knowingly manage or finance a manipulative operation.

(b) Any pool, syndicate or joint account organized or used intentionally for the purpose of
unfairly influencing the market price of a security shall be deemed to be a manipulative
operation.

(c) The solicitation of subscriptions to or the acceptance of discretionary orders from any such
pool, syndicate or joint account shall be deemed to be managing a manipulative operation.

Rule 11.4. Dissemination of False Information

No Exchange Member shall make any statement or circulate and disseminate any information
concerning any security traded through the Exchange which such Exchange Member knows or
has reasonable grounds for believing is false or misleading or would improperly influence the
market price of such security.

Rule 11.5. Participant Priority

(a) No Exchange Member shall (i) personally buy or initiate the purchase of any security traded
through the Exchange for its own account or for any account in which it or any Associated
Person of the Exchange Member is directly or indirectly interested while such Exchange
Member holds or has knowledge that any Person associated with it holds an unexecuted market
order to buy such security in the unit of trading for a Participant, or (ii) sell or initiate the sale of
any such security for any such account while it personally holds or has knowledge that any
Person associated with it holds an unexecuted market order to sell such security in the unit of
trading for a Participant.

(b) No Exchange Member shall (i) buy or initiate the purchase of any such security for any
account in which it or any Associated Person of the Exchange Member is directly or indirectly
interested at or below the price at which it personally holds or has knowledge that any Person
associated with it holds an unexecuted limit order to buy such security in the unit of trading for a
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Participant or (ii) sell or initiate the sale of any such security for any such account at or above the
price at which it personally holds or has knowledge that any Person associated with it holds an
unexecuted limit order to sell such security in the unit of trading for a Participant.

Rule 11.6. Joint Activity

No Exchange Member, directly or indirectly, shall hold any interest or participation in any joint
account for buying or selling in a security traded through the Exchange, unless such joint account
is promptly reported to the Exchange. The report should contain the following information for
each account: (a) the name of the account, with names of all Participants and their respective
interests in profits and losses; (b) a statement regarding the purpose of the account; (c) the name
of the Exchange Member; and (d) a copy of any written agreement or instrument relating to the
account.

Rule 11.7. Trade Shredding

No Exchange Member or Associated Person of an Exchange Member may engage in “trade
shredding”. Trade shredding is conduct that has the intent or effect of splitting any order into
multiple smaller orders for execution or any execution into multiple smaller executions for the
primary purpose of maximizing a monetary or in-kind amount to be received by the Exchange
Member or Associated Person of an Exchange Member as a result of the execution of such
orders or the transaction reporting of such executions. For purposes of this Rule 11.7,
“monetary or in-kind amount” shall be defined to include, but not be limited to, any credits,
commissions, gratuities, payments for or rebates of fees, or any other payments of value to the
Exchange Member or Associated Person of an Exchange Member.

Rule 11.8. Best Execution

In executing Participant orders, an Exchange Member is not a guarantor of “best execution” but
must use the care of a reasonably prudent Person in the light of all circumstances deemed
relevant by the Exchange Member and having regard for the Exchange Member’s judgment and
experience. However, the provisions of this Rule 11.8 shall not apply where a Participant
initiates an unsolicited trade at a specified price on a designated trading platform, including that
of a trading system operated by the Exchange Member.

Rule 11.9. Publication of Transactions and Changes

(a) The Exchange shall cause to be disseminated for publication all last sale price reports of
transactions executed through the facilities of the Exchange pursuant to the requirements of an
effective transaction reporting plan approved by the Commission, unless otherwise exempted
from the requirement.

(b) To facilitate the dissemination of such last sale price reports, each Exchange Member shall

cause to be reported to the Exchange, as promptly as possible after execution, all information
concerning each transaction required by the Exchange.
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(c) An official of the Exchange shall approve any corrections to reports transmitted.
CHAPTER XII. MISCELLANEOUS PROVISIONS
Rule 12.1. Comparison and Settlement Requirements

(a) Every Exchange Member shall implement comparison and settlement procedures for the
clearance of funds and securities in accordance with the Rules of the Exchange.

(b) Where clearing is facilitated by a third-party Qualified Clearing Agency, such must agree to
supply the Exchange with data reasonably requested in order to permit the Exchange to enforce
compliance by its Exchange Members with the provisions of the Act, the rules and regulations
thereunder, and the Rules of the Exchange.

Rule 12.2. Short Sale Borrowing Prohibition
Short sale borrowing shall be prohibited by Exchange Members.
Rule 12.3. Registering Securities in Name of Exchange Member Prohibited

An Exchange Member may not register any Participant securities in the name of such Exchange
Member.

Rule 12.4. Off-Exchange Transactions Prohibited

Exchange Members shall effect transactions solely through the Exchange, but shall be permitted
to operate their own electronic order books and automated matching systems. However, such
prohibition shall not extend to transactions effected on a registered national securities exchange
under the Act or where such Exchange Member is also a member of another self-regulatory
organization and such transactions remain on the books and records of such organization for
review.

Rule 12.5. Regulatory Services Agreements

The Exchange may enter into one or more agreements with another self-regulatory organization
to provide regulatory services to the Exchange to assist the Exchange in discharging its
obligations under Section 6 and Section 19(g) of the Act. Any action taken by another self-
regulatory organization, or its employees or authorized agents, acting on behalf of the Exchange
pursuant to a regulatory services agreement shall be deemed to be an action taken by the
Exchange; provided, however, that nothing in this provision shall affect the oversight of such
other self-regulatory organization by Commission. Notwithstanding the fact that the Exchange
may enter into one or more regulatory services agreements, the Exchange shall retain ultimate
legal responsibility for, and control of, its self-regulatory responsibilities, and any such
regulatory services agreement shall so provide.
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CHAPTER XIII. SECURITIES AUTHORIZED FOR TRADING
Rule 13.1. Authorization for Trading Application

(a) An application for the authorization of the trading of securities through the Exchange shall be
made in such form as the Exchange prescribes.

(b) An application for authorization of the trading of securities through the Exchange shall be
submitted by an Exchange Member and following an Exchange Member’s review of compliance
with these Rules. The contents of the application shall be the responsibility of the issuer,
although an Exchange Member shall have a reasonable basis to believe that the issuer is
complying with the Rules of the Exchange and the rules and regulations of the Act.

Rule 13.2. Designated Disclosure Advisor

(a) An application for trading authorization shall be reviewed and approved by a Designated
Disclosure Advisor prior to submission to the Exchange. For purposes of this Section, a
“Designated Disclosure Advisor” shall be an attorney admitted to practice law or a certified
public accountant, in good standing, within any state or territory of the United States.

(b) A Designated Disclosure Advisor shall ¢ “mit, at the time an application to an Exchange
Member is made, attesting that the Designated Disclosure Advisor has conducted such review as
he or she has deemed necessary to verify that all material facts have been disclosed and/or that
no material omissions of fact exist in the issuer’s application.

(c) A Designated Disclosure Adviso .aust submit to jurisdiction before the Exchange and the
Exchange may revoke such Designated Disclosure Advisor’s right of representation of an issuer
or practice before the Exchange where the Exchange, in its discretion, deems the continued
representation or practice to be contrary to the interests of the investing public or the fair
functioning of the markets.

(d) To be submitted to the Exchange along with the issuer’s application are the following
documents: (i) offering memorandum,; (ii) the issuer’s articles of incorporation or organization
and by-laws or operating agreement (or equivalent documentation); (iii) the Designated
Disclosure Advisor’s Attestation; and (iv) a Declaration of the issuer in such form as the
Exchange may prescribe. An application for authorization for trading should be submitted to the
Exchange Member and then forwarded to the Exchange prior to the dissemination of quotations.

Rule 13.3. Amendments to Application and Continuing Disclosure
(a) An issuer shall have the opportunity to cure defects in the application.
(b) An issuer shall make amendments to the application promptly, as the circumstances so

provide, and to assure the public dissemination of adequate current information of the issuer and
its securities authorized for trading. Disclosure shall be made either by filing an amendment to
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the issuer’s application and/or continuing disclosure requirements or by filing a supplemental
disclosure of material information.

(c) Within thirty (30) days following the expiration of each calendar quarter of the issuer’s fiscal
year and sixty (60) days following the expiration of the issuer’s calendar year, the Designated
Disclosure Advisor shall renew its attestation that he or she has conducted such review as he or
she has deemed necessary to verify that all material facts have been publicly disclosed and/or
that no material omissions of fact exist in the issuer’s continuing disclosures.

Rule 13.4. Unlisted Trading Privileges

(a) Notwithstanding the requirements set forth in these Rules, the Exchange may extend unlisted
trading privileges to any equity security that is listed on a national securities exchange or with
respect to which unlisted trading privileges may otherwise be extended in accordance with
Section 12(f) of the Act. Any such security will be subject to all Exchange Rules applicable to
securities, unless otherwise noted.

(b) An application for unlisted trading privileges sh2’ oe made by the Exchange Member to the
Exchange and prior to the dissemination or quotations. The Exchange shall have sole discretion
as to whether to permit the trading of any particular security by Exchange Members in
accordance with these unlisted trading privileges.

CHAPTER XIV. CONDITIONS ON EXEMPTION FROM REGISTRATION AS A
NATIONAL SECURITIES EXCHANGE

(a) As a condition of operation of the Exchange under an exemption from registration under the
Act based on low volume, the Exchange shall provide the following to the Commission on
request: (1) records regarding the identity of Exchange Members and the identity of those denied
participation in the Exchange and the reason for such denial, as well as a description of the
reason for terminating any for er Exchange Member's right to use the System; (2) records
regarding daily summaries of trading and time-sequenced records of each transaction involving
an Exchange Member; (3) information disseminated to Exchange Members, such as quotation
and transaction information regarding securities traded through Exchange, as well as market
notices to Exchange Members and other communications (such as changes to the Rules); (4)
daily dollar value transactions, and daily share volume of business transacted through the
Exchange; (5) a list of securities for which orders are accepted; and (6) copies of Exchange
Member applications and criteria standards for selection used by the Exchange.

(b) The Exchange shall provide thirty (30) days prior notice to the Commission of any material
changes in the operation of the System.

(c) The Exchange shall supply to the Commission, on a quarterly basis within thirty (30) days of
the end of each calendar quarter: total volume and average daily volume of transactions effected
through the System during the period and year-to-date aggregates of these numbers, expressed in
(a) number of units of securities (for transactions in stock, number of ordinary shares; for

transactions in securities other than stock, other appropriate commonly used measure of value of
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such securities); (b) number of transactions; and (c) monetary value for transactions in securities
other than stock.

CHAPTER XV. DUES, FEES, ASSESSMENTS AND OTHER CHARGES; EFFECTIVE
DATE

Rule 15.1. Authority to Prescribe Dues, Fees, Assessments and Other Charges

(a) Generally. The Exchange may prescribe such reasonable dues, fees, assessments or other
charges as it may, in its discretion, deem appropriate. Such dues, fees, assessments and charges
may include membership dues, transaction fees, communication and technology fees, regulatory
charges, listing fees, and other fees and charges as the Exchange may determine. All such dues,
fees and charges shall be equitably allocated among Exchange Members, issuers and other
Person(s) using the Exchange’s facilities.

(b) Regulatory Transaction Fee. Under Section 31 of the Act, the Exchange must pay certain
fees to the Commission. To help fund the Exchange’s obligations to the Commission under
Section 31, this Regulatory Transaction Fee is assessed to Members. To the extent there may be
any excess monies collected under this Rule, the Exchange may retain those monies to help fund
its general operating expense. Each Exchange Member engaged in executing transactions
through the Exchange shall pay, in such manner and at such times as the Exchange shall direct, a
Regulatory Transaction Fee equal to (i) the rate determined by the Commission to be applicable
to covered sales occurring through the Exchange in accordance with Section 31 of the Act
multiplied by (ii) the Exchange Member’s aggregate dollar amount of covered sales occurring
through the Exchange during any computational period.
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Exhibit C - For each subsidiary or affiliate of the applicant, and for any entity with whom
the applicant has a contractual or other agreement relating to the operation of an
electronic trading system to be used to effect transactions on the exchange (“System”),
provide the following information: 1. Name and address of organization. 2. Form of
organization (e.g., association, corporation, partnership, etc.). 3. Name of state and statute
citation under which organized. Date of organization in present form. 4. Brief description
of nature and extent of affiliation. 5. Brief description of business or functions. Description
should include responsibilities with respect to operation of the System and/or execution,
reporting, clearance, or settlement of transactions in connection with operation of the
System. 6. A copy of the constitution. 7. A copy of the articles of organization or association
including all amendments. 8. A copy of existing by-laws or corresponding rules or
instruments. 9. The name and title of the present officers, governors, members of all
standing committees, or persons performing similar functions. 10. An indication of whether
such business or organization ceased to be associated with the applicant during the
previous year, and a brief statement of the reasons for termination of the association.

There are currently no subsidiaries or affiliates of the Company, or any entity with whom the
Company has a contractual or other agreement, relating to the operation of the System.
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Exhibit D - For each subsidiary or affiliate of the exchange, provide unconsolidated
financial statements for the latest fiscal year. Such financial statements shall consist, at a
minimum, of a balance sheet and an income statement with such footnotes and other
disclosures as are necessary to avoid rendering the financial statements misleading. If any
affiliate or subsidiary is required by another Commission rule to submit annual financial
statements, a statement to that effect, with a citation to the other Commission rule, may be
provided in lieu of the financial statements required here.

Not applicable.
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Exhibit E - Describe the manner of operation of the System. This description should
include the following: (1) the means of access to the System, (2) Procedures governing entry
and display of quotations and orders in the System, (3) Procedures governing the
execution, reporting, clearance and settlement of transactions in connection with the
System; (4) Proposed fees, (5) Procedures for ensuring compliance with System usage
guidelines, (6) The hours of operation of the System, and the date on which applicant
intends to commence operation of the System, (7) Attach a copy of the users’ manual, (8) If
applicant proposes to hold funds or securities on a regular basis, describe the controls that
will be implemented to ensure safety of those funds or securities.

A. Introduction

The Automated Matching System Exchange, LLC. (“Exchange’ or “Company”) proposes to
conduct business in reliance upon an exemption from registration as a national securities
exchange. The Exchange will be operated solely on an “off-book™ basis and each Member firm
will be required to create such facilities as the Exchange deems proper for compliance with the
Exchange’s Operating Agreement, Rules of Operation, and the Securities Exchange Act of 1934
(“Act”). The Exchange seeks to establish itself as-a centralized marketplace for automated
matching systems which process securities registered, or exempt from the registration
requirements, on an unsolicited basis. Members of the Exchange will be prohibited from taking
possession of Participant funds or securities and will further be prohibited from the extension of
credit to or sharing in profits with any Partici, nt. ~ ac. ill be no physical Exchange trading
floor, centralized order book, or specialists or market makers with affirmative and negative
market making obligations.

Membership in the Exchange will b. open to any Person who completes the membership
application and meets such conditions as the Exchange, under the direction of the Commission,
prescribes. There will only be one class of membership, with all Exchange Members enjoying
the same rights and privileges on the Exchange. Exchange Members will be subject to fees for
orders executed through the Exchange as set forth in the Rules of the Exchange or as may
otherwise be determined by the Board of Directors of the Exchange from time-to-time.
Exchange memberships will not be transferable except in the event of a change in control of an
Exchange Member, and such transfer will be subject to the written consent of the Exchange, and
to any conditions to such transfers imposed by the Exchange. The Exchange currently does not
contemplate charging a fee for membership in the Exchange, but will establish a tiered fee-
schedule based on the dollar value of each transaction.

This exhibit describes, in summary form, the proposed operation of the Exchange. A more
detailed description of the proposed Exchange is set forth in the proposed Operating Agreement
and Rules of the Exchange.

B. Exemption from Registration as an Exchange on Limited Transaction Volume.

The Company is applying for an exemption from the registration requirement as a national
securities exchange under Section 5 of the Act by reason of the limited volume of transactions
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proposed to be effected on such exchange. The Company intends to comply with such
restrictions as the Commission deems necessary or appropriate for the protection of investors,
including that of maintaining transaction volume below that of the registered national securities
exchange with the lowest transaction volume.

C. Transaction Reporting

The Company is not a participant to the Joint Self-Regulatory Organization Plan Governing the
Collection, Consolidation, and Dissemination of Quotation and Transaction Information. As
such, Exchange Members shall not trade in Nasdaq Global Market or Nasdaq Capital Market
securities or such other securities as are subject to an Effective Transaction Reporting Plan for
which the Company is not a participant.

An Exchange Member shall report trades to the Exchange and such reports must contain the
following information, at a minimum: (1) identification of the Exchange Member; (2)
identification of both the purchaser and seller of the security; (3) time of the transaction;

(4) the issuer and description of the securities transacted; (5) quantity and purchase price;

(6) description of the manner of clearance (central counterparty or not); (7) time period
contracted for settlement; and the (8) designated transfer and bank escrow agent or the Qualified
Clearing Agency. Trade reports shall be submitted to the Exchange on a daily basis and at such
time intervals as determined or requested by the Exchange.

Transaction reporting for securities will be made publicly available and free of charge. Copies of
such reports will also be filed with the Commission.

D. Access to the Exchange

Direct access to the Exchange is available to Exchange Members at an internet protocol address
maintained by the Exchange. Exchange Members will be responsible for having procedures
reasonably designed for safeguarding access to their systems, transaction reporting to the
Exchange, and for notifying the Exchange upon learning that such safeguards have been
compromised.

E. Entry and Display of Quotations and Orders

Orders to the Exchange may only be entered though Exchange Members. All transactions on the
Exchange shall be on an off-order-book trading basis. Each Member shall maintain its own
automated matching system or electronic order book. However, the Rules of the Exchange will
apply to all transactions conducted by an Exchange Member. A Participant may enter his or her
order to purchase or sell a security through the electronic order book maintained by the
Exchange Member. An Exchange Member may only accept unsolicited electronic orders and
may not take an order in any other medium other than the website operated by that Exchange
Member.
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Orders entered into the Exchange must either be (i) an order to buy or sell a stated amount of a
security at a specified price or better (“limit order”) or (ii) an order to buy or sell a stated
amount of a security at a specified price on an Exchange Member’s electronic order book
(“market order”). A limit order to buy or sell will remain active until executed or cancelled by
the Participant. Limit orders may be entered in odd or mixed lots. A market order to buy or sell
shall be immediately executed or cancelled. Market orders may also be entered in odd or mixed
lots. All securities will be traded in decimals on the Exchange.

Orders may be designated as “Post Only Orders” and such order is to be ranked and executed
on the Exchange Member’s electronic order book or cancelled, as appropriate, without routing
away to another Exchange Member’s electronic order book. Orders may also be designated as a
“Destination Specific Order” and such is an order that instructs AMSE’s System to route the
order to a specified Exchange Member’s electronic order book other than the order book in
which it was entered. The Participant shall have sole discretion on whether to designate an order
as Post Only or Destination Specific.

Consolidated quotations must be displayed to all Participants. AMSE will operate a consolidated
quotation system which will display all outstanding offers f . the purchase or sale of securities.
Where applicable to preserve an exemption from registration under the Securities Act of 1933,
quotations may be restricted to those Participants who are authorized to view them.

Orders of Participants shall be ranked and maintained in the Exchange Member’s electronic
order book based on the following priority: (1) the highest-priced order to buy (or lowest-priced
order to sell) shall have priority over all other orders to buy (or orders to sell) in all cases; (2)
subject to the execution process described below, where orders to buy (or sell) are made at the
same price, the order clearly established as the first entered into the System at such particular
price shall have precedence at that price; (3) any modification to an order, including an increase
in the size of the order and/or price change, will result in such order losing priority as compared
to other orders and the tim ‘for such order being revised to reflect the time of the
modification.

F. Execution, Reporting, Clearance and Settlement Procedures

The Exchange will be operated solely on an “off-book” basis and each Exchange Member will
be required to create such facilities as the Exchange deems proper for compliance with the
Exchange’s Operating Agreement, Rules of Operation, and the Act. Trades shall occur when an
order to buy and an order to sell match on the Exchange Member’s electronic order book, or are
otherwise routed between the order books of two Exchange Members. Each Exchange Member
shall comply with the Exchange Rules of Operation on the execution and priority of orders.

The Exchange will bring together orders for multiple buyers and sellers and such will be done by
the use of consolidated quotation systems which effect transactions for multiple buyers and
sellers. The consolidated quotation systems will display, or otherwise represent, trading interests
entered on the AMSE System to its System users. AMSE will use a centralized order router
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which will match trading interests on the electronic order book of one Exchange Member with
the trading interests on the electronic order book of a second Exchange Member.

Orders shall be matched for execution pursuant to the instructions of the Participant, as provided
in Rule 10.6, and on such Exchange Member’s electronic order book, unless designated as a
Destination Specific Order and routed to another Exchange Member’s electronic order book. An
incoming order to buy will be automatically executed to the extent that it is priced at an amount
that equals or exceeds any order to sell. An incoming order to sell will be automatically
executed to the extent that it is priced at an amount that equals or is less than any other order to
buy. Pursuant to Rule 10.6(b), an order shall be designated as a Post Only Order or a Destination
Specific Order. A Destination Specific Order will be routed to the Exchange Member’s
electronic order book designated and entered as a Limit Order or Market Order in accordance
with Rule 10.6(a). All orders shall only be executed in their entirety. Orders routed by the
System will receive the priority when such order is received by the recipient Exchange Member
for execution. Once routed by the System, an order becomes subject to the rules and procedures
of the destination Exchange Member, including, but not limited to, procedures for clearance and
settlement.

Pursuant to Rules 10.11 through 10.13 of the Exchange, Exchange Members will be required to
either use the services of a Qualified Clearing Agency or establish procedures to facilitate the
clearance and settlement of transactions in compliance with the Act and without taking
possession, custody, or control of funds or securities. Transactions may be processed with or
without a central counterparty, but Exchange Members will be required to establish procedures
to safeguard funds and securities where a central clearing agent is not used, such as the
designation of a bank to serve.as escrow agent pending registration and transfer.

G. Exchange Fees

Fees Generally. The Exchange currently does not propose to charge a fee for Exchange
membership. Instead, the Exchange will set forth a schedule of fees to be assessed on a per order
basis and based upon the dollar value of each particular transaction conducted through the
Exchange. All Exchange Members will be assessed fees in accordance with the uniform
schedule of Exchange fees.

Exchange Members will be solely responsible for all telecommunications costs and all other
expenses incurred in linking to, and maintaining links to, the Exchange. The Exchange may
determine to revise or impose different fees upon its Members from time-to-time.

H. Procedures for Ensuring Compliance with Exchange Usage Guidelines

An Exchange Member may begin trading only after the Exchange is satisfied that both the
Exchange Member’s hardware and software meet the Exchange’s standards and that the system
is structured for compliance with the Act. All costs incurred in making such determination shall
be borne by the Exchange Member. Exchange Members also must agree to maintain an adequate
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connection to the Exchange, as defined from time-to-time, that includes a connection of
sufficient speed and equipment of minimum quality.

I. Hours of Operation and Proposed Commencement of the Exchange

Exchange Members will have discretion to operate their systems at any time and from time to
time.

The Exchange proposes to commence operations upon the Commission’s approval of its Form 1
Application for Registration as a National Securities Exchange, or pursuant to an exemption
from registration therefrom.

J. Exchange User Manual

Exchange Members will be provided with the Exchange’s technical specifications, which will
enable them to develop or purchase their own, customized front-end software for interfacing with
the Exchange and developing unique trading systems:. The Exchange will require that a copy of
each Exchange Member’s user manual be submitted for review as a condition of approval to
commence operations. The user manual will describe the Exchange Member’s technical
specifications and will provide Participants additional information that the Exchange believes
will be useful to such person(s) for trading on the Exchange.

K. Possession of Funds or Securities

Neither the Exchange nor any Exchange Member will be permitted to hold funds or securities.
Procedures for Clearing and Settlement are incorporated from paragraph F of this Exhibit “E.”
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Exhibit F - A complete set of all forms pertaining to: (1) Application for membership,
participation, or subscription to the entity, (2) Application for approval as a person
associated with a member, participant, or subscriber of the entity, and (3) any other similar
materials.

Please see the Uniform Application for Exchange Membership attached as Exhibit “F-1.”
Registration of Associated Person(s) of an Exchange Member will be submitted on Form U-4.
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Exhibit G - A complete set of all forms of financial statements, reports, or questionnaires
required of members, participants, subscribers, or any other users relating to financial
responsibility or minimum capital requirements for such members, participants, or any
other users.

Exchange Members will be required to comply with such financial responsibility or minimum
capital requirements as the Exchange, under the direction of the Commission, prescribes. In
addition, an Exchange Member that fails or is unable to perform any of its contracts or is
insolvent is required to immediately notify the Exchange in writing. Moreover, whenever it
appears that an Exchange Member has failed to perform its contracts, is insolvent or in such
other financial and operating condition or is conducting its business in a manner that is not safe
to Participants, creditors and other Exchange Members, the Chief Regulatory Officer of the
Exchange may summarily suspend the Member. Exchange Members will be required to file
financial reports in such form as the Exchange, under the direction of the Commission,
prescribes.
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Exhibit H - A complete set of documents comprising the applicant’s listing applications,
including any agreements required to be executed in connection with listing and a schedule
of listing fees. If the applicant does not list securities, provide a brief description of the
criteria used to determine what securities may be traded on the exchange. Provide a table
of contents listing the forms included in this Exhibit H.

The Exchange does not list securities. For information pertaining to the securities authorized for
trading through the Exchange, please see Chapter XIII of the Rules of the Exchange.

A schedule of fees will be submitted at a subsequent time, although such fees will be solely
assessed on the dollar value of each particular transaction conducted through the Exchange and
will be uniformly applied to all Exchange Members.
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Exhibit I - For the latest fiscal year of the applicant, audited financial statements which are
prepared in accordance with, or in the case of a foreign applicant, reconciled with, United
States generally accepted accounting principles, and are covered by a report prepared by
an independent public accountant. If an applicant has no consolidated subsidiaries, it shall
file audited financial statements under Exhibit I alone and need not file a separate
unaudited financial statement for the applicant under Exhibit D.

The Company was recently formed, has no other operations, and thus, does not yet have audited
financial statements for the latest fiscal year. The Exchange will file pro forma financial
statements when it is closer to commencing operations as a national securities exchange, or
pursuant to an exemption therefrom.
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Exhibit J - A list of the officers, governors, members of all standing committees, or persons
performing similar functions, who presently hold or have held their offices or positions
during the previous year, indicating the following for each: 1. Name. 2. Title. 3. Dates of
commencement and termination of term of office or position. 4. Type of business in which
each is primarily engaged (e.g., floor broker, specialist, odd lot dealer, etc.).

1. Officers

Prior to commencing operation as an Exchange, and pursuant to the Certificate of Organization
and Operating Agreement of the Exchange, the Exchange’s Board of Directors will likely
appoint the individuals listed below as initial officers of the Exchange. Officers shall be
appointed by the Board on an annual basis. These individuals will serve in these positions until
their successors are appointed. Officers of the Exchange will serve at the pleasure of the Board
of Directors.

Initial Officers

Name: Title: Date of Commencement”
Gregory Wilson  Chief Executive Officer, President [UPON APPROVAL]
Michael Stegawski Chief Regulatory Officer, Secretary [UPON APPROVAL]

2. Directors
Upon the approval of the Exchange’s Form 1, Application for Registration as a National

Securities Exchange by the Commission, or exemption therefrom, the initial Directors of the
Exchange will likely be as follows:

Initial Directors

Chairman and Industry Director: [TO BE PROVIDED]
Member Representative and Industry Director: [TO BE PROVIDED]
Non-Industry: [TO BE PROVIDED]
Non-Industry: [TO BE PROVIDED]

3. Committees

The committees of the Board shall consist of a Compensation Committee, an Audit Committee, a
Regulatory Oversight Committee, an Appeals Committee, and such other committees as may be
from time to time established by the Board. Upon the approval of the Company’s Form 1,
Application for Registration as a National Securities Exchange, or exemption therefrom, by the
Commission, and after the election of the Board, the Chairman, with the approval of the Board,
shall appoint person(s) to sit on the standing committees of the Board, consistent with the
Exchange’s Operating Agreement.
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Exhibit K - This Exhibit is applicable only to exchanges that have one or more owners,
shareholders, or partners that are not also members of the exchange. If the exchange is a
corporation, please provide a list of each shareholder that directly owns 5% or more of a
class of a voting security of the applicant. If the exchange is a partnership, please provide a
list of all general partners and those limited and special partners that have the right to
receive upon dissolution, or have contributed, 5% or more of the partnership’s capital. For
each of the persons listed in the Exhibit K, please provide the following: 1. Full legal name;
2. Title or Status; 3. Date title or status was acquired; 4. Approximate ownership interest;
and 5. Whether the person has control, a term that is defined in the instructions to this
Form.

The membership units of the Company are currently held by (i) Gregory Steven Wilson and (i1)
Stegawski IRA, LLC, a Georgia limited liability company. Michael Stegawski holds all the
membership interests of Stegawski IRA, LLC. Additional M ‘bers are anticipated to be
accepted.

1. Full legal name;

Gregory Steven Wilson.

2. Title or Status;

Membership units issued.

3. Date title or status was acquired

March 13, 2014.

4. Approximate ownership interest; and

Fifty percent (50%).

5. Whether the person has control, a term that is defined in the instructions to this Form
This Person is a control person. Ownership interest is currently one-half of the issued and
outstanding membership interests. Voting rights may be limited for compliance with the
Exchange’s Operating Agreement.

1. Full legal name;

Stegawski IRA, LLC.

2. Title or Status;
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Membership units issued.

3. Date title or status was acquired;

March 13, 2014.

4. Approximate ownership interest; and

Fifty percent (50%).

5. Whether the person has control, a term that is defined in the instructions to this Form
This Person is a control person. Ownership interest is currently one-half of the issued and

outstanding membership interests. Voting rights may be limited for compliance with the
Exchange’s Operating Agreement.
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Exhibit L - Describe the exchange’s criteria for membership in the exchange. Describe
conditions under which members may be subject to suspension or termination with regard
to access to the exchange. Describe any procedures that will be involved in the suspension
or termination of a member.

Membership on the Exchange will be open to any Person who completes the membership
application and meets such conditions as the Exchange, under the direction of the Commission,
prescribes. Exchange Members may be suspended or terminated for violation of the Exchange
Rules, Operating Agreement, the Act and/or rules and regulation promulgated thereunder.
Discipline of Exchange Members and Associated Person(s) of Exchange Members and Adverse
Actions are discussed in Chapters VIII and IX of the Rules of Exchange.
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Exhibit M - Provide an alphabetical list of all members, participants, subscribers or other
users, including the following information: 1. Name; 2. Date of election to membership or
acceptance as a participant, subscriber or other user; 3. Principal business address and
telephone number; 4. If member, participant, subscriber or other user is an individual, the
name of the entity with which such individual is associated and the relationship of such
individual to the entity (e.g. partner officer, director, employee, etc.); 5. Describe the type
of activities primarily engaged in by the member, participant, subscriber, or other user
(e.g. floor broker, specialist, odd lot dealer, other market maker, proprietary trader, non-
broker dealer, inactive or other functions). A person shall be “primarily engaged” in an
activity or function for purposes of this item when that activity or function is the one in
which that person is engaged for the majority of their time. When more than one type of
person at an entity engages in any of the six types of activities or functions enumerated in
this item, identify each type (e.g. proprietary , trader Registered Competitive Trader and
Registered Competitive Market Maker) and state the number of members, participants,
subscribers, or other users in each; and 6. The class of membership, participation or
subscription or other access.

The Company has not commenced operations as an Exchange and accordingly currently has no
Exchange Members.
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Exhibit N - Provide a schedule for each of the following: 1. The securities listed in the
exchange, indicating for each the name of the issuer and a description of the security; 2.
The securities admitted to unlisted trading privileges, indicating for each the name of the
issuer and a description of the security; 3. The unregistered securities admitted to trading
on the exchange which are exempt from registration under Section 12(a) of the Act. For
each security listed, provide the name of the issuer and a description of the security, and
the statutory exemption claimed (e.g. Rule 12a-6); and 4. Other securities traded on the
exchange, including for each the name of the issuer and a description of the security.

The Company has not commenced operations as an Exchange and therefore, it has no securities
that are authorized for trading or permitted pursuant to unlisted trading privileges.



EXHIBIT “B”
Amendment to Form 1 Application 2B, February 16, 2015

(In Re: Automated Matching Systems Exchange, LLC, File No. 10-214)
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AUTOMATED MATCHING SYSTEMS EXCHANGE, LLC

EXHIBITS TO APPLICATION ON FORM 1
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Exhibit A - A copy of the constitution, articles of organization or association with all
subsequent amendments, and of existing by-laws or corresponding rules or instruments,
whatever the name, of the applicant.

RESPONSE: Please find a copy of the AMSE Articles of Organization attached to this as Exhibit
CCA_l .”
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Exhibit B - A copy of all written rulings, settled practices having the effect of rules, and
interpretations of the Governing Board or other committee of the applicant in respect of
any provisions of the constitution, by-laws, rules, or trading practices of the applicant
which are not included in Exhibit A.

RESPONSE: Please find a copy of the Operating Agreement and AMSE Rules of Operation
attached as Exhibits “B-1" and “B-2,” respectively.




AUTOMATED MATCHING SYSTEMS EXCHANGE, LLC

(a South Dakota Limited Liability Company)

OPERATING AGREEMENT




ARTICLE I - DEFINITIONS

When used in this Operating Agreement, unless the context otherwise requires, the
defined terms in Rule 1.5 of the Rules of Exchange shall apply.

ARTICLE II - OFFICE
Section 1. Principal Business Office

The principal business office of the Company shall be located at 4305 S. Louise Avenue, Suite
101C, Sioux Falls, SD 57106, or such other location as may hereafter be determined by the
Board of Directors. The Company may have such other office or offices as the Board may from
time to time designate or as the purposes of the Company may require from time to time.

Section 2. Registered Office

The address of the registered office of the Company is 4305 S. Louise Avenue, Suite 101C,
Sioux Falls, SD 57106.

Section 3. Registered Agent

The name and address of the registered agent of the Company for service of process on the
Company is Gregory Wilson, 4305 S. Louise Avenue, Suite 101C, Sioux Falls, SD 57106.

ARTICLE II1 - BOARD OF DIRECTORS
Section 1. Powers

(a) Subject to the Company’s Certificate of Organization, the business and affairs of the
Company shall be managed by the Board of Directors, except to the extent that the authority,
powers and duties of such management shall be delegated to a committee or committees of
the Board pursuant to this Operating Agreement or the Rules. The Board shall have the
power to do any and all acts necessary, convenient or incidental to, or for the furtherance of,
the purposes described herein, including all powers, statutory or otherwise. To the fullest
extent permitted by applicable law and this Operating Agreement, the Board may delegate
any of its powers to a committee appointed pursuant to Article V or to any officer, employee
or agent of the Company.

(b) The Board shall have the power to adopt, amend or repeal the Rules in accordance with
Article X, Section 1.

(c) The Board may adopt such Rules, regulations and requirements for the conduct of the
business and management of the Company, not inconsistent with applicable law, the
Certificate of Organization or this Operating Agreement, as the Board may deem proper. A
Director shall, in the performance of such Director’s duties, be fully protected, to the fullest



extent permitted by applicable law, in relying in good faith upon the books of account or
reports made to the Company by any of its officers, by an independent certified public
accountant, by an appraiser selected with reasonable care by the Board or any committee of
the Board or by any agent of the Company, or in relying in good faith upon other records of
the Company.

(d) In connection with managing the business and affairs of the Company, the Board shall
consider applicable requirements for registration as a national securities exchange under
Section 6(b) of the Act, or operating pursuant to an exemption therefrom, including the
requirements that (a) the Rules shall be designed to protect investors and the public interest,
and (b) the Exchange shall be so organized and have the capacity to carry out the purposes of
the Act and to enforce compliance by the Exchange Members, and Person(s) associated with
Exchange Members, with the provisions of the Act, the rules and regulations under the Act
and the Rules.

| (e) In light of the unique nature of the Company, its operations, its status as a SROLVERO, the
Board, when evaluating any proposal, shall, to the fullest extent permitted by applicable law,
take into account all factors that the Board deems televant, including, to the extent deemed
relevant: (i) the potential impact of such proposal on the integrity, continuity and stability of
the Exchange and the other operations of the Company, and on the ability to prevent
fraudulent and manipulative acts and practices, and (ii) whether such proposal would
promote just and equitable principles of trade, foster cooperation and coordination with
Person(s) engaged in regulating, clearing, settling or processing information with respect to,
and facilitating transactions in, securities or assist in the removal of impediments to, or
perfection of, the mechanisms for a free and open market and a national market system.

Section 2. Composition of the Board

(a) Subject to Article IIlI, the Board shall consist of four (4) Directors. Either half or a majority
of the directorships shall be Independent Directors. The Board shall initially be comprised as
follows:

(1) The Chief Executive Officer of the Company;

(i1) Two (2) Owner Directors (subject to increase or decrease pursuant to Article III,
Section 2(b) and Section 4(g));

(i11)Two (2) Independent Directors (subject to increase or decrease pursuant to Article I11,
Section 2(b)); and

(iv) Two (2) Exchange Member Directors (subject to increase or decrease pursuant to
Article 11, Section 2(b)).

Each Director shall serve until his or her term expires as provided in Article III, Section 3.

(b) The Board may, by resolution, add or remove Director positions to the Board, provided



that (i) the number of Director positions shall not be fewer than four (4) nor more than twenty-
five (25), (i1) no removal of a Director position shall have the effect of shortening the term of any
incumbent Director, and (iii) the Board at all times shall include a directorship for the Chief
Executive Officer of the Company, half or a majority of Independent Directors, at least twenty
percent (20%) Exchange Member Directors, and a number of Owner Director positions that
equals the number of Owner Directors that the Designating Owners are entitled to nominate and
that the Members of the Company have elected. If an Owner Director position needs to be added
pursuant to Article III, Section 4(g), such Owner Director position shall be nominated by the
applicable Designating Owner and elected by the Members of the Company (or any other
agreement entered into by a Member of the Company related to the election, removal and/or
replacement of a Director), and additional Director positions shall be added and filled at

the same time as the election of the new Owner Director, as required to comply with the
requirements set forth in this Article III, Section 2(b) (i.e., to comply with the requirement that
there be half or a majority of Independent Directors and at least twenty percent (20%) Exchange
Member Directors). So long as the Board includes the Chief Executive Officer of the Company,
half or a majority of Independent Directors, at least twenty. _rce. (20%) Exchange Member
Directors, and the requisite number of Owner Directors < ay remair.. 2 newly created Director
positions may be filled by Person(s) who do not qualify as Independent Directors, Exchange
Member Directors or Owner Directors (“At-Large Directors”).

(c) The Secretary shall collect from each nominee for Director such information as is reasonably
necessary to serve as the basis for a determination of the nominee’s classification as an
Independent Director or Exchange Member Director, and the Secretary shall certify to the
Nominating and Governance Committee or the Exchange Member Nominating Committee each
nominee’s classification, if applicable. Directors shall update the information submitted under
this subsection at least annually and upon request of the Secretary, and shall report immediately
to the Secretary any change in such information.

(d) A Director may not be subject to a Statutory Disqualification. A Director need not be a
Member of the Compa. A Director will no longer qualify to be Director upon a determination
by the Board (i) that the Director no longer satisfies the classification for which the Director was
elected, (ii) that the Director’s continued service as such would violate the compositional
requirements of the Board set forth in Article III, Section 2(b); or (iii) the Director is subject to
Statutory Disqualification.

Section 3. Terms of Office; Classes

(a) The Chief Executive Officer will no longer qualify to be a Director when such individual
ceases to be Chief Executive Officer of the Company, and, upon the happening of such event,
that individual shall cease being a Director.

(b) The Board of Directors shall be divided into four (4) classes, designated Class I, Class I,
Class III, and Class IV, which shall be as nearly equal in number and classification as the total
number of such Directors then serving on the Board permits. Directors shall serve staggered
four-year terms, with the term of office of one (1) class expiring each year. A Director may serve
for any number of terms, consecutive or otherwise. In order to commence such staggered four-



year terms, Directors in Class I shall hold office until the first annual election of the Board
following adoption of this Operating Agreement, Directors in Class II shall initially hold office
until the second annual election of the Board following adoption of this Operating Agreement,
Directors in Class III shall initially hold office until the third annual election of the Board
following adoption of this Operating Agreement, and Directors in Class I'V shall initially hold
office until the fourth annual election of the Board following adoption of this Operating
Agreement. Commencing with the first annual election of the Board following adoption of this
Operating Agreement, the term of office for each class of Directors elected at such time shall be
four (4) years from the date of their election. In the case of the addition of any new Director
position, the Director filling such position shall be added to a class, as determined by the Board
at the time of such Director’s initial election, and shall have an initial term expiring at the same
time as the term of the class to which such Director has been added.

Section 4. Nomination, Election and Appointment

(a) The Nominating and Governance Committee each year shall nominate Directors for each
Director position (other than Owner Director positions and the Director position filled by the
Chief Executive Officer) standing for election at the annual meeting of members that year. For
positions requiring Person(s) who qualify as Exchange Member Directors, the Nominating and
Governance Committee shall nominate only those Person(s) whose names have been approved
and submitted by the Exchange Member Nominating Committee, and approved by, if applicable,
Exchange Members pursuant to the procedures set forth below in this Article I1I, Section 4.

(b) The Exchange Member Nominating Committ ¢ shall consult with the Nominating and
Governance Committee and the € .airman, and shall solicit comments from Exchange Members
for the purpose of approving and sub itting names of candidates for election to the position of
Exchange Member Director.

(c) Not later than sixty (60) days prior to the date announced as the date for the annual meeting
of Members, the Exchan ber Nominating Committee shall report to the Nominating and
Governance Committee and the Secretary the initial nominees for Exchange Member Director
positions on the Board that have been approved and submitted by the Exchange Member
Nominating Committee. The Secretary shall promptly notify Exchange Members of those initial
nominees. Exchange Members may identify other candidates (“Petition Candidates”) for the
Exchange Member Director positions by delivering to the Secretary, at least thirty-five (35) days
before the date announced as the date for the annual meeting of members (the “Petition
Deadline”), a written petition, which shall designate the candidate by name and office and shall
be signed by Exchange Member Representatives representing ten percent (10%) or more of the
Exchange Members. An Exchange Member may endorse as many candidates as there are
Exchange Member Director positions to be filled. No Exchange Member, together with its
Affiliates, may account for more than fifty percent (50%) of the signatures endorsing a particular
candidate, and any signatures of such Exchange Member, together with its Affiliates, in excess
of the fifty percent (50%) limitation shall be disregarded.

(d) Each petition for a Petition Candidate must include a completed questionnaire used to gather
information concerning Exchange Member Director candidates and must be filed with the



Company. The Company shall provide the form of questionnaire upon the request of any
Exchange Member.

(e) If no valid petitions from Exchange Members are received by the Petition Deadline, the initial
nominees approved and submitted by the Exchange Member Nominating Committee shall be
nominated as Exchange Member Directors by the Nominating and Governance Committee. If
one or more valid petitions from Exchange Members are received by the Petition Deadline, the
Company shall include such additional nominees, along with the initial nominees nominated by
the Exchange Member Nominating Committee, on a list of nominees (the “List of Candidates™).
Upon completion, the List of Candidates shall be sent to all Exchange Members that were
Exchange Members on the Petition Date to confirm the nominees for Exchange Member
Director positions. The List of Candidates shall be accompanied by a notice regarding the time
and date of an election to be held at least twenty (20) days prior to the annual members meeting
to confirm the Exchange Members’ selections of nominees for Exchange Member Directors.

(f) With respect to the election held to determine the final nomination of Exchange Member
Directors, each Exchange Member shall have the right to cast one (1) vote for each available
Exchange Member Director nomination; provided, however, that (i) any such vote must be cast
for a Person on the List of Candidates, and (ii) no Exchange Member, together with its Affiliates,
may account for more than twenty-five percent (25%) of the votes cast for a candidate, and any
votes cast by such Exchange Member, together with its Affiliates, in excess of such twenty-five
percent (25%) limitation shall be disregarded; unless the Exchange has less than four Exchange
Members and each Exchange Member’s votes shall be increased to permit election. The votes
shall be cast by written ballot or any other means as set forth in a notice to the Exchange
Members sent by the Company prior to such election. Only votes received prior to 5:00 p.m.
Eastern Time on the date of the election shall count for the nomination of an Exchange Member
Director. The Person(s) on the List of Candidates who receive the most votes shall be selected as
the nominee(s) for the Exchange Member Director position(s) to be elected by members.

(g) Each Designating Owner shall have the right to nominate an Owner Director. If a
Designating Owner ceases to be a Designating Owner, then upon the happening of such event,
the individual serving as an Owner Director nominated by such Designating Owner will no
longer qualify to be an Owner Director, will cease being an Owner Director, and will be deemed
to have automatically resigned. In addition, such Owner Director position on the Board shall
immediately terminate. The Members of the Company will take all such actions required or
necessary to effect this Section 4(g).

Section 5. Chairman of the Board

The Directors shall choose among themselves who will be the Chairman of the Board (the
“Chairman”), who may also be the Chief Executive Officer. The Chairman shall preside at all
meetings of the Board at which the Chairman is present; provided, however, that if the Chairman
is the Chief Executive Officer or other member of management of the Company, he or she shall
not participate in executive sessions of the Board. The Chairman shall exercise such other
powers and perform such other duties as may be assigned to the Chairman from time to time by
the Board. The Board shall designate a “Lead Director” from among the Board’s Independent



Directors to preside over executive sessions of the Board. The Board shall publicly disclose the
identity of the Lead Director and the means by which interested parties may communicate with
the Lead Director.

Section 6. Vacancies

(a) Whenever any Director position, other than an Owner Director or Exchange Member
Director position, becomes vacant prior to the election of a successor at the end of such
Director’s term, whether because of death, disability, disqualification, removal or resignation,
and whenever any newly-created Director position, other than an Owner Director or Exchange
Member Director position, becomes available because of an increase in the number of Directors,
the Nominating and Governance Committee shall nominate, and a majority of Directors then in
office, though less than a quorum or a sole remaining Director, shall elect, a Person satisfying the
classification (Independent or At-Large Director) for the directorship to fill such vacancy until
the expiration of the remaining term or to fill such newly-created Director position until the
expiration of such position’s designated term; provided, however, that if the remaining term of
office of a Director at the time of such Director’s vacancy is not more than six (6) months,
during the period of vacancy the Board shall not be deemed to be in violation of Article III,
Section 2(b) by virtue of such vacancy; and further provided, that any vacancy resulting from
removal from office by a vote of the Members for cause may be filled by a vote of the Members
at the same meeting at which such removal occurs.

(b) Whenever any Exchange Member Director position becomes vacant prior to the election of a
successor at the end of such Exchange Member " .cector’s term, whether because of death,
disability, disqualification, removal or resignation, and whenever any newly-created Exchange
Member Director position becomes available because of an increase in the number of Directors,
the Exchange Member Nominating Committee shall nominate, and a majority of Directors then
in office, though less thana quorum or a sole remaining Director, shall elect, a Person satisfying
the classification for the Exchange Member Director position to fill such vacancy until the
expiration of the rema. or to fill such newly-created Exchange Member Director
position until the expiration of such position’s designated term; provided, however, that if the
remaining term of office of an Exchange Member Director at the time of such Exchange Member
Director’s vacancy is not more than six (6) months, during the period of vacancy the Board shall
not be deemed to be in violation of Article III, Section 2(b) by virtue of such vacancy; and
further provided, that any vacancy resulting from removal from office by a vote of the Members
for cause may be filled by a vote of the members at the same meeting at which such removal
occurs.

(c) Subject to the terms of Article III, Section 4(g) and Section 2(d), whenever any Owner
Director position becomes vacant prior to the election of a successor at the end of such Owner
Director’s term, whether because of death, disability, disqualification, removal or resignation,
and whenever any newly-created Owner Director position becomes available pursuant to Article
II1, Section 4(g), the Designating Owner that nominated an Owner Director for such vacant
Owner Director position or that is entitled to nominate an Owner Director for such newly-created
Owner Director position shall nominate, and a majority of the Directors then in office though
less than a quorum or a sole remaining Director, shall elect, the individual nominated by such



Designating Owner to fill such vacancy until the expiration of the remaining term or to fill such
newly-created Owner Director position until the expiration of such position’s designated term;
provided, however, that if the remaining term of office of an Owner Director at the time of such
Owner Director’s vacancy is not more than six (6) months, during the period of vacancy the
Board shall not be deemed to be in violation of Article III, Section 2(b) by virtue of the
applicable Designating Owner failing to nominate an Owner Director to fill such vacancy; and
further provided, that any vacancy resulting from removal from office by a vote of the Members
for cause may be filled by a vote of the Members at the same meeting at which such removal
occurs.

Section 7. Removal and Resignation

(a) Any Director may be removed with or without cause by a majority vote of the Members;
provided, however, that any Exchange Member Director may be temoved only by a majority
vote of the Members for cause, which shall include such Exchange Member Director’s being
subject to a Statutory Disqualification, and any Owner Director may be removed only by a
majority vote of the Members acting or for cause, which shall include such Owner Director’s
being subject to a Statutory Disqualification. Upon t+ removal of an « vner Director, the
Designating Owner that nominated such removed Owner Director shall have the right to
nominate a replacement Owner Director pursuant to Article III, Section 6.

(b) Any Director may resign at any time either upon notice of resignation to the Chairman, the
Chief Executive Officer or the Secretary. Any such resignation shall take effect at the time
specified therein or, if the time is not specified, upon receipt thereof, and the acceptance of such
resignation, unless required by the terms thereof, shall not be necessary to make such resignation
effective.

Section 8. Place of Meetings; Mode

Any meeting of the' Board m y be held at such place, within or without the State of South
Dakota, as shall be designated in the notice of such meeting, but if no such designation is made,
then the meeting shall be held at the principal business office of the Company. Members of the
Board or any committee of the Board may participate in a meeting of the Board or committee by
conference telephone or other communications equipment by means of which all Person(s)
participating in the meeting can hear each other, and such participation in a meeting shall
constitute presence in person at the meeting.

Section 9. Regular Meetings

Regular meetings of the Board may be held, with or without notice, at such time or place as may
from time to time be specified in a resolution adopted by the Board.

Section 10. Special Meetings

(a) Special meetings of the Board may be called on a minimum of two (2) days’ notice to each



Director by the Chairman or the Chief Executive Officer and shall be called by the Secretary
upon the written request of two (2) Directors then in office.

(b) The Person(s) calling a special meeting of the Board shall fix the time and place at which the
meeting shall be held and such time and place shall be specified in the notice of such meeting.

Section 11. Exchange Member Meetings
The Company shall not be required to hold meetings of the Exchange Members.
Section 12. Voting, Quorum and Action by the Board

Each Director shall be entitled to one (1) vote. At all meetings of the Board, the presence of a
majority of the number of Directors then in office, but in no event less than one half (1/2) of the
total number of Directors, shall constitute a quorum for the transaction of business. If a quorum
shall not be present at any meeting of the Board, the Directors present at such meeting may
adjourn the meeting from time to time, without notice other than announcement at the meeting,
until a quorum shall be present. The act of a majority of the Directors present at any meeting at
which there is a quorum shall be the act of the Board except as may be otherwise specifically
provided by statute, the Certificate of Organization, or the Operating Agreement.

Section 13. Action in Lieu of Meeting

Unless otherwise restricted by statute, the Certificate of Organization or this Operating
Agreement, any action required or  itted to be taken at any meeting of the Board or any
committee thereof may be taken without a meeting if all members of the Board or committee, as
the case may be, consent thereto in writing o= by electronic transmission, and such writing or
electronic transmission is filed with the minutes of proceedings of the Board or the committee.

Section 14. Waiver of Notice

(a) Whenever notice is required to be given by applicable law, the Certificate of Organization or
this Operating Agreement, a waiver thereof by the Person(s) entitled to such notice, whether
before or after the time stated therein, shall be deemed equivalent to notice. Neither the business
to be transacted at, nor the purpose of, any regular or special meeting of the Board or committee
thereof need be specified in any waiver of notice.

(b) Attendance of a Person at a meeting shall constitute a waiver of notice of such meeting,
except when the Person attends a meeting for the express purpose of objecting, at the beginning
of the meeting, to the transaction of any business because the meeting is not lawfully called or
convened.

Section 15. Compensation of Board and Committee Members



The Board may provide for reasonable compensation of the Chairman, the Directors and the
members of committees of the Board. The Board may also provide for reimbursement of
reasonable expenses incurred by such Person(s) in connection with the business of the Company.

Section 16. Conflicts of Interest; Contracts and Transactions Involving Directors

(a) To the fullest extent permitted by law, a Director or a member of any committee of the

Board may not participate in the consideration or decision of any matter relating to a particular
Exchange Member or other Person if such Director or committee member has a material interest
in, or a professional, business or personal relationship with, that Exchange Member or Person, or
if such participation shall create an appearance of impropriety. Exchange Member Directors
shall not be deemed to be personally interested in the determination of matters that may affect
the Exchange Members as a whole or certain groups of Exchange Members and Exchange
Member Directors shall not be prohibited from participating in such determinations in the normal
course of conducting the Company’s business.

(b) No contract or transaction between the Company and one or more of its Directors or officers,
or between the Company and any other corporation, partnership, association or other
organization in which one or more of its Directors-or officers are directors or officers, or have a
financial interest, shall be void or voidable solely for this reason, or solely because the Director
or officer is present at or participates in the meeting of the Board or committee which authorizes
the contract or transaction, or solely because any such Director’s or officer’s votes are counted
for such purpose, if: (i) the material facts pertaining to such Director’s or officer’s relationship or
interest and as to the contract or transaction are disclosed or are known to the Board or the
committee, and the Board or comm’ tee in good-faith authorizes the contract or transaction by
the affirmative vote of a majority of the disinterested Directors, even though the disinterested
Directors are less than a quorum; (ii) the material facts as to the Director’s or officer’s
relationship or interest and as to the contract or transaction are disclosed or are known to the
Members entitled to vote thereon, and the contract or transaction is specifically approved in good
faith by vote of the Members; or (iii) the contract or transaction is fair as to the Company as of
the time it is authorized, approved or ratified, by the Board, a committee or the Members.

ARTICLE 1V - MEMBERS
Section 1. Annual Meeting; Election of Directors and Other Matters

(a) The annual meeting of Members shall be held at such place and time as determined by the
Board for the purpose of electing Directors and members of the Nominating and Governance
Committee and Exchange Member Nominating Committee, and for conducting such other
business as may properly come before the meeting. Written notice of the annual meeting stating
the place, date and hour of the meeting shall be given to each Member entitled to vote at such
meeting not less than ten (10) nor more than sixty (60) days before the date of the meeting,
unless otherwise required by law, the Certificate of Organization or this Operating Agreement.

(b) The first annual meeting of Members shall be held prior to the Company’s commencement of
operations as an Exchange.
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Section 2. Special Meetings

Special meetings of the Members, for any purpose or purposes, may be called by the

Chairman, the Board or the Chief Executive Officer, and shall be called by the Secretary at the
request in writing of Members owning not less than a majority of the then issued and outstanding
membership units of the Company entitled to vote. Written notice of a special meeting stating
the place, date and hour of the meeting and the purpose or purposes for which the meeting is
called, shall be given to each Member entitled to vote at such meeting not less than ten (10) nor
more than sixty (60) days before the date of the meeting, unless otherwise required by law, the
Certificate of Organization or this Operating Agreement. Business transacted at any special
meeting of Members shall be limited to the purpose(s) stated in the notice of the meeting.

Section 3. List of Members

The Secretary of the Company, or such other Person designated by the Secretary or the Board,
shall have charge of the ledger of the Company and shall prepare and make, at least ten (10) days
before every meeting of Members, a complete list of the Members entitled to vote at the meeting,
arranged in alphabetical order, and showing the address of each Member and the number of
membership units registered in the name of each Meiw. e Such list shall be open to the
examination of any Member, for any purpose germane to the meeting, during ordinary business
hours, for a period of at least ten (10) days prior to the meeting, at the principal place of business
of the Company. The list shall also be produced and kept at the time and place of the meeting
during the whole time of the meeting, and may be inspected by any Member who is present.

Section 4. Quorum and Vote Required for Action

(a) The holders of a majority of the membership units issued and outstanding and entitled to vote
thereat, present in person or represented by proxy, shall constitute a quorum at all meetings of
the Members for the transaction of business except as otherwise provided by applicable law, the
Certificate of Organization or this Operating Agreement. If, however, such quorum shall not be
present or represented at any meeting of the Members, the Members entitled to vote thereat,
present in person or represented by proxy, shall have power to adjourn the meeting from time to
time, without notice other than announcement at the meeting, until a quorum shall be present or
represented. At such adjourned meeting at which a quorum shall be present or represented, any
business may be transacted which might have been transacted at the meeting as originally
notified. If the adjournment is for more than thirty (30) days, or if after the adjournment a new
record date is fixed for the adjourned meeting, a notice of the adjourned meeting shall be given
to each Member of record entitled to vote at the meeting.

(b) When a quorum is present at any meeting, the vote of the holders of a majority of the
membership units having voting power present in person or represented by proxy shall decide
any question brought before such meeting, unless the question is one upon which by express
provision of applicable law or of the Certificate of Organization, a different vote is required, in
which case such express provision shall govern and control the decision of such question.
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Section 5. Voting; Proxies

Unless otherwise provided in the Certificate of Organization or this Operating Agreement, each
Member of the Company shall at every meeting of the Members be entitled to one (1) vote in
person or by proxy for each membership unit having voting power held by such Member, but no
proxy shall be voted on after three (3) years from its date, unless the proxy provides for a longer
period. Any such proxy shall be in writing and shall be filed with the Secretary of the Company
before or at the time of the meeting.

Section 6. Action in Lieu of Meeting

Any action upon which a vote of Members is required or permitted, may be taken without a
meeting, without prior notice and without a vote, if a consent in writing, setting forth the action
so taken, shall be signed by the holders of outstanding membership units having not less than the
minimum number of votes that would be necessary to authorize or take such action at a meeting
at which all shares entitled to vote thereon were present and voted and shall be delivered to the
Company in the manner required by law, provided that the matter to be acted upon by such
written consent previously has been directed by the Board to be submitted to the Members for
their action by written consent. Prompt notice of the taking of the corporate action without a
meeting by less than unanimous written consent shall be given to those Members who have not
so consented in writing.

Section 7. Ownership Limits

No Person, either alone or together with its related Person(s), may own, directly or indirectly, of
record or beneficially, more than 40% (or 20% if the Person is a member of the Exchange) of the
capital stock of the Company that has the right by its terms to vote in the election of the Board or
on other matters (other than matters affecting the rights, preferences, or privileges of the capital
stock). However, the Board, with respect to each owner exceeding the foregoing ownership
limitations, may waive such restriction on condition that: (i) such waiver will not impair the
ability of the Exchange to carry out its respective functions and responsibilities under the Act;
(i1) such waiver is in the best interests of the Exchange and its Members; (iii) such waiver will
not impair the ability of the Commission to enforce the Act; (iv) neither the subject owner nor
any of its related Person(s) is subject to a Statutory Disqualification (within the meaning of
Section 3(a)(39) of the Act); and (v) neither the owner nor any of its related Person(s) is an
Exchange Member.

ARTICLE V - COMMITTEES OF THE BOARD
Section 1. Number of Committees
The committees of the Board shall consist of a Compensation Committee, an Audit Committee,
an Executive Committee, a Regulatory Oversight Committee, an Appeals Committee, and such

other committees as may be from time to time established by the Board for a specific and limited
purpose. Committees shall have such authority as is vested in them by this Operating Agreement
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or the Rules, or as is delegated to them by the Board. All committees are subject to the control
and supervision of the Board.

Section 2. Appointment and Removal; Vacancies; Term

(a) The Board, after consultation with the Chairman, may designate, consistent with this
Operating Agreement, the members of all committees of the Board, and the Board may, at any
time, with or without cause, remove any member of a committee so appointed, after consultation
with the Chairman. Each committee shall be comprised of at least three (3) members of the
Board; provided, however, that except as set forth herein, every committee shall have at least
half or a majority of Independent Directors. In designating members to committees of the Board,
the Board is responsible for determining that any such committee meets the composition
requirements set forth in this Article V. The Board, after consultation with the Chairman, may
designate one or more Directors as alternate members of any committee who may replace any
absent or disqualified member at any meeting of the committee. Except as otherwise set forth in
this Operating Agreement, the Board, after consultation with the Chairman, may have non-voting
observers attend committee meetings.

(b) A committee member shall be removed immediately upon a determination by the Board, by a
majority vote of the Directors, (i) that the committee member no longer satisfies the
classification for which the committee member was selected, and (i) that the committee
member’s continued service as such would violate the compositional requirements of such
committee set forth in this Article V.

(c) Any vacancy occurring in a committee shall be filled by the Board, after consultation with the
Chairman, for the remainder of the term, with the approval of the Board.

(d) Except as otherwise provided by this Operating Agreement or by the Board, members of a
committee shall hold office for a one (1) year period.

Section 3. Conduct of Proceedings

Except as otherwise provided in this Operating Agreement or by the Board, each committee may
adopt its own rules of procedure and may meet at stated times or on such notice as such
committee may determine. Each committee shall keep regular minutes of its meetings and report
the same to the Board when required.

Section 4. Voting, Quorum and Action by Committees

Each committee member shall be entitled to one (1) vote. Unless otherwise required by the
Operating Agreement, the presence of a majority of the number of committee members serving
on a committee shall constitute a quorum for the transaction of business of such committee. If a
quorum shall not be present at any meeting of a committee, the committee members present at
such meeting may adjourn the meeting from time to time, without notice other than
announcement at the meeting, until a quorum shall be present. The act of a majority of the
committee members present at any meeting at which there is a quorum shall be the act of such

13



committee except as may be otherwise specifically provided by applicable law or this Operating
Agreement.

Section 5. Specified Committees

(a) The Board, after consultation with the Chairman, shall designate the members of a
Compensation Committee, which shall consist of two Independent Directors. The Compensation
Committee shall consider and recommend compensation policies, programs and practices for
officers and other employees of the Company and shall assist the Board in fulfilling its
responsibilities to ensure the structures of compensation systems of the Exchange do not
interfere with the Exchange’s ability to fulfill its responsibilities as an-SROa LVERO. The
Board, after consultation with the Chairman, may designate non-voting observers who shall be
permitted to attend and participate in committee meetings.

(b) The Board, after consultation with the Chairman, shall designate the members of an Audit
Committee, which shall consist solely of Directors, including half or a majority of Independent
Directors. An Independent Director shall serve as Chairman of the Audit Committee. The Audit
Committee shall perform the following primary functions, as well as such other functions as may
be specified in the charter of the Audit Committee: (1) assist the Board in fulfilling its
responsibilities to oversee the financial soundness and compliance resources and the
effectiveness of financial and compliance control processes related to the operation of the
Company; (i) take appropriate actions to oversee overall corporate policy for quality activities
and reporting of a SROLVERO, sound business risk management practices and ethical behavior;
(i11) provide oversight over the Company’s financial reporting process and the financial
information that is provided to Members, regulatory authorities and others; (iv) provide oversight
over the systems of internal cc rols, te hnology and information integrity established by
management and the Board and the Company’s legal and compliance process; (v) select,
evaluate and, where appropriate, replace any independent auditors retained by the Company to
perform internal or other audit functions directly for the Company; (vi) oversee all activities of
the Company’s internal audit function, including management’s responsiveness to internal audit
recommendations and selecting and replacing and determining the compensation of the head of
the Internal Audit Department (or if such position is outsourced, selecting and replacing and
determining the compensation of the third party provider), in consultation with management; and
(vii) oversee enterprise risk and technology operations, including security and business
continuity measures. The Audit Committee shall have authority to: (A) hire or terminate the
head of the Company’s Internal Audit Department; (B) determine the compensation of the head
of the Internal Audit Department; and (C) determine the budget for the Internal Audit
Department. The Internal Audit Department and its head shall report directly to the Audit
Committee. The Audit Committee may, in its discretion, direct that the Internal Audit
Department also report to senior management of the Company on matters the Audit Committee
deems appropriate and may request that senior management of the Company perform such
operational oversight as necessary and proper, consistent with preservation of the independence
of the internal audit function. Nothing herein shall prohibit or be deemed to be in conflict with
the ability of the Exchange to retain a third party to perform all or a portion of its audit function,
provided that the Exchange shall supervise and have primary responsibility for any action
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undertaken by a third-party auditor retained to perform all or a portion of the Exchange’s audit
function.

(c) The Board, after consultation with the Chairman, shall designate the members of a
Regulatory Oversight Committee, which shall consist solely of Independent Directors. The
Regulatory Oversight Committee shall assist the Board in fulfilling its responsibilities to oversee
the adequacy and effectiveness of the Exchange’s regulatory and SROLVERO responsibilities,
including those responsibilities with regard to each of its facilities, as defined in Section 3(a)(2)
of the Exchange Act; assess the Exchange’s regulatory performance and assist the Board and
committees of the Board in reviewing the regulatory plan; and oversee the overall effectiveness
of the Exchange’s performance of its regulatory functions.

(d) The Board, after consultation with the Chairman, shall appoint an Appeals Committee, which
shall consist solely of two Independent Directors and one Exchange Member Director. The
Appeals Committee shall preside over all appeals related to disciplinary and Adverse Action
determinations in accordance with the Exchange Rules.

(e) The Board, after consultation with the Chairman, may appoint an Executive Committee,
which shall, to the fullest extent permitted by applicable law, have and be permitted to exercise
all the powers and authority of the Board in the manage.aent of the business and affairs of the
Company between meetings of the Board anA to facilitate coordination of Board processes.

The percentage of Independent Directors on the Executive Committee shall be at least as great as
the percentage of Independent Directors on the whole Board, and the percentage of Member
Representative Directors on the Executive Committee shall be at least as great as the percentage
of Member Representative Directors on the whole Board.

ARTICLE VI - COMMITTEES OF THE EXCHANGE

Section 1. Election of Nominating and Governance Committee and Exchange Member
Nominating Committee.

The Nominating and Governance Committee and the Exchange Member Nominating Committee
shall each be elected on an annual basis by a vote of the Members. Each of the Nominating and
Governance Committee and Exchange Member Nominating Committee, after completion of its
respective duties for nominating Directors for election to the Board for that year, shall nominate
candidates to serve on the succeeding year’s Nominating and Governance Committee or
Exchange Member Nominating Committee, as applicable, such candidates to be voted on by the
Members at the annual meeting of Members. Additional candidates for the Exchange Member
Nominating Committee may be nominated and elected pursuant to the same process as provided
for in Article III, Section 4.

Section 2. Nominating and Governance Committee
The Nominating and Governance Committee shall be responsible for (a) developing and

recommending governance policies to the Board; (b) nominating candidates for election to the
Board at the annual Member meeting and all other vacant or new Director positions on the Board
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(other than Owner Director positions) and in making such nominations, ensuring that candidates
meet the compositional requirements of Article III, Section 2(b); (¢) nominating director
candidates and chairperson(s) to serve on committees of the Board; and (d) overseeing an annual
self-evaluation of the Independent Directors and each Board committee. The Nominating and
Governance Committee shall also oversee the implementation and effectiveness of the Operating
Agreement, committee charters, policies and other governance documents as needed; review and
recommend best practices in corporate governance; and oversee an orientation for new directors.
The Nominating and Governance Committee shall consist solely of two (2) Independent
Directors. The Nominating and Governance Committee shall have such other duties and may
exercise such other authority as may be prescribed by resolution of the Board and the Charter of
the Nominating and Governance Committee as adopted by resolution of the Board.

Section 3. Exchange Member Nominating Committee

The Exchange Member Nominating Committee shall nominate candidates for each Exchange
Member Director position on the Board that is to be elected by Exchange Members or Members
under the terms of this Operating Agreement and all other vacant or new Exchange Member
Director positions on the Board. Each member of the Exchange Member Nominating Committee
shall qualify as an Exchange Member Director, except that such committee member is not
required to be a Director. Upon request of the Secretary, any such prospective committee
member who is not a Director shall provide to the Secretary such information as is reasonably
necessary to serve as the basis for a determination of the prospective committee member’s
classification. The Secretary shall certify to the Board such prospective committee member’s
classification. Such committee member shall update the information submitted under this
subsection at least annually and upon request of the Secretary, and shall report immediately to
the Secretary any change in such information.

ARTICLE VII — OFFICERS, AGENTS AND EMPLOYEES
Section 1. General
The officers of the Company shall include a Chief Executive Officer and a Chief Regulatory
Officer, and such other officers (including a Secretary) as in the Board’s opinion are desirable for
the conduct of the business of the Company. Any two or more offices may be held by the same

Person, except that the offices of the Chief Executive Officer and Secretary may not be held by
the same Person.

Section 2. Appointment and Tenure

Each officer of the Company shall be appointed by the Board on an annual basis, and shall hold
office until his or her successor is appointed and qualified or until his or her earlier death,
disability, disqualification, removal or resignation. An officer may serve for any number of

terms, consecutive or otherwise.

Section 3. Resignation and Removal of Officers; Vacancies
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Any officer may resign at any time upon notice of resignation to the Chairman, the Chief
Executive Officer or the Secretary, or a designee of the Board, if none such officers are then-
appointed. Any such resignation shall take effect upon receipt of such notice or at any later time
specified therein, or if the time is not specified, upon receipt thereof, and the acceptance of such
resignation, unless required by the terms thereof, shall not be necessary to make such resignation
effective. Any officer of the Company may be removed, with or without cause, by the Board.
Such removal shall be without prejudice to the contractual rights of the affected officer, if any,
with the Company.

Section 4. Compensation

The Compensation of the Chief Executive Officer shall be fixed by the Compensation
Committee. The salaries of all other officers and agents of the Company shall be fixed by the
Chief Executive Officer, in consultation with the Compensation Committee.

Section 5. Powers and Duties; Delegation

Each of the officers of the Company shall, unless otherwise ordered by the Board, have such
powers and duties as customarily pertain to the respective office, and such further powers and
duties as from time to time may be conferred by the Board, or by an officer delegated such
authority by the Board. The Board may delegate the duties and powers of any officer of the
Company to any other officer or to any Director for a specified period of time and for any reason
that the Board may deem sufficient.

Section 6. Chief Executive Officer

The Chief Executive Officer may be the Chairman of the Board. The Chief Executive Officer
shall be the Chief Executive Officer of the Company, shall have general supervision over the
business and affairs of the Company, and shall serve at the pleasure of the Board. The Chief
Executive Officer shall h ve all powers and duties usually incident to the office of the Chief
Executive Officer, except as specifically limited by a resolution of the Board. The Chief
Executive Officer shall exercise such other powers and perform such other duties as may be
assigned to the Chief Executive Officer from time to time by the Board.

Section 7. Chief Regulatory Officer

The Chief Regulatory Officer shall have general supervision of the regulatory operations of the
Company, including responsibility for overseeing the Company’s surveillance, examination and
enforcement functions and for administering any regulatory services agreements with another
SROregulatory organization to which the Company is a party. The Chief Regulatory Officer
shall meet with the Regulatory Oversight Committee of the Company in executive session at
regularly scheduled meetings of such committee, and at any time upon request of the Chief
Regulatory Officer or any member of the Regulatory Oversight Committee. The Chief
Regulatory Officer may, but is not required to, also serve as the General Counsel of the
Company.
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Section 8. Secretary

The Secretary shall act as Secretary of all meetings of the Board at which the Secretary is
present, shall record all the proceedings of all such meetings in a book to be kept for that
purpose, shall have supervision over the giving and service of notices of the Company, and shall
have supervision over the care and custody of the books and records of the Company. The
Secretary shall be empowered to affix the Company’s seal, if any, to documents, the execution of
which on behalf of the Company under its seal is duly authorized, and when so affixed, may
attest the same. The Secretary shall have all powers and duties usually incident to the office of
Secretary, except as specifically limited by a resolution of the Board. The Secretary shall
exercise such other powers and perform such other duties as may be assigned to the Secretary
from time to time by the Board or the Chief Executive Officer.

ARTICLE VIII - INDEMNIFICATION
Section 1. Indemnification of Directors, Officers, Employees and Other Agents

(a) Right to Indemnification. The Company shall indemnify and hold harmless, to the fullest
extent permitted by applicable law as it presently exists or may hereafter be amended, any person
(a “Covered Person”) who was or is made or is threatened to be made a party or is otherwise
involved in any action, suit or proceeding, whether civil, eriminal, administrative, arbitrative or
investigative (a “Proceeding”) by reason of the fact that he or she, or a Person for whom he or
she is the legal representative, is or was a Director or officer of the Company or, while a Director
or officer of the Company, is or was serving at the request of the Company as a Director, officer,
employee or agent of another corporation or of a partnership, joint venture, trust, enterprise or
nonprofit entity, including service with respect to employee benefit plans, against all liability and
loss suffered and expenses (including attorneys’ fees) reasonably incurred by such Covered
Person. Notwithstanding the preceding sentence, except as otherwise provided in Section 1(c) of
this Article VIII, the Company shall be required to indemnify a Covered Person in connection
with a proceeding (or part thereof) commenced by such Covered Person only if the
commencement of such proceeding (or part thereof) by the Covered Person was authorized in the
specific case by the Board.

(b) Prepayment of Expenses. The Company may, to the fullest extent not prohibited by
applicable law, pay the expenses (including attorneys’ fees) incurred by a Covered Person in
defending any proceeding in advance of its final disposition; provided, however, that, to the
extent required by law, such payment of expenses in advance of the final disposition of the
proceeding shall be made only upon receipt of an undertaking by the Covered Person to repay all
amounts advanced if it should be ultimately determined that the Covered Person is not entitled to
be indemnified under this Article VIII or otherwise.

(c) Nonexclusivity of Rights. To the fullest extent permitted by the Company’s Certificate of
Organization, the rights conferred on any Covered Person by this Article VIII shall not be
exclusive of any other rights that such Covered Person may have or hereafter acquire under any
statute, provision of the Certificate of Organization, this Operating Agreement, agreement, vote
of Members or disinterested Directors or otherwise. The Company is specifically authorized to
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enter into individual contracts with any or all of its Directors, officers, employees or agents with
respect to indemnification and advances, to the fullest extent permitted by law and the
Company’s Certificate of Organization.

(d) Other Sources. The Company’s obligation, if any, to indemnify or to advance expenses to
any Covered Person who was or is serving at its request as a Director, officer, employee or agent
of another corporation, partnership, joint venture, trust, enterprise or nonprofit entity shall be
reduced by any amount such Covered Person may collect as indemnification or advancement of
expenses from such other corporation, partnership, joint venture, trust, enterprise or non-profit
enterprise.

(e) Survival of Rights. The rights conferred on any Covered Person shall inure to the benefit of
the heirs, executors and administrators of such a Person.

(f) Insurance. The Company, upon approval by the Board of Directors, may purchase insurance
on behalf of any Person required or permitted to be indemnified pursuant to this Article VIII.

(g) Amendments. Any modification or repeal of the » uvisions of this . -ticle VIII shall not
adversely affect any right or protection hereunder < any Ce cred Person in respect of any
proceeding (regardless of when such proceeding is first threatened, commenced or completed)
arising out of, or related to, any act or omission occurring prior to the time of such repeal or
modification.

(h) Other Indemnification and Advancement of Expenses. This Article VIII shall not limit the
right of the Company, to the extent and in the manner permitted by law, to indemnify and to
advance expenses to Person(s) other than Covered Person(s) when and as authorized by
appropriate corporate action.

(j) Saving Clause. If this Article VIII or any portion hereof shall be invalidated on any ground
by any court of competent jurisdiction, then the Company shall nevertheless indemnify each
Covered Person to the fullest extent permitted by any applicable portion of this Article VIII that
shall not have been invalidated or by any other applicable law.

Section 2. Exchange Not Liable
Except as provided in the Exchange Rules, the Company shall not be liable for any loss or
damage sustained by any current or former Exchange Member related to the use or enjoyment by
such Exchange Member of the facilities afforded by the Company (or any predecessor or
successor thereof) or its subsidiaries.

ARTICLE IX - AMENDMENTS; EMERGENCY OPERATING AGREEMENT
Section 1. By the Members or Board

This Operating Agreement may be altered, amended or repealed, or new Operating Agreement
may be adopted, (i) by the written consent of the Members of the Company, or (ii) at any regular
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or special meeting of the Board by a resolution adopted by the Board; provided, however, that
the Board shall not be entitled to amend or repeal, or adopt any new Operating Agreement that
would be otherwise inconsistent with the Act or rules thereunder.

Section 2. Emergency Operating Agreement

The Board may adopt an emergency Operating Agreement subject to repeal or change by action
of the Members of the Company that shall, notwithstanding any different provision of applicable
law, the Certificate of Organization or this Operating Agreement, be operative during any
emergency resulting from any attack on the United States or on a locality in which the Company
conducts its business or customarily holds meetings of the Board, any catastrophe, or other
emergency condition, as a result of which a quorum of the Board or a committee thereof cannot
readily be convened for action. Such emergency Operating Agreement may make any provision
that may be practicable and necessary under the circumstances of the emergency.

Section 3. Authority to Take Action Under Extraordinary Market Conditions

The Board, or such Person(s) as may be designated by the Board, in the event of extraordinary
market conditions, shall have the authority to take any action regarding: (a) the trading in, or
operation of, the securities exchange operated by the Company or any other organized securities
markets that may be operated by the Comparv, the operation of any automated system owned or
operated by the Company, and the participation in any such system of any or all Person(s) or the
trading therein of any or all securities; and (b) the operation of any or all offices or systems of
Exchange Members, if, in the opinion of the Board or the Person(s) hereby designated, such
action is necessary or appropriate for the protection of investors or the public interest or for the
orderly operation of the marketplace or the System.

ARTICLE X - EXCHANGE AUTHORITIES
Section 1. Rules

The Board, acting in accordance with the terms of this Operating Agreement and the Rules, shall
be vested with all powers necessary for the governance of the Company as an “Exchange”
within the meaning of the Act. To promote and enforce just and equitable principles of trade and
business, to maintain high standards of commercial honor and integrity among Exchange
Members, to collaborate with governmental and other agencies in the promotion of fair practices
and the elimination of fraud, and to carry out the purposes of the Company and of the Act, the
Board is hereby authorized to adopt such Rules and such amendments thereto as it may, from
time to time, deem necessary or appropriate. If any such Rules or amendments thereto are
approved by the Commission or otherwise become effective as provided in the Act, they shall
become operative Exchange Rules as of the date of Commission approval or effectiveness under
the Act unless a later operative date is declared by the Company. The Board is hereby
authorized, subject to the provisions of this Operating Agreement and the Act, to administer,
enforce, interpret, issue exemptions from, suspend or cancel any Rules adopted hereunder.

Section 2. Disciplinary Proceedings
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(a) The Board is authorized to establish procedures relating to disciplinary proceedings involving
Exchange Members and their Associated Person(s).

(b) The Board is authorized to impose appropriate sanctions applicable to Exchange

Members, including censure, fine, suspension or expulsion from membership, suspension or bar
from being associated with all Exchange Members, limitation of activities, functions and
operations of an Exchange Member or any other fitting sanction, and to impose appropriate
sanctions applicable to Person(s) Associated with Exchange Members, including censure, fine,
suspension or barring a Person Associated with an Exchange Member from being associated
with all Exchange Members, limitation of activities, functions and operations of a Person
Associated with an Exchange Member or any other fitting sanction, for:

(1) a breach by an Exchange Member or a Person Associated with an Exchange Member
of any covenant with the Company or its Members;

(i1) violation by an Exchange Member or a Person Associated with an Exchange Member
of any of the terms, conditions, covenants and provisions of the Rules or the federal
securities laws, including the rules and regulations adopted thereunder;

(ii1) failure by an Exchange Member or Person Associated with an Exchange Member to:
(A) submit a dispute for arbitration as may be required by the Rules; (B) appear or
produce any document in the Exchange Member’s or Person’s possession or control as
directed pursuant to the Rules; (C) comply with an award of arbitrators properly
rendered, where a timely m tion to vacate or modify such award has not been made
pursuant to applicable law or where such a motion has been denied; or (D) comply with a
written and executed settlement agreement obtained in connection with an arbitration or
mediation submitted for disposition; or

(iv) failure by an Exchange Member or Person Associated with an Exchange Member to
adhere to any ruling, order, direction or decision of, or to pay any sanction, fine or costs
imposed by, the Board or any Person to which the Board has delegated its powers.

Section 3. Exchange Member Qualifications

(a) The Board shall have authority to adopt rules and regulations applicable to Exchange
Members, applicants seeking to become Exchange Members and Person(s) associated with
applicants or Exchange Members, establishing specified and appropriate standards with respect
to the training, experience, competence, financial responsibility, operational capability and such
other qualifications as the Board finds necessary or desirable.

(b) The Board may from time to time make such changes in such rules, regulations and standards
as it deems necessary or appropriate.
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(c) Uniform standards for regulatory and other access issues, such as admission to membership,
shall be promulgated and applied on a consistent basis and the Company shall institute
safeguards to ensure fair and evenhanded access to all of its services and facilities.

Section 4. Fees, Dues, Assessments and Other Charges

The Board shall have authority to fix and levy the amount of fees, dues, assessments and other
charges to be paid by Exchange Members and issuers and any other Person(s) using any facility
or system that the Company operates or controls; provided, however, that such fees, dues,
assessments and other charges shall be equitably allocated among Exchange Members and
issuers and any other Person(s) using any facility or system that the Company operates or
controls. Any revenues received by the Company from fees derived from its regulatory function
or regulatory penalties shall not be used for non-regulatory purposes or distributed to the
Members, but rather, shall be applied to fund the legal and regulatory operations of the Company
(including surveillance and enforcement activities), or, as the case may be, shall be used to pay
restitution and disgorgement of funds intended for Participants.

ARTICLE XI - MISCELLANEOUS PROVISIONS
Section 1. Fiscal Year
The fiscal year of the Company shall be as determined from time to time by the Board.
Section 2. Participation in Board and Committee Meetings
All meetings of the Board (and any committees of the Board) pertaining to the sel-limited
volume exempt regulatory function of the Company (including disciplinary matters) shall be
closed to all Person(s) other than Directors and officers, employees, agents or advisors whose

participation is necessary or appropriate to the proper discharge of such regulatory functions and
any representatives of the Commission.

Section 3. Books and Records; Confidentiality of Information and Records Relating to
SROLVERO Function

The books and records of the Company shall be maintained at a location within the United
States. All books and records of the Company reflecting confidential information pertaining to
the sel-limited volume exempt regulatory function of the Company (including disciplinary
matters, trading data, trading practices and audit information) and the information contained in
those books and records shall be retained in confidence by the Company and the Directors,
officers, employees, hearing officers, other agents and advisors of the Company, shall not be
used by the Company for any non-regulatory purposes and shall not be made available to any
Person (including any Exchange Member) other than to personnel of the Commission, and those
Directors, officers, employees, hearing officers, other agents and advisors of the Company, to the
extent necessary or appropriate to discharge properly the sel-limited volume exempt regulatory
responsibilities of the Company.
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Section 4. Dividends

Subject to any provisions of any applicable statute, other provisions of this Operating Agreement
or the Certificate of Organization, distributions may be declared upon the membership units of
the Company by, and in the absolute discretion of, the Board; and any such dividends may be
paid in cash, property or membership units of the Company, as determined by the Board, and
shall be declared and paid on such dates and in such amounts as are determined by the Board.

Section 5. Reserves

Before payment of any distributions, there may be set aside out of any funds of the Company
available for distributions such sum or sums as the Board from time to time, in its absolute
discretion, determines to be proper as a reserve or reserves to meet contingencies, or for
equalizing dividends, or for repairing or maintaining any property of the Company, or for such
other purpose as the Board shall determine to be conducive to the interests of the Company, and
the Board may modify or abolish any such reserve in the manner in which it was created.

Section 6. Execution of Instruments, Contracts, ete.

(a) All checks, drafts, bills of exchange, notes or other obligations or orders for the payment of
money shall be signed in the name of the Company by s. h officer or officers or Person(s) as the
Board, or a duly authorized committee thereof, may from time to time designate, or by the Chief
Executive Officer, the Chief Regulatory Officer, the Secretary or such other officer or officers or
Person(s) as the Chief Executive Officer, the Chief Regulatory Officer or the Secretary may from
time to time designate (collectively, the “Authorized Officers”). Except as otherwise provided
by applicable law, the Board, any committee given specific authority in the premises by the
Board, or any committee given authority to exercise generally the powers of the Board during
intervals between meetings of the Board may authorize any Authorized Officer, in the name of
and on behalf of the Company, to enter into or execute and deliver deeds, bonds, mortgages,
contracts and other‘obligations or instruments, and such authority may be general or confined to
specific instances.

(b) All applications, written instruments and papers required by any department of the United
States government or by any state, county, municipal or other governmental authority may be
executed in the name of the Company by any Authorized Officer of the Company.

Section 7. Power to Vote

Unless otherwise instructed by the Board, the Chief Executive Officer of the Company shall
have the power and authority on behalf of the Company to attend and to vote at any meeting of
members, partners or equity holders of any corporation, partnership or any other entity in which
the Company may hold stock, partnership or other equity interests, as the case may be, and may
exercise on behalf of the Company any and all of the rights and powers incident to the ownership
of such stock, partnership or other equity interest at such meeting, and shall have the power and
authority to execute and deliver proxies, waivers and consents on behalf of the Company in
connection with the exercise by the Company of the rights and powers incident to the ownership
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of such stock, partnership or other equity interest. The Board and the Chief Executive Officer
may from time to time confer like powers upon any other Person(s).

Section 8. Notices

Unless otherwise provided in this Operating Agreement or by law, any and all notices
contemplated by this Operating Agreement shall be deemed adequately given if in writing and
delivered in hand, or upon receipt when sent by telecopy or electronic “PDF” or similar
transmission (receipt confirmed), or one (1) Business Day after being sent, postage prepaid, by
nationally recognized overnight courier (e.g., Federal Express), or five (5) business says after
being sent by certified or registered mail, return receipt requested, postage prepaid, to the party
or parties for whom such notices are intended. Notices of special meetings of Directors shall be
given to each Director at his or her business address or such other address as he or she may have
advised the Secretary to use for such purpose.

Section 9. Severability

If any provision of this Operating Agreement, or the application of any provision of this
Operating Agreement to any Person or circumstanc , is he’ invalid, the remainder of this
Operating Agreement and the application of such provision to other Person(s) or circumstances
shall not be affected.

Section 10. Limited Liability Company Certificates; Uncertificated Membership Interests

The membership units of the Comp  may be represented by certificates, provided that the
Board may provide by resolution that some or all of any or all classes or series of the Company’s
units shall be uncertificated. Every holder of membership units of the Company represented by
certificates shall otherwise be entitled to have a certificate, in such form as may be prescribed by
law and by the Board, representing the number of shares held by such holder registered in
certificate form.
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CHAPTER 1. ADOPTION, INTERPRETATION AND APPLICATION OF RULES, AND
DEFINITIONS

Rule 1.1. Adoption of Exchange Rules

The following Exchange Rules are adopted pursuant to Article I1I, Section 1 and Article X,
Section 1 of the Operating Agreement of the Exchange.

Rule 1.2. Interpretation

Exchange Rules shall be interpreted in such a manner to comply with the rules and requirements
of the Act and to effectuate the purposes and business of the Exchange, and to require that all
practices in connection with the securities business be just, reasonable and not unfairly
discriminatory.

Rule 1.3. Applicability

Exchange Rules shall apply to all Exchange Members and Person(s) Associated with an
Exchange Member.

Rule 1.4. Effective Time

All Exchange Rules shall be effective when approved by the Commission in accordance with the
Act and the rules and regulations thereunder, except for those Rules that are effective upon filing
with the Commission in accordance with the Act and the rules thereunder and except as
otherwise specified by the Exchange or provided elsewhere in these Rules.

Rule 1.5. Definitions

Unless the context otherwise requires, defined terms used shall have the meaning set forth
below:

(a) “Act” means the Securities Exchange Act of 1934, as amended and in effect from time to
time and any successor statute.

(b) “Adverse Action” shall mean any action taken by the Exchange which adversely affects the
rights of any Exchange Member, applicant for membership, or any Person Associated with
an Exchange Member (including the denial of membership and the barring of any Person
from becoming associated with an Exchange Member) and any prohibition or limitation by
the Exchange imposed on any Person with respect to access to services offered by the
Exchange, or an Exchange Member thereof. This term does not include disciplinary actions
for violations of any provision of the Act or the rules and regulations promulgated
thereunder, any provision of the Operating Agreement or Exchange Rules or any
interpretation thereof, or resolution or order of the Board or appropriate Exchange committee
which has been filed with the Commission pursuant to Section 19(b) of the Act and has
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become effective thereunder. Review of disciplinary actions is provided for in Chapter VIII
of the Exchange Rules.

(c) “Affiliate” means, with respect to any Person, any other Person directly or indirectly through
one or more intermediaries controlling or controlled by, or under direct or indirect common
control with, such Person. “Affiliated” shall have the correlative meaning.

(d) The terms “Board” and “Board of Directors” shall mean the Board of Directors of the
Company.

(e) “Broker” shall have the same meaning as set forth in Section 3(a)(4) of the Act or, where
applicable, a Person operating pursuant to an exemption from registration under the Act.

(f) “Commission” means the United States Securities and Exchange Commission.

(g) “Company” means Automated Matching Systems Exchange, LLC, a South Dakota limited
liability company.

(h) “Dealer” shall have the same meaning as in Section 3(a)(5) of the Act or, where applicable, a
Person operating pursuant to an exemption from registration under the Act.

(1) “Designating Owner” shall mean a Memt - of tne Company that holds (together with its
Affiliates) at least a fifteen percent (15%) beneficial interest.

() “Designated Self-Regulatory Organization” shall mean a self-regulatory organization,
other than the Exchange, designated by the Commission under Section 17(d) of the Act to
enforce compliance by Exchange Members with Exchange Rules.

(k) The term “Exchange” shall mean Automated Matching Systems Exchange, LLC, a
registered national securities exchange, or system operating as an exemption therefrom under
the Act.

(1) “Exchange Member” necans any Person who has been admitted to membership in the
Exchange and is permitted to effect transactions on the Exchange without the services of
another Person acting as Broker. An Exchange Member is not a Member of the Company for
purposes of voting, distributions, and other rights conferred by ownership of the Company by
reason of being an Exchange Member. An Exchange Member shall have the status as
provided in Section 3(a)(3) of the Act or, where applicable, a Person operating pursuant to an
exemption from registration under the Act.

(m)“Exchange Member Nominating Committee” means the Exchange Member Nominating
Committee elected pursuant to the Operating Agreement.

(n) “Exchange Member Representative” means the Person identified to the Company by an
Exchange Member as the individual authorized to represent, vote, and act on behalf of the
Exchange Member. An Exchange Member may change its Exchange Member
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Representative or appoint a substitute for its Exchange Member Representative upon giving
notice thereof to the Company. An Exchange Member Representative of an Exchange
Member or a substitute shall be a member of senior management and a principal of the
Exchange Member.

(o) “Independent Director” means a Director who has no material relationship with (i) the
Company or any Affiliate of the Company or (i1) any Exchange Member or any Affiliate of
any Exchange Member.

(p) “Industry Member” means a member of any committee or hearing panel who has such
qualifications and experience in the securities industry as the Exchange so prescribes.

(q) with or provides professional services to the Exchange or any affiliate thereof or has had any
such relationship or provided any such services at any time within the prior three (3) years.

(r) “List of Candidates” shall have the meaning set forth in Article III, Section 4(e).

(s) “Member” means any Person who maintains a direct ownership interest in the Company by
way of membership units.

(t) “Nominating and Governance Committee” means the Nominating and Governance
Committee elected pursuant to this Operating Agreement.

(u) “Owner Director” shall mean =~ ctor n .anated by a Designating Owner pursuant to
Article III, Section 4(g) and elected by the Members of the Company.

(v) “Owner Exchange Member” means an Exchange Member that also maintains, directly or
indirectly, an ownership interest in the Company.

(w)“Participant” si. ! mean a P< son who has entered into a contractual agreement with an
Exchange Member for the purpose of effecting transactions in securities or submitting,
disseminating, or displaying orders.

(x) “Person” means any individual, partnership, joint stock company, corporation, entity,
association, trust, limited liability company, joint venture, unincorporated organization, and
any government, governmental department or agency or political subdivision of any
government.

(y) “Person Associated with an Exchange Member” or “Associated Person of an Exchange
Member” means any Exchange Member, officer, or director of an Exchange Member (or
other Person occupying a similar status or performing similar functions), any Person directly
or indirectly controlling, controlled by, or under common control with, such Exchange
Member or any employee of such Exchange Member, except that any Person Associated with
an Exchange Member whose functions are solely clerical or ministerial shall not be included
in the meaning of such term.
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(z) “Petition Candidates” shall have the meaning set forth in Article III, Section 4(c).

(aa)  “Petition Date” means a date at least thirty-five (35) days before the date announced as
the date for the annual meeting of Members.

(bb)  “Petition Deadline” shall have the meaning set forth in Article III, Section 4(c).

(cc)  “Qualified Clearing Agency” means a clearing agency registered with the Commission
pursuant to Section 17A of the Act.

(dd) ‘Rules” or “Exchange Rules” shall have the same meaning as set forth in Section
3(a)(27) of the Act, with respect to the Company.
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Aet-or LVERO” means an entity exercising self-regulatory powers pursuant to an
exemption from registration under the Act.

(ff)  “Statutory Disqualification” shall have the meaning set forth in Section 3(a)(39) of the
Act.

(gg) “Subscriber” shall mean a Person who has entered into a contractual agreement with an
Exchange Member for the purpose of effecting transactions in securities or submitting,
disseminating, or displaying orders.

(hh)  “System” shall mean the electronic communications faetltyand trading facilities
designated by the Board through which securities of the Exchange Mewmbers-are quoted,
transactions reported, or orders routed for execution.

Definitions apply equally to both the singular and plural forms of the defined terms. The
terms “include” and “including” and other words of similar import shall be deemed to be
followed by the phrase “without limitation.” The terms “herein,” “hereof,” and “hereunder”
and other words of similar import refer as a whole and not to any particular section or subsection.
The headings appear as a matter of convenience only and shall not affect the interpretation.

CHAPTER II. MEMBERS OF THE EXCHANGE

Rule 2.1. Rights, Privileges and Duties of Exchange Members

Unless otherwise provided in the Exchange Rules or the Operating Agreement of the Exchange,
each Exchange Member shall have the rights, privileges and duties of any other Exchange
Member.

Rule 2.2. Obligations of Exchange Members and the Exchange

In addition to all other obligations imposed by the Exchange in its Operating Agreement or the
Exchange Rules, all Exchange Members, as a condition of effecting securities transactions
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through the Exchange, shall agree to be regulated by the Exchange and shall recognize that the
Exchange is obligated to undertake to enforce compliance with the provisions of the Exchange
Rules, its Operating Agreement, its interpretations and policies and with the provisions of the
Act and regulations thereunder, and that, subject to orders and rules of the Commission, the
Exchange is required to discipline Exchange Members and Person(s) Associated with Exchange
Members for violations of the provisions of the Exchange Rules, its Operating Agreement, its
interpretations and policies and the Act and regulations thereunder, by expulsion, suspension,
limitation of activities, functions, and operations, fines, censure, being suspended or barred from
being associated with an Exchange Member, or any other fitting sanction.

Rule 2.3. Exchange Member Eligibility

Membership may be granted to a sole proprietor, partnership, corporation, limited liability
company or other organization or individual that has been approved by the Exchange. Except as
hereinafter provided, any Person may become a member of the Exchange, subject to the
completion of a membership application and compliance with such conditions as the Exchange,
under the direction of the Commission, prescribes.

Rule 2.4. Restrictions

(a) No Person may become an Exchange Member or continue as an Exchange Member in any
capacity on the Exchange where such Person is subject to a Statutory Disqualification, except
that a Person may become an Exchange Member or continue as an Exchange Member where,
pursuant to Rules 19d-1, 19d-2, 19d-- d 19h. of the Act, the Commission has issued an order
providing relief from such a disqualification and permitting such a Person to become or remain
an Exchange Member.

(b) No natural Person shall be admitted as, or be entitled to continue as, an Exchange Member or
an Associated Person of an Exchange Member, unless such natural Person meets the standards of
training, experience and competence as the Exchange may prescribe. Each Exchange Member
shall have the responsibility and duty to ascertain by investigation the good character, business
repute, qualifications and experience of any Person applying for registration with the Exchange
as an Associated Person of such Exchange Member.

(c) No Person shall be admitted as, or be entitled to continue as, a Member if he, she, or it:

(1) fails to comply with such financial responsibility and operational capability
requirements as may be established by the Exchange Rules;

(2) fails to adhere to the Exchange Rules relating to the maintenance of books and
records;

(3) fails to demonstrate to the Exchange adequate systems capability, capacity, integrity
and security necessary to conduct business through the Exchange;
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(4) is subject to any unsatisfied liens, judgments or unsubordinated creditor claims of a
material nature, which, in the absence of a reasonable explanation therefor, remain
outstanding for more than six months;

(5) has been subject to any bankruptcy proceeding, receivership or arrangement for the
benefit of creditors within the past three (3) years; or

(6) has engaged in an established pattern of failure to pay just debts or has defaulted,
without a reasonable explanation, on an obligation to a self-regulatory or limited volume
exempt regulatory organization, or any member of a self-regulatory or limited volume
exempt regulatory organization.

(d) No Person shall be admitted as an Exchange Member or as an Associated Person of an
Exchange Member where it appears that such Person has engaged, and there is a reasonable
likelihood that such Person again may engage, in acts or practices inconsistent with just and
equitable principles of trade.

(e) No Person shall become an Associated Person of an Exchange Member unless such Person
agrees:

(1) to supply the Exchange with such information with respect to such Person’s
relationships and dealings with the Exchange Member as may be specified by the
Exchange;

(2) to permit examination of such Person’s books and records by the Exchange to verify
the accuracy of any information so supplied; and

(3) to be regulated by the Exchange and to recognize that the Exchange is obligated to
undertake to enforce compliance with the provisions of the Exchange Rules, the
Operating Agre. ent, the interpretations and policies of the Exchange and the provisions
of the Act and the regulations thereunder.

Rule 2.6. Application Procedures for Membership
(a) Applications for membership shall be made to the Exchange and shall contain the following:

(1) An agreement to abide by, comply with, and adhere to the provisions of the
Exchange’s Certificate of Organization, its Operating Agreement, the Exchange Rules,
the policies, interpretations and guidelines of the Exchange and all orders and decisions
of the Exchange’s Board and penalties imposed by the Board, and any duly authorized
committee; provided, however, that such agreement shall not be construed as a waiver by
the applicant of any right to appeal as provided in the Act.

(2) An agreement to pay such dues, assessments, and other charges in the manner and
amount as shall from time to time be fixed by the Exchange.
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(3) An agreement that the Exchange and its officers, employees and members of its
Board and of any committee shall not be liable, except for willful malfeasance, to the
applicant or to any other Person, for any action taken by such Director, officer or
Member in his official capacity, or by any employee of the Exchange Member while
acting within the scope of his employment, in connection with the administration or
enforcement of any of the provisions of the Certificate of Organization, Operating
Agreement, Exchange Rules, policies, interpretations or guidelines of the Exchange or
any penalty imposed by the Exchange, its Board or any duly authorized committee.

(4) An agreement that, in cases where the applicant fails to prevail in a lawsuit or
administrative adjudicative proceeding instituted by the applicant against the Exchange or
any of its officers, Directors, committee members, employees or agents, to pay the
Exchange or any of its officers, directors, committee members, employees or agents, all
reasonable expenses, including attorneys’ fees, incurred by the Exchange in the defense
of such proceeding; provided, however, that such payment obligation shall not apply to
internal disciplinary actions by the Exchange or administrative appeals.

(5) An agreement to maintain and make available to the Exchange, its authorized
employees and its Board or committee members such books and records as may be
required to be maintained by the Commission or the Exchange Rules.

(6) Such other reasonable informatio. wiu. spect to the applicant as the Exchange may
require.

(b) Applications for association with an Exchange Member shall be made on Form U-4 or such
other form as the Exchange may prescribe and shall be delivered to the Exchange in such manner
as designated by the Exchange.

(c) If the Exchange is satisfied that the applicant is qualified for membership pursuant to the
provisions of this Chapter, the Exchange shall promptly notify, in writing, the applicant of such
determination, and the apy. shall be an Exchange Member.

(d) If the Exchange is not satisfied that the applicant is qualified for membership pursuant to the
provisions of this Chapter, the Exchange shall promptly notify the applicant of the grounds for
denying the applicant. The Board on its own motion may reverse the determination that the
applicant is not qualified for membership. If a majority of the Board specifically determines to
reverse the determination to deny membership, the Board shall promptly notify Exchange staff,
who shall promptly notify the applicant of the Board’s decision and shall grant membership to
the applicant. An applicant who has been denied membership may appeal such decision under
Chapter IX of the Exchange Rules governing Adverse Action.

(e) Except where, pursuant to Section 17(d) of the Act, the Exchange has been relieved of its
responsibility to review and act upon applications for Associated Person(s) of an Exchange
Member, the procedure set forth in this Chapter shall govern the processing of any such
applications.
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Rule 2.7. Revocation of Membership or Association with an Exchange Member

Exchange Members or Associated Person(s) of Exchange Members may effect approved
securities transactions through the Exchange only so long as they possess all the qualifications
set forth in the Exchange Rules. Except where, pursuant to Section 17(d) of the Act, the
Exchange has been relieved of its responsibility to monitor the continued qualifications of an
Exchange Member or an Associated Person of an Exchange Member, when the Exchange has
reason to believe that an Exchange Member or Associated Person of an Exchange Member fails
to meet such qualifications, the Exchange may act to revoke such Person’s membership or
association. Such action shall be instituted under, and governed by, Chapters VII and VIII of the
Exchange Rules and may be appealed under Chapter IX of the Exchange Rules governing
Adverse Action. In connection with any revocation of rights as an Exchange Member or
voluntary termination of rights as an Exchange Member pursuant to Rule 2.8, the Exchange
Member’s membership in the Exchange shall be cancelled.

Rule 2.8. Voluntary Termination of Rights as an Exchange Member

An Exchange Member may voluntarily terminate its tights as an Excha. _.e Member only by a
written resignation addressed to the Exchange’s Secretary or another officer designated by the
Exchange. Such resignation shall not take effect until thirty (30) days after all of the following
conditions have been satisfied: (i) receipt of  ~<h written resignation; (i1) all indebtedness due the
Exchange shall have been paid in full; (iii) a 7 Ea. nge in sstigation or disciplinary action
brought against the Exchange Member has reached a final disposition; and (iv) any examination
of such Exchange Member in process is completed and all exceptions noted have been
reasonably resolved; provided, k* wever, hat the Board may declare a resignation effective at
any time.

Rule 2.9. Affiliation between Exchange and an Exchange Member

Without the prior approval of the Commission, the Exchange or any entity with which it is
affiliated shall not, directly or indirectly, acquire or maintain an ownership interest in an
Exchange Member. In addition, without the prior approval of the Commission, an Exchange
Member shall not be or become an affiliate of the Exchange, or an affiliate of any affiliate of the
Exchange. Nothing in this Rule 2.9 shall prohibit an Exchange Member from being or becoming
an affiliate of the Exchange, or an affiliate of any affiliate of the Exchange, solely by reason of
such Exchange Member or any officer, director, manager, managing member, partner or affiliate
of such Exchange Member being or becoming a Director pursuant to the Operating Agreement of
the Exchange.

CHAPTER III. EXCHANGE RULES OF PRACTICE
Rule 3.1. Business Conduct of Exchange Members

An Exchange Member, in the conduct of its business, shall observe high standards of commercial
honor and just and equitable principles of trade.
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Rule 3.2. Violations Prohibited

No Exchange Member shall engage in conduct in violation of the Act, the rules or regulations
thereunder, the Operating Agreement, Exchange Rules or any policy or written interpretation of
the Operating Agreement or Exchange Rules by the Board or an appropriate Exchange
committee. Every Exchange Member shall so supervise Person(s) Associated with the Exchange
Member as to assure compliance with those requirements.

Rule 3.3. Use of Fraudulent Devices

No Exchange Member shall effect any transaction in, or induce the purchase or sale of, any
security by means of any manipulative, deceptive or other fraudulent device or contrivance.

Rule 3.4. False Statements

No Exchange Member or applicant for membership, or Person Associated with an Exchange
Member or applicant, shall make any false statements or misrepresentations in any application,
report or other communication to the Exchange. NoExchange Member or Person Associated
with an Exchange Member shall make any false statement or misrepresentation to any Exchange
committee, officer, the Board or any designated self-regulatory organization in connection with
any matter within the jurisdiction of the Exchange.

Rule 3.5. Publication of Transactions and Quotations

No Exchange Member shall report to the Exchange or publish or cause to be published any
transaction as a purchase or sale of any security unless such Exchange Member believes that
such transaction was a bona fide purchase or sale of such security, and no Exchange Member
shall purport to quote the bid or asked price for any security, unless such Exchange Member
believes that such quotation represents a bona fide bid for, or offer of, such security.

Rule 3.6. Offers at Stated Prices

No Exchange Member shall make an offer to buy from or sell to any Person any security at a
stated price unless such Exchange Member or their Participant is prepared to purchase or sell, as
the case may be, at such price and under such conditions as are stated at the time of such offer to
buy or sell.

Rule 3.7. Payment Designed to Influence Market Prices, Other than Paid Advertising

No Exchange Member shall, directly or indirectly, give, permit to be given, or offer to give
anything of value to any Person for the purpose of influencing or rewarding the action of such
Person in connection with the publication or circulation in any newspaper, investment service or
similar publication of any matter which has, or is intended to have, an effect upon the market
price of any security; provided, that this Rule shall not be construed to apply to a matter which is
clearly identifiable as paid advertising.

10
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Rule 3.8. Disclosure on Confirmations

An Exchange Member, at or before the completion of each transaction with a Participant, shall
give or send to such Participant such written notification or confirmation of the transaction as is
required by Rule 10b-10 under the Act.

Rule 3.9. Disclosure of Control

An Exchange Member controlled by, controlling, or under common control with, the issuer of
any security, shall disclose to a Participant the existence of such control before entering into any
contract with or for such Participant for the purchase or sale or such security, and if such
disclosure is not made in writing, it shall be supplemented by the giving or sending of a written
disclosure to the Participant at or before completion of the transaction.

Rule 3.10. Discretionary Accounts and Solicited Transactions Prohibited

No Exchange Member shall effect any purchase or sale transactions with any discretionary
power or which was recommended or solicited by th- =xchange Memb. . All transactions
conducted shall be done on an unsolicited basis and each Exchange Member shall receive a
confirmation that such party initiating the transaction 1s not relying on the Exchange Member in
his, her, or its decision to purchase or sell a security.

Rule 3.11. Custody of Participant’s Securities or Funds

No Exchange Member shall take possession or control of securities or funds of a Participant.
Exchange Members shall only use transfer agents registered pursuant to Section 17A of the Act
and banks, as defined in Section 3(a)(6) of the Act. For transactions involving a central
counterparty, Exchange Members shall use a Qualified Clearing Agency.

Rule 3.12. Prohibition Against Guarantees

No Exchange Member shall guarantee, directly or indirectly, a Participant against loss in any
securities account of such Participant or in any securities transaction effected by the Exchange
Member with or for such Participant.

Rule 3.13. Sharing in Accounts

No Exchange Member shall share, directly or indirectly, in the profits or losses in any account of
a Participant.

Rule 3.14. Installment or Partial Payment Sales
(a) No Exchange Member shall take or carry any account or make a transaction for any

Participant under any arrangement which contemplates or provides for the purchase of any
security for the account of the Participant, or for the sale of any security to the Participant, where

11
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payment for the security is to be made to the Exchange Member by the Participant over a period
of time in installments or by a series or partial payments.

(b) No Exchange Member, whether acting as principal or agent, shall make, in connection with
any transaction referred to in this Rule, any agreement with his Participant under which such
Exchange Member shall be allowed to pledge or hypothecate any security involved in such
transaction in contravention of Commission Rules 8c-1 and 15¢3-3.

CHAPTER IV. BOOKS AND RECORDS
Rule 4.1. Requirements

Each Exchange Member shall make and keep books, accounts, records, memoranda and
correspondence in conformity with Section 17 of the Act and the rules thereunder, with all other
applicable laws and the rules, regulations and statements of policy promulgated thereunder, and
with Exchange Rules.

Rule 4.2. Furnishing of Records

Every Exchange Member shall furnish to the Exchange, upon request and in a time and manner
required by the Exchange, current copies of any financial information filed with the
Commission, as well as any records, files, or fina.. ~ 'infor. ation pertaining to transactions
executed through the Exchange. Further, the Exchange shall be allowed access, at any time, to
the books and records of the Exchange Member in order to obtain or verify information related to
transactions executed through the Exchange or activities relating to the Exchange.

Rule 4.3. Record of Written Complaints

(a) Each Exchange Member shall keep and preserve for a period of not less than five (5) years a
file of all written complaints of Participants and action taken by the Exchange Member in respect
thereof, if any. Further, for the first two (2) years of the five-year period, the Exchange Member
shall keep such file in a place readily accessible to examination or spot checks.

(b) A “complaint” shall mean any written statement of a Participant or any Person acting on
behalf of a Participant alleging a grievance involving the activities of an Exchange Member or
Person(s) under the control of the Exchange Member in connection with (1) the solicitation or
execution of any transaction conducted or contemplated to be conducted through the facilities of
the Exchange or (2) the disposition of securities or funds of that Participant which activities are
related to such a transaction.

Rule 4.4. Disclosure of Financial Condition
An Exchange Member shall make available for inspection by a Participant, upon request, the
information relative to such Exchange Member’s financial condition disclosed in its most recent

balance sheet prepared either in accordance with such Exchange Member’s usual practice or as
required by any State or Federal securities laws, or any rule or regulation thereunder. Further, an
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Exchange Member shall send to its Participants the statements required by Commission Rule
17a-5(c).

CHAPTER V. SUPERVISION
Rule 5.1. Written Procedures

Each Exchange Member shall establish, maintain and enforce written procedures which will
enable it to supervise properly the activities of Associated Person(s) of the Exchange Member
and to ensure their compliance with applicable securities laws, rules, regulations and statements
of policy promulgated thereunder, and with Exchange Rules.

Rule 5.2. Responsibility of Exchange Members

Final responsibility for proper supervision shall rest with the Exchange Member. The Exchange
Member shall designate a partner, officer or manager in each office of supervisory jurisdiction,
including the main office, to carry out the written supervisory procedures. A copy of such
procedures shall be kept in each such office.

Rule 5.3. Records

Each Exchange Member shall be responsible for making and keeping appropriate records for
carrying out the Exchange Member’s supervisory procedures.

Rule 5.4. Review of Activities
Each Exchange Member shall review the activities of each office.
Rule 5.5. Prevention of the Misuse of Material, Nonpublic Information

(a) Each Exchange Member m . establish, maintain and enforce written policies and procedures
reasonably designed, taking into consideration the nature of such Exchange Member’s business,
to prevent the misuse of material, non-public information by the Exchange Member or Person(s)
Associated with the Exchange Member. Exchange Members for whom the Exchange is the
Designated Examining Authority (“DEA”) that are required to file SEC Form X-17A-5 with the
Exchange on an annual or more frequent basis must file, contemporaneously with the submission
of the calendar year end Insider Trading and Securities Fraud Enforcement Act certifications,
compliance acknowledgements stating that the procedures mandated by this Rule have been
established, enforced and maintained. Any Exchange Member, or Associated Person who
becomes aware of a possible misuse of material, non-public information must promptly notify
the Exchange’s Surveillance Department.

(b) For purposes of this Rule 5.5, conduct constituting the misuse of material, non-public
information includes, but is not limited to, the following:
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(1) Trading in any securities issued by a corporation, or in any related securities or related
options or other derivative securities, while in possession of material, non-public
information concerning that issuer; or

(2) Trading in a security or related options or other derivative securities, while in
possession of material non-public information concerning imminent transactions in the
security or related securities; or

(3) Disclosing to another Person or entity any material, non-public information involving
a corporation whose shares are publicly traded or an imminent transaction in an
underlying security or related securities for the purpose of facilitating the possible misuse
of such material, non-public information.

(c) This Rule 5.5 requires that, at a minimum, each Exchange Mémber establish, maintain, and
enforce the following policies and procedures:

(1) All Associated Person(s) must be advised in‘writing of the prohibition against the
misuse of material, non-public information;

(2) All Associated Person(s) must sign attestations affirming their awareness of, and
agreement to abide by the aforementioned prohibitions. These signed attestations must
be maintained for at least three (3) years, the first two (2) years in an easily accessible
place;

(3) Each Member must receive and retain copies of trade confirmations and monthly
account statements for each brokerage account in which an Associated Person has a
direct or indirect financial interest or makes investment decisions. The activity in such
accounts should be reviewed at least quarterly by the Exchange Member for the purpose
of detecting the possible misuse of material, non-public information; and

(4) All Associated Person(s) must disclose to the Exchange Member whether they, or any
Person in whose account they have a direct or indirect financial interest, or make
investment decisions, are an officer, director or 10% shareholder in a company whose
shares are publicly traded. Any transaction in the stock (or option thereon) of such
company shall be reviewed to determine whether the transaction may have involved a
misuse of material non-public information. Maintenance of the foregoing policies and
procedures will not, in all cases, satisfy the requirements and intent of this Rule 5.5; the
adequacy of each Exchange Member’s policies and procedures will depend upon the
nature of such Exchange Member’s business.

Rule 5.6. Anti-Money Laundering Compliance Program
(a) Each Exchange Member shall develop and implement an anti-money laundering program

reasonably designed to achieve and monitor compliance with the requirements of the Bank
Secrecy Act (31 U.S.C. 5311, et seq.), and the implementing regulations promulgated thereunder
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by the Department of the Treasury. Each Exchange Member’s anti-money laundering program
must be approved, in writing, by a member of its senior management.

(b) The anti-money laundering programs required by the Rule shall, at a minimum:

(1) establish and implement policies and procedures that can be reasonably expected to
detect and cause the reporting of transactions required under 31 U.S.C. 5318(g) and the
implementing regulations thereunder;

(2) establish and implement policies and internal controls reasonably designed to achieve
compliance with the Bank Secrecy Act and the implementing regulations thereunder;

(3) provide for independent testing for compliance to be conducted by the Member’s
personnel or by a qualified outside party;

(4) designate, and identify to the Exchange (by nan. _, title, -ailing address, e-mail
address, telephone number, and facsimile number), a Person(s) responsible for
implementing and monitoring the day-to-day operations and internal controls of the
program and provide prompt notification to the Exchange regarding any change in such
designation(s); and

(5) provide ongoing training for appropriate Person(s).
CHAPTER VI. EXTENSIONS OF CREDIT
Rule 6.1. Prohibitions and Exemptions

(a) An Exchange Member shall not knowingly effect a securities transaction through Exchange
facilities in a manner contrary to the regulations of the Board of Governors of the Federal
Reserve System.

(b) The use of margin or extension of any credit to a Participant shall be prohibited. All
securities shall be fully paid for by and registered in the name of the seller prior to sale; or such
other reasonable measures taken by the Exchange Member to evidence the ability of the seller to
deliver.

(c) No Exchange Member shall permit a Participant to make a practice, directly or indirectly, of
effecting transactions where the cost of securities purchased is met by the sale of the same
securities. No Exchange Member shall permit a Participant to make a practice of selling
securities with them which are to be received against payment where such securities were
purchased and are not yet paid for.

CHAPTER VII. SUSPENSION BY CHIEF REGULATORY OFFICER

Rule 7.1. Imposition of Suspension
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(a) An Exchange Member which fails or is unable to perform any of its contracts, or is insolvent
or is unable to meet the financial responsibility requirements of the Exchange, shall immediately
inform the Secretary in writing of such fact. Upon receipt of said notice, or whenever it shall
appear to the Chief Regulatory Officer (“CRO”) (after such verification and with such
opportunity for comment by the Exchange Member as the circumstances reasonably permit) that
an Exchange Member has failed to perform its contracts or is insolvent or is in such financial or
operational condition or is otherwise conducting its business in such financial or operational
condition or is otherwise conducting its business in such a manner that it cannot be permitted to
continue in business with safety to its Participants, creditors and other Exchange Members, the
CRO may summarily suspend the Exchange Member or may impose such conditions and
restrictions upon the Exchange Member as are reasonably necessary for the protection of
investors, the Exchange, the creditors and the Participants of such Exchange Member.

(b) An Exchange Member that does not pay any dues, fees, assessments, charges or other
amounts due to the Exchange within ninety (90) days after the same has become payable shall be
reported to the CRO, who may, after giving reasonable notice to the Exchange Member of such
arrearages, suspend the Exchange Member until payment is made. Should payment not be made
within six months after payment is due, the Exchange Member’s membership may be cancelled
by the Exchange.

(c) In the event of suspension of an Exchange Member, the Exchange shall give prompt notice of
such suspension to the Exchange Members. Unless the CRO shall determine that lifting the
suspension without further proceedings is appropriate, such suspension shall continue until the
Exchange Member is reinstated as provided in Rule 7.3 of this Chapter.

Rule 7.2. Investigation Following Suspension

Every Exchange Member suspended under the provisions of this Chapter shall immediately
make available every facility requested by the Exchange for the investigation of its affairs and
shall forthwith file with the Secretary a written statement covering all information requested,
including a complete list of creditors and the amount owing to each and a complete list of each
open long and short security position maintained by the Exchange Member and each of its
Participants. The foregoing includes, without limitation, the furnishing of such of the Exchange
Member’s books and records and the giving of such sworn testimony as may be requested by the
Exchange.

Rule 7.3. Reinstatement
An Exchange Member suspended under the provisions of this Chapter may apply for
reinstatement by a petition in accordance with and in the time provided for by the provisions of

the Exchange Rules relating to Adverse Action.

Rule 7.4. Failure to be Reinstated
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An Exchange Member suspended under the provisions of this Chapter who fails to seek or obtain
reinstatement in accordance with Rule 7.3 shall have its membership cancelled by the Exchange
in accordance with the Exchange’s Operating Agreement.

Rule 7.5. Termination of Rights by Suspension

An Exchange Member suspended under the provisions of this Chapter shall be deprived during
the term of its suspension of all rights and privileges conferred to it by virtue of its membership
in the Exchange.

Rule 7.6. Summary Suspension of Exchange Services

The CRO (after such verification with such opportunity for comment as the circumstances
reasonably permit) may summarily limit or prohibit (i) any Person from access to services
offered by the Exchange, if such Person has been and is expelled or suspended from any self-
regulatory or limited volume exempt regulatory organization or barred or suspended from being
associated with a member of any self-regulatory or limited volume exempt regulatory
organization or is in such financial or operating difficulty that the Exchange determines that such
Person cannot be permitted to do business with safety to investors, creditors, Exchange Members
or the Exchange; or (ii) a Person who is not an Exchange Member from access to services
offered by the Exchange, if such Person does not meet the qualification requirements or other
pre-requisites for such access and if such Person cannot be permitted to continue to have access
with safety to investors, creditors, Exchange Members and the Exchange. Any Person aggrieved
by any such summary action may seek review under the provisions of the Exchange Rules
relating to Adverse Action.

Rule 7.7. Commission Action

The Commission may stay any summary action taken pursuant to this Chapter on its own motion
or upon application by any Person aggrieved thereby made pursuant to Section 19(d) of the Act
and the rules thereunder.

CHAPTER VIII. DISCIPLINE
Rule 8.1. Disciplinary Jurisdiction

(a) An Exchange Member or a Person Associated with an Exchange Member (the
“Respondent”) who is alleged to have violated or aided and abetted a violation of any provision
of the Act or the rules and regulations promulgated thereunder, or any provision of the
Certificate of Organization, Operating Agreement or Rules of the Exchange, or any interpretation
thereof, or any resolution or order of the Board or appropriate Exchange committee, shall be
subject to the disciplinary jurisdiction of the Exchange under this Chapter, and after notice and
opportunity for a hearing may be appropriately disciplined by: expulsion; suspension; limitation
of activities, functions and operation; fine; censure; suspension or bar from association with an
Exchange Member or any other fitting sanction, in accordance with the provisions of this
Chapter.
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An individual Exchange Member, responsible party, or other Person Associated with an
Exchange Member may be charged with any violation committed by employees under his/her/its
supervision or by the Exchange Member with which he/she/it is associated, as though such
violation were his/her/its own. An Exchange Member organization may be charged with any
violation committed by its employees or by any other Person who is associated with such
Exchange Member organization, as though such violation were its own.

(b) Any Exchange Member or Person Associated with an Exchange Member shall continue to be
subject to the disciplinary jurisdiction of the Exchange following the termination of such
Person’s membership or association with an Exchange Member with respect to matters that
occurred prior to such termination; provided that written notice of the commencement of an
inquiry into such matters is given by the Exchange to such former Exchange Member or former
Associated Person within one year of receipt by the Exchange of the latest written notice of the
termination of such Person’s status as an Exchange Member or Person Associated with an
Exchange Member. The foregoing notice requirement does not apply to a Person who at any
time after a termination again subjects himself or herself to the disciplinary jurisdiction of the
Exchange by becoming an Exchange Member or a Person Associated with an Exchange
Member.

(c) A summary suspension or other action taken pursuant to Chapter VII of the Rules of the
Exchange shall not be deemed to be disciplinary action under this Chapter, and the provisions of
this Chapter shall not be applicable to such actio .

(d) The Exchange may contract with another self-regulatory organization to perform some or all
of the Exchange’s disciplinary functions. In that event, the Exchange shall specify to what
extent the Rules in this Chapter VIII shall govern Exchange disciplinary actions and to what
extent the rules of the other self-regulatory organization shall govern such actions.
Notwithstanding the fact that the Exchange may contract with another self-regulatory
organization to perform e or all of the Exchange’s disciplinary functions, the Exchange shall
retain ultimate legal responsibility for and control of such functions.

Rule 8.2. Complaint and Investigation

(a) Initiation of Investigation. The Exchange, or the designated self-regulatory organization,
when appropriate, shall investigate possible violations within the disciplinary jurisdiction of the
Exchange which are brought to its attention in any manner, or upon order of the Board, the CRO
or other Exchange officials designated by the CRO, or upon receipt of a complaint alleging such
violation.

(b) Report. In every instance where an investigation has been instituted as a result of a
complaint, and in every other instance in which an investigation results in a finding that there are
reasonable grounds to believe that a violation has been committed, a written report of the
investigation shall be submitted to the CRO by the Exchange’s staff or, when appropriate, by the
designated self-regulatory organization.
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(c) Requirement to Furnish Information and Right to Counsel. Each Exchange Member and
Person Associated with an Exchange Member shall be obligated upon request by the Exchange
to appear and testify, and to respond in writing to interrogatories and furnish documentary
materials and other information requested by the Exchange in connection with (i) an
investigation initiated pursuant to paragraph (a) of this Rule or (ii) a hearing or appeal conducted
pursuant to this Chapter or preparation by the Exchange in anticipation of such a hearing or
appeal. No Exchange Member or Person associated with an Exchange Member shall impede or
delay an Exchange investigation or proceeding conducted pursuant to this Chapter nor refuse to
comply with a request made by the Exchange pursuant to this paragraph. An Exchange Member
or Person Associated with an Exchange Member is entitled to be represented by counsel during
any such Exchange investigation, proceeding or inquiry.

(d) Notice, Statement and Access. Prior to submitting its report, the staff shall notify the
Person(s) who is the subject of the report (hereinafter “Subject’) of the general nature of the
allegations and of the specific provisions of the Act, rules and regulations promulgated
thereunder, or provisions of the Certificate of Organization, Operating Agreement or Rules of the
Exchange or any interpretation thereof or any resolution of the Board, that appear to have been
violated. To assist a Subject in preparing such a written statement, he or she shall have access to
any documents and other materials in the investigative file of the Exchange that were furnished
by him or her or his or her agents.

(e) Failure to Furnish Information. Failure to furnish testimony, documentary evidence or other
information requested by the Exchange in the course of an Exchange inquiry, investigation,
hearing or appeal conducted pursuz= . *his Ci pter or in the course of preparation by the
Exchange in anticipation of suck . heari : or appeal on the date or within the time period the
Exchange specifies shall be deem . bea violation of this Rule 8.2.

(f) Regulatory Cooperation. No Exchange Member or Person Associated with an Exchange
Member or other Person or entity subject to the jurisdiction of the Exchange shall refuse to
appear and testify before another exchange or other self-regulatory organization in connection
with a regulatory investigation, examination or disciplinary proceeding or refuse to furnish
testimony, documentary materials or other information or otherwise impede or delay such
investigation, examination or disciplinary proceeding if the Exchange requests such testimony,
documentary materials or other information in connection with an inquiry resulting from an
agreement entered into by the Exchange pursuant to subsection (g) of this Rule. The
requirements of this Rule 8.2(f) shall apply when the Exchange has been notified by another self-
regulatory organization of the request for testimony, documentary materials or other information
and the Exchange then requests in writing that an Exchange Member, Person Associated with an
Exchange Member or other Person or entity provide such testimony, documentary materials or
other information. Any Person or entity required to furnish testimony, documentary materials or
other information pursuant to this Rule 8.2(f) shall be afforded the same rights and procedural
protections as that Person or entity would have if the Exchange had initiated the request.

(g) Cooperative Agreements. The Exchange may enter into agreements with domestic and
foreign self-regulatory organizations providing for the exchange of information and other forms
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of mutual assistance or for market surveillance, investigative, enforcement or other regulatory
purposes.

Rule 8.3. Expedited Proceeding

Upon receipt of the notification required by Rule 8.2(d), a Subject may seek to dispose of the
matter through a letter of consent signed by the Subject. If a Subject desires to attempt to
dispose of the matter through a letter of consent, the Subject must submit to the staff within
fifteen (15) days from the date of the notification required by Rule 8.2(d) a written notice
electing to proceed in an expedited manner pursuant to this Rule 8.3. The Subject must then
endeavor to reach agreement with the Exchange’s staff upon a letter of consent which is
acceptable to the staff and which sets forth a stipulation of facts and findings concerning the
Subject’s conduct, the violation(s) committed by the Subject and the sanction(s) therefor. The
matter can only be disposed of through a letter of consent if the staff and the Subject are able to
agree upon terms of a letter of consent which are acceptable to the staff and the letter is signed
by the Subject. At any point in the negotiations regarding a letter of consent, either the staff may
deliver to the Subject or the Subject may deliver to the staff a written declaration of an end to the
negotiations. If the letter of consent is accepted by the CRO, the Exchange may adopt the letter
as its decision and shall take no further action against the Subject respecting the matters that are
the subject of the letter. If the letter of consent is rejected by the CRO, the matter shall proceed
as though the letter had not been submitted.-Upon rejection, the Subject will then have fifteen
(15) days to submit a written statement pursuant to Rule 8.2(d). The CRO’s decision to accept or
reject a letter of consent shall be final, and a Subject may not seek review thereof.

Rule 8.4. Charges

(a) Determination Not to Initiate Charges. Whenever it shall appear to the CRO from the
investigation report that no probable cause exists for finding a violation within the disciplinary
jurisdiction of the Exchange, or whenever the CRO otherwise determines that no further
proceedings are warranted, he or she shall issue a written statement to that effect setting forth the
reasons for such finding.

(b) Initiation of Charges. Whenever it shall appear to the CRO that there is probable cause for
finding a violation within the disciplinary jurisdiction of the Exchange and that further
proceedings are warranted, the CRO shall direct the issuance of a statement of charges against
the Respondent specifying the acts in which the Respondent is charged to have engaged and
setting forth the specific provisions of the Act, rules and regulations promulgated thereunder,
Operating Agreement, Exchange Rules, interpretations or resolutions of which such acts are in
violation. A copy of the charges shall be served upon the Respondent in accordance with Rule
8.12.

Rule 8.5. Answer
The Respondent shall have fifteen (15) business days after service of the charges to file a written

answer thereto. The answer shall specifically admit or deny each allegation contained in the
charges, and the Respondent shall be deemed to have admitted any allegation not specifically

20



| AMSE Rules of Operation Version 1 (Effective Mareh20,2044February 16, 2015)

denied. The answer may also contain any defense which the Respondent wishes to submit and
may be accompanied by documents in support of his answer or defense. In the event the
Respondent fails to file an answer within the time provided, the charges shall be considered to be
admitted.

Rule 8.6. Hearings

(a) Selection of Hearing Panel. Subject to Rule 8.7, concerning summary proceedings, a hearing
on the charges shall be held before a panel of three (3) hearing officers (the “Hearing Panel”)
appointed by the Chief Executive Officer. Each Hearing Panel shall be comprised as follows: (i)
a professional hearing officer, who shall serve as Chairman of the Hearing Panel, (ii) a hearing
officer who is an Industry Member, and (iii) a hearing officer who is a Member Representative
(each a “Hearing Officer”). Prospective Hearing Officers shall be required to disclose to the
Exchange their employment history for the past ten (10) years, any past or current material
business or other financial relationships with the Exchange or any members of the Exchange, and
any other information deemed relevant by the Exchange. Such disclosures relating to the
particular Hearing Officers selected by the Chief Executive Officer shall be provided to the
Respondent upon request after the selection of the Hearing Panel. In selecting Hearing Officers
for a particular matter, the Chief Executive Officer should give reasonable consideration to the
prospective Hearing Officers’ professional competence and reputation, experience in the
securities industry, familiarity with the subject matter involved, the absence of bias and any
actual or perceived conflict of interest, and any other relevant factors.

(b) Impartiality of Hearing Officers. When any Hearing Officer considers a disciplinary matter
he or she is expected to function impartially and independently of the staff members who
prepared and prosecuted the charges, Exchange counsel may assist the Hearing Panel in
preparing its written recommendations or judgments. Within fifteen (15) days of the
appointment of the Hearing Panel, the Respondent may move for disqualification of any Hearing
Officer sitting on such Panel based upon bias or conflict of interest. Such motions shall be made
in writing and state with specificity the facts and circumstances giving rise to the alleged bias or
conflict of interest. The motion papers shall be filed with the Hearing Panel and the Secretary of
the Exchange. The Exchange may file a brief in opposition to the Respondent’s motion within
fifteen (15) days of service thereof. The Hearing Panel shall rule upon such motion no later than
thirty (30) days from filing by the Respondent. Prior adverse rulings against the Respondent or
Respondent’s attorney in other matters shall not, in and of themselves, constitute grounds for
disqualification. If the Hearing Panel believes the Respondent has provided satisfactory
evidence in support of the motion to disqualify, the applicable Hearing Officer shall remove
himself or herself and request the Chief Executive Officer to reassign the hearing to another
Hearing Officer such that the Hearing Panel still meets the compositional requirements described
in Rule 8.6(a). If the Hearing Panel determines that the Respondent’s grounds for
disqualification are insufficient, it shall deny the Respondent’s motion for disqualification by
setting forth the reasons for the denial in writing and the Hearing Panel will proceed with the
hearing. The ruling by the Hearing Panel on such motions shall not be subject to interlocutory
review.
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(c) Notice and List of Documents. Participants shall be given at least fifteen (15) business days’
notice of the time and place of the hearing and a statement of the matters to be considered
therein. All documentary evidence intended to be presented in the hearing by the Respondent,
the Exchange, or the designated self-regulatory authority must be received by the Hearing Panel
at least eight (8) days in advance of the hearing or it may not be presented in the hearing. The
parties shall furnish each other with a list of all documents submitted for the record not less than
four (4) business days in advance of the hearing, and the documents themselves shall be made
available to the parties for inspection and copying.

(d) Conduct of Hearing. The Hearing Panel shall determine all questions concerning the
admissibility of evidence and shall otherwise regulate the conduct of the hearing. Formal rules
of evidence shall not apply. The charges shall be presented by a representative of the Exchange
or the designated self-regulatory authority who, along with the Respondent, may present
evidence and produce witnesses who shall testify under oath and are subject to being questioned
by the Hearing Panel and opposing parties. The Respondent is entitled to be represented by
counsel who may participate fully in the hearing. A transcript of the hearing shall be made and
shall become part of the record.

Rule 8.7. Summary Proceedings

Notwithstanding the provisions of Rule 8.6.0f this Chapter, the CRO may make a determination
without a hearing and may impose a penalty as to violations which the Respondent has admitted
or charges which the Respondent has failed to answer or which otherwise are not in dispute.
Notice of such summary determination, specifying the violations and penalty, shall be served
upon the Respondent, who shall have ten (10) business days from the date of service to notify the
CRO that he desires a hearing upon all-or a portion of any charges not previously admitted or
upon the penalty. Failure to so notify the CRO shall constitute an admission of the violations
and acceptance of the penalty as determined by the CRO and a waiver of all rights of review. If
the Respondent requests a hearing, the matters which are the subject of the hearing shall be
handled in accordance with the hearing and review procedures of this Chapter.

Rule 8.8. Offers of Settlement

(a) Submission of Offer. At any time during the course of any proceeding under this Chapter,
the Respondent may submit to the CRO a written offer of settlement which shall contain a
proposed stipulation of facts and shall consent to a specified penalty. Where the CRO accepts an
offer of settlement, he or she shall issue a decision, including findings and conclusions and
imposing a penalty, consistent with the terms of such offer. Where the CRO rejects an offer of
settlement, he or she shall notify the Respondent and the matter shall proceed as if such offer had
not been made, and the offer and all documents relating thereto shall not become part of the
record. A decision of the CRO issued upon acceptance of an offer of settlement as well as the
determination of the CRO whether to accept or reject such an offer shall become final twenty
(20) business days after such decision is issued, and the Respondent may not seek review
thereof.
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(b) Submission of Statement. A Respondent may submit with an offer of settlement a written
statement in support of the offer. In addition, if the staff will not recommend acceptance of an
offer of settlement before the CRO, a Respondent shall be notified and may appear before the
CRO to make an oral statement in support of his/her offer. Finally, if the CRO rejects an offer
that the staff supports, a Respondent may appear before the CRO to make an oral statement
concerning why he/she believes the CRO should change his or her decision and accept
Respondent’s offer, and if Respondent makes such appearance, the staff may also appear before
the CRO to make an oral statement in support of its position. A Respondent must make a request
for such an appearance within five (5) days of being notified that the offer was rejected or that
the staff will not recommend acceptance.

Rule 8.9. Decision

Following a hearing conducted pursuant to Rule 8.6 of this Chapter, the Hearing Panel shall
prepare a decision in writing, based solely on the record, determining whether the Respondent
has committed a violation and imposing the penalty, if any, therefor. The decision shall include
a statement of findings and conclusions, with the reasons therefor, upon all material issues
presented on the record. Where a penalty is imposed, the decision shall include a statement
specifying the acts or practices in which the Respondent has been found to have engaged and
setting forth the specific provisions of the Act, rules and regulations promulgated thereunder, the
Operating Agreement, Exchange Rules, interpretations or resolutions of which the acts are
deemed to be in violation. The Respondent shall promptly be sent a copy of the decision.

Rule 8.10. Review

(a) Petition. The Respondent shall have ten (10) days after service of notice of a decision made
pursuant to Rule 8.9 of this Chapter to petition for review thereof. Such petition shall be in
writing and shall specify the findings and conclusions to which exceptions are taken together
with reasons for such exceptions. Any objections to a decision not specified by written
exception shall be considered to have been abandoned.

(b) Conduct of Review. The review shall be conducted by the Appeals Committee of the Board.
Unless the Appeals Committee shall decide to open the record for introduction of evidence or to
hear argument, such review shall be based solely upon the record and the written exceptions filed
by the parties. The Appeals Committee’s decision shall be in writing and shall be final.

(c) Review on Motion of Board. The Board may on its own initiative order review of a decision
made pursuant to Rule 8.7, 8.8, or 8.9 of this Chapter within twenty (20) business days after
issuance of the decision. Such review shall be conducted in accordance with the procedure set
forth in paragraph (b) of this Rule.

(d) Review of Decision Not to Initiate Charges. Upon application made by the Chief Executive
Officer within thirty (30) days of a decision made pursuant to Rule 8.4(a) of this Chapter, the
Board may order review of such decision. Such review shall be conducted in accordance with
the procedures set forth in paragraph (b), as applicable.
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Rule 8.11. Effective Date of Judgment

Penalties imposed under this Chapter shall not become effective until the review process is
completed or the decision otherwise becomes final. Pending effectiveness of a decision
imposing a penalty on the Respondent, the CRO, Hearing Panel or committee of the Board, as
applicable, may impose such conditions and restrictions on the activities of the Respondent as he,
she or it considers reasonably necessary for the protection of investors, creditors and the
Exchange.

Rule 8.12. Miscellaneous Provisions

(a) Service of Notice. Any charges, notices or other documents may be served upon the
Respondent either personally or by leaving the same at his place of business or by deposit in the
United States post office, postage prepaid, by registered or certified mail addressed to the
Respondent at his last known place of business.

(b) Extension of Time Limits. Any time limits imposed under this Chapter for the submission of
answers, petitions or other materials may be extended by permission of the authority at the
Exchange to whom such materials are to be submitted.

(c) Reports and Inspection of Books for Purpose of Investigating Complaints. For the purpose of
any investigation or determination as to the filing of a complaint, or any hearing of any
complaint against any Exchange Member or any Person Associated with an Exchange Member,
the Exchange’s staff, CRO, Board or designated self-regulatory organization shall have the right
(1) to require any Exchange Member to report orally or in writing with regard to any matter
involved in any such investigation or hearing, and (2) to investigate the books, records and
accounts of any such Exchange Member with relation to any matter involved in any such
investigation or hearing: No Exchange Member shall refuse to make any report as required in
this Rule, or refuse to permit any inspection of books, records and accounts as may be validly
called for under this Rule.

Rule 8.13. Costs of Proceedings

Any Exchange Member disciplined pursuant to this Chapter shall bear such part of the costs of
the proceedings as the CRO or the Board deems fair and appropriate in the circumstances.

Rule 8.14. Agency Review

Actions taken by the Exchange under this Chapter shall be subject to the review and action of
any appropriate regulatory agency under the Act.

Rule 8.15. Imposition of Fines for Minor Violation(s) of Rules
(a) In lieu of commencing a disciplinary proceeding as described in Rules 8.1 through 8.13, the

Exchange may, subject to the requirements set forth in this Rule, impose a fine, not to exceed
$2,500, on any Exchange Member, Associated Person of an Exchange Member, or employee of
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an Exchange Member, for any violation of a Rule of the Exchange, which violation the
Exchange shall have determined is minor in nature. The Exchange may aggregate individual
violations of particular rules and treat such violations as a single offense, provided that such
aggregation is based upon a comprehensive automated surveillance program. In other instances,
the Exchange may, if no exceptional circumstances are present, impose a fine based upon a
determination that there exists a pattern or practice of violative conduct. The Exchange also may
aggregate similar violations generally if the conduct was unintentional, there was no injury to
public investors, or the violations resulted from a single systemic problem or cause that has been
corrected. Any fine imposed pursuant to this Rule and not contested shall not be publicly
reported, except as may be required by Rule 19d-1 under the Act or as may be required by any
other regulatory authority.

(b) In any action taken by the Exchange pursuant to this Rule, the Person against whom a fine is
imposed shall be served (as provided in Rule 8.12) with a written statement, signed by an
authorized officer of the Exchange, setting forth (i) the Rule or Rules alleged to have been
violated; (ii) the act or omission constituting each such violation; (iii) the fine imposed for each
such violation; and (iv) the date by which such determination becomes final and such fine
becomes due and payable to the Exchange, or such determination must be contested as provided
in paragraph (d) below, such date to be not less than fifteen (15) business days after the date of
service of the written statement.

(c) If the Person against whom a fine is imposed pursuant to this Rule pays the fine, such
payment shall be deemed to be a waiver by such Person of such Person’s right to a disciplinary
proceeding under Rules 8.1 through 8.13 and any review of the matter by the Appeals
Committee or by the Board.

(d) Any Person against whom a fine is imposed pursuant to this Rule may contest the Exchange’s
determination by filing with the Exchange not later than the date by which such determination
must be contested, a written response meeting the requirements of an Answer as provided in
Rule 8.5 at which point the matter shall become a disciplinary proceeding subject to the
provisions of Rules 8.1 through 8.13. In any such disciplinary proceeding, if the Hearing Panel
determines that the Person charged is guilty of the rule violation(s) charged, the Hearing Panel
shall (1) be free to impose any one or more disciplinary sanctions and (ii) determine whether the
rule violation(s) is minor in nature. The Person charged and the Board of the Exchange may
require a review by the Board of any determination by the Hearing Panel by proceeding in the
manner described in Rule 8.10.

(e) The Exchange shall prepare and announce to its Exchange Members from time to time a
listing of the Exchange Rules as to which the Exchange may impose fines as provided in this
Rule. Such listing shall also indicate the specific dollar amount that may be imposed as a fine
hereunder with respect to any violation of any such Rule or may indicate the minimum and
maximum dollar amounts that may be imposed by the Exchange with respect to any such
violation. Nothing in this rule shall require the Exchange to impose a fine pursuant to this rule
with respect to the violation of any Rule included in any such listing.
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Rule 8.16. Ex Parte Communications
(a) Unless on notice and opportunity for all parties to participate:

(1) No Respondent or Exchange staff member shall make or knowingly cause to be made
an ex parte communication relevant to the merits of a proceeding to any Hearing Officer,
any member of the Board of Directors or a member of a committee of the Board who is
participating in a decision with respect to that proceeding (an “Adjudicator’); and

(2) No Adjudicator shall make or knowingly cause to be made to a Respondent or
Exchange staff member an ex parte communication relevant to the merits of that
proceeding.

(b) An Adjudicator who receives, makes, or knowingly causes to be made a communication
prohibited by this Rule shall place in the record of the proceeding:

(1) all such written communications;
(2) memoranda stating the substance of all such oral communications; and

(3) all written responses and memoranda stating the substance of all oral responses to all
such communications.

(c) If a prohibited ex parte communication has occurred, the Board of Directors or a committee
thereof may take whatever action itd ns appropriate in the interests of justice, the policies
underlying the Act, and the Exchange Operating Agreement and Rules, including dismissal or
denial of the offending party’s interest or claim. All participants to a proceeding may respond to
any allegations or contentions contained in a prohibited ex parte communication placed in the
record. Such responses shall be placed in the record.

(d) The prohibitions of this Rule shall apply beginning with the initiation of an investigation as
provided in Rule 8.2(a), unless the Person responsible for the communication has knowledge that
the investigation shall be initiated; in which case the prohibitions shall apply beginning at the
time of his or her acquisition of such knowledge.

CHAPTER IX. ADVERSE ACTION
Rule 9.1. Scope of Chapter

This Chapter provides the procedure for Person(s) who are or are about to be aggrieved by
Adverse Action, including, but not limited to, those Person(s) who have been denied membership
in the Exchange, barred from becoming associated with an Exchange Member, or prohibited or
limited with respect to Exchange services pursuant to the Operating Agreement or the Rules of
the Exchange (other than disciplinary action for which review is provided in Chapter VIII and
from which there is no Exchange review), to apply for an opportunity to be heard and to have the
complained of action reviewed.
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Rule 9.2. Submission and Time Limitation on Application to Exchange

A Person who is or will be aggrieved by any action of the Exchange within the scope of this
Chapter and who desires to have an opportunity to be heard with respect to such action shall file
a written application with the Exchange within fifteen (15) business days after being notified of
such action. The application shall state the action complained of and the specific reasons why
the applicant takes exception to such action and the relief sought. In addition, if the applicant
intends to submit any additional documents, statements, arguments or other material in support
of the application, the same should be so stated and identified.

Rule 9.3. Procedure Following Applications for Hearing

(a) Appeals Committee. Applications for hearing and reviewing shall be referred promptly by
the Exchange to the Appeals Committee. A record of the proceedings shall be kept.

(b) Documents. The Appeals Committee will set a hear” g date and s -l be furnished with all
materials relevant to the proceedings at least seventy' wo (72) hours pr: . to the date of the
hearing. Each party shall have the right to inspect and copy the other party’s materials prior to
the hearing. Hearings shall be held promptly, particularly in the case of a summary suspension
pursuant to Chapter VII of these Rules.

Rule 9.4. Hearing and Decision

(a) Participants. The parties to the h aring shall consist of the applicant and a representative of
the Exchange who shall present the reasons for the action taken by the Exchange which allegedly
aggrieved the applicant.

(b) Counsel. The applicant is entitled to be accompanied, represented and advised by counsel at
all stages of the proceedings.

(c) Conduct of Hearing. The Appeals Committee shall determine all questions concerning the
admissibility of evidence and shall otherwise regulate the conduct of the hearing. Each of the
parties shall be permitted to make an opening statement, present witnesses and documentary
evidence, cross-examine opposing witnesses and present closing arguments orally or in writing
as determined by the panel. The Appeals Committee also shall have the right to question all
parties and witnesses to the proceeding and a record shall be kept. The formal rules of evidence
shall not apply.

(d) Decision. The decision of the Appeals Committee shall be made in writing and shall be sent
to the parties to the proceeding. Such decisions shall contain the reasons supporting the

conclusions of the panel.

Rule 9.5. Review
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(a) Petition. The decision of the Appeals Committee shall be subject to review by the Board
either on its own motion within twenty (20) business days after issuance of the decision or upon
written request submitted by the applicant below, or by the CRO of the Exchange, within fifteen
(15) business days after issuance of the decision. Such petition shall be in writing and shall
specify the findings and conclusions to which exceptions are taken together with the reasons for
such exceptions. Any objection to a decision not specified by written exception shall be
considered to have been abandoned and may be disregarded. Parties may petition to submit a
written argument to the Board and may request an opportunity to make an oral argument before
the Board. The Board shall have sole discretion to grant or deny either request.

(b) Conduct of Review. The review shall be conducted by the Board. The review shall be made
upon the record and shall be made after such further proceedings, if any, as the Board may order.
Based upon such record, the Board may affirm, reverse or modify, in whole or in part, the
decision below. The decision of the Board shall be in writing, shall be sent to the parties to the
proceeding and shall be final.

Rule 9.6. Miscellaneous Provisions

(a) Service of Notice. Any notices or other documents may be served upon the applicant either
personally or by leaving the same at his place of business or by deposit in the United States post
office, postage prepaid, by registered or certified mail, addressed to the applicant at his last
known business or residence address.

(b) Extension of Time Limits. Anv' __ e limits imposed under this Chapter for the submission of
answers, petitions or other materials m y be extended by permission of the Exchange. All

papers and documents relating to review by the Appeals Committee or the Board must be
submitted to the Exchange.

Rule 9.7. Agency Review

Actions taken by the Exchange under this Chapter shall be subject to the review and action of
any appropriate regulatory agency under the Act.

CHAPTER X. TRADING RULES

Rule 10.1. Hours of Trading and Trading Days

Orders may be conducted through the Exchange at any time. AnExchange Membershall

Rule 10.2. Trading Halts

(a) The Chief Executive Officer or the Board of the Exchange shall have the power to halt,
suspend trading in any and all securities traded through the Exchange, to close some or all
Exchange facilities, and to determine the duration of any such halt, suspension, or closing, when
he deems such action necessary for the maintenance of fair and orderly markets, the protection of
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investors, or otherwise in the public interest; including special circumstances such as (1) actual
or threatened physical danger, severe climatic conditions, civil unrest, terrorism, acts of war, or
loss or interruption of facilities utilized by the Exchange, (2) a request by a governmental agency
or official, (3) a period of mourning or recognition for a Person or event; or (4) the operation of
circuit breaker procedures to halt or suspend trading in securities trading through the Exchange.

(b) The Exchange shall further be permitted to halt trading where a determination is made by the
Exchange or an Exchange Member that there are matters relating to the security or issuer that
have not been adequately disclosed to the public, or that there are regulatory problems relating to
the security which should be clarified before trading is permitted to continue. An Exchange
Member shall report to the Exchange any such material event in which it reasonably believes
would warrant the halting of trading of an issuer or security.

Rule 10.3. Transactions and Securities Eligible for Trading

Any security shall be eligible for trading through the Exchange. Each Exchange Member shall

| take reasonable steps to verify that each transaction submitted through its-ewn-systemthe System
is either registered pursuant to an effective registration statement under the Securities Act of
1933 or exempt from registration thereunder. Prior to the initial or resumption of quotations in a
security, an Exchange Member shall further comply with the requirements set forth in Rule
15¢2-11 of the Act, except such requirement that would otherwise limit the rule’s application or
require registration as a Broker or Dealer.

Rule 10.4. Access

The System shall be available for use by all Exchange Members.

Rule 10.5. Off-Order-BookTFrades

Rule10-6-Orders and Modifiers.
Participants may enter, through an Exchange Member, the following orders into the System:
(a) General Order Types.

(1) Limit Order. An order to buy or sell a stated amount of a security at a specified

price or better. A limit order to buy or sell will remain active until executed or cancelled
by the Participant. Limit orders may be entered in odd or mixed lots.
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(2) Market Order. An order to buy or sell a stated amount of a security at a specified

| price-enanExchange Member’s-electronic-orderboek.. A market order to buy or sell

shall be immediately executed or cancelled. Market orders may be entered in odd or
mixed lots.

Rule 10.76. Units of Trading.

One hundred (100) shares shall constitute a “round lot,” any amount less than one hundred (100)
shares shall constitute an “odd lot,” and any amount greater than on hundred (100) shares, that is
not a multiple of a round lot, shall constitute a “mixed lot.”

| Rule 10.87. Priority of Orders; Display of Quotations.

(a) Ranking. Orders of Participantsshall be ranked and maintained in the Exchange
Member’sExchange’s electronic order book based on the following priority:

(1) The highest-priced order to buy (or lowest-priced order to sell) shall have priority
over all other orders to buy (or orders to sell) in all cases.

(2) Subject to the execution process described below, where orders to buy (or sell) are
made at the same price, the order clearly established as the first entered into the System at
such particular price shall have precedence at that price.

3) Any modification to an order, including an increase in the size of the order and/or
price change, will result in such order losing priority as compared to other orders and the
timestamp for such order being revised to reflect the time of the modification.

(b) Dissemination. All order(s) to buy and order(s) to sell and the aggregate size of such orders
| associated with such prices shall be collected and-made-available-toby the Exchange for public
dissemination, unless such dissemination would otherwise serve to deprive reliance upon an

exemption from registration under the Securities Act of 1933.

| Rule 10.98. Order Execution.

(a) Orders shall be matched for execution pursuant to the mstructlons of the Part1c1pant as
| provided in Rule 10.6;-and-on h hanse Member s-ele . . e
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(1)  An incoming order to buy will be automatically executed to the extent that it is
priced at an amount that equals or exceeds any order to sell.

(2) An incoming order to sell will be automatically executed to the extent that it is
priced at an amount that equals or is less than any other order to buy.

Rule 10.109. Trade Reports

| (a) Trade reports teby the Exchange or Exchange Member, where applicable, must contain the
following information, at a mini@ m:

(1) identification of the Exchange Member submitting a bid, offer, or indication of
interest;

(2) identification of beth-the purchaser andor seller of the security;

(3) time of the submission of each quotation and the transaction execution;

(4) the issuer and description of the securities-transacted,;

(5) quantity and purchase price;

(6) description of the manner of clearance (central counterparty or not);

(7) time period contracted for settlement; and the

(8) designated transfer and bank escrow agent or the Qualified Clearing Agency.

| (b) Trade reports by an Exchange Member shall be submitted to the Exchange on a daily basis
and at such time intervals as determined or requested by the Exchange.

| Rule 10.1110. Trades Involving a Central Counterparty

| For transactions conducted by anthe Exchange-Menber with a central counterparty, the central
counterparty shall conclude two separate contracts: one with the buying Participant as the seller,
and one with the selling Participant as the buyer. Any central counterparty shall be a Qualified
Clearing Agency.
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Rule 10.41211. Trades not Involving a Central Counterparty

(a) For transactions conducted by anthe Exchange-Member without a central counterparty, a
trade shall give rise to a direct contractual relationship between the Participants concerned. The
contracting parties shall bear the counterparty risk.

(b) The Exchange Memberand Exchange Members shall take reasonable measures to protect
funds and securities, including the appointment of a bank escrow agent and appropriate
procedures for the registration and transfer of securities.

Rule 10.1312. Clearance and Settlement; Anonymity

(a) Each Exchange Member must either (1) be a member of a Qualified Clearing Agency, or (2)
permit the entry of transactions directly between Participants of the Exchange Member.

(b) Exchange Members are prohibited from taking possession, custody, or control of Participant
funds or securities. For any transactions conducted without the use of a Qualified Clearing
Agency, Participant funds must be directed for deposit by escrow to a bank, as defined in Section
3(a)(6) of the Act. Disbursement of funds shall only be made following confirmation of transfer
and registration of securities and directly by such bank to the seller of the securities; with
appropriate offset for applicable Exchange Member fees.

Rule 10.1413. Price Variations

Bids, offers, orders or indications of interestsinterest in securities traded-by-the-Exchange
Member-shall not be made in an increment smaller than $0.01.

Rule 10.1514. Short Sales

Short sales shall be prohibited by Exchange Members. Exchange Members shall take reasonable
measures to assure that any securities quoted for trading are fully-paid and registered to the
seller.

Rule 10.1615. Limitation of Liability

(a) NEITHER THE EXCHANGE NOR ITS AGENTS, EMPLOYEES, CONTRACTORS,
OFFICERS, DIRECTORS, SHAREHOLDERS, COMMITTEE MEMBERS OR AFFILIATES
(“EXCHANGE RELATED PERSONS”) SHALL BE LIABLE TO ANY USER OR
EXCHANGE MEMBER, OR SUCCESSORS, REPRESENTATIVES OR PARTICIPANTS
THEREOF, OR ANY PERSON(S) ASSOCIATED THEREWITH, FOR ANY LOSS,
DAMAGES, CLAIM OR EXPENSE:

(1) GROWING OUT OF THE USE OR ENJOYMENT OF ANY FACILITY OF THE
EXCHANGE, INCLUDING, WITHOUT LIMITATION, THE SYSTEM; OR
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(2) ARISING FROM OR OCCASIONED BY ANY INACCURACY, ERROR OR
DELAY IN, OR OMISSION OF OR FROM THE COLLECTION, CALCULATION,
COMPILATION, MAINTENANCE, REPORTING OR DISSEMINATION OF ANY
INFORMATION DERIVED FROM THE SYSTEM OR ANY OTHER FACILITY OF
THE EXCHANGE, RESULTING EITHER FROM ANY ACT OR OMISSION BY THE
EXCHANGE OR ANY EXCHANGE RELATED PERSON, OR FROM ANY ACT
CONDITION OR CAUSE BEYOND THE REASONABLE CONTROL OF THE
EXCHANGE OR ANY EXCHANGE RELATED PERSON, INCLUDING, BUT NOT
LIMITED TO, FLOOD, EXTRAORDINARY WEATHER CONDITIONS,
EARTHQUAKE OR OTHER ACTS OF GOD, FIRE, WAR, TERRORISM,
INSURRECTION, RIOT, LABOR DISPUTE, ACCIDENT, ACTION OF
GOVERNMENT, COMMUNICATIONS OR POWER FAILURE, OR EQUIPMENT
OR SOFTWARE MALFUNCTION.

(b) EACH EXCHANGE MEMBER EXPRESSLY AGREES; IN. CONSIDERATION OF THE
ISSUANCE OF ITS MEMBERSHIP IN THE EXCHANGE, TO RELEASE AND
DISCHARGE THE EXCHANGE AND ALL EXCHANGE RELATED PERSON(S) OF AND
FROM ALL CLAIMS AND DAMAGES ARISING FROM THEIR ACCEPTANCE AND USE
OF THE FACILITIES OF THE EXCHANGE (INCLUDING, WITHOUT LIMITATION, THE
SYSTEM).

(c) NEITHER THE EXCHANGE NOR ANY EXCHANGE RELATED PERSON MAKES
ANY EXPRESS OR IMPLIED WARRANT1 S OR CONDITIONS TO USERS AS TO
RESULTS THAT ANY PERSON OR PARTY AY OBTAIN FROM THE SYSTEM FOR
TRADING OR FOR ANY OTHER PU}l >OSE, ND ALL WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, TITLE,
AND NON-INFRINGEMENT WITH RESPECT TO THE SYSTEM ARE HEREBY
DISCLAIMED.

CHAPTER XI. TRADING PRACTICE RULES
Rule 11.1. Market Manipulation

No Exchange Member shall execute or cause to be executed or participate in an account for
which there are executed purchases of any security at successively higher prices, or sales of any
security at successively lower prices, for the purpose of creating or inducing a false, misleading
or artificial appearance of activity in such security through the Exchange or for the purpose of
unduly or improperly influencing the market price for such security or for the purpose of
establishing a price which does not reflect the true state of the market in such security.

Rule 11.2. Fictitious Transactions
No Exchange Member, for the purpose of creating or inducing a false or misleading appearance

of activity in a security traded through the Exchange or creating or inducing a false or misleading
appearance with respect to the market in such security shall:
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(a) execute any transaction in such security which involves no change in the beneficial
ownership thereof,

(b) enter any order or orders for the purchase of such security with the knowledge that an
order or orders of substantially the same size, and at substantially the same price, for the
sale of such security, has been or will be entered by or for the same or different parties, or

(c) enter any order or orders for the sale of any such security with the knowledge that an
order or orders of substantially the same size, and at substantially the same price, for the
purchase of such security, has been or will be entered by or for the same or different
parties.

Rule 11.3. Manipulative Transactions

(a) No Exchange Member shall participate or have any interest, directly or indirectly, in the
profits of a manipulative operation or knowingly manage or finance a manipulative operation.

(b) Any pool, syndicate or joint account organized or used intentionally for the purpose of
unfairly influencing the market price of a security shall be deemed to be a manipulative
operation.

(c) The solicitation of subscriptions to or the acceptance of discretionary orders from any such
pool, syndicate or joint account shall be deemed to be managing a manipulative operation.

Rule 11.4. Dissemination of False Information

No Exchange Member shall make any statement or circulate and disseminate any information
concerning any security traded through the Exchange which such Exchange Member knows or
has reasonable grounds for believing is false or misleading or would improperly influence the
market price of such security.

Rule 11.5. Participant Priority

(a) No Exchange Member shall (i) personally buy or initiate the purchase of any security traded
through the Exchange for its own account or for any account in which it or any Associated
Person of the Exchange Member is directly or indirectly interested while such Exchange
Member holds or has knowledge that any Person associated with it holds an unexecuted market
order to buy such security in the unit of trading for a Participant, or (ii) sell or initiate the sale of
any such security for any such account while it personally holds or has knowledge that any
Person associated with it holds an unexecuted market order to sell such security in the unit of
trading for a Participant.

(b) No Exchange Member shall (i) buy or initiate the purchase of any such security for any
account in which it or any Associated Person of the Exchange Member is directly or indirectly
interested at or below the price at which it personally holds or has knowledge that any Person
associated with it holds an unexecuted limit order to buy such security in the unit of trading for a
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Participant or (ii) sell or initiate the sale of any such security for any such account at or above the
price at which it personally holds or has knowledge that any Person associated with it holds an
unexecuted limit order to sell such security in the unit of trading for a Participant.

Rule 11.6. Joint Activity

No Exchange Member, directly or indirectly, shall hold any interest or participation in any joint
account for buying or selling in a security traded through the Exchange, unless such joint account
is promptly reported to the Exchange. The report should contain the following information for
each account: (a) the name of the account, with names of all Participants and their respective
interests in profits and losses; (b) a statement regarding the purpose of the account; (c) the name
of the Exchange Member; and (d) a copy of any written agreement or instrument relating to the
account.

Rule 11.7. Trade Shredding

No Exchange Member or Associated Person of an Exchange Member may engage in “trade
shredding”. Trade shredding is conduct that has the intent or effect of splitting any order into
multiple smaller orders for execution or any execution into multiple smaller executions for the
primary purpose of maximizing a monetary or in-kind amount to be received by the Exchange
Member or Associated Person of an Exchange Member as a result of the execution of such
orders or the transaction reporting of such executions. For purposes of this Rule 11.7,
“monetary or in-kind amount” shall be defined to include, but not be limited to, any credits,
commissions, gratuities, payments for or rebates of fees, or any other payments of value to the
Exchange Member or Associated Person of an Exchange Member.

Rule 11.8. Best Execution

In executing Participant orders, an Exchange Member is not a guarantor of “best execution” but
must use the care of a reasonably prudent Person in the light of all circumstances deemed
relevant by the Exchange Member and having regard for the Exchange Member’s judgment and
experience. However, the provisions of this Rule 11.8 shall not apply where a Participant
initiates an unsolicited trade at a specified price on a designated trading platform, including that
of a trading system operated by the Exchange Member.

Rule 11.9. Publication of Transactions and Changes

(a) The Exchange shall cause to be disseminated for publication all last sale price reports of
transactions executed through the facilities of the Exchange pursuant to the requirements of an
effective transaction reporting plan approved by the Commission, unless otherwise exempted
from the requirement.

(b) To facilitate the dissemination of such last sale price reports, each Exchange Member shall

cause to be reported to the Exchange, as promptly as possible after execution, all information
concerning each transaction required by the Exchange.
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(c) An official of the Exchange shall approve any corrections to reports transmitted.
CHAPTER XII. MISCELLANEOUS PROVISIONS
Rule 12.1. Comparison and Settlement Requirements

(a) Every Exchange Member shall implement comparison and settlement procedures for the
clearance of funds and securities in accordance with the Rules of the Exchange.

(b) Where clearing is facilitated by a third-party Qualified Clearing Agency, such must agree to
supply the Exchange with data reasonably requested in order to permit the Exchange to enforce
compliance by its Exchange Members with the provisions of the Act, the rules and regulations
thereunder, and the Rules of the Exchange.

Rule 12.2. Short Sale Borrowing Prohibition
Short sale borrowing shall be prohibited by Exchange Members.
Rule 12.3. Registering Securities in Name of Exchange Member Prohibited

An Exchange Member may not register any Participant securities in the name of such Exchange
Member.

Rule 12.4. Off-Exchange Transactions Prohibited

Exchange Members shall effect transactions solely through the Exchange—b&t—shal—l—b%peﬁmtted

a ms.. However, such
pr0h1b1t10n shall not extend to transactlons effected on a reglstered natlonal securltles exchange
under the Act or where such Exchange Member is also a member of another self-regulatory
organization and such transactions remain on the books and records of such organization for
review.

Rule 12.5. Regulatory Services Agreements

The Exchange may enter into one or more agreements with another self-regulatory organization
to provide regulatory services to the Exchange to assist the Exchange in discharging its
obligations under Section 6 and Section 19(g) of the Act. Any action taken by another self-
regulatory organization, or its employees or authorized agents, acting on behalf of the Exchange
pursuant to a regulatory services agreement shall be deemed to be an action taken by the
Exchange; provided, however, that nothing in this provision shall affect the oversight of such
other self-regulatory organization by Commission. Notwithstanding the fact that the Exchange
may enter into one or more regulatory services agreements, the Exchange shall retain ultimate
legal responsibility for, and control of, its self-regulatory responsibilities, and any such
regulatory services agreement shall so provide.
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CHAPTER XIII. SECURITIES AUTHORIZED FOR TRADING
Rule 13.1. Authorization for Trading Application

(a) An application for the authorization of the trading of securities through the Exchange shall be
made in such form as the Exchange prescribes.

(b) An application for authorization of the trading of securities through the Exchange shall be
submitted by an Exchange Member and following an Exchange Member’s review of compliance
with these Rules. The contents of the application shall be the responsibility of the issuer,
although an Exchange Member shall have a reasonable basis to believe that the issuer is
complying with the Rules of the Exchange and the rules and regulations of the Act.

Rule 13.2. Designated Disclosure Advisor

(a) An application for trading authorization shall be reviewed and approved by a Designated
Disclosure Advisor prior to submission to the Exchange. For purposes of this Section, a
“Designated Disclosure Advisor” shall be an attorney admitted to practice law or a certified
public accountant, in good standing, within any state or territory of the United States.

(b) A Designated Disclosure Advisor shall ¢ “mit, at the time an application to an Exchange
Member is made, attesting that the Designated Disclosure Advisor has conducted such review as
he or she has deemed necessary to verify that all material facts have been disclosed and/or that
no material omissions of fact exist in the issuer’s application.

(c) A Designated Disclosure Adviso .aust submit to jurisdiction before the Exchange and the
Exchange may revoke such Designated Disclosure Advisor’s right of representation of an issuer
or practice before the Exchange where the Exchange, in its discretion, deems the continued
representation or practice to be contrary to the interests of the investing public or the fair
functioning of the markets.

(d) To be submitted to the Exchange along with the issuer’s application are the following
documents: (i) offering memorandum,; (ii) the issuer’s articles of incorporation or organization
and by-laws or operating agreement (or equivalent documentation); (iii) the Designated
Disclosure Advisor’s Attestation; and (iv) a Declaration of the issuer in such form as the
Exchange may prescribe. An application for authorization for trading should be submitted to the
Exchange Member and then forwarded to the Exchange prior to the dissemination of quotations.

Rule 13.3. Amendments to Application and Continuing Disclosure
(a) An issuer shall have the opportunity to cure defects in the application.
(b) An issuer shall make amendments to the application promptly, as the circumstances so

provide, and to assure the public dissemination of adequate current information of the issuer and
its securities authorized for trading. Disclosure shall be made either by filing an amendment to
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the issuer’s application and/or continuing disclosure requirements or by filing a supplemental
disclosure of material information.

(c) Within thirty (30) days following the expiration of each calendar quarter of the issuer’s fiscal
year and sixty (60) days following the expiration of the issuer’s calendar year, the Designated
Disclosure Advisor shall renew its attestation that he or she has conducted such review as he or
she has deemed necessary to verify that all material facts have been publicly disclosed and/or
that no material omissions of fact exist in the issuer’s continuing disclosures.

Rule 13.4. Unlisted Trading Privileges

(a) Notwithstanding the requirements set forth in these Rules, the Exchange may extend unlisted
trading privileges to any equity security that is listed on a national securities exchange or with
respect to which unlisted trading privileges may otherwise be extended in accordance with
Section 12(f) of the Act. Any such security will be subject to all Exchange Rules applicable to
securities, unless otherwise noted.

(b) An application for unlisted trading privileges sh2” oe made by the Exchange Member to the
Exchange and prior to the dissemination or quotations. The Exchange shall have sole discretion
as to whether to permit the trading of any particular security by Exchange Members in
accordance with these unlisted trading privileges.

CHAPTER XIV. CONDITIONS ON EXEMPTION FROM REGISTRATION AS A
NATIONAL SECURITIES EXCHANGE

(a) As a condition of operation of the Exchange under an exemption from registration under the
Act based on low volume, the Exchange shall provide the following to the Commission on
request: (1) records regarding the identity of Exchange Members and the identity of those denied
participation in the Exchange and the reason for such denial, as well as a description of the
reason for terminating any for er Exchange Member's right to use the System; (2) records
regarding daily summaries of trading and time-sequenced records of each transaction involving
an Exchange Member; (3) information disseminated to Exchange Members, such as quotation
and transaction information regarding securities traded through Exchange, as well as market
notices to Exchange Members and other communications (such as changes to the Rules); (4)
daily dollar value transactions, and daily share volume of business transacted through the
Exchange; (5) a list of securities for which orders are accepted; and (6) copies of Exchange
Member applications and criteria standards for selection used by the Exchange.

(b) The Exchange shall provide thirty (30) days prior notice to the Commission of any material
changes in the operation of the System.

(c) The Exchange shall supply to the Commission, on a quarterly basis within thirty (30) days of
the end of each calendar quarter: total volume and average daily volume of transactions effected
through the System during the period and year-to-date aggregates of these numbers, expressed in
(a) number of units of securities (for transactions in stock, number of ordinary shares; for

transactions in securities other than stock, other appropriate commonly used measure of value of
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such securities); (b) number of transactions; and (c) monetary value for transactions in securities
other than stock.

CHAPTER XV. DUES, FEES, ASSESSMENTS AND OTHER CHARGES; EFFECTIVE
DATE

Rule 15.1. Authority to Prescribe Dues, Fees, Assessments and Other Charges

(a) Generally. The Exchange may prescribe such reasonable dues, fees, assessments or other
charges as it may, in its discretion, deem appropriate. Such dues, fees, assessments and charges
may include membership dues, transaction fees, communication and technology fees, regulatory
charges, listing fees, and other fees and charges as the Exchange may determine. All such dues,
fees and charges shall be equitably allocated among Exchange Members, issuers and other
Person(s) using the Exchange’s facilities.

(b) Regulatory Transaction Fee. Under Section 31 of the Act, the Exchange must pay certain
fees to the Commission. To help fund the Exchange’s obligations to the Commission under
Section 31, this Regulatory Transaction Fee is assessed to Members. To the extent there may be
any excess monies collected under this Rule, the Exchange may retain those monies to help fund
its general operating expense. Each Exchange Member engaged in executing transactions
through the Exchange shall pay, in such manner and at such times as the Exchange shall direct, a
Regulatory Transaction Fee equal to (i) the rate determined by the Commission to be applicable
to covered sales occurring through the Exchange in accordance with Section 31 of the Act
multiplied by (ii) the Exchange Member’s aggregate dollar amount of covered sales occurring
through the Exchange during any computational period.
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Exhibit C - For each subsidiary or affiliate of the applicant, and for any entity with whom
the applicant has a contractual or other agreement relating to the operation of an
electronic trading system to be used to effect transactions on the exchange (“System”),
provide the following information: 1. Name and address of organization. 2. Form of
organization (e.g., association, corporation, partnership, etc.). 3. Name of state and statute
citation under which organized. Date of organization in present form. 4. Brief description
of nature and extent of affiliation. 5. Brief description of business or functions. Description
should include responsibilities with respect to operation of the System and/or execution,
reporting, clearance, or settlement of transactions in connection with operation of the
System. 6. A copy of the constitution. 7. A copy of the articles of organization or association
including all amendments. 8. A copy of existing by-laws or corresponding rules or
instruments. 9. The name and title of the present officers, governors, members of all
standing committees, or persons performing similar functions. 10. An indication of whether
such business or organization ceased to be associated with the applicant during the
previous year, and a brief statement of the reasons for termination of the association.

There are currently no subsidiaries or affiliates of the Company, or any entity with whom the
Company has a contractual or other agreement, relating to the operation of the System.
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Exhibit D - For each subsidiary or affiliate of the exchange, provide unconsolidated
financial statements for the latest fiscal year. Such financial statements shall consist, at a
minimum, of a balance sheet and an income statement with such footnotes and other
disclosures as are necessary to avoid rendering the financial statements misleading. If any
affiliate or subsidiary is required by another Commission rule to submit annual financial
statements, a statement to that effect, with a citation to the other Commission rule, may be
provided in lieu of the financial statements required here.

Not applicable.
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Exhibit E - Describe the manner of operation of the System. This description should
include the following: (1) the means of access to the System, (2) Procedures governing entry
and display of quotations and orders in the System, (3) Procedures governing the
execution, reporting, clearance and settlement of transactions in connection with the
System; (4) Proposed fees, (5) Procedures for ensuring compliance with System usage
guidelines, (6) The hours of operation of the System, and the date on which applicant
intends to commence operation of the System, (7) Attach a copy of the users’ manual, (8) If
applicant proposes to hold funds or securities on a regular basis, describe the controls that
will be implemented to ensure safety of those funds or securities.

A. Introduction
The Automated Matching System Exchange, LLC. (“Exchange” or “Company”’) proposes to

conduct business in rehance upon an exemptlon from reglstratlon asa natlonal securities
exchange Re ran—eff-bee :

Exchange seeks to estabhsh 1tse1f asa centrahzed marketplace £er—&u+ema%ed

matehing systems-which preeessprocesses securities registered, or exempt from the registration
requirements, on an unsolicited basis._Once granted an exemption from registration, the

EA:et—)—Th

Exchange will operate one or more fully automated-electronie books for orders to buy or sell
securities with a continuous, automated matching function. Liquidity will be derived from
orders to buy and orders to sell submitted to the Exchange electronically by its Members from
remote locations. Members of the Exchange will be prohibited from taking possession of
Participant funds or securities-and will further be prohibited from the extension of credit to or
sharing in profits with any Participant. There will be no physical Exchange trading floor;
centralized-erder-book; or specialists or market makers with affirmative and negative market
making obligations.

Membership in the Excha. (be open to any Person who completes the membership
application and meets such conditions as the Exchange, under the direction of the Commission,
prescribes. There will only be one class of membership, with all Exchange Members enjoying
the same rights and privileges on the Exchange. Exchange Members will be subject to fees for
orders executed through the Exchange as set forth in the Rules of the Exchange or as may
otherwise be determined by the Board of Directors of the Exchange from time-to-time.
Exchange memberships will not be transferable except in the event of a change in control of an
Exchange Member, and such transfer will be subject to the written consent of the Exchange, and
to any conditions to such transfers imposed by the Exchange. The Exchange currently does not
contemplate charging a fee for membership in the Exchange, but will establish a tiered fee-
schedule based on the dollar value of each transaction.

This exhibit describes, in summary form, the proposed operation of the Exchange. A more
detailed description of the proposed Exchange is set forth in the proposed Operating Agreement
and Rules of the Exchange.
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B. Exemption from Registration as an Exchange on Limited Transaction Volume.

The Company is applying for an exemption from the registration requirement as a national
securities exchange under Section 5 of the Act by reason of the limited volume of transactions
proposed to be effected on such exchange. The Company intends to comply with such
restrictions as the Commission deems necessary or appropriate for the protection of investors,
including that of maintaining transaction volume below that of the registered national securities
exchange with the lowest transaction volume.

C. Transaction Reporting

The Company is not a participant to the Joint Self-Regulatory Organization Plan Governing the
Collection, Consolidation, and Dissemination of Quotation and Transaction Information. As
such, the Exchange Members-shallwill not trade in Nasdaq Global Market or Nasdaq Capital
Market securities or such other securities as are subject to an Effective Transaction Reporting
Plan for which the Company is not a participant.

AnThe Exchange and Exchange Member shall repést-tradesto-the Exehangeprepare and retain
trade reports, where applicable, and such reports must contain the following information, at a
minimum: (1) identification of the Exchange Member submitting a bid, offer, or indication of
interest; (2) identification of both the purchaser and seller of the security; (3) time of the
submission of each quotation and the transaction:

execution; (4) the issuer and description of the securities transacted; (5) quantity and purchase
price;

_(6) description of the manner.of clearance (central counterparty or not); (7) time period
contracted for settlement; and the (8) designated transfer and bank escrow agent or the Qualified
Clearing Agency. Tradereports by an Exchange Member shall be submitted to the Exchange on
a daily basis and at such time intervals as determined or requested by the Exchange.

Transaction reporting for securities will be made publicly available and free of charge. Copies of
such reports will also be filed with the Commission.

D. Access to the Exchange
Direct access to the Exchange, through which orders to buy or sell securities authorized for

trading on the Exchange, is available to Exchange Members at an internet protocol address
maintained by the Exchange. The Exchange will not accept telephone orders.

Exchange Members will be responsible for having procedures reasonably designed for
safeguarding access to their systems, transaction reporting to the Exchange, and for notifying the
Exchange upon learning that such safeguards have been compromised.

E. Entry and Display of Quotations and Orders
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Orders to the Exchange may only be entered though Exchange Members. AH—traﬂsaeHoﬂseﬂ—the

- A Partlclpant may enter h1s or her
order to purchase or sell a securlty through %hee}eetromeeréer—boolemam%med—by—thean
Exchange Member. An Exchange Member may only accept unsolicited electronic orders and
may not take an order in any other medium other than the website operated by that Exchange
Member.

Orders entered into the Exchange must either be (i) an order to buy or sell a stated amount of a
security at a specified price or better (“limit order”) or (ii) an order to buy or sell a stated
amount of a security at a specified price en-an-Exchange Member s-electronic-orderbook
(“market order”). A limit order to buy or sell will remain active until executed or cancelled by
the Participant. Limit orders may be entered in odd or mixed lots. A market order to buy or sell
shall be immediately executed or cancelled. Market orders may also be entered in odd or mixed
lots. All securities will be traded in decimals on the Exchange. All orders submitted to the
Exchange will be displayed, unless display is restricted to preserve an exemption from the

registration requirements of securities.

Consolidated-quotatiohsm——e-displayed-to-all Partieipants—AMSE will operate a consolidated

quotation system which will display all outstanding offers for the purchase or sale of securities.
Where applicable to preserve an exemption from registration under the Securities Act of 1933,
quotations may be restricted to those Participants who are authorized to view them.

Orders of Participants shall be ranked and maintained in the Exchange Member’sExchange’s
electronic order beekbooks based on the following priority: (1) the highest-priced order to buy
(or lowest-priced order to sell) shall have priority over all other orders to buy (or orders to sell)
in all cases; (2) subject to the execution process described below, where orders to buy (or sell)
are made at the same price, the order clearly established as the first entered into the System at
such particular price shall have precedence at that price; (3) any modification to an order,
including an increase in the size of the order and/or price change, will result in such order losing
priority as compared to other orders and the timestamp for such order being revised to reflect the
time of the modification.
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F. Execution, Reporting, Clearance and Settlement Procedures

The Exchange will bring together orders for multiple buyers and sellers and such will be done
by, among others, the use of consolidated quotation systems which effect transactions for
multiple buyers and sellers. The consolidated quotation system. will display, or otherwise
represent tradlng interests entered on the AMSE System to its System users. AMSE—WHH—HS%

Orders shall be matched for execution pursuant to the 1nstruct10ns of the Partrclpant as provided
in Rule 10 65, and on sueh hang : : ¢ . ’

order book An incoming order t0 buy w111 be automatlcally executed to the extent that it is
priced at an amount that equals or exceeds any order to sell. An incoming order to sell will be
automatically executed to the extent that it is priced at an amount that equals or is less than any
other order to buy. : g o

e}earane%and—settlement—All orders shall only be executed in the1r entirety.

Pursuant to Rules 10.4+10 through 10.4312 of the Exchange, the Exchange Members-will-be
reguired-to either use the services of a Qualified Clearing Agency or establish procedures to
facilitate the clearance and settlement of transactions in compliance with the Act and without
taking possession, custody, or control of funds or securities. Transactions may be processed with
or without a central counterparty, but the Exchange and Exchange Members will be required to
establish procedures to safeguard funds and securities where a central clearing agent is not used,
such as the designation of a bank to serve as escrow agent pending registration and transfer.

Unlike exchanges that conduct trading via a physical trading floor, all Exchange Members will
submit orders to the Exchange from remote locations and have equal access to orders residing on
the Exchange. Similarly, because orders on the Exchange will be executed automatically, no
Member of the Exchange will have the ability to control the timing of execution (other than to
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change or cancel an order prior to execution) or otherwise enjoy the type of special order
handling advantages that may be available on the physical floor of an exchange.

G. Exchange Fees

Fees Generally. The Exchange currently does not propose to charge a fee for Exchange
membership. Instead, the Exchange will set forth a schedule of fees to be assessed on a per order
basis and based upon the dollar value of each particular transaction conducted through the
Exchange. All Exchange Members will be assessed fees in accordance with the uniform
schedule of Exchange fees.

Exchange Members will be solely responsible for all telecommunications costs and all other
expenses incurred in linking to, and maintaining links to, the Exchange. The Exchange may
determine to revise or impose different fees upon its Members from time-to-time.

H. Procedures for Ensuring Compliance with Exchange Usage Guidelines

An Exchange Member may begin trading only after the Exchange is satisfied that both the
Exchange Member’s hardware and software meet the Exchange’s standards and that the system
is structured for compliance with the Act. All costs incurred in making such determination shall
be borne by the Exchange Member. Exchange Members also must agree to maintain an adequate
connection to the Exchange, as defined from time-to-time, that includes a connection of
sufficient speed and equipment of mmimum quality.

I. Hours of Operation and Proposed Commencement of the Exchange

Orders may be conductedithfough the Exchange Members-will-have-diseretionto-operate-their
systems-at any time-and-from-time-to-time—.

The Exchange proposes to commence operations upon the Commission’s approval of its Form 1
Application for Registration as.a National Securities Exchange, or pursuant to an exemption
from registration therefrom.

J. Exchange User Manual

Exchange Members will be provided with the Exchange’s technical specifications, which will
enable them to develop or purchase their own, customized front-end software for interfacing with
the Exchange-and-developingunique-trading systems.. The Exchange will require that a copy of
each Exchange Member’s user manual be submitted for review as a condition of approval to
commence operations. The user manual will describe the Exchange Member’s technical
specifications and will provide Participants additional information that the Exchange believes
will be useful to such person(s) for trading on the Exchange.

K. Possession of Funds or Securities
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Neither the Exchange nor any Exchange Member will be permitted to hold funds or securities.
Procedures for Clearing and Settlement are incorporated from paragraph F of this Exhibit “E.”
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Exhibit F - A complete set of all forms pertaining to: (1) Application for membership,
participation, or subscription to the entity, (2) Application for approval as a person
associated with a member, participant, or subscriber of the entity, and (3) any other similar
materials.

Please see the Uniform Application for Exchange Membership attached as Exhibit “F-1.”
Registration of Associated Person(s) of an Exchange Member will be submitted on Form U-4.
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Exhibit G - A complete set of all forms of financial statements, reports, or questionnaires
required of members, participants, subscribers, or any other users relating to financial
responsibility or minimum capital requirements for such members, participants, or any
other users.

Exchange Members will be required to comply with such financial responsibility or minimum
capital requirements as the Exchange, under the direction of the Commission, prescribes. In
addition, an Exchange Member that fails or is unable to perform any of its contracts or is
insolvent is required to immediately notify the Exchange in writing. Moreover, whenever it
appears that an Exchange Member has failed to perform its contracts, is insolvent or in such
other financial and operating condition or is conducting its business in a manner that is not safe
to Participants, creditors and other Exchange Members, the Chief Regulatory Officer of the
Exchange may summarily suspend the Member. Exchange Members will be required to file
financial reports in such form as the Exchange, under the direction of the Commission,
prescribes.
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Exhibit H - A complete set of documents comprising the applicant’s listing applications,
including any agreements required to be executed in connection with listing and a schedule
of listing fees. If the applicant does not list securities, provide a brief description of the
criteria used to determine what securities may be traded on the exchange. Provide a table
of contents listing the forms included in this Exhibit H.

The Exchange does not list securities. For information pertaining to the securities authorized for
trading through the Exchange, please see Chapter XIII of the Rules of the Exchange.

A schedule of fees will be submitted at a subsequent time, although such fees will be solely
assessed on the dollar value of each particular transaction conducted through the Exchange and
will be uniformly applied to all Exchange Members.
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Exhibit I - For the latest fiscal year of the applicant, audited financial statements which are
prepared in accordance with, or in the case of a foreign applicant, reconciled with, United
States generally accepted accounting principles, and are covered by a report prepared by
an independent public accountant. If an applicant has no consolidated subsidiaries, it shall
file audited financial statements under Exhibit I alone and need not file a separate
unaudited financial statement for the applicant under Exhibit D.

The Company was recently formed, has no other operations, and thus, does not yet have audited
financial statements for the latest fiscal year. The Exchange will file pro forma financial
statements when it is closer to commencing operations as a national securities exchange, or
pursuant to an exemption therefrom.
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Exhibit J - A list of the officers, governors, members of all standing committees, or persons
performing similar functions, who presently hold or have held their offices or positions
during the previous year, indicating the following for each: 1. Name. 2. Title. 3. Dates of
commencement and termination of term of office or position. 4. Type of business in which
each is primarily engaged (e.g., floor broker, specialist, odd lot dealer, etc.).

1. Officers

Prior to commencing operation as an Exchange, and pursuant to the Certificate of Organization
and Operating Agreement of the Exchange, the Exchange’s Board of Directors will likely
appoint the individuals listed below as initial officers of the Exchange. Officers shall be
appointed by the Board on an annual basis. These individuals will serve in these positions until
their successors are appointed. Officers of the Exchange will serve at the pleasure of the Board
of Directors.

Initial Officers

Name: Title: Date of Commencement”
Gregory Wilson  Chief Executive Officer, President [UPON APPROVAL]
Michael Stegawski Chief Regulatory Officer, Secretary [UPON APPROVAL]

2. Directors
Upon the approval of the Exchange’s Form 1, Application for Registration as a National

Securities Exchange by the Commission, or exemption therefrom, the initial Directors of the
Exchange will likely be as follows:

Initial Directors

Chairman and Industry Director: [TO BE PROVIDED]
Member Representative and Industry Director: [TO BE PROVIDED]
Non-Industry: [TO BE PROVIDED]
Non-Industry: [TO BE PROVIDED]

3. Committees

The committees of the Board shall consist of a Compensation Committee, an Audit Committee, a
Regulatory Oversight Committee, an Appeals Committee, and such other committees as may be
from time to time established by the Board. Upon the approval of the Company’s Form 1,
Application for Registration as a National Securities Exchange, or exemption therefrom, by the
Commission, and after the election of the Board, the Chairman, with the approval of the Board,
shall appoint person(s) to sit on the standing committees of the Board, consistent with the
Exchange’s Operating Agreement.
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Exhibit K - This Exhibit is applicable only to exchanges that have one or more owners,
shareholders, or partners that are not also members of the exchange. If the exchange is a
corporation, please provide a list of each shareholder that directly owns 5% or more of a
class of a voting security of the applicant. If the exchange is a partnership, please provide a
list of all general partners and those limited and special partners that have the right to
receive upon dissolution, or have contributed, 5% or more of the partnership’s capital. For
each of the persons listed in the Exhibit K, please provide the following: 1. Full legal name;
2. Title or Status; 3. Date title or status was acquired; 4. Approximate ownership interest;
and 5. Whether the person has control, a term that is defined in the instructions to this
Form.

The membership units of the Company are currently held by (i) Gregory Steven Wilson and (i1)
Stegawski IRA, LLC, a Georgia limited liability company. Michael Stegawski holds all the
membership interests of Stegawski IRA, LLC. Additional M ‘bers are anticipated to be
accepted.

1. Full legal name;

Gregory Steven Wilson.

2. Title or Status;

Membership units issued.

3. Date title or status was acquired

March 13, 2014.

4. Approximate ownership interest; and

Fifty percent (50%).

5. Whether the person has control, a term that is defined in the instructions to this Form
This Person is a control person. Ownership interest is currently one-half of the issued and
outstanding membership interests. Voting rights may be limited for compliance with the
Exchange’s Operating Agreement.

1. Full legal name;

Stegawski IRA, LLC.

2. Title or Status;
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Membership units issued.

3. Date title or status was acquired;

March 13, 2014.

4. Approximate ownership interest; and

Fifty percent (50%).

5. Whether the person has control, a term that is defined in the instructions to this Form
This Person is a control person. Ownership interest is currently one-half of the issued and

outstanding membership interests. Voting rights may be limited for compliance with the
Exchange’s Operating Agreement.



AMSE — Exhibits to Application

oo
As of February 16, 2015

Exhibit L - Describe the exchange’s criteria for membership in the exchange. Describe
conditions under which members may be subject to suspension or termination with regard
to access to the exchange. Describe any procedures that will be involved in the suspension
or termination of a member.

Membership on the Exchange will be open to any Person who completes the membership
application and meets such conditions as the Exchange, under the direction of the Commission,
prescribes. Exchange Members may be suspended or terminated for violation of the Exchange
Rules, Operating Agreement, the Act and/or rules and regulation promulgated thereunder.
Discipline of Exchange Members and Associated Person(s) of Exchange Members and Adverse
Actions are discussed in Chapters VIII and IX of the Rules of Exchange.
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Exhibit M - Provide an alphabetical list of all members, participants, subscribers or other
users, including the following information: 1. Name; 2. Date of election to membership or
acceptance as a participant, subscriber or other user; 3. Principal business address and
telephone number; 4. If member, participant, subscriber or other user is an individual, the
name of the entity with which such individual is associated and the relationship of such
individual to the entity (e.g. partner officer, director, employee, etc.); 5. Describe the type
of activities primarily engaged in by the member, participant, subscriber, or other user
(e.g. floor broker, specialist, odd lot dealer, other market maker, proprietary trader, non-
broker dealer, inactive or other functions). A person shall be “primarily engaged” in an
activity or function for purposes of this item when that activity or function is the one in
which that person is engaged for the majority of their time. When more than one type of
person at an entity engages in any of the six types of activities or functions enumerated in
this item, identify each type (e.g. proprietary , trader Registered Competitive Trader and
Registered Competitive Market Maker) and state the number of members, participants,
subscribers, or other users in each; and 6. The class of membership, participation or
subscription or other access.

The Company has not commenced operations as an Exchange and accordingly currently has no
Exchange Members.
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Exhibit N - Provide a schedule for each of the following: 1. The securities listed in the
exchange, indicating for each the name of the issuer and a description of the security; 2.
The securities admitted to unlisted trading privileges, indicating for each the name of the
issuer and a description of the security; 3. The unregistered securities admitted to trading
on the exchange which are exempt from registration under Section 12(a) of the Act. For
each security listed, provide the name of the issuer and a description of the security, and
the statutory exemption claimed (e.g. Rule 12a-6); and 4. Other securities traded on the
exchange, including for each the name of the issuer and a description of the security.

The Company has not commenced operations as an Exchange and therefore, it has no securities
that are authorized for trading or permitted pursuant to unlisted trading privileges.
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
100 F STREET, N.E.
WASHINGTON, D.C. 20549

OFFICE OF THE PAUL G. ALVAREZ
GENERAL COUNSEL DIRECT DIAL; 202-551-5038
EMAIL: ALVAREZP@SEC.GOV

January 16, 2015

VIA E-MAIL

Michael Stegawski, Esq.

Chief Regulatory Officer

Automated Matching Systems Exchange
4305 S. Louise Ave., Suite 101C

Sioux Falls, SD 57106

Dear Mr. Stegawski,

Thank you for providing us with an opportunity to provide staff comments before
AMSE filed the further amended Form 1 application. Our specific comments are
provided below. To the extent that AMSE would like to make any changes to its
draft amended application in response to the concerns raised below, we request that
AMSE incorporate any such changes into a single, final amendment to AMSE’s
application. This is necessary to ensure that the Commission has adequate time to
review the application. Accordingly, we request that AMSE submit its final
amended application by Friday, February 6, 2015.

Based on a preliminary reading of your draft letter and draft second amendment,
the staff continues to have the same core concerns with AMSE’s application that it
has previously identified. With regards to the draft amendment specifically, the
staff preliminarily notes the following additional issues:

e The draft second amendment would not alter the staff's core concern that
AMSE does not appear to be an exchange, but rather that each Exchange
Member would operate as a separate and distinct exchange. As described,
the staff understands the operation of AMSE as follows. Each Exchange
Member would be required to establish order priority and execution rules for
its separate and distinct order book consistent with new AMSE Rules 10.8
and 10.9. Participants may enter orders into the order book of an Exchange
Member. After an order is entered into an Exchange Member’s order book,
the Exchange Member would be required to report such order to AMSE for
display in AMSE’s consolidated quote system. Once entered on an Exchange
Member’s order book, such orders could be executed either on the Exchange
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Member’s order book or routed by AMSE to another Member’s order book for
execution, if the participant chooses so. In either case, executions only take
place on an Exchange Member’s electronic order book or automated matching
system. If an execution occurs, the Exchange Member would be required to
report the transaction to AMSE.

As described, it appears that only Exchange Members are bringing together
the orders of multiple buyers and sellers as such orders are only interacting
on the order books or systems of the Exchange Members, not on any AMSE
system. In addition, as described, it appears that only Exchange Member
order books are using established, non-discretionary methods under which
orders interact with each other. Although AMSE would operate a
consolidated quotation system and an order router, those systems would not
be bringing together the orders of multiple buyers and sellers, since, as
described, the orders would not interact on those systems. In addition,
although new AMSE Rules 10.8 and 10.9 would require Exchange Members
to have certain order priority and execution rules for their separate and
distinct order books, as described, it appears that it is the Exchange Member
that in fact uses those established, non-discretionary methods under which
orders on their order books would interact with each other. It does not
appear that any AMSE system uses established, non-discretionary methods
under which orders would interact with each other.

e The draft second amendment no longer requires Exchange Members to be
registered broker-dealers. As you note in your letter, exempt exchanges,
unlike registered national securities exchanges, are not subject to the
requirement to have members that are registered broker-
dealers. Accordingly, exempt exchanges could have institutional investors,
for example, as direct members on their markets. However, it is not the
participation on the market or the rules of the market that determine
whether or not a person/entity would be required to register pursuant to the
federal securities laws, but rather it is the activity of that person/entity that
determines whether registration is required under federal securities
laws. For example, if a person engages in broker-dealer activity, such a
person would be required to register as a broker-dealer regardless of whether
such person transacts only on a limited volume exchange that does not
require its members to be registered broker-dealers. The same goes for
persons/entities that engage in exchange activity or the activity for any other
registered category. To the extent that an AMSE member operates a trading
system that would fall within the definition of “exchange,” such member
would be required to register as a national securities exchange or, in the
alternative, register as a broker-dealer and comply with Regulation ATS,
irrespective of its membership in AMSE or AMSE’s requirements.
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The staff notes that, under the draft second amendment, AMSE is no longer
holding itself out as an SRO. However, the staff notes that the AMSE
Articles of Organization in the draft second amended application refers to
AMSE as an SRO with SRO functions. Staff also notes that in AMSE’s rules,
the term SRO is defined to include both “self-regulatory organizations” as
defined under the Securities Exchange Act of 1934 and also exempt
exchanges. Although some exempt exchanges may perform some functions
that are typically associated with SROs, those entities are not SROs and to
use this terminology unnecessarily obfuscates a key issue. For purposes of
avoiding public confusion, and to the extent that AMSE is no longer seeking
to be an SRO, we ask that you remove all references to AMSE having SRO
functions or being an “SRO” or “self-regulatory organization,” even under a
constructed definition.

There also appear to be some gaps and inconsistencies in the draft
amendment rules. Here are some examples:

o The draft second amendment adds Rule 10.9(a), which generally
requires an incoming order to be “automatically” executed to the extent
it is marketable against contra interest in the Exchange Member’s
order book. By contrast, the draft letter at the top of page 7 describes
an Exchange Member with a system that “holds a daily auction and
transactions are executed on best bid/ask basis and only at a
designated time per day.” How would such a daily auction system be
consistent with the above requirement of Rule 10.9(a) that marketable
incoming orders be automatically executed?

o The draft second amendment adds Rule 10.9(c), which states “All
orders shall only be executed in their entirety.” AMSE rules, however,
do not describe what happens if an order cannot be executed in its
entirety. For example, if two orders are marketable against each other
but are of different size, would one of the orders be canceled back to the
participant? Does this mean that only orders of equal size will execute
against each other?

Finally, in light of the foregoing, please be advised that this will serve as the staff’s
last comments on AMSE's application. As mentioned previously, please submit
your amended application and any supporting materials through the Commission’s
website. You may do this by clicking the “Submit comments on 10-214” link located
on the webpage listed above and then attaching a cover letter along with the
relevant materials.

Thank you very much.
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Sincerely,

a3

Paul G. Alvarez
Senior Counsel

CC: Richard Rahn, Esq. (Counsel for AMSE)
William K. Shirey, Assistant General Counsel
Thomas J. Karr, Assistant General Counsel
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January 5, 2015

Paul G. Alvarez

Senior Counsel

Office of the General Counsel

Appellate Litigation Group

U.S. Securities and Exchange Commission
100 F Street, N.E.

Washington, DC 20549

United States Securities and Exchange Commission
Division of Trading and Markets

Attn: Theodore Venuti

Washington, D.C. 20549

RE: In Re: Automated Matching Systems
Exchange, LLC, File No. 10-214.

Gentlemen,

We are in receipt of the December 22, 2014 Exchange Release No. 34-73911 in regard to
the above-referenced proceeding. Per the instruction of Commission staff, our written response
is provided through the public'comment submission process on www.sec.gov and under Other
Commission Orders, Notices, and Information.

As a preliminary m please let me emphasize the importance of timely review and a
continuing dialogue between the Commission and market participants. AMSE’s Form 1
application had initially been submitted in December of 2013 for informal comment, filed in
March of 2014, and we have now received your first substantive comments regarding this
application. We further recognize that this particular form of registration is seldom filed and the
Commission has been afforded some degree of discretion in defining an “exchange,” so we
believe a proper discharge of agency functions requires more.' Further, beyond the
administrative tasks of notice and publication, and subsequent presentation of broad questions to
the general public, we would ask for interpretive guidance to help amend or supplement the

! Self-Regulatory Organizations; Delta Government Options Corp.; Order Granting Temporary Registration as a
Clearing Agency, 55 FR 1890, Exchange Act Release No. 34-27611 n.53 (Jan. 19, 1990)(“The legislative history of
the Exchange Act makes clear that the Commission has broad flexibility in determining what kinds of trading
systems should be deemed to constitute "exchanges" in order to avoid adopting an underinclusive or overinclusive
interpretation of the term "exchange." On the one hand, an underinclusive approach might deprive investors of
important protections associated with Exchange Act registration. One the other hand, an overinclusive approach
would place those evolving systems within the "strait jacket" of exchange regulation”). To promote innovative
trading systems in securities, Congress imbued the Act’s definition of the term “exchange” with a certain
“plasticity” and thereby does not cast a mold of 1934, but invites reinterpretation as the way the term ‘generally
understood’ evolves. 1d. n.57.
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application in a manner that the Commission would comport with the Exchange Act and to
constitute an exchange, as such definition is currently interpreted. For example, the Commission
has raised concern on the appropriateness of registering this proposal as an “exchange,” but has
failed to provide substantive analysis or discussion on the regulatory gap that would emerge
should this business model proceed to operate without any form of registration. Should another
form or registration serve the investing public in a better fashion or the Commission believes an
exemption may be appropriate on certain conditions, it would appear reasonable for the
Commission to compare and contrast that alternate form of registration or provide its insight on
the propriety of operating under an exemption.

However, in the pursuit of cooperation and in attempt to promptly resolve all outstanding
issues, we respond as follows:

A. Self-Regulatory Organization. Commission staff has noted an inconsistency between the
submission of an application for an exemption based on limited transaction volume from
registration as a national securities exchange and the designation of a self-regulatory
organization, as defined under the Exchange Act: 'We understand that confusion and the
Commission’s objection and have amended the application to clarify that while AMSE
will exercise self-regulatory powers, it willnot be a self-regulatory organization as
defined under the Exchange Act.

In amending the Form 1 application, we believe a more thorough response is warranted to
preemptively address staff’s questions. The term "self-regulatory organization", as defined in
section 3(a)(26) of the Securities Exchange Act of 1934 (“Exchange Act”), encompasses national
securities exchanges, registered seécurities associations, registered clearing agencies, and, for
some purposes, the Municipal. Securities Rulemaking Board. Self-Regulatory Organizations;
Wunsch Auction Systems, Inc.; Order Granting Limited Volume Exemption from Registration as
an Exchange Under Section 5 of the Securities Exchange Act, 56 FR 8377, Exchange Act
Release 34-28899 n.41 (February 28, 1991). However, while the exempted exchange is not
deemed a self-regulatory organization pursuant to the Exchange Act, the Commission has
construed the limited volume exemption in such a manner that exempted exchanges would
exercise similar self-regulatory powers as their registered counterparts. This is because the
limited volume exemption 15 .cognized by the Commission for systems that, by way of
exercising self-regulatory powers, are precluded from registration as a broker-dealer and an
alternative trading system. See Regulation of Exchanges and Alternative Trading Systems,
Exchange Act Release No. 34-40760, 1998 SEC Lexis 2794 (December 8, 1998). In its 1998
release, the Commission noted:

“The Commission believes that the low volume exemption continues to be
appropriate for some exchanges, such as an exchange that, for example,
disciplines its members (other than by excluding them or limiting them from
trading based on objective criteria, such as creditworthiness), or has other self-
regulatory attributes that exclude it from the definition of alternative trading
system, Rule 300(a), and therefore preclude it from making the choice to register
as a broker-dealer. Any exchange seeking a low volume exemption would, of
course, have to have low volume. The Commission believes that the low volume
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exemption would be inappropriate for any alternative trading system that can
register as a broker-dealer and comply with Regulation ATS, and that the
conditions under Regulation ATS should generally be met by any alternative
trading system falling within Rule 3b-16, including an alternative trading system
that, for other reasons, seeks a low volume exemption” (emphasis added).

In granting the limited volume exemption to Wunsch, the Commission considered
comments submitted by the NASD that the system was not a self-regulatory organization and
therefore had no authority to surveil trades consummated and further comments submitted from
the Philadelphia Stock Exchange regarding investor protection with a comprehensive scheme of
self-regulatory oversight. The Commission then proceeded to grant the exemption on the
relevant conditions that (i) Wunsch provided a written undertaking to adopt and implement
procedures to conduct surveillance of trading by Wunsch employees, to conduct surveillance of
trading in Wunsch by Wunsch participants for potential insider trading or manipulative abuses,
ensure the protection of confidential information in the possession of Wunsch employees, and, in
response to regulatory trading halts on other markets, either suspend auction trading on the
Wunsch System or consult with the Commission with respect to a possible suspension of trading,
(i1) cooperate with any investigation of trading on the® vunsch System >nducted by any SRO or
by the Commission, and (iii) provide SROs and the Commission with any requested information
pertaining to trading on the Wunsch System. Id., In RE: Wunsch Auction Systems.

Although Regulation ATS is a comp -atively recent development in U.S. securities law
to the limited volume exemption, the cited precedent is well-established and exempted
exchanges have long held the ability to-adopt rules and exercise regulatory authority governing
the expulsion, suspension, or disciplining of members. See Order Granting Exemption from
Registration of the Honolulu Stock Exchange, the Milwaukee Grain and Stock Exchange, and the
Minneapolis-St. Paul Stock Exchange, Exchange Act Release 34-416, 1935 SEC Lexis 427 at 3-
4 (Nov. 14, 1935). In granting the exemptions, the Commission requested the imposition of
certain conditions and that:

1) Data in the application contain information on organization rules and membership
and security lists;

2) Restrictions be imposed on the extensions of credit;’

3) Members of the exempted exchanges be subject to proscribed rules regarding
aggregate indebtedness in relation to their net capital, hypothecation and co-mingling
of customers’ securities, the regulation of trading on the exchanges by specialists,
odd-lot dealers and floor traders, the giving of proxies for securities carried in the

* AMSE’s Operating Agreement and Rules of Operation provide for the organizational rules of the Exchange and
Exchange Member operations. Exhibit “N” to the Form 1 application, as amended, will provide for securities
authorized for trading.

3 The use of margin or extension of any credit by an Exchange Member is prohibited. See Rules of Operation,
Chapter VI — Extensions of Credit, Rule 6.1 — Prohibitions and Exemptions.
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accounts of customers, and fair dealing in securities and other matters relating to the
administration of these exchanges;’

4) The manipulation provisions of the Exchange Act apply to the exempted exchanges
and to their members, prohibiting pool operations, wash sales, matched orders, and
other activities aimed at manipulating the prices of securities or creating a false or
misleading appearance of active trading;’

5) To provide for the preservation of information for examination and inspection by the
Commission, these exchanges and their members would make and keep such
memoranda, papers, and other records as the Commission would from time to time
require;’ and

6) Provide an adequate background of statistical material which could include, among
other things, information concerning the quotations and amount and dollar value of
transactions in securities on these exchanges.’ Id. at 2-3.

In 1999, the Commission again exercised its exemptive powers and granted the limited
volume exemption to Tradepoint Financial Networks, PLC: See Order Granting Limited Volume
Exemption from Registration as an Exchange Under Section 5 of the Securities Exchange Act, 64
FR 14953, Exchange Act Release No. 34-41199 (March 29, 1999). At the time the Commission
granted an exemption to Tradepoint Financial Networks, it similarly imposed conditions on
operation and required self-regulatory functions to be performed. Among the relevant conditions
imposed, the Commission requested the following:

1) For the exchange to adopt and implement procedures to conduct surveillance of
trading by exchange employees and requirements to ensure the non-disclosure of
confidential information in the possession of exchange employees;®

2) Inresponse to regulatory trading halts on U.S. markets, the exchange would be
required to either suspend trading on the Tradepoint system for U.S. members or
consult with the Commission with respect to a possible suspension of trading;” and

* AMSE’s Rules of Operation for a comprehensive regulatory structure for its members in, among others,
Chapter III, Exchange Rules of Practice. The Exchange has prohibited the extension of credit, possession of
customer funds or securities, pledging or hypothecation of customer securities, and short sales and has thereby
reduced the potential resulting harm that the financial condition of any Exchange Member may present to the
investing public. Procedures implemented to promote fair dealing are listed, in among other sections, Chapter XI —
Trading Rules of AMSE’s Rules of Operation.

> See Chapter XI, Trading Practice Rules of AMSE’s Rules of Operation.

% AMSE’ Rules of Operation provide for the maintenance of various books and records and the provision of such
records to the Commission on request.

7 See Chapter X — Trading Rules, Rule 10.10 — Trade Reports.

¥ Procedures governing the confidentiality of records are provided in Art. XI — Miscellaneous Provisions, Section 3;
Books and Records; Confidentiality of Information and Records Relating to SRO Function of AMSE’s Operating
Agreement. Various references are also provided to the creation of an internal surveillance department for the

Exchange.

? Trading halts are provided for under Chapter X — Trading Rules, Rule 10.2 — Trading Halts.
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Cooperate with any investigation in connection with trading on the Tradepoint system
conducted by the Commission, including allowing Commission staff access to the
facilities, books and records and other documents, as well as employees for
interviews, and for the provision of any requested information (including documents)
in connection with trading on the Tradepoint system. "

In accordance with prior Commission practice in Wunsch, and in addition to the
procedures specified in AMSE’s Operating Agreement and Rules of Operation, AMSE proposes
to submit a written undertaking as follows:

1)

2)

3)

4)

5)

6)

7)

8)

Upon such interval as the Commission requests, provide data describing the securities
traded and the prices and aggregate volumes of securities traded on the system,
including on all member sites;

Upon such interval as the Commission requests, exception reports on unusual trading
activity and abnormally high rates of order cancellations;

Upon reasonable request, supplemental trade data, including the identities of
participants, by the next business day after the request;

Real-time, log-in access to each ongoing auction, with the capacity to discover the
identity of participants whose orders are visible (but anonymous) in the system,;

To adopt and implement employee surveillance procedures, to impose non-disclosure
requirements applicable to AMSE employees in possession of confidential
information, to implement specific surveillance and exception reporting procedures,
and to halt any scheduled auction at the request.of the Commission;

To consult with the Com==sion before conducting any auction subsequent to an
exchange session in which a trading halt has occurred or a circuit breaker has gone
into effect;

To not permit trading in any security subject to a regulatory halt for pending news
that has been called by the primary market for the affected security or during
suspensions of trading ordered by the Commission pursuant to section 12(k) of the
Exchange Act; and

That it will grant the Commission examination authority to conduct inspections of
system operations atany time. See In RE: Wunsch Auction Systems, n. 55-57.

B. Membership. In footnote 14 of the December 22, 2014 release, the Commission notes
that “broker-dealer members of AMSE would not be able to satisfy their requirement to
be members of a self-regulatory organization by their membership with AMSE; rather
such broker-dealers would be required to be members of a registered securities
association or a national securities exchange if such broker-dealers effect transactions
solely on that exchange, pursuant to Section 15(b)(1)(B) of the Exchange Act. See 15
U.S.C. 780(b)(1)(B).” Upon review of prior Commission precedent, we note that the
scope of the limited volume exemption has been construed to encompass those members
who transact on the exempted exchange. We accordingly have relaxed the requirement

19 “The Exchange will adopt any necessary rule changes to conform its market rules and member agreement to the
requirements, conditions, and language of this Order. An express condition of the Commission's approval is that the
Exchange will have the capacity to enforce compliance by its Members with the rules of the Exchange with respect
to the terms and conditions of this Order.” See In Re: Tradepoint Financial Networks, PLC.
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that membership be restricted solely to broker-dealers and have amended the application
such that those members who wish to transact on AMSE will, in lieu of registration, be
required to submit to such conditions of membership as AMSE requires; and which
conditions will be subject to Commission approval. We do agree that if such members
were to conduct activities requiring registration off of AMSE, such may require
registration as a broker-dealer and membership with a registered self-regulatory
organization.'" We have further removed reference to compliance with Regulation ATS
as such would only apply to registered broker-dealers.

We once again believe that a proactive effort to address staff questions is warranted to
help timely process this application and therefore provide that an exchange exempted under
Section 5 does not restrict membership only to registered securities broker-dealers. See Self-
Regulatory Organizations; Wunsch Auction Systems, Inc.; Order Granting Limited Volume
Exemption from Registration as an Exchange Under Section 5 of the Securities Exchange Act, 56
FR 8377, Exchange Act Release 34-28899 (February 28, 1991)(allowing institutional and
broker-dealer participants to transact on Wunsch’s systems; including private and public pension
funds, endowments, foundations, money managers, bank trust departments and insurance
companies, and so-called "sell-side" firms, such as broker-dealers, including "upstairs" members
of exchanges and exchange specialists); See also Qrder Granting Limited Volume Exemption
from Registration as an Exchange Under Section 5 of the Securities Exchange Act, 64 FR 14953,
Exchange Act Release No. 34-41199 (March.29, 1999)(permitting two classes of membership
and those included (i) the public market and (i1) qualified institutional buyers as defined in Rule
144A, international agencies, and non-U.S. persons).

C. Non-Discretionary Methods. On pages 5-6 of the December 22™ release, the
Commission raises question as to whether an inconsistency exists between (i) AMSE’s
creation of consolidated quotation systems for the display or representation of trading
interests and (ii) the permission for Exchange Members to individually determine the best
way for the display of quotations and entry of orders. This appears to be a
misunderstanding as to the function of the system and AMSE’s Rules of Operation and
Exhibit “E” have been amended for clarity. In particular, there are two distinct levels of
quotation displays and those are for (i) Exchange Members and (ii) for participants of the
Exchange Members.'?” AMSE will develop consolidated quotation and transaction
reporting systems and, although it will make quotation and transaction data available free
of charge to the public, where in compliance with the Exchange Act, only Exchange
Members may transact on the Exchange. An Exchange Member will, however, be
required to create its own automated matching system to accept its participants’ orders.

It would also be appropriate to emphasize that Exchange Members will have the ability to
devise automated matching systems for securities transactions, but will not be afforded

"'See Chapter XII, Rule 12.4 — Off-Exchange Transactions Prohibited. We would further note that any registered
broker-dealer transacting on AMSE’s system would likely already be subject to oversight under their primary self-
regulatory organization for all business activities. However, AMSE’s Rules of Operation provide for regulatory
cooperation and such records would be available to the Commission on request.

12 The terms “participant” or “subscriber” are used throughout as opposed to “customer” to distinguish the limited
role of the activities provided by Exchange Members.
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any discretion in the order routing and execution of their participants’ orders. For
example, suppose that Exchange Member A creates an automated matching system which
trades Issuer 1 securities. Exchange Member A’s system holds a daily auction and
transactions are executed on best bid/ask basis and only at a designated time per day.
Exchange Member B also created an automated matching system and trades securities of
Issuer 1, but has created a continuous market and where a transaction may close at any
time when an offer to buy matches the price and quantity for an outstanding order to sell.
Neither Exchange Member A nor B, nor the Exchange, may solicit the transaction or
exercise any discretion on how their participants submit orders. The participant will be
provided with information by both members and be directed to AMSE’s website for
current quotation information and transaction reports. The participant may then direct on
which market, if either or both, to submit their order(s).

Once again, to help proactively address the Commission’s concerns, AMSE provides that
the Commission had considered many characteristics of the modern exchange in revising its
interpretation and believes that two elements most accurately reflect the functions and uses of
today's exchange markets. Regulation of Exchanges andAlternative Trading Systems,1998 SEC
LEXIS 2794, 89-91. The first essential element of an‘exchange is the bringing together of orders
of multiple buyers and sellers. Id. This reflects thestatutory concept of bringing together
purchasers and sellers and also reflects the reality of today's marketplace -- where supply and
demand originate from a variety of sources, not simply from individual brokers and dealers. The
second essential element is that trading on an exchange takes place according to established,
non-discretionary rules or procedures. /d. Participants, following the communication to the
system’s users of the rules and procedures, have an expectation regarding the manner of
execution -- that is, if an order is eéntered, it will be executed in accordance with those procedures
and not at the discretion of a counterparty or intermediary. 1d. As to the send element, “[a]
system uses established non-discretionary methods either by providing a trading facility or by
setting rules governing trading among subscribers” (emphasis added). 1d. at 38-42. The
Commission intends for "established, non-discretionary methods" to include any methods that
dictate the terms of' trading among the multiple buyers and sellers entering orders into the system
(emphasis added). Id. Such methods include those that set procedures or priorities under which
open terms of a trade may be determined. 1d. For example, traditional exchanges' rules of
priority, parity, and precedence are "established non-discretionary methods," as are the trading
algorithms of electronic systems." Id.

1 System C allows participants to enter limit orders and matches those orders with other orders in System C based
on internal parameters. System C displays unmatched limit orders in the system's book on an anonymous basis to all
participants. The broker-dealer operating System C acts as a riskless principal in executing all matched orders.
System C is included under Rule 3b-16. Regulation of Exchanges and Alternative Trading Systems,1998 SEC
LEXIS 2794, 64-74. System F displays, on an anonymous basis, firm offers to buy and sell securities from its
participants. Participants typically telephone an employee of System F to place a bid or offer, which the employee
enters into the system for display to other participants. To execute against a bid or offer displayed on the computer
screen, a participant telephones an employee at System F. The employee is required to execute the participant's
order against the displayed order if it matches. System F is included under Rule 3b-16. If System F allowed
subscribers to execute against a displayed order by sending a message electronically, it would also be included under
Rule 3b-16. Id. System G permits competing market makers to post continuous two-sided quotes in certain
securities. Quotes are consolidated and disseminated to subscribers electronically. System G maintains and
enforces rules setting standards for the posting of quotes and executions. Trades are executed by subscribers calling
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Discretion is measured at the broker-dealer level and the use of participant discretion will
not remove a system from the scope of Rule 3b-16 as “where customers of a broker-dealer
exercise control over their own orders in a trading system operated by the broker-dealer, that
broker-dealer is unlikely to be viewed as using discretionary methods in handling the order.” Id.
The mere use of these systems does not make a broker an exchange, unless those systems
themselves predetermine the handling and execution practices for the order, replacing the broker-
dealer's judgment and flexibility in working the order. Id. The Commission, however, did not
intend to capture internal broker-dealer systems under the definition of an exchange, where such
systems create efficiency in crossing or matching that single broker-dealer’s customer orders.'*
Id. at 42-45.

An alternative to non-discretionary procedures, the implementation of rules which
remove discretion from the terms of a trade bring a system within the definition of Rule 3b-16.
Id. at 47-50. Rules imposing execution priorities, such as time and price priority rules, would be
"established, non-discretionary methods" as well as a system which standardizes the material
terms under which instruments are traded. 1d. For example, Nasdaq was deemed to perform the
functions of what is generally thought to be a stock exchange where it devised a system where
market participants acted in concert to centralize and disseminate trading interest and establish
the basic rules by which securities are traded.” «d."”

D. Operation of the Exchange. The Commission has requested comment on whether the
Form 1 application provides sufficient detail with respect to the operation of the
exchange and in light of a member’s operation of trade matching engines.

In response, AMSE is submitting an amendment on Form 1 to further explain the method
of operation of AMSE’s consolidation quotation and order routing system, execution and priority
of orders, and member matching systems.

E. Order Router. As currently proposed, the order router will be a facility of the exchange
implemented between the electronic order books of Exchange Members. The router will
function in a manner whereby a participant of Exchange Member A may execute a
transaction on Exchange Member B’s order book. The order router will accept the trade
execution request from Exchange Member A and deliver to Exchange Member B.

market makers outside the system and executing trades based on quotes displayed in the system. System G is
included under Rule 3b-16. Id.

'* As the Exchange Members of AMSE will solely function as automated trade cross matching systems and will
themselves not exercise any self-regulatory powers, as each will have to submit to AMSE’s proposed regulatory
structure, the individual members will not be required to register as separate exchanges.

!> Although Nasdaq fell within the definition of an “exchange,” the Commission exercised its exemptive power as
Nasdaq was already registered as a securities information processor under Section 11A of the Exchange Act and was
operated by the NASD; thereby providing an equivalent form of regulatory oversight as the requirements applicable
to a registered securities association are virtually identical to the requirements applicable to registered exchanges.
Regulation of Exchanges and Alternative Trading Systems,1998 SEC LEXIS 2794, 47-50.
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All Exchange Members will be required to present information with respect to the
availability of a particular security in another member’s order book, but are not required
to use AMSE’s order router. For example, Exchange Member C maintains an automated
matching system, but elects not to participate in the order router system. Exchange
Member C will be required to provide its participants with quotation and transaction
execution information on AMSE’s consolidated quotation system, but is not required to
accept the participant order for execution. If the participant of Exchange Member C
wishes to transact in a security on the order book of Exchange Member A or B, he or she
would then have to become a participant or subscriber with that member. Transactions
executed on Exchange Members A, B, and C will be consolidated for dissemination to
the public.

F. Responses to the Commission’s Noted Concerns.

1. While the Commission requests comment on all ‘aspects of AMSE’s exemption
application as amended by Amendment No. 1, the Commission specifically requests
comment on whether statements made in Amendment No. 1 are consistent with other
statements in the exemption application, including those made in Exhibit E thereto. For
example:

In Amendment No. 1, in Exhibit E, AMSE states that “[t|]he Exchange will bring together
orders for multiple buyers and sellers and such will be done by the use of consolidated
quotation systems which effect transactions for multiple buyers and sellers. The
consolidated quotation systems will display, or otherwise represent, trading interests
entered on the AMSE system to ) system users. AMSE may use a centralized order router
which would match trading.interests on the electronic order book of one member with the
trading interests on the electronic order book of a second member.”

But Exhibit E to AMSE’s exemption application also states “[t|]he Exchange has designed
its System to allow i ge Members to individually determine the best method for
display of quotations an of orders through the Exchange. Thus, Exchange Members
may develop their own customized electronic order books and routing systems, but shall
report their transactions to the Exchange at such intervals as required by the Exchange.”
In addition, Exhibit E states “[t]rades shall occur when an order to buy and an order to sell
match on the Exchange Member’s electronic order book. Each Exchange Member shall
adopt rules to govern the execution and priority of orders.”

RESPONSE: As currently proposed, two sets of quotations are provided: (i) the consolidated
quotations provided by AMSE’s internal facility, and which would display quotations of all
Exchange Members, and (i1) those quotations listed on an Exchange Member’s individual
electronic order book and disseminated to its participants.

Subject to Commission approval, the system will function as follows: a non-Exchange Member
(ie. participant) will be required to submit all orders through an Exchange Member. The
Exchange Member’s participant will have quotations provided by that Exchange Member’s
electronic order book and may enter into a transaction with inventory available on the Exchange
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Member’s site. The Exchange Member will execute the trade as a cross trade and report all
transaction data to the Exchange. In addition, the participant will have data available from
AMSE’s consolidated quotation system and can therefore view inventory available in any
authorized security quoted on any other Exchange Member’s electronic order book. The
participant may then elect to directly register and execute the transaction on the second Exchange
Member’s site or, where he or she elects, may request that the order be routed to the second
Exchange Member’s book and through the use of AMSE’s order router. An Exchange Member
will not have discretion on how orders are routed or executed on their individual site or how the
order is routed to a second member’s site, but will have discretion on whether to participate in
AMSE’s order routing system. All transactions executed will be subject to the clearance and
settlement procedures in force on the book in which the offer originates (ex. If a participant
enters an order for the sale of a security on Exchange Member’s A book, a corresponding
purchase order will then be subject to the terms of settlement and clearance in effect for
Exchange Member A and as otherwise provided on the particular security authorized for
trading).

2. The Commission specifically requests comment op ‘hether ti. following are sufficiently
clear from AMSE’s exemption application, as amended by Amendment No. 1:

How would AMSE’s consolidated quotation systems, which according to AMSE “will
display, or otherwise represent, trading interests entered on the AMSE system to its system
users,” effect transactions?

RESPONSE: The System will effect transactions by bringing together multiple buyers and
sellers for the purpose in transacting in securities. The System will establish trading rules and
execution priority rules to govern the transactions affected on a single Exchange Member’s
electronic order book, (i1) provide consolidated quotations to make inventory accessible through
any Exchange Member’s-electronic order book, and (iii) make available the use of an order
router to direct transactions entered on one Exchange Member’s order book to a second
Exchange Member’s order book.

If AMSE’s consolidated quotation systems do effect transactions, how is that consistent
with the statement in Exhibit E that “[t]rades shall occur when an order to buy and an
order to sell match on the Exchange Member’s electronic order book?”

RESPONSE: Exhibit “E” has been revised to reflect that trade may occur through a single
Exchange Member’s electronic order book (ie. cross trade) or may be directed through AMSE’s
order router; in addition to the provision of consolidated quotation information. Compliance
with AMSE’s trading and execution priority rules will be mandated for all Exchange Members.

If AMSE’s consolidated quotation systems do effect transactions, what are the established

non-discretionary methods (e.g., execution priority rules) by which orders from members
interact with each other through AMSE’s consolidated quotation systems?
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RESPONSE: Please see Chapter X — Trading Rules and Chapter XI — Trading Practice Rules, as
amended, for information pertaining to the non-discretionary methods by which orders would
interact."®

Amendment No. 1 states that “AMSE may use a centralized order router” (emphasis
added). Under what circumstances would AMSE use or not use the centralized order
router? How would the centralized order router function? What methods (discretionary or
non-discretionary) would determine how the centralized order router “would match
trading interests on the electronic order book of one member with the trading interests on
the electronic order book of a second member?”

RESPONSE: As currently proposed, the centralized order router will be optional functionality
for Exchange Members. AMSE will require the provision of consolidated quotation and
transaction report information to participants of the Exchange Members, but proposes to allow
the Exchange Members discretion on whether to participate in the centralized order routing
functionality. A participating Exchange Member may thenaccept an order entered by a
participant on its book and match the transaction against e inventory of a second Exchange
Member. Absent the agreement to use the centralized order router, an Exchange Member need
only provide the quotation information to its participants; thereby informing the participant of
the availability of inventory in a second Exchange Member’s book and permitting such
participant to effect their transaction directly.on such alternate order book. Discretion on where
such order will be placed and whether the order router will be used, even if implemented on an
Exchange Member’s site, will rest in the sole discretion of the participant.

What does it mean for AMSE’s centralized order router to “match trading interest?” Does
“match trading interest” mean bringing together orders using established non-
discretionary methods in the consolidated quotation system, or does it mean routing an
order from one member’s order book to another member’s order book for a transaction to
occur on the member’s order book? If the former, what are the established non-
discretionary methods hich orders from members interact with each other through the
centralized router (e.g., execution priority rules)?

RESPONSE: The matching of trading interest means the bringing together the purchasers and
sellers of securities. AMSE is proposing to create a virtual marketplace for effecting these
transactions. The systems themselves will be fully automated matching systems and, once
programmed, there will not be any discretion for an Exchange Member to process their
transactions. The means of execution may involve matching or crossing a trade on a single
Exchange Member’s book, routing the order for execution between two Exchange Members, or
providing quotations to a participant for the purpose of permitting that participant to choose
where and how that execution would occur. Please also see Chapter X — Trading Rules and

' The focused regulatory structure AMSE is proposing will prohibit the use of traditional “brokerage” sales
activities and thereby prohibit Exchange Members from taking in-person or telephone orders or discussing any
particular securities offering with their participants. Other than technical assistance and troubleshooting, each
Exchange Member’s website will be a fully automated matching system and, once programmed, an Exchange
Member will not have any discretion on how such orders are processed.
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Chapter XI — Trading Practice Rules for information pertaining to the non-discretionary methods
by which orders would interact.

What other functions, if any, does the centralized order router do other than provide the
technology and systems to route trading interest from one member’s order book to another
member’s order book? In particular, does the centralized order router decide when to send
trading interest from one member’s electronic order book to another member’s electronic
order book, or does the AMSE member have to take action to route the trading interest? If
the centralized order router decides when to route trading interest from one member’s
book to another member’s book, under what rules or protocols does it make such
decisions?

RESPONSE: The discretion on where or how to execute the trade will rest solely with the
Exchange Member’s participant. A participant may execute a trade on a single member’s
electronic order book, may direct the AMSE order router to fill the order on a second order book,
or the participant may simply place their trade directly on ' . second member’s website. An
Exchange Member will be required to provide the consolidated quotation information, thereby
informing the participant of price and market information, but will have discretion on whether to
participate in the AMSE order routing system. Asthe Exchange and Exchange Member’s
systems will be fully automated, neither will have any discretion on how to process a particular
transaction.

Would an AMSE member be required to use AMSE’s consolidated quotations systems or
would the AMSE member be allowed to display trading interest submitted to its order
book through other means, including its own data feed?

RESPONSE: An Exchange Membet will be required to use AMSE’ consolidated quotation
system.

Are members required to use AMSE’s centralized order router? Are members required to
route trading interest to other members if an execution could occur, or is routing between
members discretionary? For example, assume Member 1’s order boo has no sell interest
in XYZ stock. If Member 1 receives buy interest in XYZ stock that could execute against
sell interest in XYZ stock on Member 2’s order book, would Member 1 be required to
route such buy interest to Member 2 or could Member 1 post such buy interest to its order
book?

RESPONSE: An Exchange Member will be required to provide the consolidated quotation
information, thereby informing the participant of price and market information, but will have
discretion on whether to participate in the AMSE order routing system.

In the proposed example, neither Member 1 nor Member 2 have any discretion on how to
process the participant’s order for XYZ stock. The participant will have discretion to (i) place an
order to purchase XYZ stock on Member 1°s site, (ii) if the order router is implemented by both
Member 1 and 2, place the order on Member 1’s site for execution on Member 2’s site, or (iii)
place the order directly on Member 2’s site. Regardless of where the transaction is executed,
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Member 1 and Member 2 will be required to adhere to AMSE’s Rules of Operation and report
the quotations and transaction reports.

Respectfully,

Michael Stegawski
Chief Regulatory Officer
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AMSE — Exhibits to Application
As of October 28,2014
As of January 5, 2015

AUTOMATED MATCHING SYSTEMS EXCHANGE, LLC

EXHIBITS TO APPLICATION ON FORM 1




AMSE — Exhibits to Application
| As of October28.2044January 5, 2015

Exhibit A - A copy of the constitution, articles of organization or association with all
subsequent amendments, and of existing by-laws or corresponding rules or instruments,
whatever the name, of the applicant.

| RESPONSE: Please find a copy of the AMSE Articles of Organization attached to this as Exhibit
CCA_l .”



AMSE — Exhibits to Application
As of October 28,2014
As of January 5, 2015

Exhibit B - A copy of all written rulings, settled practices having the effect of rules, and
interpretations of the Governing Board or other committee of the applicant in respect of
any provisions of the constitution, by-laws, rules, or trading practices of the applicant
which are not included in Exhibit A.

RESPONSE: Please find a copy of the Operating Agreement and AMSE Rules of Operation
| attached te-thisas Exhibits “B-1" and “B-2,” respectively.




AUTOMATED MATCHING SYSTEMS EXCHANGE, LLC

(a South Dakota Limited Liability Company)

OPERATING AGREEMENT




ARTICLE I - DEFINITIONS

When used in this Operating Agreement, unless the context otherwise requires, the
defined terms in Rule 1.5 of the Rules of Exchange shall apply.

ARTICLE II - OFFICE
Section 1. Principal Business Office

The principal business office of the Company shall be located at 4305 S. Louise Avenue, Suite
101C, Sioux Falls, SD 57106, or such other location as may hereafter be determined by the
Board of Directors. The Company may have such other office or offices as the Board may from
time to time designate or as the purposes of the Company may require from time to time.

Section 2. Registered Office

The address of the registered office of the Company is 4305 S. Louise Avenue, Suite 101C,
Sioux Falls, SD 57106.

Section 3. Registered Agent

The name and address of the registered agent of the Company for service of process on the
Company is Gregory Wilson, 4305 S. Louise Avenue, Suite 101C, Sioux Falls, SD 57106.

ARTICLE II1 - BOARD OF DIRECTORS
Section 1. Powers

(a) Subject to the Company’s Certificate of Organization, the business and affairs of the
Company shall be managed by the Board of Directors, except to the extent that the authority,
powers and duties of such management shall be delegated to a committee or committees of
the Board pursuant to this Operating Agreement or the Rules. The Board shall have the
power to do any and all acts necessary, convenient or incidental to, or for the furtherance of,
the purposes described herein, including all powers, statutory or otherwise. To the fullest
extent permitted by applicable law and this Operating Agreement, the Board may delegate
any of its powers to a committee appointed pursuant to Article V or to any officer, employee
or agent of the Company.

(b) The Board shall have the power to adopt, amend or repeal the Rules in accordance with
Article X, Section 1.

| (c) The Board may adopt such rulesRules, regulations and requirements for the conduct of the
business and management of the Company, not inconsistent with applicable law, the
Certificate of Organization or this Operating Agreement, as the Board may deem proper. A
Director shall, in the performance of such Director’s duties, be fully protected, to the fullest



extent permitted by applicable law, in relying in good faith upon the books of account or
reports made to the Company by any of its officers, by an independent certified public
accountant, by an appraiser selected with reasonable care by the Board or any committee of
the Board or by any agent of the Company, or in relying in good faith upon other records of
the Company.

(d) In connection with managing the business and affairs of the Company, the Board shall
consider applicable requirements for registration as a national securities exchange under
Section 6(b) of the Act, or operating pursuant to an exemption therefrom, including the
requirements that (a) the Rules shall be designed to protect investors and the public interest,
and (b) the Exchange shall be so organized and have the capacity to carry out the purposes of
the Act and to enforce compliance by the Exchange Members, and Person(s) associated with
Exchange Members, with the provisions of the Act, the rules and regulations under the Act
and the Rules.

(e) In light of the unique nature of the Company, its operations, its status as a SRO, the Board,
when evaluating any proposal, shall, to the fullest extent permitted by applicable law, take
into account all factors that the Board deems relevant, including, to the extent deemed
relevant: (i) the potential impact of such proposal on the integrity, continuity and stability of
the Exchange and the other operations of the Company, and on the ability to prevent
fraudulent and manipulative acts and practices, and (i1) whether such proposal would
promote just and equitable principles of trade, foster cooperation and coordination with
Person(s) engaged in regulating, clearing, settling or processing information with respect to,
and facilitating transactions in, securities or assist in the removal of impediments to, or
perfection of, the mechanisms for a free and open market and a national market system.

Section 2. Composition of the Board

(a) Subject to Article III, the Board shall consist of four (4) Directors. Either half or a majority
of the directorships shall be Independent Directors. The Board shall initially be comprised as
follows:

(1) The Chief Executive Officer of the Company;

(i1) Two (2) Owner Directors (subject to increase or decrease pursuant to Article III,
Section 2(b) and Section 4(g));

(ii1)Two (2) Independent Directors (subject to increase or decrease pursuant to Article 111,
Section 2(b)); and

(iv) Two (2) Exchange Member Directors (subject to increase or decrease pursuant to
Article II1I, Section 2(b)).

Each Director shall serve until his or her term expires as provided in Article III, Section 3.

(b) The Board may, by resolution, add or remove Director positions to the Board, provided



that (i) the number of Director positions shall not be fewer than four (4) nor more than twenty-
five (25), (i1) no removal of a Director position shall have the effect of shortening the term of any
incumbent Director, and (iii) the Board at all times shall include a directorship for the Chief
Executive Officer of the Company, half or a majority of Independent Directors, at least twenty
percent (20%) Exchange Member Directors, and a number of Owner Director positions that
equals the number of Owner Directors that the Designating Owners are entitled to nominate and
that the Members of the Company have elected. If an Owner Director position needs to be added
pursuant to Article III, Section 4(g), such Owner Director position shall be nominated by the
applicable Designating Owner and elected by the Members of the Company (or any other
agreement entered into by a Member of the Company related to the election, removal and/or
replacement of a Director), and additional Director positions shall be added and filled at

the same time as the election of the new Owner Director, as required to comply with the
requirements set forth in this Article III, Section 2(b) (i.e., to comply with the requirement that
there be half or a majority of Independent Directors and at least twenty percent (20%) Exchange
Member Directors). So long as the Board includes the Chief Executive Officer of the Company,
half or a majority of Independent Directors, at least twenty percent (20%) Exchange Member
Directors, and the requisite number of Owner Directors, any remaining newly created Director
positions may be filled by Person(s) who do not qualify as Independent Directors, Exchange
Member Directors or Owner Directors (“At-Large Directors”).

(c) The Secretary shall collect from each nominee for Director such information as is reasonably
necessary to serve as the basis for a determination of the nominee’s classification as an
Independent Director or Exchange Member Director, and the Secretary shall certify to the
Nominating and Governance Committee or the Exchange Member Nominating Committee each
nominee’s classification, if applicable. Directors shall update the information submitted under
this subsection at least annually and upon request of the Secretary, and shall report immediately
to the Secretary any change in such information.

(d) A Director may not be subject to a Statutory Disqualification. A Director need not be a
Member of the Company. A Director will no longer qualify to be Director upon a determination
by the Board (i) that the Director no longer satisfies the classification for which the Director was
elected, (i1) that the Director’s continued service as such would violate the compositional
requirements of the Board set forth in Article III, Section 2(b); or (iii) the Director is subject to
Statutory Disqualification.

Section 3. Terms of Office; Classes

(a) The Chief Executive Officer will no longer qualify to be a Director when such individual
ceases to be Chief Executive Officer of the Company, and, upon the happening of such event,
that individual shall cease being a Director.

(b) The Board of Directors shall be divided into four (4) classes, designated Class I, Class II,
Class III, and Class IV, which shall be as nearly equal in number and classification as the total
number of such Directors then serving on the Board permits. Directors shall serve staggered
four-year terms, with the term of office of one (1) class expiring each year. A Director may serve
for any number of terms, consecutive or otherwise. In order to commence such staggered four-



year terms, Directors in Class I shall hold office until the first annual election of the Board
following adoption of this Operating Agreement, Directors in Class II shall initially hold office
until the second annual election of the Board following adoption of this Operating Agreement,
Directors in Class III shall initially hold office until the third annual election of the Board
following adoption of this Operating Agreement, and Directors in Class I'V shall initially hold
office until the fourth annual election of the Board following adoption of this Operating
Agreement. Commencing with the first annual election of the Board following adoption of this
Operating Agreement, the term of office for each class of Directors elected at such time shall be
four (4) years from the date of their election. In the case of the addition of any new Director
position, the Director filling such position shall be added to a class, as determined by the Board
at the time of such Director’s initial election, and shall have an initial term expiring at the same
time as the term of the class to which such Director has been added.

Section 4. Nomination, Election and Appointment

(a) The Nominating and Governance Committee each year shall nominate Directors for each
Director position (other than Owner Director positions and the Director position filled by the
Chief Executive Officer) standing for election at the annual meeting of members that year. For
positions requiring Person(s) who qualify as Exchange Member Directors, the Nominating and
Governance Committee shall nominate only those Person(s) whose names have been approved
and submitted by the Exchange Member Nominating Committee, and approved by, if applicable,
Exchange Members pursuant to the procedures set forth below in this Article I1I, Section 4.

(b) The Exchange Member Nominating Committee shall consult with the Nominating and
Governance Committee and the Chairman, and shall solicit comments from Exchange Members
for the purpose of approving and submitting names of candidates for election to the position of
Exchange Member Director.

(c) Not later than sixty (60) days prior to the date announced as the date for the annual meeting
of Members, the Exchange Member Nominating Committee shall report to the Nominating and
Governance Committee and the Secretary the initial nominees for Exchange Member Director
positions on the Board that have been approved and submitted by the Exchange Member
Nominating Committee. The Secretary shall promptly notify Exchange Members of those initial
nominees. Exchange Members may identify other candidates (“Petition Candidates”) for the
Exchange Member Director positions by delivering to the Secretary, at least thirty-five (35) days
before the date announced as the date for the annual meeting of members (the “Petition
Deadline”), a written petition, which shall designate the candidate by name and office and shall
be signed by Exchange Member Representatives representing ten percent (10%) or more of the
Exchange Members. An Exchange Member may endorse as many candidates as there are
Exchange Member Director positions to be filled. No Exchange Member, together with its
Affiliates, may account for more than fifty percent (50%) of the signatures endorsing a particular
candidate, and any signatures of such Exchange Member, together with its Affiliates, in excess
of the fifty percent (50%) limitation shall be disregarded.

(d) Each petition for a Petition Candidate must include a completed questionnaire used to gather
information concerning Exchange Member Director candidates and must be filed with the



Company. The Company shall provide the form of questionnaire upon the request of any
Exchange Member.

(e) If no valid petitions from Exchange Members are received by the Petition Deadline, the initial
nominees approved and submitted by the Exchange Member Nominating Committee shall be
nominated as Exchange Member Directors by the Nominating and Governance Committee. If
one or more valid petitions from Exchange Members are received by the Petition Deadline, the
Company shall include such additional nominees, along with the initial nominees nominated by
the Exchange Member Nominating Committee, on a list of nominees (the “List of Candidates™).
Upon completion, the List of Candidates shall be sent to all Exchange Members that were
Exchange Members on the Petition Date to confirm the nominees for Exchange Member
Director positions. The List of Candidates shall be accompanied by a notice regarding the time
and date of an election to be held at least twenty (20) days prior to the annual members meeting
to confirm the Exchange Members’ selections of nominees for Exchange Member Directors.

(f) With respect to the election held to determine the final nomination of Exchange Member
Directors, each Exchange Member shall have the right to cast one (1) vote for each available
Exchange Member Director nomination; provided, however, that (i) any such vote must be cast
for a Person on the List of Candidates, and (ii) no Exchange Member, together with its Affiliates,
may account for more than twenty-five percent (25%) of the votes cast for a candidate, and any
votes cast by such Exchange Member, together with its Affiliates, in excess of such twenty-five
percent (25%) limitation shall be disregarded; unless the Exchange has less than four Exchange
Members and each Exchange Member’s votes shall be increased to permit election. The votes
shall be cast by written ballot or any other means as set forth in a notice to the Exchange
Members sent by the Company prior to such election. Only votes received prior to 5:00 p.m.
Eastern Time on the date of the election shall count for the nomination of an Exchange Member
Director. The Person(s) on the List of Candidates who receive the most votes shall be selected as
the nominee(s) for the Exchange Member Director position(s) to be elected by members.

(g) Each Designating Owner shall have the right to nominate an Owner Director. If a
Designating Owner ceases to be a Designating Owner, then upon the happening of such event,
the individual serving as an Owner Director nominated by such Designating Owner will no
longer qualify to be an Owner Director, will cease being an Owner Director, and will be deemed
to have automatically resigned. In addition, such Owner Director position on the Board shall
immediately terminate. The Members of the Company will take all such actions required or
necessary to effect this Section 4(g).

Section 5. Chairman of the Board

The Directors shall choose among themselves who will be the Chairman of the Board (the
“Chairman”), who may also be the Chief Executive Officer. The Chairman shall preside at all
meetings of the Board at which the Chairman is present; provided, however, that if the Chairman
is the Chief Executive Officer or other member of management of the Company, he or she shall
not participate in executive sessions of the Board. The Chairman shall exercise such other
powers and perform such other duties as may be assigned to the Chairman from time to time by
the Board. The Board shall designate a “Lead Director” from among the Board’s Independent



Directors to preside over executive sessions of the Board. The Board shall publicly disclose the
identity of the Lead Director and the means by which interested parties may communicate with
the Lead Director.

Section 6. Vacancies

(a) Whenever any Director position, other than an Owner Director or Exchange Member
Director position, becomes vacant prior to the election of a successor at the end of such
Director’s term, whether because of death, disability, disqualification, removal or resignation,
and whenever any newly-created Director position, other than an Owner Director or Exchange
Member Director position, becomes available because of an increase in the number of Directors,
the Nominating and Governance Committee shall nominate, and a majority of Directors then in
office, though less than a quorum or a sole remaining Director, shall elect, a Person satisfying the
classification (Independent or At-Large Director) for the directorship to fill such vacancy until
the expiration of the remaining term or to fill such newly-created Director position until the
expiration of such position’s designated term; provided, however, that if the remaining term of
office of a Director at the time of such Director’s vacancy is not more than six (6) months,
during the period of vacancy the Board shall not be deemed to be in violation of Article III,
Section 2(b) by virtue of such vacancy; and further provided, that any vacancy resulting from
removal from office by a vote of the Members for cause may be filled by a vote of the Members
at the same meeting at which such removal occurs.

(b) Whenever any Exchange Member Director position becomes vacant prior to the election of a
successor at the end of such Exchange Member Director’s term, whether because of death,
disability, disqualification, removal or resignation, and whenever any newly-created Exchange
Member Director position becomes available because of an increase in the number of Directors,
the Exchange Member Nominating Committee shall nominate, and a majority of Directors then
in office, though less than a quorum or a sole remaining Director, shall elect, a Person satisfying
the classification for the Exchange Member Director position to fill such vacancy until the
expiration of the remaining term or to fill such newly-created Exchange Member Director
position until the expiration of such position’s designated term; provided, however, that if the
remaining term of office of an Exchange Member Director at the time of such Exchange Member
Director’s vacancy is not more than six (6) months, during the period of vacancy the Board shall
not be deemed to be in violation of Article III, Section 2(b) by virtue of such vacancy; and
further provided, that any vacancy resulting from removal from office by a vote of the Members
for cause may be filled by a vote of the members at the same meeting at which such removal
occurs.

(c) Subject to the terms of Article III, Section 4(g) and Section 2(d), whenever any Owner
Director position becomes vacant prior to the election of a successor at the end of such Owner
Director’s term, whether because of death, disability, disqualification, removal or resignation,
and whenever any newly-created Owner Director position becomes available pursuant to Article
II1, Section 4(g), the Designating Owner that nominated an Owner Director for such vacant
Owner Director position or that is entitled to nominate an Owner Director for such newly-created
Owner Director position shall nominate, and a majority of the Directors then in office though
less than a quorum or a sole remaining Director, shall elect, the individual nominated by such



Designating Owner to fill such vacancy until the expiration of the remaining term or to fill such
newly-created Owner Director position until the expiration of such position’s designated term;
provided, however, that if the remaining term of office of an Owner Director at the time of such
Owner Director’s vacancy is not more than six (6) months, during the period of vacancy the
Board shall not be deemed to be in violation of Article III, Section 2(b) by virtue of the
applicable Designating Owner failing to nominate an Owner Director to fill such vacancy; and
further provided, that any vacancy resulting from removal from office by a vote of the Members
for cause may be filled by a vote of the Members at the same meeting at which such removal
occurs.

Section 7. Removal and Resignation

(a) Any Director may be removed with or without cause by a majority vote of the Members;
provided, however, that any Exchange Member Director may be removed only by a majority
vote of the Members for cause, which shall include such Exchange Member Director’s being
subject to a Statutory Disqualification, and any Owner Director may be removed only by a
majority vote of the Members acting or for cause, which shall include such Owner Director’s
being subject to a Statutory Disqualification. Upon the removal of an Owner Director, the
Designating Owner that nominated such removed Owner Director shall have the right to
nominate a replacement Owner Director pursuant to Article III, Section 6.

(b) Any Director may resign at any time either upon notice of resignation to the Chairman, the
Chief Executive Officer or the Secretary. Any such resignation shall take effect at the time
specified therein or, if the time is not specified, upon receipt thereof, and the acceptance of such
resignation, unless required by the terms thereof, shall not be necessary to make such resignation
effective.

Section 8. Place of Meetings; Mode

Any meeting of the Board may be held at such place, within or without the State of South
Dakota, as shall be designated in the notice of such meeting, but if no such designation is made,
then the meeting shall be held at the principal business office of the Company. Members of the
Board or any committee of the Board may participate in a meeting of the Board or committee by
conference telephone or other communications equipment by means of which all Person(s)
participating in the meeting can hear each other, and such participation in a meeting shall
constitute presence in person at the meeting.

Section 9. Regular Meetings

Regular meetings of the Board may be held, with or without notice, at such time or place as may
from time to time be specified in a resolution adopted by the Board.

Section 10. Special Meetings

(a) Special meetings of the Board may be called on a minimum of two (2) days’ notice to each



Director by the Chairman or the Chief Executive Officer and shall be called by the Secretary
upon the written request of two (2) Directors then in office.

(b) The Person(s) calling a special meeting of the Board shall fix the time and place at which the
meeting shall be held and such time and place shall be specified in the notice of such meeting.

Section 11. Exchange Member Meetings
The Company shall not be required to hold meetings of the Exchange Members.
Section 12. Voting, Quorum and Action by the Board

Each Director shall be entitled to one (1) vote. At all meetings of the Board, the presence of a
majority of the number of Directors then in office, but in no event less than one half (1/2) of the
total number of Directors, shall constitute a quorum for the transaction of business. If a quorum
shall not be present at any meeting of the Board, the Directors present at such meeting may
adjourn the meeting from time to time, without notice other than announcement at the meeting,
until a quorum shall be present. The act of a majority of the Directors present at any meeting at
which there is a quorum shall be the act of the Board except as may be otherwise specifically
provided by statute, the Certificate of Organization, or the Operating Agreement.

Section 13. Action in Lieu of Meeting

Unless otherwise restricted by statute, the Certificate of Organization or this Operating
Agreement, any action required or permitted to be taken at any meeting of the Board or any
committee thereof may be taken without a meeting if all members of the Board or committee, as
the case may be, consent thereto in writing or by electronic transmission, and such writing or
electronic transmission is filed with the minutes of proceedings of the Board or the committee.

Section 14. Waiver of Notice

(a) Whenever notice is required to be given by applicable law, the Certificate of Organization or
this Operating Agreement, a waiver thereof by the Person(s) entitled to such notice, whether
before or after the time stated therein, shall be deemed equivalent to notice. Neither the business
to be transacted at, nor the purpose of, any regular or special meeting of the Board or committee
thereof need be specified in any waiver of notice.

(b) Attendance of a Person at a meeting shall constitute a waiver of notice of such meeting,
except when the Person attends a meeting for the express purpose of objecting, at the beginning
of the meeting, to the transaction of any business because the meeting is not lawfully called or
convened.

Section 15. Compensation of Board and Committee Members



The Board may provide for reasonable compensation of the Chairman, the Directors and the
members of committees of the Board. The Board may also provide for reimbursement of
reasonable expenses incurred by such Person(s) in connection with the business of the Company.

Section 16. Conflicts of Interest; Contracts and Transactions Involving Directors

(a) To the fullest extent permitted by law, a Director or a member of any committee of the

Board may not participate in the consideration or decision of any matter relating to a particular
Exchange Member or other Person if such Director or committee member has a material interest
in, or a professional, business or personal relationship with, that Exchange Member or Person, or
if such participation shall create an appearance of impropriety. Exchange Member Directors
shall not be deemed to be personally interested in the determination of matters that may affect
the Exchange Members as a whole or certain groups of Exchange Members and Exchange
Member Directors shall not be prohibited from participating in such determinations in the normal
course of conducting the Company’s business.

(b) No contract or transaction between the Company and one or more of its Directors or officers,
or between the Company and any other corporation, partnership, association or other
organization in which one or more of its Directors or officers are directors or officers, or have a
financial interest, shall be void or voidable solely for this reason, or solely because the Director
or officer is present at or participates in the meeting of the Board or committee which authorizes
the contract or transaction, or solely because any such Director’s or officer’s votes are counted
for such purpose, if: (i) the material facts pertaining to such Director’s or officer’s relationship or
interest and as to the contract or transaction are disclosed or are known to the Board or the
committee, and the Board or committee in good-faith authorizes the contract or transaction by
the affirmative vote of a majority of the disinterested Directors, even though the disinterested
Directors are less than a quorum; (ii) the material facts as to the Director’s or officer’s
relationship or interest and as to the contract or transaction are disclosed or are known to the
Members entitled to vote thereon, and the contract or transaction is specifically approved in good
faith by vote of the Members; or (iii) the contract or transaction is fair as to the Company as of
the time it is authorized, approved or ratified, by the Board, a committee or the Members.

ARTICLE IV - MEMBERS
Section 1. Annual Meeting; Election of Directors and Other Matters

(a) The annual meeting of Members shall be held at such place and time as determined by the
Board for the purpose of electing Directors and members of the Nominating and Governance
Committee and Exchange Member Nominating Committee, and for conducting such other
business as may properly come before the meeting. Written notice of the annual meeting stating
the place, date and hour of the meeting shall be given to each Member entitled to vote at such
meeting not less than ten (10) nor more than sixty (60) days before the date of the meeting,
unless otherwise required by law, the Certificate of Organization or this Operating Agreement.

(b) The first annual meeting of Members shall be held prior to the Company’s commencement of
operations as an Exchange.
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Section 2. Special Meetings

Special meetings of the Members, for any purpose or purposes, may be called by the

Chairman, the Board or the Chief Executive Officer, and shall be called by the Secretary at the
request in writing of Members owning not less than a majority of the then issued and outstanding
membership units of the Company entitled to vote. Written notice of a special meeting stating
the place, date and hour of the meeting and the purpose or purposes for which the meeting is
called, shall be given to each Member entitled to vote at such meeting not less than ten (10) nor
more than sixty (60) days before the date of the meeting, unless otherwise required by law, the
Certificate of Organization or this Operating Agreement. Business transacted at any special
meeting of Members shall be limited to the purpose(s) stated in the notice of the meeting.

Section 3. List of Members

The Secretary of the Company, or such other Person designated by the Secretary or the Board,
shall have charge of the ledger of the Company and shall prepare and make, at least ten (10) days
before every meeting of Members, a complete list of the Members entitled to vote at the meeting,
arranged in alphabetical order, and showing the address of each Member and the number of
membership units registered in the name of each Member. Such list shall be open to the
examination of any Member, for any purpose germane to the meeting, during ordinary business
hours, for a period of at least ten (10) days prior to the meeting, at the principal place of business
of the Company. The list shall also be produced and kept at the time and place of the meeting
during the whole time of the meeting, and may be inspected by any Member who is present.

Section 4. Quorum and Vote Required for Action

(a) The holders of a majority of the membership units issued and outstanding and entitled to vote
thereat, present in person or represented by proxy, shall constitute a quorum at all meetings of
the Members for the transaction of business except as otherwise provided by applicable law, the
Certificate of Organization or this Operating Agreement. If, however, such quorum shall not be
present or represented at any meeting of the Members, the Members entitled to vote thereat,
present in person or represented by proxy, shall have power to adjourn the meeting from time to
time, without notice other than announcement at the meeting, until a quorum shall be present or
represented. At such adjourned meeting at which a quorum shall be present or represented, any
business may be transacted which might have been transacted at the meeting as originally
notified. If the adjournment is for more than thirty (30) days, or if after the adjournment a new
record date is fixed for the adjourned meeting, a notice of the adjourned meeting shall be given
to each Member of record entitled to vote at the meeting.

(b) When a quorum is present at any meeting, the vote of the holders of a majority of the
membership units having voting power present in person or represented by proxy shall decide
any question brought before such meeting, unless the question is one upon which by express
provision of applicable law or of the Certificate of Organization, a different vote is required, in
which case such express provision shall govern and control the decision of such question.
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Section 5. Voting; Proxies

Unless otherwise provided in the Certificate of Organization or this Operating Agreement, each
Member of the Company shall at every meeting of the Members be entitled to one (1) vote in
person or by proxy for each membership unit having voting power held by such Member, but no
proxy shall be voted on after three (3) years from its date, unless the proxy provides for a longer
period. Any such proxy shall be in writing and shall be filed with the Secretary of the Company
before or at the time of the meeting.

Section 6. Action in Lieu of Meeting

Any action upon which a vote of Members is required or permitted, may be taken without a
meeting, without prior notice and without a vote, if a consent in writing, setting forth the action
so taken, shall be signed by the holders of outstanding membership units having not less than the
minimum number of votes that would be necessary to authorize or take such action at a meeting
at which all shares entitled to vote thereon were present and voted and shall be delivered to the
Company in the manner required by law, provided that the matter to be acted upon by such
written consent previously has been directed by the Board to be submitted to the Members for
their action by written consent. Prompt notice of the taking of the corporate action without a
meeting by less than unanimous written consent shall be given to those Members who have not
so consented in writing.

Section 7. Ownership Limits

No Person, either alone or together with its related Person(s), may own, directly or indirectly, of
record or beneficially, more than 40% (or 20% if the Person is a member of the Exchange) of the
capital stock of the Company that has the right by its terms to vote in the election of the Board or
on other matters (other than matters affecting the rights, preferences, or privileges of the capital
stock). However, the Board, with respect to each owner exceeding the foregoing ownership
limitations, may waive such restriction on condition that: (i) such waiver will not impair the
ability of the Exchange to carry out its respective functions and responsibilities under the Act;
(i1) such waiver is in the best interests of the Exchange and its Members; (iii) such waiver will
not impair the ability of the Commission to enforce the Act; (iv) neither the subject owner nor
any of its related Person(s) is subject to a Statutory Disqualification (within the meaning of
Section 3(a)(39) of the Act); and (v) neither the owner nor any of its related Person(s) is an
Exchange Member.

ARTICLE V - COMMITTEES OF THE BOARD
Section 1. Number of Committees
The committees of the Board shall consist of a Compensation Committee, an Audit Committee,
an Executive Committee, a Regulatory Oversight Committee, an Appeals Committee, and such

other committees as may be from time to time established by the Board for a specific and limited
purpose. Committees shall have such authority as is vested in them by this Operating Agreement
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or the Rules, or as is delegated to them by the Board. All committees are subject to the control
and supervision of the Board.

Section 2. Appointment and Removal; Vacancies; Term

(a) The Board, after consultation with the Chairman, may designate, consistent with this
Operating Agreement, the members of all committees of the Board, and the Board may, at any
time, with or without cause, remove any member of a committee so appointed, after consultation
with the Chairman. Each committee shall be comprised of at least three (3) members of the
Board; provided, however, that except as set forth herein, every committee shall have at least
half or a majority of Independent Directors. In designating members to committees of the Board,
the Board is responsible for determining that any such committee meets the composition
requirements set forth in this Article V. The Board, after consultation with the Chairman, may
designate one or more Directors as alternate members of any committee who may replace any
absent or disqualified member at any meeting of the committee. Except as otherwise set forth in
this Operating Agreement, the Board, after consultation with the Chairman, may have non-voting
observers attend committee meetings.

(b) A committee member shall be removed immediately upon a determination by the Board, by a
majority vote of the Directors, (i) that the committee member no longer satisfies the
classification for which the committee member was selected, and (ii) that the committee
member’s continued service as such would violate the compositional requirements of such
committee set forth in this Article V.

(c) Any vacancy occurring in a committee shall be filled by the Board, after consultation with the
Chairman, for the remainder of the term, with the approval of the Board.

(d) Except as otherwise provided by this Operating Agreement or by the Board, members of a
committee shall hold office for a one (1) year period.

Section 3. Conduct of Proceedings

Except as otherwise provided in this Operating Agreement or by the Board, each committee may
adopt its own rules of procedure and may meet at stated times or on such notice as such
committee may determine. Each committee shall keep regular minutes of its meetings and report
the same to the Board when required.

Section 4. Voting, Quorum and Action by Committees

Each committee member shall be entitled to one (1) vote. Unless otherwise required by the
Operating Agreement, the presence of a majority of the number of committee members serving
on a committee shall constitute a quorum for the transaction of business of such committee. If a
quorum shall not be present at any meeting of a committee, the committee members present at
such meeting may adjourn the meeting from time to time, without notice other than
announcement at the meeting, until a quorum shall be present. The act of a majority of the
committee members present at any meeting at which there is a quorum shall be the act of such
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committee except as may be otherwise specifically provided by applicable law or this Operating
Agreement.

Section 5. Specified Committees

(a) The Board, after consultation with the Chairman, shall designate the members of a
Compensation Committee, which shall consist of two Independent Directors. The Compensation
Committee shall consider and recommend compensation policies, programs and practices for
officers and other employees of the Company and shall assist the Board in fulfilling its
responsibilities to ensure the structures of compensation systems of the Exchange do not
interfere with the Exchange’s ability to fulfill its responsibilities as an SRO. The Board, after
consultation with the Chairman, may designate non-voting observers who shall be permitted to
attend and participate in committee meetings.

(b) The Board, after consultation with the Chairman, shall designate the members of an Audit
Committee, which shall consist solely of Directors, including half or a majority of Independent
Directors. An Independent Director shall serve as Chairman of the Audit Committee. The Audit
Committee shall perform the following primary functions, as well as such other functions as may
be specified in the charter of the Audit Committee: (i) assist the Board in fulfilling its
responsibilities to oversee the financial soundness and compliance resources and the
effectiveness of financial and compliance control processes related to the operation of the
Companys; (i1) take appropriate actions to oversee overall corporate policy for quality activities
and reporting of a SRO, sound business risk management practices and ethical behavior; (iii)
provide oversight over the Company’s financial reporting process and the financial information
that is provided to Members, regulatory authorities and others; (iv) provide oversight over the
systems of internal controls, technology and information integrity established by management
and the Board and the Company’s legal and compliance process; (v) select, evaluate and, where
appropriate, replace any independent auditors retained by the Company to perform internal or
other audit functions directly for the Company; (vi) oversee all activities of the Company’s
internal audit function, including management’s responsiveness to internal audit
recommendations and selecting and replacing and determining the compensation of the head of
the Internal Audit Department (or if such position is outsourced, selecting and replacing and
determining the compensation of the third party provider), in consultation with management; and
(vii) oversee enterprise risk and technology operations, including security and business
continuity measures. The Audit Committee shall have authority to: (A) hire or terminate the
head of the Company’s Internal Audit Department; (B) determine the compensation of the head
of the Internal Audit Department; and (C) determine the budget for the Internal Audit
Department. The Internal Audit Department and its head shall report directly to the Audit
Committee. The Audit Committee may, in its discretion, direct that the Internal Audit
Department also report to senior management of the Company on matters the Audit Committee
deems appropriate and may request that senior management of the Company perform such
operational oversight as necessary and proper, consistent with preservation of the independence
of the internal audit function. Nothing herein shall prohibit or be deemed to be in conflict with
the ability of the Exchange to retain a third party to perform all or a portion of its audit function,
provided that the Exchange shall supervise and have primary responsibility for any action
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undertaken by a third-party auditor retained to perform all or a portion of the Exchange’s audit
function.

(c) The Board, after consultation with the Chairman, shall designate the members of a
Regulatory Oversight Committee, which shall consist solely of Independent Directors. The
Regulatory Oversight Committee shall assist the Board in fulfilling its responsibilities to oversee
the adequacy and effectiveness of the Exchange’s regulatory and SRO responsibilities, including
those responsibilities with regard to each of its facilities, as defined in Section 3(a)(2) of the
Exchange Act; assess the Exchange’s regulatory performance and assist the Board and
committees of the Board in reviewing the regulatory plan; and oversee the overall effectiveness
of the Exchange’s performance of its regulatory functions.

(d) The Board, after consultation with the Chairman, shall appoint an Appeals Committee, which
shall consist solely of two Independent Directors and one Exchange Member Director. The
Appeals Committee shall preside over all appeals related to disciplinary and Adverse Action
determinations in accordance with the Exchange Rules.

(e) The Board, after consultation with the Chairman, may appoint an Executive Committee,
which shall, to the fullest extent permitted by applicable law, have and be permitted to exercise
all the powers and authority of the Board in the management of the business and affairs of the
Company between meetings of the Board and to facilitate coordination of Board processes.

The percentage of Independent Directors on the Executive Committee shall be at least as great as
the percentage of Independent Directors on the whole Board, and the percentage of Member
Representative Directors on the Executive Committee shall be at least as great as the percentage
of Member Representative Directors on the whole Board.

ARTICLE VI - COMMITTEES OF THE EXCHANGE

Section 1. Election of Nominating and Governance Committee and Exchange Member
Nominating Committee.

The Nominating and Governance Committee and the Exchange Member Nominating Committee
shall each be elected on an annual basis by a vote of the Members. Each of the Nominating and
Governance Committee and Exchange Member Nominating Committee, after completion of its
respective duties for nominating Directors for election to the Board for that year, shall nominate
candidates to serve on the succeeding year’s Nominating and Governance Committee or
Exchange Member Nominating Committee, as applicable, such candidates to be voted on by the
Members at the annual meeting of Members. Additional candidates for the Exchange Member
Nominating Committee may be nominated and elected pursuant to the same process as provided
for in Article III, Section 4.

Section 2. Nominating and Governance Committee
The Nominating and Governance Committee shall be responsible for (a) developing and

recommending governance policies to the Board; (b) nominating candidates for election to the
Board at the annual Member meeting and all other vacant or new Director positions on the Board
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(other than Owner Director positions) and in making such nominations, ensuring that candidates
meet the compositional requirements of Article III, Section 2(b); (¢) nominating director
candidates and chairperson(s) to serve on committees of the Board; and (d) overseeing an annual
self-evaluation of the Independent Directors and each Board committee. The Nominating and
Governance Committee shall also oversee the implementation and effectiveness of the Operating
Agreement, committee charters, policies and other governance documents as needed; review and
recommend best practices in corporate governance; and oversee an orientation for new directors.
The Nominating and Governance Committee shall consist solely of two (2) Independent
Directors. The Nominating and Governance Committee shall have such other duties and may
exercise such other authority as may be prescribed by resolution of the Board and the Charter of
the Nominating and Governance Committee as adopted by resolution of the Board.

Section 3. Exchange Member Nominating Committee

The Exchange Member Nominating Committee shall nominate candidates for each Exchange
Member Director position on the Board that is to be elected by Exchange Members or Members
under the terms of this Operating Agreement and all other vacant or new Exchange Member
Director positions on the Board. Each member of the Exchange Member Nominating Committee
shall qualify as an Exchange Member Director, except that such committee member is not
required to be a Director. Upon request of the Secretary, any such prospective committee
member who is not a Director shall provide to the Secretary such information as is reasonably
necessary to serve as the basis for a determination of the prospective committee member’s
classification. The Secretary shall certify to the Board such prospective committee member’s
classification. Such committee member shall update the information submitted under this
subsection at least annually and upon request of the Secretary, and shall report immediately to
the Secretary any change in such information.

ARTICLE VII — OFFICERS, AGENTS AND EMPLOYEES
Section 1. General
The officers of the Company shall include a Chief Executive Officer and a Chief Regulatory
Officer, and such other officers (including a Secretary) as in the Board’s opinion are desirable for
the conduct of the business of the Company. Any two or more offices may be held by the same

Person, except that the offices of the Chief Executive Officer and Secretary may not be held by
the same Person.

Section 2. Appointment and Tenure

Each officer of the Company shall be appointed by the Board on an annual basis, and shall hold
office until his or her successor is appointed and qualified or until his or her earlier death,
disability, disqualification, removal or resignation. An officer may serve for any number of

terms, consecutive or otherwise.

Section 3. Resignation and Removal of Officers; Vacancies
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Any officer may resign at any time upon notice of resignation to the Chairman, the Chief
Executive Officer or the Secretary, or a designee of the Board, if none such officers are then-
appointed. Any such resignation shall take effect upon receipt of such notice or at any later time
specified therein, or if the time is not specified, upon receipt thereof, and the acceptance of such
resignation, unless required by the terms thereof, shall not be necessary to make such resignation
effective. Any officer of the Company may be removed, with or without cause, by the Board.
Such removal shall be without prejudice to the contractual rights of the affected officer, if any,
with the Company.

Section 4. Compensation

The Compensation of the Chief Executive Officer shall be fixed by the Compensation
Committee. The salaries of all other officers and agents of the Company shall be fixed by the
Chief Executive Officer, in consultation with the Compensation Committee.

Section 5. Powers and Duties; Delegation

Each of the officers of the Company shall, unless otherwise ordered by the Board, have such
powers and duties as customarily pertain to the respective office, and such further powers and
duties as from time to time may be conferred by the Board, or by an officer delegated such
authority by the Board. The Board may delegate the duties and powers of any officer of the
Company to any other officer or to any Director for a specified period of time and for any reason
that the Board may deem sufficient.

Section 6. Chief Executive Officer

The Chief Executive Officer may be the Chairman of the Board. The Chief Executive Officer
shall be the Chief Executive Officer of the Company, shall have general supervision over the
business and affairs of the Company, and shall serve at the pleasure of the Board. The Chief
Executive Officer shall have all powers and duties usually incident to the office of the Chief
Executive Officer, except as specifically limited by a resolution of the Board. The Chief
Executive Officer shall exercise such other powers and perform such other duties as may be
assigned to the Chief Executive Officer from time to time by the Board.

Section 7. Chief Regulatory Officer

The Chief Regulatory Officer shall have general supervision of the regulatory operations of the
Company, including responsibility for overseeing the Company’s surveillance, examination and
enforcement functions and for administering any regulatory services agreements with another
SRO to which the Company is a party. The Chief Regulatory Officer shall meet with the
Regulatory Oversight Committee of the Company in executive session at regularly scheduled
meetings of such committee, and at any time upon request of the Chief Regulatory Officer or any
member of the Regulatory Oversight Committee. The Chief Regulatory Officer may, but is not
required to, also serve as the General Counsel of the Company.

Section 8. Secretary
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The Secretary shall act as Secretary of all meetings of the Board at which the Secretary is
present, shall record all the proceedings of all such meetings in a book to be kept for that
purpose, shall have supervision over the giving and service of notices of the Company, and shall
have supervision over the care and custody of the books and records of the Company. The
Secretary shall be empowered to affix the Company’s seal, if any, to documents, the execution of
which on behalf of the Company under its seal is duly authorized, and when so affixed, may
attest the same. The Secretary shall have all powers and duties usually incident to the office of
Secretary, except as specifically limited by a resolution of the Board. The Secretary shall
exercise such other powers and perform such other duties as may be assigned to the Secretary
from time to time by the Board or the Chief Executive Officer.

ARTICLE VIII - INDEMNIFICATION
Section 1. Indemnification of Directors, Officers, Employees and Other Agents

(a) Right to Indemnification. The Company shall indemnify and hold harmless, to the fullest
extent permitted by applicable law as it presently exists or may hereafter be amended, any person
(a “Covered Person’) who was or is made or is threatened to be made a party or is otherwise
involved in any action, suit or proceeding, whether civil, criminal, administrative, arbitrative or
investigative (a “Proceeding”) by reason of the fact that he or she, or a Person for whom he or
she is the legal representative, is or was a Director or officer of the Company or, while a Director
or officer of the Company, is or was serving at the request of the Company as a Director, officer,
employee or agent of another corporation or of a partnership, joint venture, trust, enterprise or
nonprofit entity, including service with respect to employee benefit plans, against all liability and
loss suffered and expenses (including attorneys’ fees) reasonably incurred by such Covered
Person. Notwithstanding the preceding sentence, except as otherwise provided in Section 1(c) of
this Article VIII, the Company shall be required to indemnify a Covered Person in connection
with a proceeding (or part thereof) commenced by such Covered Person only if the
commencement of such proceeding (or part thereof) by the Covered Person was authorized in the
specific case by the Board.

(b) Prepayment of Expenses. The Company may, to the fullest extent not prohibited by
applicable law, pay the expenses (including attorneys’ fees) incurred by a Covered Person in
defending any proceeding in advance of its final disposition; provided, however, that, to the
extent required by law, such payment of expenses in advance of the final disposition of the
proceeding shall be made only upon receipt of an undertaking by the Covered Person to repay all
amounts advanced if it should be ultimately determined that the Covered Person is not entitled to
be indemnified under this Article VIII or otherwise.

(c) Nonexclusivity of Rights. To the fullest extent permitted by the Company’s Certificate of
Organization, the rights conferred on any Covered Person by this Article VIII shall not be
exclusive of any other rights that such Covered Person may have or hereafter acquire under any
statute, provision of the Certificate of Organization, this Operating Agreement, agreement, vote
of Members or disinterested Directors or otherwise. The Company is specifically authorized to
enter into individual contracts with any or all of its Directors, officers, employees or agents with
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respect to indemnification and advances, to the fullest extent permitted by law and the
Company’s Certificate of Organization.

(d) Other Sources. The Company’s obligation, if any, to indemnify or to advance expenses to
any Covered Person who was or is serving at its request as a Director, officer, employee or agent
of another corporation, partnership, joint venture, trust, enterprise or nonprofit entity shall be
reduced by any amount such Covered Person may collect as indemnification or advancement of
expenses from such other corporation, partnership, joint venture, trust, enterprise or non-profit
enterprise.

(e) Survival of Rights. The rights conferred on any Covered Person shall inure to the benefit of
the heirs, executors and administrators of such a Person.

(f) Insurance. The Company, upon approval by the Board of Directors, may purchase insurance
on behalf of any Person required or permitted to be indemnified pursuant to this Article VIII.

(g) Amendments. Any modification or repeal of the provisions of this Article VIII shall not
adversely affect any right or protection hereunder of any Covered Person in respect of any
proceeding (regardless of when such proceeding is first threatened, commenced or completed)
arising out of, or related to, any act or omission occurring prior to the time of such repeal or
modification.

(h) Other Indemnification and Advancement of Expenses. This Article VIII shall not limit the
right of the Company, to the extent and in the manner permitted by law, to indemnify and to
advance expenses to Person(s) other than Covered Person(s) when and as authorized by
appropriate corporate action.

(j) Saving Clause. If this Article VIII or any portion hereof shall be invalidated on any ground
by any court of competent jurisdiction, then the Company shall nevertheless indemnify each
Covered Person to the fullest extent permitted by any applicable portion of this Article VIII that
shall not have been invalidated or by any other applicable law.

Section 2. Exchange Not Liable
Except as provided in the Exchange Rules, the Company shall not be liable for any loss or
damage sustained by any current or former Exchange Member related to the use or enjoyment by
such Exchange Member of the facilities afforded by the Company (or any predecessor or
successor thereof) or its subsidiaries.

ARTICLE IX - AMENDMENTS; EMERGENCY OPERATING AGREEMENT
Section 1. By the Members or Board
This Operating Agreement may be altered, amended or repealed, or new Operating Agreement

may be adopted, (i) by the written consent of the Members of the Company, or (ii) at any regular
or special meeting of the Board by a resolution adopted by the Board; provided, however, that
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the Board shall not be entitled to amend or repeal, or adopt any new Operating Agreement that
would be otherwise inconsistent with the Act or rules thereunder.

Section 2. Emergency Operating Agreement

The Board may adopt an emergency Operating Agreement subject to repeal or change by action
of the Members of the Company that shall, notwithstanding any different provision of applicable
law, the Certificate of Organization or this Operating Agreement, be operative during any
emergency resulting from any attack on the United States or on a locality in which the Company
conducts its business or customarily holds meetings of the Board, any catastrophe, or other
emergency condition, as a result of which a quorum of the Board or a committee thereof cannot
readily be convened for action. Such emergency Operating Agreement may make any provision
that may be practicable and necessary under the circumstances of the emergency.

Section 3. Authority to Take Action Under Extraordinary Market Conditions

The Board, or such Person(s) as may be designated by the Board, in the event of extraordinary
market conditions, shall have the authority to take any action regarding: (a) the trading in, or
operation of, the-ratienal securities exchange operated by the Company or any other organized
securities markets that may be operated by the Company, the operation of any automated system
owned or operated by the Company, and the participation in any such system of any or all
Person(s) or the trading therein of any or all securities; and (b) the operation of any or all offices
or systems of Exchange Members, if, in the opinion of the Board or the Person(s) hereby
designated, such action is necessary or appropriate for the protection of investors or the public
interest or for the orderly operation of the marketplace or the System.

ARTICLE X - EXCHANGE AUTHORITIES
Section 1. Rules

The Board, acting in accordance with the terms of this Operating Agreement and the Rules, shall
be vested with all powers necessary for the governance of the Company as an “Exchange”
within the meaning of the Act. To promote and enforce just and equitable principles of trade and
business, to maintain high standards of commercial honor and integrity among Exchange
Members, to collaborate with governmental and other agencies in the promotion of fair practices
and the elimination of fraud, and to carry out the purposes of the Company and of the Act, the
Board is hereby authorized to adopt such rulesRules and such amendments thereto as it may,
from time to time, deem necessary or appropriate. If any such relesRules or amendments thereto
are approved by the Commission or otherwise become effective as provided in the Act, they shall
become operative Exchange Rules as of the date of Commission approval or effectiveness under
the Act unless a later operative date is declared by the Company. The Board is hereby
authorized, subject to the provisions of this Operating Agreement and the Act, to administer,
enforce, interpret, issue exemptions from, suspend or cancel any Rules adopted hereunder.

Section 2. Disciplinary Proceedings
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(a) The Board is authorized to establish procedures relating to disciplinary proceedings involving
Exchange Members and their Associated Person(s).

(b) The Board is authorized to impose appropriate sanctions applicable to Exchange

Members, including censure, fine, suspension or expulsion from membership, suspension or bar
from being associated with all Exchange Members, limitation of activities, functions and
operations of an Exchange Member or any other fitting sanction, and to impose appropriate
sanctions applicable to Person(s) Associated with Exchange Members, including censure, fine,
suspension or barring a Person Associated with an Exchange Member from being associated
with all Exchange Members, limitation of activities, functions and operations of a Person
Associated with an Exchange Member or any other fitting sanction, for:

(1) a breach by an Exchange Member or a Person Associated with an Exchange Member
of any covenant with the Company or its Members;

(1) violation by an Exchange Member or a Person Associated with an Exchange Member
of any of the terms, conditions, covenants and provisions of the Rules or the federal
securities laws, including the rules and regulations adopted thereunder;

(i11) failure by an Exchange Member or Person Associated with an Exchange Member to:
(A) submit a dispute for arbitration as may be required by the Rules; (B) appear or
produce any document in the Exchange Member’s or Person’s possession or control as
directed pursuant to the Rules; (C) comply with an award of arbitrators properly
rendered, where a timely motion to vacate or modify such award has not been made
pursuant to applicable law or where such a motion has been denied; or (D) comply with a
written and executed settlement agreement obtained in connection with an arbitration or
mediation submitted for disposition; or

(iv) failure by an Exchange Member or Person Associated with an Exchange Member to
adhere to any ruling, order, direction or decision of, or to pay any sanction, fine or costs
imposed by, the Board or any Person to which the Board has delegated its powers.

Section 3. Exchange Member Qualifications

(a) The Board shall have authority to adopt rules and regulations applicable to Exchange
Members, applicants seeking to become Exchange Members and Person(s) associated with
applicants or Exchange Members, establishing specified and appropriate standards with respect
to the training, experience, competence, financial responsibility, operational capability and such
other qualifications as the Board finds necessary or desirable.

(b) The Board may from time to time make such changes in such rules, regulations and standards
as it deems necessary or appropriate.

(c) Uniform standards for regulatory and other access issues, such as admission to membership,

shall be promulgated and applied on a consistent basis and the Company shall institute
safeguards to ensure fair and evenhanded access to all of its services and facilities.
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Section 4. Fees, Dues, Assessments and Other Charges

The Board shall have authority to fix and levy the amount of fees, dues, assessments and other
charges to be paid by Exchange Members and issuers and any other Person(s) using any facility
or system that the Company operates or controls; provided, however, that such fees, dues,
assessments and other charges shall be equitably allocated among Exchange Members and
issuers and any other Person(s) using any facility or system that the Company operates or
controls. Any revenues received by the Company from fees derived from its regulatory function
or regulatory penalties shall not be used for non-regulatory purposes or distributed to the
Members, but rather, shall be applied to fund the legal and regulatory operations of the Company
(including surveillance and enforcement activities), or, as the case may be, shall be used to pay
restitution and disgorgement of funds intended for eustomersParticipants.

ARTICLE XI - MISCELLANEOUS PROVISIONS
Section 1. Fiscal Year
The fiscal year of the Company shall be as determined from time to time by the Board.
Section 2. Participation in Board and Committee Meetings

All meetings of the Board (and any committees of the Board) pertaining to the self-regulatory
function of the Company (including disciplinary matters) shall be closed to all Person(s) other
than Directors and officers, employees, agents or advisors whose participation is necessary or
appropriate to the proper discharge of such regulatory functions and any representatives of the
Commission.

Section 3. Books and Records; Confidentiality of Information and Records Relating to
SRO Function

The books and records of the Company shall be maintained at a location within the United
States. All books and records of the Company reflecting confidential information pertaining to
the self-regulatory function of the Company (including disciplinary matters, trading data, trading
practices and audit information) and the information contained in those books and records shall
be retained in confidence by the Company and the Directors, officers, employees, hearing
officers, other agents and advisors of the Company, shall not be used by the Company for any
non-regulatory purposes and shall not be made available to any Person (including any Exchange
Member) other than to personnel of the Commission, and those Directors, officers, employees,
hearing officers, other agents and advisors of the Company, to the extent necessary or
appropriate to discharge properly the self-regulatory responsibilities of the Company.

Section 4. Dividends

Subject to any provisions of any applicable statute, other provisions of this Operating Agreement
or the Certificate of Organization, distributions may be declared upon the membership units of
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the Company by, and in the absolute discretion of, the Board; and any such dividends may be
paid in cash, property or membership units of the Company, as determined by the Board, and
shall be declared and paid on such dates and in such amounts as are determined by the Board.

Section 5. Reserves

Before payment of any distributions, there may be set aside out of any funds of the Company
available for distributions such sum or sums as the Board from time to time, in its absolute
discretion, determines to be proper as a reserve or reserves to meet contingencies, or for
equalizing dividends, or for repairing or maintaining any property of the Company, or for such
other purpose as the Board shall determine to be conducive to the interests of the Company, and
the Board may modify or abolish any such reserve in the manner in which it was created.

Section 6. Execution of Instruments, Contracts, etc.

(a) All checks, drafts, bills of exchange, notes or other obligations or orders for the payment of
money shall be signed in the name of the Company by such officer or officers or Person(s) as the
Board, or a duly authorized committee thereof, may from time to time designate, or by the Chief
Executive Officer, the Chief Regulatory Officer, the Secretary or such other officer or officers or
Person(s) as the Chief Executive Officer, the Chief Regulatory Officer or the Secretary may from
time to time designate (collectively, the “Authorized Officers”). Except as otherwise provided
by applicable law, the Board, any committee given specific authority in the premises by the
Board, or any committee given authority to exercise generally the powers of the Board during
intervals between meetings of the Board may authorize any Authorized Officer, in the name of
and on behalf of the Company, to enter into or execute and deliver deeds, bonds, mortgages,
contracts and other obligations or instruments, and such authority may be general or confined to
specific instances.

(b) All applications, written instruments and papers required by any department of the United
States government or by any state, county, municipal or other governmental authority may be
executed in the name of the Company by any Authorized Officer of the Company.

Section 7. Power to Vote

Unless otherwise instructed by the Board, the Chief Executive Officer of the Company shall
have the power and authority on behalf of the Company to attend and to vote at any meeting of
members, partners or equity holders of any corporation, partnership or any other entity in which
the Company may hold stock, partnership or other equity interests, as the case may be, and may
exercise on behalf of the Company any and all of the rights and powers incident to the ownership
of such stock, partnership or other equity interest at such meeting, and shall have the power and
authority to execute and deliver proxies, waivers and consents on behalf of the Company in
connection with the exercise by the Company of the rights and powers incident to the ownership
of such stock, partnership or other equity interest. The Board and the Chief Executive Officer
may from time to time confer like powers upon any other Person(s).

Section 8. Notices
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Unless otherwise provided in this Operating Agreement or by law, any and all notices
contemplated by this Operating Agreement shall be deemed adequately given if in writing and

transmission (receipt confirmed), or one (1) Business Day after being sent, postage prepaid, by
nationally recognized overnight courier (e.g., Federal Express), or five (5) business says after
being sent by certified or registered mail, return receipt requested, postage prepaid, to the party
or parties for whom such notices are intended. Notices of special meetings of Directors shall be
given to each Director at his or her business address or such other address as he or she may have
advised the Secretary to use for such purpose.

Section 9. Severability

If any provision of this Operating Agreement, or the application of any provision of this
Operating Agreement to any Person or circumstances, is held invalid, the remainder of this
Operating Agreement and the application of such provision to other Person(s) or circumstances
shall not be affected.

Section 10. Limited Liability Company Certificates; Uncertificated Membership Interests

The membership units of the Company may be represented by certificates, provided that the
Board may provide by resolution that some or all of any or all classes or series of the Company’s
units shall be uncertificated. Every holder of membership units of the Company represented by
certificates shall otherwise be entitled to have a certificate, in such form as may be prescribed by
law and by the Board, representing the number of shares held by such holder registered in
certificate form.
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CHAPTER 1. ADOPTION, INTERPRETATION AND APPLICATION OF RULES, AND
DEFINITIONS

Rule 1.1. Adoption of Exchange Rules

The following Exchange Rules are adopted pursuant to Article III, Section 1 and Article X,
Section 1 of the Operating Agreement of the Exchange.

Rule 1.2. Interpretation

Exchange Rules shall be interpreted in such a manner to comply with the rules and requirements
of the Act and to effectuate the purposes and business of the Exchange, and to require that all
practices in connection with the securities business be just, reasonable and not unfairly
discriminatory.

Rule 1.3. Applicability

Exchange Rules shall apply to all Exchange Members and Person(s) Associated with an
Exchange Member.

Rule 1.4. Effective Time

All Exchange Rules shall be effective when approved by the Commission in accordance with the
Act and the rules and regulations thereunder, except for those Rules that are effective upon filing
with the Commission in accordance with the Act and the rules thereunder and except as
otherwise specified by the Exchange or provided elsewhere in these Rules.

Rule 1.5. Definitions

Unless the context otherwise requires, defined terms used shall have the meaning set forth
below:

(a) “Act” means the Securities Exchange Act of 1934, as amended and in effect from time to
time and any successor statute.
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(b) “Adverse Action” shall mean any action taken by the Exchange which adversely affects the
rights of any Exchange Member, applicant for membership, or any Person Associated with
an Exchange Member (including the denial of membership and the barring of any Person
from becoming associated with an Exchange Member) and any prohibition or limitation by
the Exchange imposed on any Person with respect to access to services offered by the
Exchange, or an Exchange Member thereof. This term does not include disciplinary actions
for violations of any provision of the Act or the rules and regulations promulgated
thereunder, any provision of the Operating Agreement or Exchange Rules or any
interpretation thereof, or resolution or order of the Board or appropriate Exchange committee
which has been filed with the Commission pursuant to Section 19(b) of the Act and has
become effective thereunder. Review of disciplinary actions is provided for in Chapter VIII
of the Exchange Rules.

(c) “Affiliate” means, with respect to any Person, any other Person directly or indirectly through
one or more intermediaries controlling or controlled by, or under direct or indirect common

{e)(d) The terms “Board” and “Board of Directors” shall mean the Board of Directors of the
Company.

H(e) “Broker” shall have the same meaning as set forth in Section 3(a)(4) of the Act- or,
where applicable, a Person operating pursuant to an exemption from registration under the
Act.

| f=)(f)  “Commission” means the United States Securities and Exchange Commission.

| ty(g) “Company” means Automated Matching Systems Exchange, LLC, a South Dakota
limited liability company.

(h) “Dealer” shall have the same meaning as in Section 3(a)(5) of the Act- or, where
applicable, a Person operating pursuant to an exemption from registration under the Act.

| (1) “Designating Owner” shall mean a Member of the Company that holds (together with its
Affiliates) at least a fifteen percent (15%) beneficial interest.
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| @) “Designated Self-Regulatory Organization” shall mean a self-regulatory organization,
other than the Exchange, designated by the Commission under Section 17(d) of the Act to
enforce compliance by Exchange Members with Exchange Rules.

| @)(k) The term “Exchange” shall mean Automated Matching Systems Exchange, LLC, a
registered national securities exchange, or system operating as an exemption therefrom under
the Act.

(1) “Exchange Member” means any registered-broker-or-dealerthatPerson who has been

admitted to membership in the Exchange and is permitted to effect transactions on the
Exchange without the services of another Person acting as Broker. An Exchange Member is
not a Member of the Company for purposes of voting, distributions, and other rights
conferred by ownership of the Company by reason of being an Exchange Member. An
Exchange Member shall have the status as provided in Section 3(a)(3) of the Act- or, where
applicable, a Person operating pursuant to an exemption from registration under the Act.

| t1(m) “Exchange Member Nominating Committee” means the Exchange Member
Nominating Committee elected pursuant to the Operating Agreement.

| fey(n) “Exchange Member Representative” means the Person identified to the Company by
an Exchange Member as the individual authorized to represent, vote, and act on behalf of the
Exchange Member. An Exchange Member may change its Exchange Member
Representative or appoint a substitute for its Exchange Member Representative upon giving
notice thereof to the Company. An Exchange Member Representative of an Exchange

| Member or a substitute shall be a member of senior management and a registered-principal of
the Exchange Member.

| p)(0) “Independent Director” means a Director who has no material relationship with (i) the
Company or any Affiliate of the Company or (ii) any Exchange Member or any Affiliate of
any Exchange Member.

(p) “Industry Member” means a member of any committee or hearing panel who (i)}-is-e+-has
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i ip-has such qualifications and experience in the
securities industry as the Exchange so prescribes.

(q) with or provides professional services to the Exchange or any affiliate thereof or has had any
such relationship or provided any such services at any time within the prior three (3) years.

(r) “List of Candidates” shall have the meaning set forth in Article III, Section 4(e).

(s) “Member” means any Person who maintains a direct ownership interest in the Company by
way of membership units.

- - ﬂ Formatte

(1) “Nominating and Governance Committee” means the Nominating and Governance
Committee elected pursuant to this Operating Agreement.

| £5(u) “Owner Director” shall mean a Director nominated by a Designating Owner pursuant to
Article III, Section 4(g) and elected by the Members of the Company.

| 9(v) “Owner Exchange Member” means an Exchange Member that also maintains, directly
or indirectly, an ownership interest in the Company.

(w) “Participant” shall mean a Person who has entered into a contractual agreement with an
Exchange Member for the purpose of effecting transactions in securities or submitting,
disseminating, or displaying orders.

2)(x) “Person” means any individual, partnership, joint stock company, corporation, entity,
association, trust, limited liability company, joint venture, unincorporated organization, and
any government, governmental department or agency or political subdivision of any
government.

| faa)(v) “Person Associated with an Exchange Member” or “Associated Person of an
Exchange Member” means any Exchange Member, officer, or director of an Exchange
Member (or other Person occupying a similar status or performing similar functions), any
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Person directly or indirectly controlling, controlled by, or under common control with, such
Exchange Member or any employee of such Exchange Member, except that any Person
Associated with an Exchange Member whose functions are solely clerical or ministerial shall
not be included in the meaning of such term.

| (bby(z) “Petition Candidates” shall have the meaning set forth in Article III, Section 4(c).

| tee)(aa) “Petition Date” means a date at least thirty-five (35) days before the date
announced as the date for the annual meeting of Members.

| tdd)(bb) “Petition Deadline” shall have the meaning set forth in Article I1I, Section 4(c).

fee)(cc) “Qualified Clearing Agency” means a clearing agency registered with the
Commission pursuant to Section 17A of the Act.

th(dd)
Section 3(a)(27) of the Act, with respect to the Company.

“Rules” or “Exchange Rules” shall have the same meaning as set forth in

Gdo(ee) “SRO” means a “self-regulatory organization” as defined in Section 3(a)(26) of - { Formatte

the Act-, or an entity exercising self-regulatory powers pursuant to an exemption from
registration under the Act.

| ab(fh) “Statutory Disqualification” shall have the meaning set forth in Section 3(a)(39)
of the Act.

fmr(gg) -“Subscriber” shall mean a Person who has entered into a contractual agreement

with an Alternative Frading Systemand-Exchange Member for the purpose of effecting

transactions in securities or submitting, disseminating, or displaying orders.
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@n)(hh) -“System” shall mean the electronic communications facility designated by the
Board through which securities of Exchange Members are quoted-er, transactions reported,
or orders routed for execution.

Definitions apply equally to both the singular and plural forms of the defined terms. The

terms “include” and “including” and other words of similar import shall be deemed tobe - | Formatte
followed by the phrase “without limitation.” The terms “herein,” “hereof,” and “hereunder” | Formatte
and other words of similar import refer as a whole and not to any particular section or subsection. ° | Formatte
The headings appear as a matter of convenience only and shall not affect the interpretation. @

Formatte
CHAPTER II. MEMBERS OF THE EXCHANGE @

Rule 2.1. Rights, Privileges and Duties of Exchange Members

Unless otherwise provided in the Exchange Rules or the Operating Agreement of the Exchange,
each Exchange Member shall have the rights, privileges and duties of any other Exchange
Member.

Rule 2.2. Obligations of Exchange Members and the Exchange

In addition to all other obligations imposed by the Exchange in its Operating Agreement or the
Exchange Rules, all Exchange Members, as a condition of effecting securities transactions
through the Exchange, shall agree to be regulated by the Exchange and shall recognize that the
Exchange is obligated to undertake to enforce compliance with the provisions of the Exchange
Rules, its Operating Agreement, its interpretations and policies and with the provisions of the
Act and regulations thereunder, and that, subject to orders and rules of the Commission, the
Exchange is required to discipline Exchange Members and Person(s) Associated with Exchange
Members for violations of the provisions of the Exchange Rules, its Operating Agreement, its
interpretations and policies and the Act and regulations thereunder, by expulsion, suspension,
limitation of activities, functions, and operations, fines, censure, being suspended or barred from
being associated with an Exchange Member, or any other fitting sanction.

Rule 2.3. Exchange Member Eligibility

: : g - Membershlp may be granted to a sole
proprietor, partnershlp, corporatlon hmlted hablhty company or other organization or individual
that has been approved by the Exchange. Except as hereinafter provided, any Person may
become a member of the Exchange, subject to the completion of a membership application and
compliance with such conditions as the Exchange, under the direction of the Commission,

prescribes.

Rule 2.4. Restrictions

(a) No Person may become an Exchange Member or continue as an Exchange Member in any
| capacity on the Exchange where:
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(3) such Person is subject to a Statutory Disqualification, except that a Person may become an <~ -~ | Formatte
Exchange Member or continue as an Exchange Member where, pursuant to Rules 19d-1, 19d-2,

19d-3 and 19h-1 of the Act, the Commission has issued an order providing relief from such a

disqualification and permitting such a Person to become or remain an Exchange Member.

(b) No natural Person erregisteredBroker-erDealer-shall be admitted as, or be entitled to

continue as, an Exchange Member or an Associated Person of an Exchange Member, unless such
natural Person erBreker-orDealer-meets the standards of training, experience and competence
as the Exchange may prescribe. Each Exchange Member shall have the responsibility and duty
to ascertain by investigation the good character, business repute, qualifications and experience of
any Person applying for registration with the Exchange as an Associated Person of such
Exchange Member.

(c) No registered-broker-or-dealerPerson shall be admitted as, or be entitled to continue as, a
Member if such-brokerhe, she, or dealerit:

(1) fails to comply with eitherthefinancial responsibility requirements-established by
Rule15e3-1under the Aet-orsuch-othersuch financial responsibility and operational

capability requirements as may be established by the Exchange Rules;

(2) fails to adhere to the Exchange Rules relating to the maintenance of books and

(3) fails to demonstrate to the Exchange adequate systems capability, capacity, integrity
and security necessary to conduct business through the Exchange;

(4) is subject to any unsatisfied liens, judgments or unsubordinated creditor claims of a
material nature, which, in the absence of a reasonable explanation therefor, remain
outstanding for more than six months;

(5) has been subject to any bankruptcy proceeding, receivership or arrangement for the
benefit of creditors within the past three (3) years; or

(6) has engaged in an established pattern of failure to pay just debts or has defaulted,
without a reasonable explanation, on an obligation to a self-regulatory organization, or
any member of a self-regulatory organization.

(d) No Person shall be admitted as an Exchange Member or as an Associated Person of an
Exchange Member where it appears that such Person has engaged, and there is a reasonable
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likelihood that such Person again may engage, in acts or practices inconsistent with just and
equitable principles of trade.

(e) No Person shall become an Associated Person of an Exchange Member unless such Person
agrees:

(1) to supply the Exchange with such information with respect to such Person’s
relationships and dealings with the Exchange Member as may be specified by the
Exchange;

(2) to permit examination of such Person’s books and records by the Exchange to verify
the accuracy of any information so supplied; and

(3) to be regulated by the Exchange and to recognize that the Exchange is obligated to
undertake to enforce compliance with the provisions of the Exchange Rules, the
Operating Agreement, the interpretations and policies of the Exchange and the provisions
of the Act and the regulations thereunder.

Rule 2.6. Application Procedures for Membership
(a) Applications for membership shall be made to the Exchange and shall contain the following:

(1) An agreement to abide by, comply with, and adhere to the provisions of the
Exchange’s Certificate of Organization, its Operating Agreement, the Exchange Rules,
the policies, interpretations and guidelines of the Exchange and all orders and decisions
of the Exchange’s Board and penalties imposed by the Board, and any duly authorized
committee; provided, however, that such agreement shall not be construed as a waiver by
the applicant of any right to appeal as provided in the Act.

(2) An agreement to pay such dues, assessments, and other charges in the manner and
amount as shall from time to time be fixed by the Exchange.

(3) An agreement that the Exchange and its officers, employees and members of its
Board and of any committee shall not be liable, except for willful malfeasance, to the
applicant or to any other Person, for any action taken by such Director, officer or
Member in his official capacity, or by any employee of the Exchange Member while
acting within the scope of his employment, in connection with the administration or
enforcement of any of the provisions of the Certificate of Organization, Operating
Agreement, Exchange Rules, policies, interpretations or guidelines of the Exchange or
any penalty imposed by the Exchange, its Board or any duly authorized committee.

(4) An agreement that, in cases where the applicant fails to prevail in a lawsuit or
administrative adjudicative proceeding instituted by the applicant against the Exchange or
any of its officers, Directors, committee members, employees or agents, to pay the
Exchange or any of its officers, directors, committee members, employees or agents, all
reasonable expenses, including attorneys’ fees, incurred by the Exchange in the defense



AMSE Rules of Operation Version 1 (Effective March 20, 2014)

of such proceeding; provided, however, that such payment obligation shall not apply to
internal disciplinary actions by the Exchange or administrative appeals.

(5) An agreement to maintain and make available to the Exchange, its authorized
employees and its Board or committee members such books and records as may be
required to be maintained by the Commission or the Exchange Rules.

(6) Such other reasonable information with respect to the applicant as the Exchange may
require.

(b) Applications for association with aan Exchange Member shall be made on Form U-4 andor
such other fermsform as the Exchange may prescribe; and shall be delivered to the Exchange in
such manner as designated by the Exchange.

(c) If the Exchange is satisfied that the applicant is qualified for membership pursuant to the
provisions of this Chapter, the Exchange shall promptly notify, in writing, the applicant of such
determination, and the applicant shall be aan Exchange Member.

(d) If the Exchange is not satisfied that the applicant is qualified for membership pursuant to the
provisions of this Chapter, the Exchange shall promptly notify the applicant of the grounds for
denying the applicant. The Board on its own motion may reverse the determination that the
applicant is not qualified for membership. If a majority of the Board specifically determines to
reverse the determination to deny membership, the Board shall promptly notify Exchange staff,
who shall promptly notify the applicant of the Board’s decision and shall grant membership to
the applicant. An applicant who has been denied membership may appeal such decision under
Chapter IX of the Exchange Rules governing Adverse Action.

(e) Except where, pursuant to Section 17(d) of the Act, the Exchange has been relieved of its
responsibility to review and act upon applications for Associated Person(s) of an Exchange
Member, the procedure set forth in this Chapter shall govern the processing of any such
applications.

Rule 2.7. Revocation of Membership or Association with an Exchange Member

Exchange Members or Associated Person(s) of Exchange Members may effect approved
securities transactions through the Exchange only so long as they possess all the qualifications
set forth in the Exchange Rules. Except where, pursuant to Section 17(d) of the Act, the
Exchange has been relieved of its responsibility to monitor the continued qualifications of an
Exchange Member or an Associated Person of an Exchange Member, when the Exchange has
reason to believe that an Exchange Member or Associated Person of an Exchange Member fails
to meet such qualifications, the Exchange may act to revoke such Person’s membership or
association. Such action shall be instituted under, and governed by, Chapters VII and VIII of the
Exchange Rules and may be appealed under Chapter IX of the Exchange Rules governing
Adverse Action. In connection with any revocation of rights as an Exchange Member or
voluntary termination of rights as an Exchange Member pursuant to Rule 2.8, the Exchange
Member’s membership in the Exchange shall be cancelled.
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Rule 2.8. Voluntary Termination of Rights as an Exchange Member

An Exchange Member may voluntarily terminate its rights as an Exchange Member only by a
written resignation addressed to the Exchange’s Secretary or another officer designated by the
Exchange. Such resignation shall not take effect until thirty (30) days after all of the following
conditions have been satisfied: (1) receipt of such written resignation; (ii) all indebtedness due the
Exchange shall have been paid in full; (iii) any Exchange investigation or disciplinary action
brought against the Exchange Member has reached a final disposition; and (iv) any examination
of such Exchange Member in process is completed and all exceptions noted have been
reasonably resolved; provided, however, that the Board may declare a resignation effective at
any time.

Rule 2.9. Affiliation between Exchange and an Exchange Member

Without the prior approval of the Commission, the Exchange or any entity with which it is
affiliated shall not, directly or indirectly, acquire or maintain an ownership interest in an
Exchange Member. In addition, without the prior approval of the Commission, an Exchange
Member shall not be or become an affiliate of the Exchange, or an affiliate of any affiliate of the
Exchange. Nothing in this Rule 2.9 shall prohibit an Exchange Member from being or becoming
an affiliate of the Exchange, or an affiliate of any affiliate of the Exchange, solely by reason of
such Exchange Member or any officer, director, manager, managing member, partner or affiliate
of such Exchange Member being or becoming a Director pursuant to the Operating Agreement of
the Exchange.

CHAPTER III. EXCHANGE RULES OF PRACTICE
Rule 3.1. Business Conduct of Exchange Members

An Exchange Member, in the conduct of its business, shall observe high standards of commercial
honor and just and equitable principles of trade.

Rule 3.2. Violations Prohibited

No Exchange Member shall engage in conduct in violation of the Act, the rules or regulations
thereunder, the Operating Agreement, Exchange Rules or any policy or written interpretation of
the Operating Agreement or Exchange Rules by the Board or an appropriate Exchange
committee. Every Exchange Member shall so supervise Person(s) Associated with the Exchange
Member as to assure compliance with those requirements.

Rule 3.3. Use of Fraudulent Devices

No Exchange Member shall effect any transaction in, or induce the purchase or sale of, any
security by means of any manipulative, deceptive or other fraudulent device or contrivance.
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Rule 3.4. False Statements

No Exchange Member or applicant for membership, or Person Associated with an Exchange
Member or applicant, shall make any false statements or misrepresentations in any application,
report or other communication to the Exchange. No Exchange Member or Person Associated
with an Exchange Member shall make any false statement or misrepresentation to any Exchange
committee, officer, the Board or any designated self-regulatory organization in connection with
any matter within the jurisdiction of the Exchange.

Rule 3.5. Publication of Transactions and Quotations

No Exchange Member shall report to the Exchange or publish or cause to be published any
transaction as a purchase or sale of any security unless such Exchange Member believes that
such transaction was a bona fide purchase or sale of such security, and no Exchange Member
shall purport to quote the bid or asked price for any security, unless such Exchange Member
believes that such quotation represents a bona fide bid for, or offer of, such security.

Rule 3.6. Offers at Stated Prices

No Exchange Member shall make an offer to buy from or sell to any Person any security at a

| stated price unless such Exchange Member or their Participant is prepared to purchase or sell, as
the case may be, at such price and under such conditions as are stated at the time of such offer to
buy or sell.

Rule 3.7. Payment Designed to Influence Market Prices, Other than Paid Advertising

No Exchange Member shall, directly or indirectly, give, permit to be given, or offer to give
anything of value to any Person for the purpose of influencing or rewarding the action of such
Person in connection with the publication or circulation in any newspaper, investment service or
similar publication of any matter which has, or is intended to have, an effect upon the market
price of any security; provided, that this Rule shall not be construed to apply to a matter which is
clearly identifiable as paid advertising.

Rule 3.8. Disclosure on Confirmations

An Exchange Member, at or before the completion of each transaction with a
| eustomerParticipant, shall give or send to such eustemerParticipant such written notification or
confirmation of the transaction as is required by Rule 10b-10 under the Act.

Rule 3.9. Disclosure of Control

An Exchange Member controlled by, controlling, or under common control with, the issuer of

any security, shall disclose to a eustemerParticipant the existence of such control before entering

into any contract with or for such eustemerParticipant for the purchase or sale or such security,

and if such disclosure is not made in writing, it shall be supplemented by the giving or sending of
| a written disclosure to the eustemerParticipant at or before completion of the transaction.
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Rule 3.10. Discretionary Accounts and Solicited Transactions Prohibited

No Exchange Member shall effect any purchase or sale transactions with any discretionary
power or which was recommended or solicited by the Exchange Member. All transactions
conducted shall be done on an unsolicited basis and each Exchange Member shall receive a
confirmation that such party initiating the transaction is not relying on the Exchange Member in
his, her, or its decision to purchase or sell a security.

Rule 3.11. Custody of Custemer’sParticipant’s Securities or Funds

No Exchange Member shall take possession or control of securities or funds of a
eustomerParticipant. Exchange Members shall only use transfer agents registered pursuant to
Section 17A of the Act and banks, as defined in Section 3(a)(6) of the Act. For transactions
involving a central counterparty, Exchange Members shall use a Qualified Clearing Agency.

Rule 3.12. Prohibition Against Guarantees

No Exchange Member shall guarantee, directly or indirectly, a eustomerParticipant against loss
in any securities account of such eustemerParticipant or in any securities transaction effected by
the Exchange Member with or for such eustemerParticipant.

Rule 3.13. Sharing in Accounts

No Exchange Member shall share, directly or indirectly, in the profits or losses in any account of
a eustomerParticipant.

Rule 3.14. Installment or Partial Payment Sales

(a) No Exchange Member shall take or carry any account or make a transaction for any
eustomerParticipant under any arrangement which contemplates or provides for the purchase of
any security for the account of the eustemerParticipant, or for the sale of any security to the
eustomerParticipant, where payment for the security is to be made to the Exchange Member by
the eustemerParticipant over a period of time in installments or by a series or partial payments.

(b) No Exchange Member, whether acting as principal or agent, shall make, in connection with
any transaction referred to in this Rule, any agreement with his eustemerParticipant under which
such Exchange Member shall be allowed to pledge or hypothecate any security involved in such
transaction in contravention of Commission Rules 8c-1 and 15¢3-3.

CHAPTER IV. BOOKS AND RECORDS

Rule 4.1. Requirements

Each Exchange Member shall make and keep books, accounts, records, memoranda and
correspondence in conformity with Section 17 of the Act and the rules thereunder, with all other
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applicable laws and the rules, regulations and statements of policy promulgated thereunder, and
with Exchange Rules.

Rule 4.2. Furnishing of Records

Every Exchange Member shall furnish to the Exchange, upon request and in a time and manner
required by the Exchange, current copies of any financial information filed with the
Commission, as well as any records, files, or financial information pertaining to transactions
executed through the Exchange. Further, the Exchange shall be allowed access, at any time, to
the books and records of the Exchange Member in order to obtain or verify information related to
transactions executed through the Exchange or activities relating to the Exchange.

Rule 4.3. Record of Written Complaints

(a) Each Exchange Member shall keep and preserve for a period of not less than five (5) years a
file of all written complaints of eustemersParticipants and action taken by the Exchange Member
in respect thereof, if any. Further, for the first two (2) years of the five-year period, the
Exchange Member shall keep such file in a place readily accessible to examination or spot
checks.

(b) A “complaint” shall mean any written statement of a eustomerParticipant or any Person
acting on behalf of a eustemerParticipant alleging a grievance involving the activities of an
Exchange Member or Person(s) under the control of the Exchange Member in connection with

(1) the solicitation or execution of any transaction conducted or contemplated to be conducted
through the facilities of the Exchange or (2) the disposition of securities or funds of that

eustomerParticipant which activities are related to such a transaction.
Rule 4.4. Disclosure of Financial Condition

An Exchange Member shall make available for inspection by a eustemerParticipant, upon
request, the information relative to such Exchange Member’s financial condition disclosed in its
most recent balance sheet prepared either in accordance with such Exchange Member’s usual
practice or as required by any State or Federal securities laws, or any rule or regulation
thereunder. Further, an Exchange Member shall send to its eustemersParticipants the statements
required by Commission Rule 17a-5(c).

CHAPTER V. SUPERVISION

Rule 5.1. Written Procedures

Each Exchange Member shall establish, maintain and enforce written procedures which will
enable it to supervise properly the activities of Associated Person(s) of the Exchange Member

and to ensure their compliance with applicable securities laws, rules, regulations and statements
of policy promulgated thereunder, and with Exchange Rules.
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Rule 5.2. Responsibility of Exchange Members

Final responsibility for proper supervision shall rest with the Exchange Member. The Exchange
Member shall designate a partner, officer or manager in each office of supervisory jurisdiction,
including the main office, to carry out the written supervisory procedures. A copy of such
procedures shall be kept in each such office.

Rule 5.3. Records

Each Exchange Member shall be responsible for making and keeping appropriate records for
carrying out the Exchange Member’s supervisory procedures.

Rule 5.4. Review of Activities
Each Exchange Member shall review the activities of each office.
Rule 5.5. Prevention of the Misuse of Material, Nonpublic Information

(a) Each Exchange Member must establish, maintain and enforce written policies and procedures
reasonably designed, taking into consideration the nature of such Exchange Member’s business,
to prevent the misuse of material, non-public information by the Exchange Member or Person(s)
Associated with the Exchange Member. Exchange Members for whom the Exchange is the
Designated Examining Authority (“DEA”) that are required to file SEC Form X-17A-5 with the
Exchange on an annual or more frequent basis must file, contemporaneously with the submission
of the calendar year end Insider Trading and Securities Fraud Enforcement Act certifications,
compliance acknowledgements stating that the procedures mandated by this Rule have been
established, enforced and maintained. Any Exchange Member, or Associated Person who
becomes aware of a possible misuse of material, non-public information must promptly notify
the Exchange’s Surveillance Department.

(b) For purposes of this Rule 5.5, conduct constituting the misuse of material, non-public
information includes, but is not limited to, the following:

(1) Trading in any securities issued by a corporation, or in any related securities or related
options or other derivative securities, while in possession of material, non-public
information concerning that issuer; or

(2) Trading in a security or related options or other derivative securities, while in
possession of material non-public information concerning imminent transactions in the
security or related securities; or

(3) Disclosing to another Person or entity any material, non-public information involving
a corporation whose shares are publicly traded or an imminent transaction in an
underlying security or related securities for the purpose of facilitating the possible misuse
of such material, non-public information.
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(c) This Rule 5.5 requires that, at a minimum, each Exchange Member establish, maintain, and
enforce the following policies and procedures:

(1) All Associated Person(s) must be advised in writing of the prohibition against the
misuse of material, non-public information;

(2) All Associated Person(s) must sign attestations affirming their awareness of, and
agreement to abide by the aforementioned prohibitions. These signed attestations must
be maintained for at least three (3) years, the first two (2) years in an easily accessible
place;

(3) Each Member must receive and retain copies of trade confirmations and monthly
account statements for each brokerage account in which an Associated Person has a
direct or indirect financial interest or makes investment decisions. The activity in such
accounts should be reviewed at least quarterly by the Exchange Member for the purpose
of detecting the possible misuse of material, non-public information; and

(4) All Associated Person(s) must disclose to the Exchange Member whether they, or any
Person in whose account they have a direct or indirect financial interest, or make
investment decisions, are an officer, director or 10% shareholder in a company whose
shares are publicly traded. Any transaction in the stock (or option thereon) of such
company shall be reviewed to determine whether the transaction may have involved a
misuse of material non-public information. Maintenance of the foregoing policies and
procedures will not, in all cases, satisfy the requirements and intent of this Rule 5.5; the
adequacy of each Exchange Member’s policies and procedures will depend upon the
nature of such Exchange Member’s business.

Rule 5.6. Anti-Money Laundering Compliance Program

(a) Each Exchange Member shall develop and implement an anti-money laundering program
reasonably designed to achieve and monitor compliance with the requirements of the Bank
Secrecy Act (31 U.S.C. 5311, et seq.), and the implementing regulations promulgated thereunder
by the Department of the Treasury. Each Exchange Member’s anti-money laundering program
must be approved, in writing, by a member of its senior management.

(b) The anti-money laundering programs required by the Rule shall, at a minimum:
(1) establish and implement policies and procedures that can be reasonably expected to
detect and cause the reporting of transactions required under 31 U.S.C. 5318(g) and the

implementing regulations thereunder;

(2) establish and implement policies and internal controls reasonably designed to achieve
compliance with the Bank Secrecy Act and the implementing regulations thereunder;

(3) provide for independent testing for compliance to be conducted by the Member’s
personnel or by a qualified outside party;
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(4) designate, and identify to the Exchange (by name, title, mailing address, e-mail
address, telephone number, and facsimile number), a Person(s) responsible for
implementing and monitoring the day-to-day operations and internal controls of the
program and provide prompt notification to the Exchange regarding any change in such
designation(s); and

(5) provide ongoing training for appropriate Person(s).
CHAPTER VI. EXTENSIONS OF CREDIT
Rule 6.1. Prohibitions and Exemptions

(a) An Exchange Member shall not knowingly effect a securities transaction through Exchange
facilities in a manner contrary to the regulations of the Board of Governors of the Federal
Reserve System.

(b) The use of margin or extension of any credit to a eustomerParticipant shall be prohibited. All
securities shall be fully paid for by and registered in the name of the seller prior to sale; or such
other reasonable measures taken by the Exchange Member to evidence the ability of the seller to
deliver.

(c) No Exchange Member shall permit a puble-eustomerParticipant to make a practice, directly
or indirectly, of effecting transactions where the cost of securities purchased is met by the sale of
the same securities. No Exchange Member shall permit a publie-eustomerParticipant to make a
practice of selling securities with them which are to be received against payment frem-another

registered Broker-or Dealer-where such securities were purchased and are not yet paid for.

CHAPTER VII. SUSPENSION BY CHIEF REGULATORY OFFICER
Rule 7.1. Imposition of Suspension

(a) An Exchange Member which fails or is unable to perform any of its contracts, or is insolvent
or is unable to meet the financial responsibility requirements of the Exchange, shall immediately
inform the Secretary in writing of such fact. Upon receipt of said notice, or whenever it shall
appear to the Chief Regulatory Officer (“CRO”) (after such verification and with such
opportunity for comment by the Exchange Member as the circumstances reasonably permit) that
an Exchange Member has failed to perform its contracts or is insolvent or is in such financial or
operational condition or is otherwise conducting its business in such financial or operational
condition or is otherwise conducting its business in such a manner that it cannot be permitted to
continue in business with safety to its eustemersParticipants, creditors and other Exchange
Members, the CRO may summarily suspend the Exchange Member or may impose such
conditions and restrictions upon the Exchange Member as are reasonably necessary for the
protection of investors, the Exchange, the creditors and the eustemersParticipants of such
Exchange Member.
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(b) An Exchange Member that does not pay any dues, fees, assessments, charges or other
amounts due to the Exchange within ninety (90) days after the same has become payable shall be
reported to the CRO, who may, after giving reasonable notice to the Exchange Member of such
arrearages, suspend the Exchange Member until payment is made. Should payment not be made
within six months after payment is due, the Exchange Member’s membership may be cancelled
by the Exchange.

(c) In the event of suspension of an Exchange Member, the Exchange shall give prompt notice of
such suspension to the Exchange Members. Unless the CRO shall determine that lifting the
suspension without further proceedings is appropriate, such suspension shall continue until the
Exchange Member is reinstated as provided in Rule 7.3 of this Chapter.

Rule 7.2. Investigation Following Suspension

Every Exchange Member suspended under the provisions of this Chapter shall immediately
make available every facility requested by the Exchange for the investigation of its affairs and
shall forthwith file with the Secretary a written statement covering all information requested,
including a complete list of creditors and the amount owing to each and a complete list of each
open long and short security position maintained by the Exchange Member and each of its
eustomersParticipants. The foregoing includes, without limitation, the furnishing of such of the
Exchange Member’s books and records and the giving of such sworn testimony as may be
requested by the Exchange.

Rule 7.3. Reinstatement

An Exchange Member suspended under the provisions of this Chapter may apply for
reinstatement by a petition in accordance with and in the time provided for by the provisions of
the Exchange Rules relating to Adverse Action.

Rule 7.4. Failure to be Reinstated

An Exchange Member suspended under the provisions of this Chapter who fails to seek or obtain
reinstatement in accordance with Rule 7.3 shall have its membership cancelled by the Exchange
in accordance with the Exchange’s Operating Agreement.

Rule 7.5. Termination of Rights by Suspension

An Exchange Member suspended under the provisions of this Chapter shall be deprived during
the term of its suspension of all rights and privileges conferred to it by virtue of its membership
in the Exchange.

Rule 7.6. Summary Suspension of Exchange Services

The CRO (after such verification with such opportunity for comment as the circumstances

reasonably permit) may summarily limit or prohibit (i) any Person from access to services
offered by the Exchange, if such Person has been and is expelled or suspended from any self-
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regulatory organization or barred or suspended from being associated with a member of any self-
regulatory organization or is in such financial or operating difficulty that the Exchange
determines that such Person cannot be permitted to do business with safety to investors,
creditors, Exchange Members or the Exchange; or (ii) a Person who is not an Exchange Member
from access to services offered by the Exchange, if such Person does not meet the qualification
requirements or other pre-requisites for such access and if such Person cannot be permitted to
continue to have access with safety to investors, creditors, Exchange Members and the
Exchange. Any Person aggrieved by any such summary action may seek review under the
provisions of the Exchange Rules relating to Adverse Action.

Rule 7.7. Commission Action

The Commission may stay any summary action taken pursuant to this Chapter on its own motion
or upon application by any Person aggrieved thereby made pursuant to Section 19(d) of the Act
and the rules thereunder.

CHAPTER VIII. DISCIPLINE
Rule 8.1. Disciplinary Jurisdiction

(a) An Exchange Member or a Person Associated with an Exchange Member (the
“Respondent”) who is alleged to have violated or aided and abetted a violation of any provision
of the Act or the rules and regulations promulgated thereunder, or any provision of the
Certificate of Organization, Operating Agreement or Rules of the Exchange, or any interpretation
thereof, or any resolution or order of the Board or appropriate Exchange committee, shall be
subject to the disciplinary jurisdiction of the Exchange under this Chapter, and after notice and
opportunity for a hearing may be appropriately disciplined by: expulsion; suspension; limitation
of activities, functions and operation; fine; censure; suspension or bar from association with an
Exchange Member or any other fitting sanction, in accordance with the provisions of this
Chapter.

An individual Exchange Member, responsible party, or other Person Associated with an
Exchange Member may be charged with any violation committed by employees under his/her/its
supervision or by the Exchange Member with which he/she/it is associated, as though such
violation were his/her/its own. An Exchange Member organization may be charged with any
violation committed by its employees or by any other Person who is associated with such
Exchange Member organization, as though such violation were its own.

(b) Any Exchange Member or Person Associated with an Exchange Member shall continue to be
subject to the disciplinary jurisdiction of the Exchange following the termination of such
Person’s membership or association with an Exchange Member with respect to matters that
occurred prior to such termination; provided that written notice of the commencement of an
inquiry into such matters is given by the Exchange to such former Exchange Member or former
Associated Person within one year of receipt by the Exchange of the latest written notice of the
termination of such Person’s status as an Exchange Member or Person Associated with an
Exchange Member. The foregoing notice requirement does not apply to a Person who at any
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time after a termination again subjects himself or herself to the disciplinary jurisdiction of the
Exchange by becoming an Exchange Member or a Person Associated with an Exchange
Member.

(c) A summary suspension or other action taken pursuant to Chapter VII of the Rules of the
Exchange shall not be deemed to be disciplinary action under this Chapter, and the provisions of
this Chapter shall not be applicable to such action.

(d) The Exchange may contract with another self-regulatory organization to perform some or all
of the Exchange’s disciplinary functions. In that event, the Exchange shall specify to what
extent the Rules in this Chapter VIII shall govern Exchange disciplinary actions and to what
extent the rules of the other self-regulatory organization shall govern such actions.
Notwithstanding the fact that the Exchange may contract with another self-regulatory
organization to perform some or all of the Exchange’s disciplinary functions, the Exchange shall
retain ultimate legal responsibility for and control of such functions.

Rule 8.2. Complaint and Investigation

(a) Initiation of Investigation. The Exchange, or the designated self-regulatory organization,
when appropriate, shall investigate possible violations within the disciplinary jurisdiction of the
Exchange which are brought to its attention in any manner, or upon order of the Board, the CRO
or other Exchange officials designated by the CRO, or upon receipt of a complaint alleging such
violation.

(b) Report. In every instance where an investigation has been instituted as a result of a
complaint, and in every other instance in which an investigation results in a finding that there are
reasonable grounds to believe that a violation has been committed, a written report of the
investigation shall be submitted to the CRO by the Exchange’s staff or, when appropriate, by the
designated self-regulatory organization.

(c) Requirement to Furnish Information and Right to Counsel. Each Exchange Member and
Person Associated with an Exchange Member shall be obligated upon request by the Exchange
to appear and testify, and to respond in writing to interrogatories and furnish documentary
materials and other information requested by the Exchange in connection with (i) an
investigation initiated pursuant to paragraph (a) of this Rule or (i1) a hearing or appeal conducted
pursuant to this Chapter or preparation by the Exchange in anticipation of such a hearing or
appeal. No Exchange Member or Person associated with an Exchange Member shall impede or
delay an Exchange investigation or proceeding conducted pursuant to this Chapter nor refuse to
comply with a request made by the Exchange pursuant to this paragraph. An Exchange Member
or Person Associated with an Exchange Member is entitled to be represented by counsel during
any such Exchange investigation, proceeding or inquiry.

(d) Notice, Statement and Access. Prior to submitting its report, the staff shall notify the
Person(s) who is the subject of the report (hereinafter “Subject”) of the general nature of the
allegations and of the specific provisions of the Act, rules and regulations promulgated
thereunder, or provisions of the Certificate of Organization, Operating Agreement or Rules of the
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Exchange or any interpretation thereof or any resolution of the Board, that appear to have been
violated. To assist a Subject in preparing such a written statement, he or she shall have access to
any documents and other materials in the investigative file of the Exchange that were furnished
by him or her or his or her agents.

(e) Failure to Furnish Information. Failure to furnish testimony, documentary evidence or other
information requested by the Exchange in the course of an Exchange inquiry, investigation,
hearing or appeal conducted pursuant to this Chapter or in the course of preparation by the
Exchange in anticipation of such a hearing or appeal on the date or within the time period the
Exchange specifies shall be deemed to be a violation of this Rule 8.2.

(f) Regulatory Cooperation. No Exchange Member or Person Associated with an Exchange
Member or other Person or entity subject to the jurisdiction of the Exchange shall refuse to
appear and testify before another exchange or other self-regulatory organization in connection
with a regulatory investigation, examination or disciplinary proceeding or refuse to furnish
testimony, documentary materials or other information or otherwise impede or delay such
investigation, examination or disciplinary proceeding if the Exchange requests such testimony,
documentary materials or other information in connection with an inquiry resulting from an
agreement entered into by the Exchange pursuant to subsection (g) of this Rule. The
requirements of this Rule 8.2(f) shall apply when the Exchange has been notified by another self-
regulatory organization of the request for testimony, documentary materials or other information
and the Exchange then requests in writing that an Exchange Member, Person Associated with an
Exchange Member or other Person or entity provide such testimony, documentary materials or
other information. Any Person or entity required to furnish testimony, documentary materials or
other information pursuant to this Rule 8.2(f) shall be afforded the same rights and procedural
protections as that Person or entity would have if the Exchange had initiated the request.

(g) Cooperative Agreements. The Exchange may enter into agreements with domestic and
foreign self-regulatory organizations providing for the exchange of information and other forms
of mutual assistance or for market surveillance, investigative, enforcement or other regulatory
purposes.

Rule 8.3. Expedited Proceeding

Upon receipt of the notification required by Rule 8.2(d), a Subject may seek to dispose of the
matter through a letter of consent signed by the Subject. If a Subject desires to attempt to
dispose of the matter through a letter of consent, the Subject must submit to the staff within
fifteen (15) days from the date of the notification required by Rule 8.2(d) a written notice
electing to proceed in an expedited manner pursuant to this Rule 8.3. The Subject must then
endeavor to reach agreement with the Exchange’s staff upon a letter of consent which is
acceptable to the staff and which sets forth a stipulation of facts and findings concerning the
Subject’s conduct, the violation(s) committed by the Subject and the sanction(s) therefor. The
matter can only be disposed of through a letter of consent if the staff and the Subject are able to
agree upon terms of a letter of consent which are acceptable to the staff and the letter is signed
by the Subject. At any point in the negotiations regarding a letter of consent, either the staff may
deliver to the Subject or the Subject may deliver to the staff a written declaration of an end to the

21



AMSE Rules of Operation Version 1 (Effective March 20, 2014)

negotiations. If the letter of consent is accepted by the CRO, the Exchange may adopt the letter
as its decision and shall take no further action against the Subject respecting the matters that are
the subject of the letter. If the letter of consent is rejected by the CRO, the matter shall proceed
as though the letter had not been submitted. Upon rejection, the Subject will then have fifteen
(15) days to submit a written statement pursuant to Rule 8.2(d). The CRO’s decision to accept or
reject a letter of consent shall be final, and a Subject may not seek review thereof.

Rule 8.4. Charges

(a) Determination Not to Initiate Charges. Whenever it shall appear to the CRO from the
investigation report that no probable cause exists for finding a violation within the disciplinary
jurisdiction of the Exchange, or whenever the CRO otherwise determines that no further
proceedings are warranted, he or she shall issue a written statement to that effect setting forth the
reasons for such finding.

(b) Initiation of Charges. Whenever it shall appear to the CRO that there is probable cause for
finding a violation within the disciplinary jurisdiction of the Exchange and that further
proceedings are warranted, the CRO shall direct the issuance of a statement of charges against
the Respondent specifying the acts in which the Respondent is charged to have engaged and
setting forth the specific provisions of the Act, rules and regulations promulgated thereunder,
Operating Agreement, Exchange Rules, interpretations or resolutions of which such acts are in
violation. A copy of the charges shall be served upon the Respondent in accordance with Rule
8.12.

Rule 8.5. Answer

The Respondent shall have fifteen (15) business days after service of the charges to file a written
answer thereto. The answer shall specifically admit or deny each allegation contained in the
charges, and the Respondent shall be deemed to have admitted any allegation not specifically
denied. The answer may also contain any defense which the Respondent wishes to submit and
may be accompanied by documents in support of his answer or defense. In the event the
Respondent fails to file an answer within the time provided, the charges shall be considered to be
admitted.

Rule 8.6. Hearings

(a) Selection of Hearing Panel. Subject to Rule 8.7, concerning summary proceedings, a hearing
on the charges shall be held before a panel of three (3) hearing officers (the “Hearing Panel”)
appointed by the Chief Executive Officer. Each Hearing Panel shall be comprised as follows: (1)
a professional hearing officer, who shall serve as Chairman of the Hearing Panel, (ii) a hearing
officer who is an Industry Member, and (iii) a hearing officer who is a Member Representative
(each a “Hearing Officer”). Prospective Hearing Officers shall be required to disclose to the
Exchange their employment history for the past ten (10) years, any past or current material
business or other financial relationships with the Exchange or any members of the Exchange, and
any other information deemed relevant by the Exchange. Such disclosures relating to the
particular Hearing Officers selected by the Chief Executive Officer shall be provided to the
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Respondent upon request after the selection of the Hearing Panel. In selecting Hearing Officers
for a particular matter, the Chief Executive Officer should give reasonable consideration to the
prospective Hearing Officers’ professional competence and reputation, experience in the
securities industry, familiarity with the subject matter involved, the absence of bias and any
actual or perceived conflict of interest, and any other relevant factors.

(b) Impartiality of Hearing Officers. When any Hearing Officer considers a disciplinary matter
he or she is expected to function impartially and independently of the staff members who
prepared and prosecuted the charges, Exchange counsel may assist the Hearing Panel in
preparing its written recommendations or judgments. Within fifteen (15) days of the
appointment of the Hearing Panel, the Respondent may move for disqualification of any Hearing
Officer sitting on such Panel based upon bias or conflict of interest. Such motions shall be made
in writing and state with specificity the facts and circumstances giving rise to the alleged bias or
conflict of interest. The motion papers shall be filed with the Hearing Panel and the Secretary of
the Exchange. The Exchange may file a brief in opposition to the Respondent’s motion within
fifteen (15) days of service thereof. The Hearing Panel shall rule upon such motion no later than
thirty (30) days from filing by the Respondent. Prior adverse rulings against the Respondent or
Respondent’s attorney in other matters shall not, in and of themselves, constitute grounds for
disqualification. If the Hearing Panel believes the Respondent has provided satisfactory
evidence in support of the motion to disqualify, the applicable Hearing Officer shall remove
himself or herself and request the Chief Executive Officer to reassign the hearing to another
Hearing Officer such that the Hearing Panel still meets the compositional requirements described
in Rule 8.6(a). If the Hearing Panel determines that the Respondent’s grounds for
disqualification are insufficient, it shall deny the Respondent’s motion for disqualification by
setting forth the reasons for the denial in writing and the Hearing Panel will proceed with the
hearing. The ruling by the Hearing Panel on such motions shall not be subject to interlocutory
review.

(c) Notice and List of Documents. Participants shall be given at least fifteen (15) business days’
notice of the time and place of the hearing and a statement of the matters to be considered
therein. All documentary evidence intended to be presented in the hearing by the Respondent,
the Exchange, or the designated self-regulatory authority must be received by the Hearing Panel
at least eight (8) days in advance of the hearing or it may not be presented in the hearing. The
parties shall furnish each other with a list of all documents submitted for the record not less than
four (4) business days in advance of the hearing, and the documents themselves shall be made
available to the parties for inspection and copying.

(d) Conduct of Hearing. The Hearing Panel shall determine all questions concerning the
admissibility of evidence and shall otherwise regulate the conduct of the hearing. Formal rules
of evidence shall not apply. The charges shall be presented by a representative of the Exchange
or the designated self-regulatory authority who, along with the Respondent, may present
evidence and produce witnesses who shall testify under oath and are subject to being questioned
by the Hearing Panel and opposing parties. The Respondent is entitled to be represented by
counsel who may participate fully in the hearing. A transcript of the hearing shall be made and
shall become part of the record.
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Rule 8.7. Summary Proceedings

Notwithstanding the provisions of Rule 8.6 of this Chapter, the CRO may make a determination
without a hearing and may impose a penalty as to violations which the Respondent has admitted
or charges which the Respondent has failed to answer or which otherwise are not in dispute.
Notice of such summary determination, specifying the violations and penalty, shall be served
upon the Respondent, who shall have ten (10) business days from the date of service to notify the
CRO that he desires a hearing upon all or a portion of any charges not previously admitted or
upon the penalty. Failure to so notify the CRO shall constitute an admission of the violations
and acceptance of the penalty as determined by the CRO and a waiver of all rights of review. If
the Respondent requests a hearing, the matters which are the subject of the hearing shall be
handled in accordance with the hearing and review procedures of this Chapter.

Rule 8.8. Offers of Settlement

(a) Submission of Offer. At any time during the course of any proceeding under this Chapter,
the Respondent may submit to the CRO a written offer of settlement which shall contain a
proposed stipulation of facts and shall consent to a specified penalty. Where the CRO accepts an
offer of settlement, he or she shall issue a decision, including findings and conclusions and
imposing a penalty, consistent with the terms of such offer. Where the CRO rejects an offer of
settlement, he or she shall notify the Respondent and the matter shall proceed as if such offer had
not been made, and the offer and all documents relating thereto shall not become part of the
record. A decision of the CRO issued upon acceptance of an offer of settlement as well as the
determination of the CRO whether to accept or reject such an offer shall become final twenty
(20) business days after such decision is issued, and the Respondent may not seek review
thereof.

(b) Submission of Statement. A Respondent may submit with an offer of settlement a written
statement in support of the offer. In addition, if the staff will not recommend acceptance of an
offer of settlement before the CRO, a Respondent shall be notified and may appear before the
CRO to make an oral statement in support of his/her offer. Finally, if the CRO rejects an offer
that the staff supports, a Respondent may appear before the CRO to make an oral statement
concerning why he/she believes the CRO should change his or her decision and accept
Respondent’s offer, and if Respondent makes such appearance, the staff may also appear before
the CRO to make an oral statement in support of its position. A Respondent must make a request
for such an appearance within five (5) days of being notified that the offer was rejected or that
the staff will not recommend acceptance.

Rule 8.9. Decision

Following a hearing conducted pursuant to Rule 8.6 of this Chapter, the Hearing Panel shall
prepare a decision in writing, based solely on the record, determining whether the Respondent
has committed a violation and imposing the penalty, if any, therefor. The decision shall include
a statement of findings and conclusions, with the reasons therefor, upon all material issues
presented on the record. Where a penalty is imposed, the decision shall include a statement
specifying the acts or practices in which the Respondent has been found to have engaged and
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setting forth the specific provisions of the Act, rules and regulations promulgated thereunder, the
Operating Agreement, Exchange Rules, interpretations or resolutions of which the acts are
deemed to be in violation. The Respondent shall promptly be sent a copy of the decision.

Rule 8.10. Review

(a) Petition. The Respondent shall have ten (10) days after service of notice of a decision made
pursuant to Rule 8.9 of this Chapter to petition for review thereof. Such petition shall be in
writing and shall specify the findings and conclusions to which exceptions are taken together
with reasons for such exceptions. Any objections to a decision not specified by written
exception shall be considered to have been abandoned.

(b) Conduct of Review. The review shall be conducted by the Appeals Committee of the Board.
Unless the Appeals Committee shall decide to open the record for introduction of evidence or to
hear argument, such review shall be based solely upon the record and the written exceptions filed
by the parties. The Appeals Committee’s decision shall be in writing and shall be final.

(c) Review on Motion of Board. The Board may on its own initiative order review of a decision
made pursuant to Rule 8.7, 8.8, or 8.9 of this Chapter within twenty (20) business days after
issuance of the decision. Such review shall be conducted in accordance with the procedure set
forth in paragraph (b) of this Rule.

(d) Review of Decision Not to Initiate Charges. Upon application made by the Chief Executive
Officer within thirty (30) days of a decision made pursuant to Rule 8.4(a) of this Chapter, the
Board may order review of such decision. Such review shall be conducted in accordance with
the procedures set forth in paragraph (b), as applicable.

Rule 8.11. Effective Date of Judgment

Penalties imposed under this Chapter shall not become effective until the review process is
completed or the decision otherwise becomes final. Pending effectiveness of a decision
imposing a penalty on the Respondent, the CRO, Hearing Panel or committee of the Board, as
applicable, may impose such conditions and restrictions on the activities of the Respondent as he,
she or it considers reasonably necessary for the protection of investors, creditors and the
Exchange.

Rule 8.12. Miscellaneous Provisions

(a) Service of Notice. Any charges, notices or other documents may be served upon the
Respondent either personally or by leaving the same at his place of business or by deposit in the
United States post office, postage prepaid, by registered or certified mail addressed to the
Respondent at his last known place of business.

(b) Extension of Time Limits. Any time limits imposed under this Chapter for the submission of

answers, petitions or other materials may be extended by permission of the authority at the
Exchange to whom such materials are to be submitted.
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(c) Reports and Inspection of Books for Purpose of Investigating Complaints. For the purpose of
any investigation or determination as to the filing of a complaint, or any hearing of any
complaint against any Exchange Member or any Person Associated with an Exchange Member,
the Exchange’s staff, CRO, Board or designated self-regulatory organization shall have the right
(1) to require any Exchange Member to report orally or in writing with regard to any matter
involved in any such investigation or hearing, and (2) to investigate the books, records and
accounts of any such Exchange Member with relation to any matter involved in any such
investigation or hearing. No Exchange Member shall refuse to make any report as required in
this Rule, or refuse to permit any inspection of books, records and accounts as may be validly
called for under this Rule.

Rule 8.13. Costs of Proceedings

Any Exchange Member disciplined pursuant to this Chapter shall bear such part of the costs of
the proceedings as the CRO or the Board deems fair and appropriate in the circumstances.

Rule 8.14. Agency Review

Actions taken by the Exchange under this Chapter shall be subject to the review and action of
any appropriate regulatory agency under the Act.

Rule 8.15. Imposition of Fines for Minor Violation(s) of Rules

() In lieu of commencing a disciplinary proceeding as described in Rules 8.1 through 8.13, the
Exchange may, subject to the requirements set forth in this Rule, impose a fine, not to exceed
$2,500, on any Exchange Member, Associated Person of an Exchange Member, or registered-or
non-registered-employee of an Exchange Member, for any violation of a Rule of the Exchange,
which violation the Exchange shall have determined is minor in nature. The Exchange may
aggregate individual violations of particular rules and treat such violations as a single offense,
provided that such aggregation is based upon a comprehensive automated surveillance program.
In other instances, the Exchange may, if no exceptional circumstances are present, impose a fine
based upon a determination that there exists a pattern or practice of violative conduct. The
Exchange also may aggregate similar violations generally if the conduct was unintentional, there
was no injury to public investors, or the violations resulted from a single systemic problem or
cause that has been corrected. Any fine imposed pursuant to this Rule and not contested shall
not be publicly reported, except as may be required by Rule 19d-1 under the Act or as may be
required by any other regulatory authority.

(b) In any action taken by the Exchange pursuant to this Rule, the Person against whom a fine is
imposed shall be served (as provided in Rule 8.12) with a written statement, signed by an
authorized officer of the Exchange, setting forth (i) the Rule or Rules alleged to have been
violated; (i1) the act or omission constituting each such violation; (iii) the fine imposed for each
such violation; and (iv) the date by which such determination becomes final and such fine
becomes due and payable to the Exchange, or such determination must be contested as provided
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in paragraph (d) below, such date to be not less than fifteen (15) business days after the date of
service of the written statement.

(c) If the Person against whom a fine is imposed pursuant to this Rule pays the fine, such
payment shall be deemed to be a waiver by such Person of such Person’s right to a disciplinary
proceeding under Rules 8.1 through 8.13 and any review of the matter by the Appeals
Committee or by the Board.

(d) Any Person against whom a fine is imposed pursuant to this Rule may contest the Exchange’s
determination by filing with the Exchange not later than the date by which such determination
must be contested, a written response meeting the requirements of an Answer as provided in
Rule 8.5 at which point the matter shall become a disciplinary proceeding subject to the
provisions of Rules 8.1 through 8.13. In any such disciplinary proceeding, if the Hearing Panel
determines that the Person charged is guilty of the rule violation(s) charged, the Hearing Panel
shall (i) be free to impose any one or more disciplinary sanctions and (ii) determine whether the
rule violation(s) is minor in nature. The Person charged and the Board of the Exchange may
require a review by the Board of any determination by the Hearing Panel by proceeding in the
manner described in Rule 8.10.

(e) The Exchange shall prepare and announce to its Exchange Members from time to time a
listing of the Exchange Rules as to which the Exchange may impose fines as provided in this
Rule. Such listing shall also indicate the specific dollar amount that may be imposed as a fine
hereunder with respect to any violation of any such Rule or may indicate the minimum and
maximum dollar amounts that may be imposed by the Exchange with respect to any such
violation. Nothing in this rule shall require the Exchange to impose a fine pursuant to this rule
with respect to the violation of any Rule included in any such listing.

Rule 8.16. Ex Parte Communications

(a) Unless on notice and opportunity for all parties to participate:
(1) No Respondent or Exchange staff member shall make or knowingly cause to be made
an ex parte communication relevant to the merits of a proceeding to any Hearing Officer,
any member of the Board of Directors or a member of a committee of the Board who is
participating in a decision with respect to that proceeding (an “Adjudicator”); and
(2) No Adjudicator shall make or knowingly cause to be made to a Respondent or
Exchange staff member an ex parte communication relevant to the merits of that

proceeding.

(b) An Adjudicator who receives, makes, or knowingly causes to be made a communication
prohibited by this Rule shall place in the record of the proceeding:

(1) all such written communications;

(2) memoranda stating the substance of all such oral communications; and

27



AMSE Rules of Operation Version 1 (Effective March 20, 2014)

(3) all written responses and memoranda stating the substance of all oral responses to all
such communications.

(c) If a prohibited ex parte communication has occurred, the Board of Directors or a committee
thereof may take whatever action it deems appropriate in the interests of justice, the policies
underlying the Act, and the Exchange Operating Agreement and Rules, including dismissal or
denial of the offending party’s interest or claim. All participants to a proceeding may respond to
any allegations or contentions contained in a prohibited ex parte communication placed in the
record. Such responses shall be placed in the record.

(d) The prohibitions of this Rule shall apply beginning with the initiation of an investigation as
provided in Rule 8.2(a), unless the Person responsible for the communication has knowledge that
the investigation shall be initiated; in which case the prohibitions shall apply beginning at the
time of his or her acquisition of such knowledge.

CHAPTER IX. ADVERSE ACTION
Rule 9.1. Scope of Chapter

This Chapter provides the procedure for Person(s) who are or are about to be aggrieved by
Adverse Action, including, but not limited to, those Person(s) who have been denied membership
in the Exchange, barred from becoming associated with an Exchange Member, or prohibited or
limited with respect to Exchange services pursuant to the Operating Agreement or the Rules of
the Exchange (other than disciplinary action for which review is provided in Chapter VIII and
from which there is no Exchange review), to apply for an opportunity to be heard and to have the
complained of action reviewed.

Rule 9.2. Submission and Time Limitation on Application to Exchange

A Person who is or will be aggrieved by any action of the Exchange within the scope of this
Chapter and who desires to have an opportunity to be heard with respect to such action shall file
a written application with the Exchange within fifteen (15) business days after being notified of
such action. The application shall state the action complained of and the specific reasons why
the applicant takes exception to such action and the relief sought. In addition, if the applicant
intends to submit any additional documents, statements, arguments or other material in support
of the application, the same should be so stated and identified.

Rule 9.3. Procedure Following Applications for Hearing

(a) Appeals Committee. Applications for hearing and reviewing shall be referred promptly by
the Exchange to the Appeals Committee. A record of the proceedings shall be kept.
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(b) Documents. The Appeals Committee will set a hearing date and shall be furnished with all
materials relevant to the proceedings at least seventy-two (72) hours prior to the date of the
hearing. Each party shall have the right to inspect and copy the other party’s materials prior to
the hearing. Hearings shall be held promptly, particularly in the case of a summary suspension
pursuant to Chapter VII of these Rules.

Rule 9.4. Hearing and Decision

(a) Participants. The parties to the hearing shall consist of the applicant and a representative of
the Exchange who shall present the reasons for the action taken by the Exchange which allegedly
aggrieved the applicant.

(b) Counsel. The applicant is entitled to be accompanied, represented and advised by counsel at
all stages of the proceedings.

(c) Conduct of Hearing. The Appeals Committee shall determine all questions concerning the
admissibility of evidence and shall otherwise regulate the conduct of the hearing. Each of the
parties shall be permitted to make an opening statement, present witnesses and documentary
evidence, cross-examine opposing witnesses and present closing arguments orally or in writing
as determined by the panel. The Appeals Committee also shall have the right to question all
parties and witnesses to the proceeding and a record shall be kept. The formal rules of evidence
shall not apply.

(d) Decision. The decision of the Appeals Committee shall be made in writing and shall be sent
to the parties to the proceeding. Such decisions shall contain the reasons supporting the
conclusions of the panel.

Rule 9.5. Review

(a) Petition. The decision of the Appeals Committee shall be subject to review by the Board
either on its own motion within twenty (20) business days after issuance of the decision or upon
written request submitted by the applicant below, or by the CRO of the Exchange, within fifteen
(15) business days after issuance of the decision. Such petition shall be in writing and shall
specify the findings and conclusions to which exceptions are taken together with the reasons for
such exceptions. Any objection to a decision not specified by written exception shall be
considered to have been abandoned and may be disregarded. Parties may petition to submit a
written argument to the Board and may request an opportunity to make an oral argument before
the Board. The Board shall have sole discretion to grant or deny either request.

(b) Conduct of Review. The review shall be conducted by the Board. The review shall be made
upon the record and shall be made after such further proceedings, if any, as the Board may order.
Based upon such record, the Board may affirm, reverse or modify, in whole or in part, the
decision below. The decision of the Board shall be in writing, shall be sent to the parties to the
proceeding and shall be final.
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Rule 9.6. Miscellaneous Provisions

(a) Service of Notice. Any notices or other documents may be served upon the applicant either
personally or by leaving the same at his place of business or by deposit in the United States post
office, postage prepaid, by registered or certified mail, addressed to the applicant at his last
known business or residence address.

(b) Extension of Time Limits. Any time limits imposed under this Chapter for the submission of
answers, petitions or other materials may be extended by permission of the Exchange. All
papers and documents relating to review by the Appeals Committee or the Board must be
submitted to the Exchange.

Rule 9.7. Agency Review

Actions taken by the Exchange under this Chapter shall be subject to the review and action of
any appropriate regulatory agency under the Act.

CHAPTER X. TRADING RULES
Rule 10.1. Hours of Trading and Trading Days

Orders may be conducted through the Exchange at any time. An Exchange Member shall
determine such times and hours of operation as each deems appropriate-ferits-own-trading

system:.
Rule 10.2. Trading Halts

(a) The Chief Executive Officer or the Board of the Exchange shall have the power to halt,
suspend trading in any and all securities traded through the Exchange, to close some or all
Exchange facilities, and to determine the duration of any such halt, suspension, or closing, when
he deems such action necessary for the maintenance of fair and orderly markets, the protection of
investors, or otherwise in the public interest; including special circumstances such as (1) actual
or threatened physical danger, severe climatic conditions, civil unrest, terrorism, acts of war, or
loss or interruption of facilities utilized by the Exchange, (2) a request by a governmental agency
or official, (3) a period of mourning or recognition for a Person or event; or (4) the operation of
circuit breaker procedures to halt or suspend trading in securities trading through the Exchange.

(b) The Exchange shall further be permitted to halt trading where a determination is made by the
Exchange or an Exchange Member that there are matters relating to the security or issuer that
have not been adequately disclosed to the public, or that there are regulatory problems relating to
the security which should be clarified before trading is permitted to continue. An Exchange
Member shall report to the Exchange any such material event in which it reasonably believes
would warrant the halting of trading of an issuer or security.

Rule 10.3. Transactions and Securities Eligible for Trading
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Any security shall be eligible for trading through the Exchange. Each Exchange Member shall

| take reasonable steps to verify that each transaction subsitsubmitted through its own system is
either registered pursuant to an effective registration statement under the Securities Act of 1933
or exempt from registration thereunder. Prior to the initial or resumption of quotations in a
security, aan Exchange Member shall further comply with the requirements set forth in Rule
15c2-11 of the Act, except such requirement that would otherwise limit the rule’s application or
require registration as a Broker or Dealer.

Rule 10.4. Access

The System shall be available for use by all Exchange Members.

Rule 10.5. Off-Order-Book Trades

All transactions on the Exchange shall be on an off-order-book trading basis. Each Member
shall maintain its own automated matching system or electronic order book. However, the Rules
of the Exchange will apply to all transactions conducted by an Exchange Member. All Exchange
Member trades are subject to reporting to the Exchange in accordance with the provisions of

| Rule 10.610.

Rule 10.6. Orders and Modifiers.

Participants may enter, through an Exchange Member, the following orders into the System:

(a) General Order Types.

(D Limit Order. An order to buy or sell a stated amount of a security at a specified
price or better. A limit order to buy or sell will remain active until executed or cancelled
by the Participant. Limit orders may be entered in odd or mixed lots.

2) Market Order. An order to buy or sell a stated amount of a security at a specified
price on an Exchange Member’s electronic order book. A market order to buy or sell
shall be immediately executed or cancelled. Market orders may be entered in odd or
mixed lots.

(b) Other Types of Orders and Order Modifiers.

() Post Only Order. An order that is to be ranked and executed on the Exchange
Member'’s electronic order book or cancelled, as appropriate, without routing away to
another Exchange Member’s electronic order book.

2) Destination Specific Order. An order that instructs the System to route the order
to a specified Exchange Member’s electronic order book other than the order book in
which it was entered.
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Rule 10.7. Units of Trading.

One hundred (100) shares shall constitute a “round lot.” any amount less than one hundred (100)
shares shall constitute an “odd lot.” and any amount greater than on hundred (100) shares, that is
not a multiple of a round lot, shall constitute a “mixed lot.”

Rule 10.8. Priority of Orders: Display of Quotations.

(a) Ranking. Orders of Participants shall be ranked and maintained in the Exchange Member’s
electronic order book based on the following priority:

(1) The highest-priced order to buy (or lowest-priced order to sell) shall have priority
over all other orders to buy (or orders to sell) in all cases.

2) Subject to the execution process described below, where orders to buy (or sell) are
made at the same price, the order clearly established as the first entered into the System at
such particular price shall have precedence at that price.

(3) Any modification to an order, including an increase in the size of the order and/or
price change, will result in such order losing priority as compared to other orders and the
timestamp for such order being revised to reflect the time of the modification.

(b) Dissemination. All order(s) to buy and order(s) to sell and the aggregate size of such orders
associated with such prices shall be collected and made available to the Exchange for public
dissemination, unless such dissemination would otherwise serve to deprive reliance upon an
exemption from registration under the Securities Act of 1933,

(a) Orders shall be matched for execution pursuant to the instructions of the Participant, as
provided in Rule 10.6. and on such Exchange Member’s electronic order book, unless designated
as a Destination Specific Order and routed to another Exchange Member’s electronic order book.

(1 An incoming order to buy will be automatically executed to the extent that it is
priced at an amount that equals or exceeds any order to sell.

2) An incoming order to sell will be automatically executed to the extent that it is
priced at an amount that equals or is less than any other order to buy.

(b) Pursuant to Rule 10.6(b), an order shall be designated as a Post Only Order or a Destination
Specific Order. A Destination Specific Order will be routed to the Exchange Member’s
electronic order book designated and entered as a Limit Order or Market Order in accordance
with Rule 10.6(a).

(¢) All orders shall only be executed in their entirety.
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(d) Priority and Execution of Routed Orders. Orders routed by the System will receive the <

priority when such order is received by the recipient Exchange Member for execution. Once
routed by the System, an order becomes subject to the rules and procedures of the destination
Exchange Member, including, but not limited to, procedures for clearance and settlement.

A -

Rule 10.10. Trade Reports
(a) Trade repertreports to the Exchange must contain the following information, at a minimum:

(1) identification of the Exchange Member;

(2) identification of both the purchaser and seller of the security;

(3) time of the transaction;

(4) the issuer and description of the securities transacted;

(5) quantity and purchase price;

(6) description of the manner of clearance (central counterparty or not);

(7) time period contracted for settlement; and the

(8) designated transfer and bank escrow agent or the Qualified Clearing Agency.

(b) Trade reports shall be submitted to the Exchange on a daily basis and at such time intervals as
determined or requested by the Exchange.

Rule 10.711. Trades Involving a Central Counterparty

For transactions conducted by an Exchange Member with a central counterparty, the central
counterparty shall conclude two separate contracts: one with the buying partieipantParticipant as
the seller, and one with the selling partieipantParticipant as the buyer. Any central counterparty
shall be a Qualified Clearing Agency.

Rule 10.812. Trades not Involving a Central Counterparty

(a) For transactions conducted by an Exchange Member without a central counterparty, a trade
shall give rise to a direct contractual relationship between the partieipantsParticipants concerned.
The contracting parties shall bear the counterparty risk.

(b) The Exchange Member shall take reasonable measures to protect funds and securities,
including the appointment of a bank escrow agent and appropriate procedures for the registration
and transfer of securities.

Rule 10.913. Clearance and Settlement; Anonymity

(a) Each Exchange Member must either (1) be a member of a Qualified Clearing Agency, or (2)

permit the entry of transactions directly between eustemersParticipants of the Exchange
Member.
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(b) Exchange Members are prohibited from taking possession, custody, or control of
eustomerParticipant funds or securities. For any transactions conducted without the use of a
Qualified Clearing Agency, eustemerParticipant funds must be directed for deposit by escrow to
a bank, as defined in Section 3(a)(6) of the Act. Disbursement of funds shall only be made
following confirmation of transfer and registration of securities and directly by such bank to the
seller of the securities; with appropriate offset for applicable Exchange Member fees.

Rule 10.1014. Price Variations

(a)-Bids, offers, orders or indications of interests in securities traded by the Exchange Member
shall not be made in an increment smaller than $0.01.

Rule 10.1115. Short Sales

Short sales shall be prohibited by Exchange Members. Exchange Members shall take reasonable
measures to assure that any securities quoted for trading are fully-paid and registered to the
seller.

Rule 10.1216. Limitation of Liability

(a) NEITHER THE EXCHANGE NOR ITS AGENTS, EMPLOYEES, CONTRACTORS,
OFFICERS, DIRECTORS, SHAREHOLDERS, COMMITTEE MEMBERS OR AFFILIATES
(“EXCHANGE RELATED PERSONS”) SHALL BE LIABLE TO ANY USER OR
EXCHANGE MEMBER, OR SUCCESSORS, REPRESENTATIVES OR
CUSTOMERSPARTICIPANTS THEREOF, OR ANY PERSON(S) ASSOCIATED
THEREWITH, FOR ANY LOSS, DAMAGES, CLAIM OR EXPENSE:

(1) GROWING OUT OF THE USE OR ENJOYMENT OF ANY FACILITY OF THE
EXCHANGE, INCLUDING, WITHOUT LIMITATION, THE SYSTEM; OR

(2) ARISING FROM OR OCCASIONED BY ANY INACCURACY, ERROR OR
DELAY IN, OR OMISSION OF OR FROM THE COLLECTION, CALCULATION,
COMPILATION, MAINTENANCE, REPORTING OR DISSEMINATION OF ANY
INFORMATION DERIVED FROM THE SYSTEM OR ANY OTHER FACILITY OF
THE EXCHANGE, RESULTING EITHER FROM ANY ACT OR OMISSION BY THE
EXCHANGE OR ANY EXCHANGE RELATED PERSON, OR FROM ANY ACT
CONDITION OR CAUSE BEYOND THE REASONABLE CONTROL OF THE
EXCHANGE OR ANY EXCHANGE RELATED PERSON, INCLUDING, BUT NOT
LIMITED TO, FLOOD, EXTRAORDINARY WEATHER CONDITIONS,
EARTHQUAKE OR OTHER ACTS OF GOD, FIRE, WAR, TERRORISM,
INSURRECTION, RIOT, LABOR DISPUTE, ACCIDENT, ACTION OF
GOVERNMENT, COMMUNICATIONS OR POWER FAILURE, OR EQUIPMENT
OR SOFTWARE MALFUNCTION.

(b) EACH EXCHANGE MEMBER EXPRESSLY AGREES, IN CONSIDERATION OF THE
ISSUANCE OF ITS MEMBERSHIP IN THE EXCHANGE, TO RELEASE AND
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DISCHARGE THE EXCHANGE AND ALL EXCHANGE RELATED PERSON(S) OF AND
FROM ALL CLAIMS AND DAMAGES ARISING FROM THEIR ACCEPTANCE AND USE
OF THE FACILITIES OF THE EXCHANGE (INCLUDING, WITHOUT LIMITATION, THE
SYSTEM).

(c) NEITHER THE EXCHANGE NOR ANY EXCHANGE RELATED PERSON MAKES
ANY EXPRESS OR IMPLIED WARRANTIES OR CONDITIONS TO USERS AS TO
RESULTS THAT ANY PERSON OR PARTY MAY OBTAIN FROM THE SYSTEM FOR
TRADING OR FOR ANY OTHER PURPOSE, AND ALL WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, TITLE,
AND NON-INFRINGEMENT WITH RESPECT TO THE SYSTEM ARE HEREBY
DISCLAIMED.

CHAPTER XI. TRADING PRACTICE RULES
Rule 11.1. Market Manipulation

No Exchange Member shall execute or cause to be executed or participate in an account for
which there are executed purchases of any security at successively higher prices, or sales of any
security at successively lower prices, for the purpose of creating or inducing a false, misleading
or artificial appearance of activity in such security through the Exchange or for the purpose of
unduly or improperly influencing the market price for such security or for the purpose of
establishing a price which does not reflect the true state of the market in such security.

Rule 11.2. Fictitious Transactions

No Exchange Member, for the purpose of creating or inducing a false or misleading appearance
of activity in a security traded through the Exchange or creating or inducing a false or misleading
appearance with respect to the market in such security shall:

(a) execute any transaction in such security which involves no change in the beneficial
ownership thereof,

(b) enter any order or orders for the purchase of such security with the knowledge that an
order or orders of substantially the same size, and at substantially the same price, for the
sale of such security, has been or will be entered by or for the same or different parties, or

(c) enter any order or orders for the sale of any such security with the knowledge that an
order or orders of substantially the same size, and at substantially the same price, for the
purchase of such security, has been or will be entered by or for the same or different
parties.

Rule 11.3. Manipulative Transactions

(a) No Exchange Member shall participate or have any interest, directly or indirectly, in the
profits of a manipulative operation or knowingly manage or finance a manipulative operation.
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(b) Any pool, syndicate or joint account organized or used intentionally for the purpose of
unfairly influencing the market price of a security shall be deemed to be a manipulative
operation.

(c) The solicitation of subscriptions to or the acceptance of discretionary orders from any such
pool, syndicate or joint account shall be deemed to be managing a manipulative operation.

Rule 11.4. Dissemination of False Information

No Exchange Member shall make any statement or circulate and disseminate any information
concerning any security traded through the Exchange which such Exchange Member knows or
has reasonable grounds for believing is false or misleading or would improperly influence the
market price of such security.

Rule 11.5. Customer Participant Priority

(a) No Exchange Member shall (i) personally buy or initiate the purchase of any security traded
through the Exchange for its own account or for any account in which it or any Associated
Person of the Exchange Member is directly or indirectly interested while such Exchange
Member holds or has knowledge that any Person associated with it holds an unexecuted market
order to buy such security in the unit of trading for a eustererParticipant, or (ii) sell or initiate
the sale of any such security for any such account while it personally holds or has knowledge
that any Person associated with it holds an unexecuted market order to sell such security in the
unit of trading for a eustemerParticipant.

(b) No Exchange Member shall (i) buy or initiate the purchase of any such security for any
account in which it or any Associated Person of the Exchange Member is directly or indirectly
interested at or below the price at which it personally holds or has knowledge that any Person
associated with it holds an unexecuted limit order to buy such security in the unit of trading for a
eustomerParticipant or (i) sell or initiate the sale of any such security for any such account at or
above the price at which it personally holds or has knowledge that any Person associated with it
holds an unexecuted limit order to sell such security in the unit of trading for a
eustomerParticipant.

Rule 11.6. Joint Activity

No Exchange Member, directly or indirectly, shall hold any interest or participation in any joint
account for buying or selling in a security traded through the Exchange, unless such joint account
is promptly reported to the Exchange. The report should contain the following information for
each account: (a) the name of the account, with names of all partieipantsParticipants and their
respective interests in profits and losses; (b) a statement regarding the purpose of the account; (c)
the name of the Exchange Member; and (d) a copy of any written agreement or instrument
relating to the account.
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Rule 11.7. Trade Shredding

No Exchange Member or Associated Person of an Exchange Member may engage in “trade
shredding”. Trade shredding is conduct that has the intent or effect of splitting any order into
multiple smaller orders for execution or any execution into multiple smaller executions for the
primary purpose of maximizing a monetary or in-kind amount to be received by the Exchange
Member or Associated Person of an Exchange Member as a result of the execution of such
orders or the transaction reporting of such executions. For purposes of this Rule 11.7,
“monetary or in-kind amount” shall be defined to include, but not be limited to, any credits,
commissions, gratuities, payments for or rebates of fees, or any other payments of value to the
Exchange Member or Associated Person of an Exchange Member.

Rule 11.8. Best Execution

In executing eustemerParticipant orders, an Exchange Member is not a guarantor of “best
execution” but must use the care of a reasonably prudent Person in the light of all circumstances
deemed relevant by the Exchange Member and having regard for the Exchange Member’s
judgment and experience. However, the provisions of this Rule 11.8 shall not apply where a
eustomerParticipant initiates an unsolicited trade at a specified price on a designated trading
platform, including that of a trading system operated by the Exchange Member.

Rule 11.9. Publication of Transactions and Changes

(a) The Exchange shall cause to be disseminated for publication all last sale price reports of
transactions executed through the facilities of the Exchange pursuant to the requirements of an
effective transaction reporting plan approved by the Commission, unless otherwise exempted
from the requirement.

(b) To facilitate the dissemination of such last sale price reports, each Exchange Member shall
cause to be reported to the Exchange, as promptly as possible after execution, all information
concerning each transaction required by the Exchange.

(c) An official of the Exchange shall approve any corrections to reports transmitted.
CHAPTER XII. MISCELLANEOUS PROVISIONS

Rule 12.1. Comparison and Settlement Requirements

(a) Every Exchange Member shall implement comparison and settlement procedures for the
clearance of funds and securities in accordance with the Rules of the Exchange.

(b) Where clearing is facilitated by a third-party Qualified Clearing Agency, such must agree to
supply the Exchange with data reasonably requested in order to permit the Exchange to enforce
compliance by its Exchange Members with the provisions of the Act, the rules and regulations
thereunder, and the Rules of the Exchange.
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Rule 12.2. Short Sale Borrowing Prohibition
Short sale borrowing shall be prohibited by Exchange Members.
Rule 12.3. Registering Securities in Name of Exchange Member Prohibited

An Exchange Member may not register any eustemerParticipant securities in the name of such
Exchange Member.

Rule 12.4. Off-Exchange Transactions Prohibited

Exchange Members shall effect transactions solely through the Exchange, but shall be permitted
to operate their own electronic order books and automated matching systems. However, such
prohibition shall not extend to transactions effected on a registered national securities exchange
under the Act or where such Exchange Member is also a member of another self-regulatory
organization and such transactions remain on the books and records of such organization for
review.

Rule 12.5. Regulatory Services Agreements

The Exchange may enter into one or more agreements with another self-regulatory organization
to provide regulatory services to the Exchange to assist the Exchange in discharging its
obligations under Section 6 and Section 19(g) of the Act. Any action taken by another self-
regulatory organization, or its employees or authorized agents, acting on behalf of the Exchange
pursuant to a regulatory services agreement shall be deemed to be an action taken by the
Exchange; provided, however, that nothing in this provision shall affect the oversight of such
other self-regulatory organization by Commission. Notwithstanding the fact that the Exchange
may enter into one or more regulatory services agreements, the Exchange shall retain ultimate
legal responsibility for, and control of, its self-regulatory responsibilities, and any such
regulatory services agreement shall so provide.

CHAPTER XIII. SECURITIES AUTHORIZED FOR TRADING
Rule 13.1. Authorization for Trading Application

(a) An application for the authorization of the trading of securities through the Exchange shall be
made in such form as the Exchange prescribes.

(b) An application for authorization of the trading of securities through the Exchange shall be
submitted by an Exchange Member and following an Exchange Member’s review of compliance
with these rulesRules. The contents of the application shall be the responsibility of the issuer,
although an Exchange Member shall have a reasonable basis to believe that the issuer is
complying with the Rules of the Exchange and the rules and regulations of the Act.
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Rule 13.2. Designated Disclosure Advisor

(ba) An application for trading authorization shall be reviewed and approved by a Designated
Disclosure Advisor prior to submission to the Exchange. For purposes of this Section, a
“Designated Disclosure Advisor” shall be an attorney admitted to practice law or a certified
public accountant, in good standing, within any state or territory of the United States.

(eb) A Designated Disclosure Advisor shall submit, at the time an application to an Exchange
Member is made, attesting that the Designated Disclosure Advisor has conducted such review as
he or she has deemed necessary to verify that all material facts have been disclosed and/or that
no material omissions of fact exist in the issuer’s application.

(éc) A Designated Disclosure Advisor must submit to jurisdiction before the Exchange and the
Exchange may revoke such Designated Disclosure Advisor’s right of representation of an issuer
or practice before the Exchange where the Exchange, in its discretion, deems the continued
representation or practice to be contrary to the interests of the investing public or the fair
functioning of the markets.

(ed) To be submitted to the Exchange along with the issuer’s application are the following
documents: (i) offering memorandum; (ii) the issuer’s articles of incorporation or organization
and by-laws or operating agreement (or equivalent documentation); (iii) the Designated
Disclosure Advisor’s Attestation; and (iv) a Declaration of the issuer in such form as the
Exchange may preseribeprescribe. An application for authorization for trading should be
submitted to the Exchange Member and then forwarded to the Exchange prior to the
dissemination of quotations.

Rule 13.3. Amendments to Application and Continuing Disclosure
(a) An issuer shall have the opportunity to cure defects in the application.

(b) An issuer shall make amendments to the application promptly, as the circumstances so
provide, and to assure the public dissemination of adequate current information of the issuer and
its securities authorized for trading. Disclosure shall be made either by filing an amendment to
the issuer’s application and/or continuing disclosure requirements or by filing a supplemental
disclosure of material information.

(c) Within thirty (30) days following the expiration of each calendar quarter of the issuer’s fiscal
year and sixty (60) days following the expiration of the issuer’s calendar year, the Designated
Disclosure Advisor shall renew its attestation that he or she has conducted such review as he or
she has deemed necessary to verify that all material facts have been publicly disclosed and/or
that no material omissions of fact exist in the issuer’s continuing disclosures.

Rule 13.4. Unlisted Trading Privileges

(a) Notwithstanding the requirements set forth in these Rules, the Exchange may extend unlisted
trading privileges to any equity security that is listed on arethera national securities exchange or
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with respect to which unlisted trading privileges may otherwise be extended in accordance with
Section 12(f) of the Act. Any such security will be subject to all Exchange trading+rulesRules
applicable to securities, unless otherwise noted.

(b) An application for unlisted trading privileges shall be made by the Exchange Member to the
Exchange and prior to the dissemination or quotations. The Exchange shall have sole discretion
as to whether to permit the trading of any particular security by Exchange Members in
accordance with these unlisted trading privileges.

CHAPTER XIV. CONDITIONS ON EXEMPTION FROM REGISTRATION AS A
NATIONAL SECURITIES EXCHANGE

(a) As a condition of operation of the Exchange under an exemption from registration under the
Act based on low volume, the Exchange shall provide the following to the Commission on
request: (1) records regarding the identity of Exchange Members and the identity of those denied
participation in the Exchange and the reason for such denial, as well as a description of the
reason for terminating any former Exchange Member's right to use the System; (2) records
regarding daily summaries of trading and time-sequenced records of each transaction involving
an Exchange Member; (3) information disseminated to Exchange Members, such as quotation
and transaction information regarding securities traded through Exchange, as well as market
notices to Exchange Members and other communications (such as changes to the Rules); (4)
daily dollar value transactions, and daily share volume of business transacted through the
Exchange; (5) a list of securities for which orders are accepted; and (6) copies of Exchange
Member applications and criteria standards for selection used by the Exchange.

(b) The Exchange shall provide thirty (30) days prior notice to the Commission of any material
changes in the operation of the System.

(c) The Exchange shall supply to the Commission, on a quarterly basis within thirty (30) days of
the end of each calendar quarter: total volume and average daily volume of transactions effected
through the System during the period and year-to-date aggregates of these numbers, expressed in
(a) number of units of securities (for transactions in stock, number of ordinary shares; for
transactions in securities other than stock, other appropriate commonly used measure of value of
such securities); (b) number of transactions; and (c) monetary value for transactions in securities
other than stock.

CHAPTER XV. DUES, FEES, ASSESSMENTS AND OTHER CHARGES:; EFFECTIVE
DATE REGUEATON-ATS:

- - ﬂ Formatte

40



Version 1 (Effective March 20, 2014)

AMSE Rules of Operation

et
=]
]
£
=
o
LL

color: Acct

41



AMSE Rules of Operation Version 1 (Effective March 20, 2014)

Formatte
+ Level: 1
Start at: 1
+ Indent :

e ~ {Formate




Version 1 (Effective March 20, 2014)

AMSE Rules of Operation

43



AMSE Rules of Operation Version 1 (Effective March 20, 2014)

PBAHE

Rule16-1: Authority to Prescribe Dues, Fees, Assessments and Other Charges

(a) Generally. The Exchange may prescribe such reasonable dues, fees, assessments or other
charges as it may, in its discretion, deem appropriate. Such dues, fees, assessments and charges
may include membership dues, transaction fees, communication and technology fees, regulatory
charges, listing fees, and other fees and charges as the Exchange may determine. All such dues,
fees and charges shall be equitably allocated among Exchange Members, issuers and other
Person(s) using the Exchange’s facilities.

(b) Regulatory Transaction Fee. Under Section 31 of the Act, the Exchange must pay certain
fees to the Commission. To help fund the Exchange’s obligations to the Commission under
Section 31, this Regulatory Transaction Fee is assessed to Members. To the extent there may be
any excess monies collected under this Rule, the Exchange may retain those monies to help fund
its general operating expense. Each Exchange Member engaged in executing transactions
through the Exchange shall pay, in such manner and at such times as the Exchange shall direct, a
Regulatory Transaction Fee equal to (i) the rate determined by the Commission to be applicable
to covered sales occurring through the Exchange in accordance with Section 31 of the Act
multiplied by (i) the Exchange Member’s aggregate dollar amount of covered sales occurring
through the Exchange during any computational period.

44
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Exhibit C - For each subsidiary or affiliate of the applicant, and for any entity with whom
the applicant has a contractual or other agreement relating to the operation of an
electronic trading system to be used to effect transactions on the exchange (“System”),
provide the following information: 1. Name and address of organization. 2. Form of
organization (e.g., association, corporation, partnership, etc.). 3. Name of state and statute
citation under which organized. Date of organization in present form. 4. Brief description
of nature and extent of affiliation. 5. Brief description of business or functions. Description
should include responsibilities with respect to operation of the System and/or execution,
reporting, clearance, or settlement of transactions in connection with operation of the
System. 6. A copy of the constitution. 7. A copy of the articles of organization or association
including all amendments. 8. A copy of existing by-laws or corresponding rules or
instruments. 9. The name and title of the present officers, governors, members of all
standing committees, or persons performing similar functions. 10. An indication of whether
such business or organization ceased to be associated with the applicant during the
previous year, and a brief statement of the reasons for termination of the association.

There are currently no subsidiaries or affiliates of the Company, or any entity with whom the
Company has a contractual or other agreement, relating to the operation of the System.
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As of January 5, 2015

Exhibit D - For each subsidiary or affiliate of the exchange, provide unconsolidated
financial statements for the latest fiscal year. Such financial statements shall consist, at a
minimum, of a balance sheet and an income statement with such footnotes and other
disclosures as are necessary to avoid rendering the financial statements misleading. If any
affiliate or subsidiary is required by another Commission rule to submit annual financial
statements, a statement to that effect, with a citation to the other Commission rule, may be
provided in lieu of the financial statements required here.

Not applicable.
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Exhibit E - Describe the manner of operation of the System. This description should
include the following: (1) the means of access to the System, (2) Procedures governing entry
and display of quotations and orders in the System, (3) Procedures governing the
execution, reporting, clearance and settlement of transactions in connection with the
System; (4) Proposed fees, (5) Procedures for ensuring compliance with System usage
guidelines, (6) The hours of operation of the System, and the date on which applicant
intends to commence operation of the System, (7) Attach a copy of the users’ manual, (8) If
applicant proposes to hold funds or securities on a regular basis, describe the controls that
will be implemented to ensure safety of those funds or securities.

A. Introduction

The Automated Matching System Exchange, LLC. (“Exchange” or “Company”’) proposes to
conduct business in reliance upon an exemption from registration as a national securities

will be required to create such facilities as the Exchange deems proper for compliance with the
Exchange’s Operating Agreement, Rules of Operation, and the Securities Exchange Act of 1934
(“Act”). The Exchange seeks to establish itself as a centralized marketplace for automated
matching systems which process securities registered, or exempt from the registration
requirements, on an unsolicited basis. Members of the Exchange will be prohibited from taking
possession of eustomerParticipant funds or securities and will further be prohibited from the
extension of credit to or sharing in profits with any eustemerParticipant. There will be no
physical Exchange trading floor, centralized order book, or specialists or market makers with
affirmative and negative market making obligations.

Membership in the Exchange will be open to any Breker-erDealerregistered-underSeetion
15(b)-efthe Exchange-Aet.Person who completes the membership application and meets such
conditions as the Exchange, under the direction of the Commission, prescribes. There will only
be one class of membership, with all Exchange Members enjoying the same rights and privileges
on the Exchange. Exchange Members will be subject to fees for orders executed through the
Exchange as set forth in the Rules of the Exchange or as may otherwise be determined by the
Board of Directors of the Exchange from time-to-time. Exchange memberships will not be
transferable except in the event of a change in control of an Exchange Member, and such transfer
will be subject to the written consent of the Exchange, and to any conditions to such transfers
imposed by the Exchange. The Exchange currently does not contemplate charging a fee for
membership in the Exchange, but will establish a tiered fee-schedule based on the dollar value of
each transaction.

This exhibit describes, in summary form, the proposed operation of the Exchange. A more
detailed description of the proposed Exchange is set forth in the proposed Operating Agreement
and Rules of the Exchange.

B. Exemption from Registration as an Exchange on Limited Transaction Volume.

- f Formatte



AMSE — Exhibits to Application
As of October 28,2014
As of January 5, 2015

The Company is applying for an exemption from the registration requirement as a national
securities exchange under Section 5 of the Act by reason of the limited volume of transactions
proposed to be effected on such exchange. The Company intends to comply with such
restrictions as the Commission deems necessary or appropriate for the protection of investors,
including that of maintaining transaction volume below that of the registered national securities
exchange with the lowest transaction volume.

C. Transaction Reporting

The Company is not a participant to the Joint Self-Regulatory Organization Plan Governing the
Collection, Consolidation, and Dissemination of Quotation and Transaction Information. As
such, Exchange Members shall not trade in Nasdaq Global Market or Nasdaq Capital Market
securities or such other securities as are subject to an Effective Transaction Reporting Plan for

which the Company is not a participant-unless-otherwise-in-compliance-with-Regulation ATS-and
e e e e

An Exchange Member shall report trades to the Exchange and such reports must contain the
following information, at a minimum: (1) identification of the Exchange Member: (2)
identification of both the purchaser and seller of the security; (3) time of the transaction;

(4) the 1ssuer and description of the securities transacted; (5) quantity and purchase price;

(6) description of the manner of clearance (central counterparty or not); (7) time period
contracted for settlement; and the (8) designated transfer and bank escrow agent or the Qualified
Clearing Agency. Trade reports shall be submitted to the Exchange on a daily basis and at such
time intervals as determined or requested by the Exchange.

Transaction reporting for-ether securities will be made publicly available and free of charge.
Copies of such reports will also be filed with the Commission.

D. Access to the Exchange and-Entry-and Display-ef Quotations-and-Orders
4---- ﬁ Formatte

E*ehaﬂg%Dlrect access to the Exchange is available to Exchange Members at an internet

protocol address maintained by the Exchange. Exchange Members will be responsible for

having procedures reasonably designed for safeguarding access to their systems, transaction

reporting to the Exchange, and for notifying the Exchange upon learning that such safeguards

have been compromised. | Formatte
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Orders to the Exchange may only be entered though Exchange Members. All transactions on the
Exchange shall be on an off-order-book trading basis. Each Member shall maintain its own
automated matching system or electronic order book. However, the Rules of the Exchange will
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apply to all transactions conducted by an Exchange Member. A Participant may enter his or her
order to purchase or sell a security through the electronic order book maintained by the
Exchange Member. An Exchange Member may only accept unsolicited electronic orders and
may not take an order in any other medium other than the website operated by that Exchange
Member.

Orders entered into the Exchange must either be (i) an order to buy or sell a stated amount of a
security at a specified price or better (“limit order”) or (ii) an order to buy or sell a stated
amount of a security at a specified price on an Exchange Member’s electronic order book
(“market order”). A limit order to buy or sell will remain active until executed or cancelled by
the Participant. Limit orders may be entered in odd or mixed lots. A market order to buy or sell
shall be immediately executed or cancelled. Market orders may also be entered in odd or mixed
lots. All securities will be traded in decimals on the Exchange.

Orders may be designated as “Post Only Orders” and such order is to be ranked and executed
on the Exchange Member’s electronic order book or cancelled, as appropriate, without routing
away to another Exchange Member’s electronic order book. Orders may also be designated as a
“Destination Specific Order” and such is an order that instructs AMSE’s System to route the
order to a specified Exchange Member’s electronic order book other than the order book in
which it was entered. The Participant shall have sole discretion on whether to designate an order
as Post Only or Destination Specific.

Consolidated quotations must be displayed to all Participants. AMSE will operate a consolidated
quotation system which will display all outstanding offers for the purchase or sale of securities.
Where applicable to preserve an exemption from registration under the Securities Act of 1933,
quotations may be restricted to those Participants who are authorized to view them.

Orders of Participants shall be ranked and maintained in the Exchange Member’s electronic
order book based on the following priority: (1) the highest-priced order to buy (or lowest-priced
order to sell) shall have priority over all other orders to buy (or orders to sell) in all cases; (2)
subject to the execution process described below, where orders to buy (or sell) are made at the
same price, the order clearly established as the first entered into the System at such particular
price shall have precedence at that price; (3) any modification to an order, including an increase
in the size of the order and/or price change, will result in such order losing priority as compared
to other orders and the timestamp for such order being revised to reflect the time of the
modification.

F. Execution, Reporting, Clearance and Settlement Procedures

be required to create such facilities as the Exchange deems proper for compliance with the

Exchange’s Operating Agreement, Rules of Operation, and the Act. Trades shall occur when an
order to buy and an order to sell match on the Exchange Member’s electronic order book-, or are
otherwise routed between the order books of two Exchange Members. Each Exchange Member
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shall adeptrulesto-governcomply with the Exchange Rules of Operation on the execution and
priority of orders.

The Exchange will bring together orders for multiple buyers and sellers and such will be done by
the use of consolidated quotation systems which effect transactions for multiple buyers and
sellers. The consolidated quotation systems will display, or otherwise represent, trading interests
entered on the AMSE systemSystem to its systemSystem users. AMSE maywill use a
centralized order router which wewldwill match trading interests on the electronic order book of
one memberExchange Member with the trading interests on the electronic order book of a
second memberExchange Member.

Orders shall be matched for execution pursuant to the instructions of the Participant, as provided
in Rule 10.6, and on such Exchange Member’s electronic order book, unless designated as a
Destination Specific Order and routed to another Exchange Member’s electronic order book. An
incoming order to buy will be automatically executed to the extent that it is priced at an amount
that equals or exceeds any order to sell. An incoming order to sell will be automatically
executed to the extent that it is priced at an amount that equals or is less than any other order to
buy. Pursuant to Rule 10.6(b), an order shall be designated as a Post Only Order or a Destination
Specific Order. A Destination Specific Order will be routed to the Exchange Member’s
electronic order book designated and entered as a Limit Order or Market Order in accordance
with Rule 10.6(a). All orders shall only be executed in their entirety. Orders routed by the
System will receive the priority when such order is received by the recipient Exchange Member
for execution. Once routed by the System, an order becomes subject to the rules and procedures
of the destination Exchange Member, including, but not limited to, procedures for clearance and
settlement.

Pursuant to Rules 10.711 through 10.913 of the Exchange, Exchange Members will be required
to either use the services of a Qualified Clearing Agency or establish procedures to facilitate the
clearance and settlement of transactions in compliance with the Act and without taking
possession, custody, or control of funds or securities. Transactions may be processed with or
without a central counterparty, but Exchange Members will be required to establish procedures
to safeguard funds and securities where a central clearing agent is not used, such as the
designation of a bank to serve as escrow agent pending registration and transfer.

FG. Exchange Fees

Fees Generally. The Exchange currently does not propose to charge a fee for Exchange
membership. Instead, the Exchange will set forth a schedule of fees to be assessed on a per order
basis and based upon the dollar value of each particular transaction conducted through the
Exchange. All Exchange Members will be assessed fees in accordance with the uniform
schedule of Exchange Feesfees.

Exchange Members will be solely responsible for all telecommunications costs and all other
expenses incurred in linking to, and maintaining links to, the Exchange. The Exchange may
determine to revise or impose different fees upon its Members from time-to-time.
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GH. Procedures for Ensuring Compliance with Exchange Usage Guidelines

An Exchange Member may begin trading only after the Exchange is satisfied that both the
Exchange Member’s hardware and software meet the Exchange’s standards and that the system
is structured for compliance with the Act. All costs incurred in making such determination shall
be borne by the Exchange Member. Exchange Members also must agree to maintain an adequate
connection to the Exchange, as defined from time-to-time, that includes a connection of
sufficient speed and equipment of minimum quality.

HI. Hours of Operation and Proposed Commencement of the Exchange

Exchange Members will have discretion to operate their systems at any time and from time to
time.

The Exchange proposes to commence operations upon the Commission’s approval of its Form 1
Application for Registration as a National Securities Exchange, or pursuant to an exemption
from registration therefrom.

1J. Exchange User Manual

Exchange Members will be provided with the Exchange’s technical specifications, which will
enable them to develop or purchase their own, customized front-end software for interfacing with
the Exchange and developing unique trading systems. The Exchange will require that a copy of
each Exchange Member’s user manual be submitted for review as a condition of approval to
commence operations. The user manualsmanual will describe the Exchange Member’s technical
specifications and will provide usersParticipants additional information that the Exchange
believes will be useful to such person(s) for trading on the Exchange.

JK. Possession of Funds or Securities

Neither the Exchange nor any Exchange Member will be permitted to hold funds or securities.
Procedures for Clearing and Settlement are incorporated from paragraph EF of this Exhibit “E.”
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Exhibit F - A complete set of all forms pertaining to: (1) Application for membership,
participation, or subscription to the entity, (2) Application for approval as a person
associated with a member, participant, or subscriber of the entity, and (3) any other similar
materials.

Please see the Uniform Application for Exchange Membership attached as Exhibit “F-1.”
Registration of Associated Person(s) of an Exchange Member will be submitted on Form U-4.
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Exhibit G - A complete set of all forms of financial statements, reports, or questionnaires
required of members, participants, subscribers, or any other users relating to financial
responsibility or minimum capital requirements for such members, participants, or any
other users.

As-Brekers-or Dealers-Exchange Members will be required to comply with the-Commission’s
retsuch financial responsibility or minimum capital and-customerprotectionrales-setforth-in
Rules15e3-1-and-15e3-3requirements as the Exchange, under the direction of the Aet-as
amendedCommission, prescribes. In addition, an Exchange Member that fails or is unable to
perform any of its contracts or is insolvent is required to immediately notify the Exchange in
writing. Moreover, whenever it appears that an Exchange Member has failed to perform its
contracts, is insolvent or in such other financial and operating condition or is conducting its
business in a manner that is not safe to eustomersParticipants, creditors and other Exchange
Members, the Chief Regulatory Officer of the Exchange may summarily suspend the Member.
Exchange Members will be required to file financial reports enFermsX—+7A-5-in such form as
the Exchange. under the direction of the Commission, prescribes.
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Exhibit H - A complete set of documents comprising the applicant’s listing applications,
including any agreements required to be executed in connection with listing and a schedule
of listing fees. If the applicant does not list securities, provide a brief description of the
criteria used to determine what securities may be traded on the exchange. Provide a table
of contents listing the forms included in this Exhibit H.

The Exchange does not list securities. For information pertaining to the securities authorized for
trading through the Exchange, please see Chapter XIII of the Rules of the Exchange.

A schedule of fees will be submitted at a subsequent time, although such fees will be solely
assessed on the dollar value of each particular transaction conducted through the Exchange and
will be uniformly applied to all Exchange Members.
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Exhibit I - For the latest fiscal year of the applicant, audited financial statements which are
prepared in accordance with, or in the case of a foreign applicant, reconciled with, United
States generally accepted accounting principles, and are covered by a report prepared by
an independent public accountant. If an applicant has no consolidated subsidiaries, it shall
file audited financial statements under Exhibit I alone and need not file a separate
unaudited financial statement for the applicant under Exhibit D.

The Company was recently formed, has no other operations, and thus, does not yet have audited
financial statements for the latest fiscal year. The Exchange will file pro forma financial
statements when it is closer to commencing operations as a national securities exchange, or
pursuant to an exemption therefrom.
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Exhibit J - A list of the officers, governors, members of all standing committees, or persons
performing similar functions, who presently hold or have held their offices or positions
during the previous year, indicating the following for each: 1. Name. 2. Title. 3. Dates of
commencement and termination of term of office or position. 4. Type of business in which
each is primarily engaged (e.g., floor broker, specialist, odd lot dealer, etc.).

1. Officers

Prior to commencing operation as an Exchange, and pursuant to the Certificate of Organization
and Operating Agreement of the Exchange, the Exchange’s Board of Directors will likely
appoint the individuals listed below as initial officers of the Exchange. Officers shall be
appointed by the Board on an annual basis. These individuals will serve in these positions until
their successors are appointed. Officers of the Exchange will serve at the pleasure of the Board
of Directors.

Initial Officers

Name: Title: Date of Commencement”
Gregory Wilson  Chief Executive Officer, President [UPON APPROVAL]
Michael Stegawski Chief Regulatory Officer, Secretary [UPON APPROVAL]

2. Directors
Upon the approval of the Exchange’s Form 1, Application for Registration as a National

Securities Exchange by the Commission, or exemption therefrom, the initial Directors of the
Exchange will likely be as follows:

Initial Directors

Chairman and Industry Director: [TO BE PROVIDED]
Member Representative and Industry Director: [TO BE PROVIDED]
Non-Industry: [TO BE PROVIDED]
Non-Industry: [TO BE PROVIDED]

3. Committees

The committees of the Board shall consist of a Compensation Committee, an Audit Committee, a
Regulatory Oversight Committee, an Appeals Committee, and such other committees as may be
from time to time established by the Board. Upon the approval of the Company’s Form 1,
Application for Registration as a National Securities Exchange, or exemption therefrom, by the
Commission, and after the election of the Board, the Chairman, with the approval of the Board,
shall appoint person(s) to sit on the standing committees of the Board, consistent with the
Exchange’s Operating Agreement.
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Exhibit K - This Exhibit is applicable only to exchanges that have one or more owners,
shareholders, or partners that are not also members of the exchange. If the exchange is a
corporation, please provide a list of each shareholder that directly owns 5% or more of a
class of a voting security of the applicant. If the exchange is a partnership, please provide a
list of all general partners and those limited and special partners that have the right to
receive upon dissolution, or have contributed, 5% or more of the partnership’s capital. For
each of the persons listed in the Exhibit K, please provide the following: 1. Full legal name;
2. Title or Status; 3. Date title or status was acquired; 4. Approximate ownership interest;
and 5. Whether the person has control, a term that is defined in the instructions to this
Form.

The membership units of the Company are currently held by (i) Gregory Steven Wilson and (i1)
Stegawski IRA, LLC, a Georgia limited liability company. Michael Stegawski holds all the
membership interests of Stegawski IRA, LLC. Additional Members are anticipated to be
accepted.

1. Full legal name;

Gregory Steven Wilson.

2. Title or Status;

Membership units issued.

3. Date title or status was acquired;

March 13, 2014.

4. Approximate ownership interest; and

Fifty percent (50%).

5. Whether the person has control, a term that is defined in the instructions to this Form
This Person is a control person. Ownership interest is currently one-half of the issued and
outstanding membership interests. Voting rights may be limited for compliance with the
Exchange’s Operating Agreement.

1. Full legal name;

Stegawski IRA, LLC.

2. Title or Status;
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Membership units issued.

3. Date title or status was acquired;

March 13, 2014.

4. Approximate ownership interest; and

Fifty percent (50%).

5. Whether the person has control, a term that is defined in the instructions to this Form
This Person is a control person. Ownership interest is currently one-half of the issued and

outstanding membership interests. Voting rights may be limited for compliance with the
Exchange’s Operating Agreement.
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Exhibit L - Describe the exchange’s criteria for membership in the exchange. Describe
conditions under which members may be subject to suspension or termination with regard
to access to the exchange. Describe any procedures that will be involved in the suspension
or termination of a member.

Membership on the Exchange will be open to any registered-Broker-or Dealereranynatural
Person-assectated-with-aregistered Broker-or Dealer-Person who completes the membership

application and meets such conditions as the Exchange, under the direction of the Commission,
prescribes. Exchange Members may be suspended or terminated for violation of the Exchange
Rules, Operating Agreement, the Act and/or rules and regulation promulgated thereunder.
Discipline of Exchange Members and Associated Person(s) of Exchange Members and Adverse
Actions are discussed in Chapters VIII and IX of the Rules of Exchange.
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Exhibit M - Provide an alphabetical list of all members, participants, subscribers or other
users, including the following information: 1. Name; 2. Date of election to membership or
acceptance as a participant, subscriber or other user; 3. Principal business address and
telephone number; 4. If member, participant, subscriber or other user is an individual, the
name of the entity with which such individual is associated and the relationship of such
individual to the entity (e.g. partner officer, director, employee, etc.); 5. Describe the type
of activities primarily engaged in by the member, participant, subscriber, or other user
(e.g. floor broker, specialist, odd lot dealer, other market maker, proprietary trader, non-
broker dealer, inactive or other functions). A person shall be “primarily engaged” in an
activity or function for purposes of this item when that activity or function is the one in
which that person is engaged for the majority of their time. When more than one type of
person at an entity engages in any of the six types of activities or functions enumerated in
this item, identify each type (e.g. proprietary , trader Registered Competitive Trader and
Registered Competitive Market Maker) and state the number of members, participants,
subscribers, or other users in each; and 6. The class of membership, participation or
subscription or other access.

The Company has not commenced operations as an Exchange and accordingly currently has no
Exchange Members.
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Exhibit N - Provide a schedule for each of the following: 1. The securities listed in the
exchange, indicating for each the name of the issuer and a description of the security; 2.
The securities admitted to unlisted trading privileges, indicating for each the name of the
issuer and a description of the security; 3. The unregistered securities admitted to trading
on the exchange which are exempt from registration under Section 12(a) of the Act. For
each security listed, provide the name of the issuer and a description of the security, and
the statutory exemption claimed (e.g. Rule 12a-6); and 4. Other securities traded on the
exchange, including for each the name of the issuer and a description of the security.

The Company has not commenced operations as an Exchange and therefore, it has no securities
that are authorized for trading or permitted pursuant to unlisted trading privileges.





