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LIMITED LIABILITY COMPANY AGREEMENT
OF
CONSOLIDATED AUDIT TRAIL, LLC
a Delaware Limited Liability Company

This Limited Liability Company Agreement (including its Recitals and the Exhibits,
Appendices, Attachments, and Schedules identified herein, this “Agreement”) of
CONSOLIDATED AUDIT TRAIL, LLC, a Delaware limited liability company (the
“Company”), dated as of the 29th day of August, 2019, is made and entered into by and among
the Participants.

RECITALS

A. Prior to the formation of the Company, in response to SEC Rule 613 requiring national
securities exchanges and national securities associations to submit a national market system plan
to the Securities and Exchange Commission (“Commission” or “SEC”) to create, implement and
maintain a consolidated audit trail, such national securities exchanges and national securities
associations, pursuant to SEC Rule 608(a)(3), which authorizes them to act jointly in preparing,
filing and implementing national market system plans, developed the National Market System
Plan Governing the Process for Selecting a Plan Processor and Developing a Plan for the
Consolidated Audit Trail (the “Selection Plan”). The Selection Plan was approved by the
Commission on February 21, 2014, amended on June 17, 2015 and September 24, 2015, and, by
its terms, shall automatically terminate upon the Commission’s approval of this Agreement.

B. The Participants have now determined that it is advantageous and desirable to conduct in
a limited liability company the activities they have heretofore conducted as parties to the
Selection Plan, and have formed the Company for this purpose. This Agreement, which takes
the place of the Selection Plan, is a National Market System Plan as defined in SEC Rule
600(b)(43), and serves as the National Market System Plan required by SEC Rule 613. The
Participants shall jointly own the Company, which shall create, implement, and maintain the
CAT and the Central Repository pursuant to SEC Rule 608 and SEC Rule 613.

C. This Agreement incorporates the exemptive relief from certain provisions of SEC Rule
613 requested in the original and supplemental request letters submitted by the Participants to the
Commission, as described further in Appendix C (“Exemptive Request Letters™).

ARTICLE I

DEFINITIONS

Section 1.1. Definitions. As used throughout this Agreement (including, for the
avoidance of doubt, the Exhibits, Appendices, Attachments, Recitals and Schedules identified in
this Agreement):

“Account Effective Date” means: (a) with regard to those circumstances in which an
Industry Member has established a trading relationship with an institution but has not
established an account with that institution, (i) when the trading relationship was
established prior to the implementation date of the CAT NMS Plan applicable to the
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relevant CAT Reporter (as set forth in Rule 613(a)(3)(v) and (vi)), either (A) the date the
relationship identifier was established within the Industry Member, (B) the date when
trading began (i.e., the date the first order was received) using the relevant relationship
identifier, or (C) if both dates are available, the earlier date will be used to the extent that
the dates differ; or (i1) when the trading relationship was established on or after the
implementation date of the CAT NMS Plan applicable to the relevant CAT Reporter (as
set forth in Rule 613(a)(3)(v) and (vi)), the date the Industry Member established the
relationship identifier, which would be no later than the date the first order was received;
(b) where an Industry Member changes back office providers or clearing firms prior to
the implementation date of the CAT NMS Plan applicable to the relevant CAT Reporter
(as set forth in Rule 613(a)(3)(v) and (vi)), the date an account was established at the
relevant Industry Member, either directly or via transfer; (c) where an Industry Member
acquires another Industry Member prior to the implementation date of the CAT NMS
Plan applicable to the relevant CAT Reporter (as set forth in Rule 613(a)(3)(v) and (vi)),
the date an account was established at the relevant Industry Member, either directly or via
transfer; (d) where there are multiple dates associated with an account established prior to
the implementation date of the CAT NMS Plan applicable to the relevant CAT Reporter
(as set forth in Rule 613(a)(3)(v) and (vi)), the earliest available date; (e) with regard to
Industry Member proprietary accounts established prior to the implementation date of the
CAT NMS Plan applicable to the relevant CAT Reporter (as set forth in Rule
613(a)(3)(v) and (vi)), (1) the date established for the account in the Industry Member or
in a system of the Industry Member or (ii) the date when proprietary trading began in the
account (i.e., the date on which the first orders were submitted from the account). With
regard to paragraphs (b) — (e), the Account Effective Date will be no later than the date
trading occurs at the Industry Member or in the Industry Member’s system.

“Active Accounts” means an account that has had activity in Eligible Securities within
the last six months.

“Advisory Committee” has the meaning set forth in Section 4.13(a).

“Affiliate” of a Person means any Person controlling, controlled by, or under common
control with such Person.

“Affiliated Participant” means any Participant controlling, controlled by, or under
common control with another Participant.

13

Agreement” has the meaning set forth in the preamble to this Agreement.

“Allocation Report” means a report made to the Central Repository by an Industry
Member that identifies the Firm Designated ID for any account(s), including subaccount(s), to
which executed shares are allocated and provides the security that has been allocated, the
identifier of the firm reporting the allocation, the price per share of shares allocated, the side of
shares allocated, the number of shares allocated to each account, and the time of the allocation;
provided, for the avoidance of doubt, any such Allocation Report shall not be required to be
linked to particular orders or executions.
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“Bid” means a proposal submitted by a Bidder in response to the RFP or subsequent
request for proposal (or similar request).

“Bidder” means any entity, or any combination of separate entities, submitting a Bid.

“Bidding Participant” means a Participant that: (a) submits a Bid; (b) is an Affiliate of an
entity that submits a Bid; or (c) is included, or is an Affiliate of an entity that is included, as a
Material Subcontractor as part of a Bid.

“Business Clock” means a clock used to record the date and time of any Reportable
Event required to be reported under SEC Rule 613.

“CAT” means the consolidated audit trail contemplated by SEC Rule 613.

“CAT Data” means data derived from Participant Data, Industry Member Data, SIP Data,
and such other data as the Operating Committee may designate as “CAT Data” from time to
time.

“CAT NMS Plan” means the plan set forth in this Agreement, as amended from time to
time.

“CAT-Order-ID” has the same meaning provided in SEC Rule 613(j)(1).

“CAT Reporter” means each national securities exchange, national securities association
and Industry Member that is required to record and report information to the Central Repository
pursuant to SEC Rule 613(c).

“CAT-Reporter-ID” has the same meaning provided in SEC Rule 613(j)(2).

13

CAT System” means all data processing equipment, communications facilities, and
other facilities, including equipment, utilized by the Company or any third parties acting on the
Company’s behalf in connection with operation of the CAT and any related information or
relevant systems pursuant to this Agreement.

“Central Repository” means the repository responsible for the receipt, consolidation, and
retention of all information reported to the CAT pursuant to SEC Rule 613 and this Agreement.

“Certificate” has the meaning set forth in Section 2.2.
“Chair” has the meaning set forth in Section 4.2(b).

“Chief Compliance Officer” means the individual then serving (even on a temporary
basis) as the Chief Compliance Officer pursuant to Section 4.6, Section 6.1(b), and Section
6.2(a).

“Chief Information Security Officer” means the individual then serving (even on a

temporary basis) as the Chief Information Security Officer pursuant to Section 4.6, Section
6.1(b), and Section 6.2(b).
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“Code” means the Internal Revenue Code of 1986.
“Company” has the meaning set forth in the preamble to this Agreement.

“Company Interest” means any membership interest in the Company at any particular
time, including the right to any and all benefits to which a Participant may be entitled under this
Agreement and the Delaware Act, together with the obligations of such Participant to comply
with this Agreement.

“Commission” or “SEC” means the United States Securities and Exchange Commission.

“Compliance Rule” means, with respect to a Participant, the rule(s) promulgated by such
Participant as contemplated by Section 3.11.

“Compliance Subcommittee” has the meaning set forth in Section 4.12(b).

“Compliance Threshold” has the meaning set forth in Appendix C.

“Conflict of Interest” means that the interest of a Participant (e.g., commercial,
reputational, regulatory or otherwise) in the matter that is subject to a vote: (a) interferes, or
would be reasonably likely to interfere, with that Participant’s objective consideration of the
matter; or (b) is, or would be reasonably likely to be, inconsistent with the purpose and
objectives of the Company and the CAT, taking into account all relevant considerations
including whether a Participant that may otherwise have a conflict of interest has established
appropriate safeguards to eliminate such conflict of interest and taking into account the other
guiding principles set forth in this Agreement. If a Participant has a “Conflict of Interest” in a
particular matter, then each of its Affiliated Participants shall be deemed to have a “Conflict of
Interest” in such matter. A “Conflict of Interest” with respect to a Participant includes the
situations set forth in Sections 4.3(b)(iv), 4.3(d)(i) and 4.3(d)(ii).

“Customer” has the same meaning provided in SEC Rule 613()(3).

“Customer Account Information” shall include, but not be limited to, account number ,
account type, customer type, date account opened, and large trader identifier (if applicable);
except, however, that (a) in those circumstances in which an Industry Member has established a
trading relationship with an institution but has not established an account with that institution,
the Industry Member will (i) provide the Account Effective Date in lieu of the “date account
opened”; (ii) provide the relationship identifier in lieu of the “account number”; and (ii1) identify
the “account type” as a “relationship”; (b) in those circumstances in which the relevant account
was established prior to the implementation date of the CAT NMS Plan applicable to the relevant
CAT Reporter (as set forth in Rule 613(a)(3)(v) and (vi)), and no “date account opened” is
available for the account, the Industry Member will provide the Account Effective Date in the
following circumstances: (i) where an Industry Member changes back office providers or
clearing firms and the date account opened is changed to the date the account was opened on the
new back office/clearing firm system; (ii) where an Industry Member acquires another Industry
Member and the date account opened is changed to the date the account was opened on the post-
merger back office/clearing firm system; (iii) where there are multiple dates associated with an
account in an Industry Member’s system, and the parameters of each date are determined by the
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individual Industry Member; and (iv) where the relevant account is an Industry Member
proprietary account.

“Customer-ID” has the same meaning provided in SEC Rule 613(j)(5).

“Customer Identifying Information” means information of sufficient detail to identify a
Customer, including, but not limited to, (a) with respect to individuals: name, address, date of
birth, individual tax payer identification number (“ITIN”)/social security number (“SSN”),
individual’s role in the account (e.g., primary holder, joint holder, guardian, trustee, person with
the power of attorney); and (b) with respect to legal entities: name, address, Employer
Identification Number (“EIN”)/Legal Entity Identifier (“LEI’’) or other comparable common
entity identifier, if applicable; provided, however, that an Industry Member that has an LEI for a
Customer must submit the Customer’s LEI in addition to other information of sufficient detail to
identify a Customer.

“Delaware Act” means the Delaware Limited Liability Company Act.

“Disclosing Party” has the meaning set forth in Section 9.6(a).

“Effective Date” means the date of approval of this Agreement by the Commission.

“Eligible Security” includes (a) all NMS Securities and (b) all OTC Equity Securities.

“Error Rate” has the meaning provided in SEC Rule 613(j)(6).
“Exchange Act” means the Securities Exchange Act of 1934.

“Execution Venue” means a Participant or an alternative trading system (“ATS”) (as
defined in Rule 300 of Regulation ATS) that operates pursuant to Rule 301 of Regulation ATS
(excluding any such ATS that does not execute orders).

“Exemptive Request Letters” has the meaning set forth in Recital C.

“Financial Accountability Milestone” means, as the case may be, Full Implementation of
Core Equity Reporting, Full Availability and Regulatory Utilization of Transactional Database
Functionality, and Full Implementation of CAT NMS Plan Requirements.

“FINRA” means Financial Industry Regulatory Authority, Inc.

“Firm Designated ID” means (1) a unique and persistent identifier for each trading
account designated by Industry Members for purposes of providing data to the Central
Repository provided, however, such identifier may not be the account number for such trading
account if the trading account is not a proprietary account; (2) a unique and persistent
relationship identifier when an Industry Member does not have an account number available to
its order handling and/or execution system at the time of order receipt, provided, however, such
identifier must be masked; or (3) a unique and persistent entity identifier when an employee of
an Industry Member is exercising discretion over multiple client accounts and creates an
aggregated order for which a trading account number of the Industry Member is not available at

Public Appendix 13



the time of order origination, where each such identifier is unique among all identifiers from any
given Industry Member.

“Fiscal Year” means the fiscal year of the Company determined pursuant to Section
9.2(a).

“FS-ISAC” has the meaning set forth in Section 6.2(b)(vi).

“Full Availability and Regulatory Utilization of Transactional Database Functionality”
means the point at which: (a) reporting to the Order Audit Trail System (“OATS”) is no longer
required for new orders; (b) Industry Member reporting for equities transactions and simple
electronic options transactions, excluding Customer Account Information, Customer-ID, and
Customer Identifying Information, with sufficient intra-firm linkage, inter-firm linkage, national
securities exchange linkage, trade reporting facilities linkage, and representative order linkages
(including any equities allocation information provided in an Allocation Report) to permit the
Participants and the Commission to analyze the full lifecycle of an order across the national
market system, from order origination through order execution or order cancellation, is
developed, tested, and implemented at a 5% Error Rate or less; (c) Industry Member reporting
for manual options transactions and complex options transactions, excluding Customer Account
Information, Customer-ID, and Customer Identifying Information, with all required linkages to
permit the Participants and the Commission to analyze the full lifecycle of an order across the
national market system, from order origination through order execution or order cancellation,
including any options allocation information provided in an Allocation Report, is developed,
tested, and fully implemented; (d) the query tool functionality required by Section 6.10(c)(i)(A)
and Appendix D, Sections 8.1.1-8.1.3, Section 8.2.1, and Section 8.5 incorporates the data
described in conditions (b)-(c) and is available to the Participants and to the Commission; and (e)
the requirements of Section 6.10(a) are met. This Financial Accountability Milestone shall be
considered complete as of the date identified in a Quarterly Progress Report meeting the
requirements of Section 6.6(c).

“Full Implementation of CAT NMS Plan Requirements” means the point at which the
Participants have satisfied all of their obligations to build and implement the CAT, such that all
CAT system functionality required by Rule 613 and the CAT NMS Plan has been developed,
successfully tested, and fully implemented at the initial Error Rates specified by Section 6.5(d)(i)
or less, including functionality that efficiently permits the Participants and the Commission to
access all CAT Data required to be stored in the Central Repository pursuant to Section 6.5(a),
including Customer Account Information, Customer-ID, Customer Identifying Information, and
Allocation Reports, and to analyze the full lifecycle of an order across the national market
system, from order origination through order execution or order cancellation, including any
related allocation information provided in an Allocation Report. This Financial Accountability
Milestone shall be considered complete as of the date identified in a Quarterly Progress Report
meeting the requirements of Section 6.6(c).

“Full Implementation of Core Equity Reporting Requirements” means the point at which:
(a) Industry Member reporting (excluding reporting by Small Industry Members that are not
OATS reporters) for equities transactions, excluding Customer Account Information, Customer-
ID, and Customer Identifying Information, is developed, tested, and implemented at a 5% Error
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Rate or less and with sufficient intra-firm linkage, inter-firm linkage, national securities
exchange linkage, and trade reporting facilities linkage to permit the Participants and the
Commission to analyze the full lifecycle of an order across the national market system,
excluding linkage of representative orders, from order origination through order execution or
order cancellation; and (b) the query tool functionality required by Section 6.10(c)(i)(A) and
Appendix D, Sections 8.1.1-8.1.3 and Section 8.2.1 incorporates the Industry Member equities
transaction data described in condition (a) and is available to the Participants and to the
Commission. This Financial Accountability Milestone shall be considered complete as of the
date identified in a Quarterly Progress Report meeting the requirements of Section 6.6(c).

“GAAP” means United States generally accepted accounting principles.

“Independent Auditor” has the meaning set forth in Section 6.2(a)(v)(B).

“Industry Member” means a member of a national securities exchange or a member of a
national securities association.

“Industry Member Data” has the meaning set forth in Section 6.4(d)(ii).

“Information” has the meaning set forth in Section 9.6(a).

“Initial Industry Member Core Equity and Option Reporting” means the reporting by
Industry Members (excluding Small Industry Members that are not OATS reporters) of both: (a)
equities transaction data, excluding Customer Account Information, Customer-ID, and Customer
Identifying Information; and (b) options transaction data, excluding Customer Account
Information, Customer-ID, and Customer Identifying Information.

“Initial Plan Processor” means the first Plan Processor selected by the Operating
Committee in accordance with SEC Rule 613, Section 6.1 and the Selection Plan.

“Last Sale Report” means any last sale report reported pursuant to the Plan for Reporting
of Consolidated Options Last Sale Reports and Quotation Information filed with the SEC
pursuant to, and meeting the requirements of, SEC Rule 608.

“Latency” means the delay between input into a system and the outcome based upon that
input. In computer networks, latency refers to the delay between a source system sending a
packet or message, and the destination system receiving such packet or message.

“Listed Option” or “Option” have the meaning set forth in Rule 600(b)(35) of Regulation

NMS.

“Majority Vote” means the affirmative vote of at least a majority of all of the members of
the Operating Committee or any Subcommittee, as applicable, authorized to cast a vote with
respect to a matter presented for a vote (whether or not such a member is present at any meeting
at which a vote is taken) by the Operating Committee or any Subcommittee, as applicable
(excluding, for the avoidance of doubt, any member of the Operating Committee or any
Subcommittee, as applicable, that is recused or subject to a vote to recuse from such matter
pursuant to Section 4.3(d)).
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“Manual Order Event” means a non-electronic communication of order-related
information for which CAT Reporters must record and report the time of the event.

“Material Amendment” has the meaning set forth in Section 6.9(c).

“Material Contract” means any: (a) contract between the Company and the Plan
Processor; (b) contract between the Company and any Officer; (¢) contract, or group of related
contracts, resulting in a total cost or liability to the Company of more than $900,000; (d) contract
between the Company, on the one hand, and a Participant or an Affiliate of a Participant, on the
other; (e) contract containing other than reasonable arms-length terms; (f) contract imposing, or
purporting to impose, non-customary restrictions (including non-competition, non-solicitation or
confidentiality (other than customary confidentiality agreements entered into in the ordinary
course of business that do not restrict, or purport to restrict, any Participant or any Affiliate of
any Participant)) or obligations (including indemnity, most-favored nation requirements,
exclusivity, or guaranteed minimum purchase commitments) on the Company or any Participant
or any Affiliate of a Participant; (g) contract containing terms that would reasonably be expected
to unduly interfere with or negatively impact the ability of the Company, any Participant or any
Affiliate of any Participant to perform its regulatory functions (including disciplinary matters), to
carry out its responsibilities under the Exchange Act or to perform its obligations under this
Agreement; (h) contract providing for a term longer than twelve (12) months or the termination
of which would reasonably be expected to materially and adversely affect the Company, any
Participant or any Affiliate of a Participant; (i) contract for indebtedness, the disposition or
acquisition of assets or equity, or the lease or license of assets or properties; or (j) joint venture
or similar contract for cost or profit sharing.

“Material Subcontractor” means any entity that is known to the Participant to be included
as part of a Bid as a vendor, subcontractor, service provider, or in any other similar capacity and,
excluding products or services offered by the Participant to one or more Bidders on terms subject
to a fee filing approved by the SEC: (a) is anticipated to derive 5% or more of its annual revenue
in any given year from services provided in such capacity; or (b) accounts for 5% or more of the
total estimated annual cost of the Bid for any given year. An entity shall not be considered a
“Material Subcontractor” solely due to the entity providing services associated with any of the
entity’s regulatory functions as a self-regulatory organization registered with the SEC.

“Material Systems Change” means any change or update to the CAT System made by the
Plan Processor which will cause a significant change to the functionality of the Central
Repository.

“Material Terms of the Order” includes: the NMS Security or OTC Equity Security
symbol; security type; price (if applicable); size (displayed and non-displayed); side (buy/sell);
order type; if a sell order, whether the order is long, short, short exempt; open/close indicator
(except on transactions in equities); time in force (if applicable); if the order is for a Listed
Option, option type (put/call), option symbol or root symbol, underlying symbol, strike price,
expiration date, and open/close (except on market maker quotations); and any special handling
instructions.
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“National Best Bid” and “National Best Offer” have the same meaning provided in SEC
Rule 600(b)(42).

“NMS Plan” has the same meaning as “National Market System Plan” provided in SEC
Rule 613(a)(1) and SEC Rule 600(b)(43).

“NMS Security” means any security or class of securities for which transaction reports
are collected, processed, and made available pursuant to an effective transaction reporting plan,
or an effective national market system plan for reporting transactions in Listed Options.

“Non-SRO Bid” means a Bid that does not include a Bidding Participant.

“Officer” means an officer of the Company, in his or her capacity as such, as set forth in
Section 4.6.

“Operating Committee” means the governing body of the Company designated as such
and described in Article IV.

“Options Exchange” means a registered national securities exchange or automated
trading facility of a registered securities association that trades Listed Options.

“Options Market Maker” means a broker-dealer registered with an exchange for the
purpose of making markets in options contracts traded on the exchange.

“Order” or “order” has, with respect to Eligible Securities, the meaning set forth in SEC
Rule 613()(8).

“OTC Equity Security” means any equity security, other than an NMS Security, subject
to prompt last sale reporting rules of a registered national securities association and reported to
one of such association’s equity trade reporting facilities.

“Other SLAs” has the meaning set forth in Section 6.1(h).

“Participant” means each Person identified as such on Exhibit A hereto, and any Person
that becomes a Participant as permitted by this Agreement, in such Person’s capacity as a
Participant in the Company (it being understood that the Participants shall comprise the
“members” of the Company (as the term “member” is defined in Section 18-101(11) of the
Delaware Act)).

“Participant Data” has the meaning set forth in Section 6.3(d).

“Participation Fee” has the meaning set forth in Section 3.3(a).

“Payment Date” has the meaning set forth in Section 3.7(b).

“Permitted Legal Basis” means the Participant has become exempt from, or otherwise has
ceased to be subject to, SEC Rule 613 or has arranged to comply with SEC Rule 613 in some
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manner other than through participation in this Agreement, in each instance subject to the
approval of the Commission.

“Permitted Person” has the meaning set forth in Section 4.9.

“Permitted Transferee” has the meaning set forth in Section 3.4(c).

“Person” means any individual, partnership, limited liability company, corporation, joint
venture, trust, business trust, cooperative or association and any heirs, executors, administrators,
legal representatives, successors and assigns of such Person where the context so permits.

“PII” means personally identifiable information, including a social security number or tax
identifier number or similar information; Customer Identifying Information and Customer
Account Information.

“Plan Processor” means the Initial Plan Processor or any other Person selected by the
Operating Committee pursuant to SEC Rule 613 and Sections 4.3(b)(i) and 6.1, and with regard
to the Initial Plan Processor, the Selection Plan, to perform the CAT processing functions
required by SEC Rule 613 and set forth in this Agreement.

“Pledge” and any grammatical variation thereof means, with respect to an interest, asset,
or right, any pledge, security interest, hypothecation, deed of trust, lien or other similar
encumbrance granted with respect to the affected interest, asset or right to secure payment or
performance of an obligation.

“Primary Market Transaction” means any transaction other than a secondary market
transaction and refers to any transaction where a Person purchases securities in an offering.

“Prime Rate” means the prime rate published in The Wall Street Journal (or any
successor publication) on the last day of each month (or, if not a publication day, the prime rate
last published prior to such last day).

“Proceeding” has the meaning set forth in Section 4.8(b).

“Qualified Bid” means a Bid that is deemed by the Selection Committee to include
sufficient information regarding the Bidder’s ability to provide the necessary capabilities to
create, implement, and maintain the CAT so that such Bid can be effectively evaluated by the
Selection Committee. When evaluating whether a Bid is a Qualified Bid, each member of the
Selection Committee shall consider whether the Bid adequately addresses the evaluation factors
set forth in the RFP, and apply such weighting and priority to the factors as such member of the
Selection Committee deems appropriate in his or her professional judgment. The determination
of whether a Bid is a Qualified Bid shall be determined pursuant to the process set forth in
Section 5.2.

“Qualified Bidder” means a Bidder that has submitted a Qualified Bid.

“Quotation Information” means all bids (as defined under SEC Rule 600(b)(8)), offers (as
defined under SEC Rule 600(b)(8)), all bids and offers of OTC Equity Securities, displayed
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quotation sizes in Eligible Securities, market center identifiers (including, in the case of FINRA,
the FINRA member that is registered as a market maker or electronic communications network
or otherwise utilizes the facilities of FINRA pursuant to applicable FINRA rules, that entered the
quotation), withdrawals and other information pertaining to quotations in Eligible Securities
required to be reported to the Plan Processor pursuant to this Agreement and SEC Rule 613.

“Raw Data” means Participant Data and Industry Member Data that has not been through
any validation or otherwise checked by the CAT System.

“Received Industry Member Data” has the meaning set forth in Section 6.4(d)(ii).

“Receiving Party” has the meaning set forth in Section 9.6(a).

“Recorded Industry Member Data” has the meaning set forth in Section 6.4(d)(i).

“Registered Person” means any member, principal, executive, registered representative,
or other person registered or required to be registered under a Participant’s rules.

“Reportable Event” includes, but is not limited to, the original receipt or origination,
modification, cancellation, routing, execution (in whole or in part) and allocation of an order, and
receipt of a routed order.

“Representatives” has the meaning set forth in Section 9.6(a).

“RFP” means the “Consolidated Audit Trail National Market System Plan Request for
Proposal” published by the Participants on February 26, 2013 attached as Appendix A, as
amended from time to time.

“Securities Information Processor” or “SIP” has the same meaning provided in Section
3(a)(22)(A) of the Exchange Act.

“Selection Committee” means the committee formed pursuant to Section 5.1.

“Selection Plan” has the meaning set forth in Recital A.

“Shortlisted Bid” means a Bid submitted by a Qualified Bidder and selected as a
Shortlisted Bid by the Selection Committee pursuant to Section 5.2(b) and, if applicable,
pursuant to Section 5.2(c)(iii).

“Shortlisted Bidder” means a Qualified Bidder that has submitted a Bid selected as a
Shortlisted Bid.

“SIP Data” has the meaning set forth in Section 6.5(a)(i1).
“SLA” has the meaning set forth in Section 6.1(h).

“Small Industry Member” means an Industry Member that qualifies as a small broker-
dealer as defined in SEC Rule 613.
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“SRO” means any self-regulatory organization within the meaning of Section 3(a)(26) of
the Exchange Act.

“SRO-Assigned Market Participant Identifier” means an identifier assigned to an Industry
Member by an SRO or an identifier used by a Participant.

“Subcommittee” has the meaning set forth in Section 4.12(a).

“Supermajority Vote” means the affirmative vote of at least two-thirds of all of the
members of the Operating Committee or any Subcommittee, as applicable, authorized to cast a
vote with respect to a matter presented for a vote (whether or not such a member is present at any
meeting at which a vote is taken) by the Operating Committee or any Subcommittee, as
applicable (excluding, for the avoidance of doubt, any member of the Operating Committee or
any Subcommittee, as applicable, that is recused or subject to a vote to recuse from such matter
pursuant to Section 4.3(d)); provided that if two-thirds of all of such members authorized to cast
a vote is not a whole number then that number shall be rounded up to the nearest whole number.

“Tax Matters Partner” has the meaning set forth in Section 9.5(a).

“Transfer” and any grammatical variation thereof means any sale, exchange, issuance,
redemption, assignment, distribution or other transfer, disposition or alienation in any way
(whether voluntarily, involuntarily or by operation of law). Transfer shall specifically include
any: (a) assignment or distribution resulting from bankruptcy, liquidation, or dissolution; or (b)
Pledge.

“Technical Specifications” has the meaning set forth in Section 6.9(a).

“Trading Day” shall have such meaning as is determined by the Operating Committee.
For the avoidance of doubt, the Operating Committee may establish different Trading Days for
NMS Stocks (as defined in SEC Rule 600(b)(47), Listed Options, OTC Equity Securities, and
any other securities that are included as Eligible Securities from time to time.

“Voting Senior Officer” has the meaning set forth in Section 5.1(a).

Section 1.2.  Principles of Interpretation. In this Agreement (including, for the
avoidance of doubt, the Exhibits, Appendices, Attachments, Recitals and Schedules identified in
this Agreement), unless the context otherwise requires:

(a) words denoting the singular include the plural and vice versa;
(b) words denoting a gender include all genders;

(©) all exhibits, appendices, attachments, recitals, and schedules to the
document in which the reference thereto is contained shall, unless the context otherwise requires,
constitute an integral part of such document for all purposes;
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(d) a reference to a particular clause, section, article, exhibit, appendix,
attachment, recital, or schedule shall be a reference to a clause, section or article of, or an exhibit,
appendix, attachment, recital, or schedule to, this Agreement;

(e) a reference to any statute, regulation, amendment, ordinance or law
includes all statutes, regulations, proclamations, amendments or laws varying, consolidating or
replacing the same from time to time, and a reference to a statute includes all regulations,
policies, protocols, codes, proclamations, interpretations and ordinances issued or otherwise
applicable under that statute unless, in any such case, otherwise expressly provided in any such
statute or in the document in which the reference is contained;

® a reference to a “SEC Rule” refers to the correspondingly numbered Rule
promulgated under the Exchange Act;

(2) a definition of or reference to any document, instrument or agreement
includes an amendment or supplement to, or restatement, replacement, modification or novation
of, any such document, instrument or agreement unless otherwise specified in such definition or
in the context in which such reference is used;

(h) a reference to any Person includes such Person’s permitted successors and
assigns in that designated capacity;

(1) a reference to “$”, “Dollars” or “US $” refers to currency of the United
States of America;

() unless otherwise expressly provided in this Agreement, wherever the
consent of any Person is required or permitted herein, such consent may be withheld in such
Person’s sole and absolute discretion;

(k) words such as “hereunder”, “hereto”, “hereof” and “herein” and other
words of similar import shall refer to the whole of the applicable document and not to any
particular article, section, subsection or clause thereof; and

) a reference to “including” (and grammatical variations thereof) means
“including without limitation” (and grammatical variations thereof).

ARTICLE Il

EFFECTIVENESS OF AGREEMENT; ORGANIZATION

Section 2.1.  Effectiveness. This Agreement shall become effective upon approval by
the Commission and execution by all Participants identified on Exhibit A and shall continue until
terminated. Notwithstanding any provision in this Agreement to the contrary and without the
consent of any Person being required, the Company’s execution, delivery and performance of
this Agreement are hereby authorized, approved and ratified in all respects.
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Section 2.2. Formation. The Company was formed as a limited liability company
under the Delaware Act by filing a certificate of formation (the “Certificate”) with the Delaware
Secretary of State.

Section 2.3.  Name. The name of the Company is CONSOLIDATED AUDIT TRAIL,
LLC. The name of the Company may be changed at any time or from time to time with the
approval of the Operating Committee. All Company business shall be conducted in that name or
such other names that comply with applicable law as the Operating Committee may select from
time to time.

Section 2.4.  Registered Office; Registered Agent; Principal Office; Other Offices.
The registered office of the Company required by the Delaware Act to be maintained in the State
of Delaware shall be the office of the initial registered agent named in the Certificate or such
other office (which need not be a place of business of the Company) as the Operating Committee
may designate from time to time in the manner provided by law. The registered agent of the
Company in the State of Delaware shall be the initial registered agent named in the Certificate or
such other Person or Persons as the Operating Committee may designate from time to time in the
manner provided by law. The principal office of the Company shall be at such place as the
Operating Committee may designate from time to time, which need not be in the State of
Delaware. The Company may have such other offices as the Operating Committee may
designate from time to time.

Section 2.5. Certain Filings. The Company shall cause to be filed such certificates
and documents as may be necessary or appropriate to comply with the Delaware Act and any
other applicable requirements for the organization, continuation and operation of a limited
liability company in accordance with the laws of the State of Delaware and any other jurisdiction
in which the Company shall conduct business, and shall continue to do so for so long as the
Company conducts business therein. Each member of the Operating Committee is hereby
designated as an “authorized person” within the meaning of the Delaware Act.

Section 2.6. Purposes and Powers. The Company may engage in: (a) the creation,
implementation, and maintenance of the CAT pursuant to SEC Rule 608 and SEC Rule 613; and
(b) any other business or activity that now or hereafter may be necessary, incidental, proper,
advisable or convenient to accomplish the foregoing purpose and that is not prohibited by the
Delaware Act, the Exchange Act or other applicable law and is consistent with tax exempt status
under Section 501(c)(6) of the Code. The Company shall have and may exercise all of the
powers and rights conferred upon limited liability companies formed pursuant to the Delaware
Act.

Section 2.7. Term. The term of the Company commenced on the date the Certificate
was filed with the office of the Secretary of State of Delaware, and shall be perpetual unless
dissolved as provided in this Agreement.
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ARTICLE Il

PARTICIPATION

Section 3.1. Participants. The name and address of each Participant are set forth on
Exhibit A. New Participants may only be admitted to the Company in accordance with Section
3.5. No Participant shall have the right or power to resign or withdraw from the Company,
except: (a) upon a Transfer of record ownership of all of such Participant’s Company Interest in
compliance with, and subject to, the provisions of Section 3.4; or (b) as permitted by Section 3.6.
No Participant may be expelled or required to resign or withdraw from the Company except
upon a Transfer of record ownership of all of such Participant’s Company Interest in compliance
with, and subject to, the provisions of Section 3.4, or as provided by Section 3.7(a)(i1) or Section
3.7(a)(iii).

Section 3.2. Company Interests Generally.

(a) All Company Interests shall have the same rights, powers, preferences and
privileges, and shall be subject to the same restrictions, qualifications and limitations. Additional
Company Interests may be issued only as permitted by Section 3.3.

(b) Without limiting Section 3.2(a), each Participant shall be entitled to one
vote on any matter presented to the Participants for their consideration at any meeting of the
Participants (or by written action of the Participants in lieu of a meeting).

(c) Company Interests shall not be evidenced by certificates.

(d) Each Participant shall have an equal Company Interest as each other
Participant.

Section 3.3. New Participants.

(a) Any Person approved by the Commission as a national securities exchange
or national securities association under the Exchange Act after the Effective Date may become a
Participant by submitting to the Company a completed application in the form provided by the
Company. As a condition to admission as a Participant, said Person shall: (i) execute a
counterpart of this Agreement, at which time Exhibit A shall be amended to reflect the status of
said Person as a Participant (including said Person’s address for purposes of notices delivered
pursuant to this Agreement); and (ii) pay a fee to the Company in an amount determined by a
Majority Vote of the Operating Committee as fairly and reasonably compensating the Company
and the Participants for costs incurred in creating, implementing, and maintaining the CAT,
including such costs incurred in evaluating and selecting the Initial Plan Processor and any
subsequent Plan Processor and for costs the Company incurs in providing for the prospective
Participant’s participation in the Company, including after consideration of the factors identified
in Section 3.3(b) (the “Participation Fee”). The amendment to this Agreement reflecting the
admission of a new Participant shall be effective only when: (x) it is approved by the
Commission in accordance with SEC Rule 608 or otherwise becomes effective pursuant to SEC
Rule 608; and (y) the prospective Participant pays the Participation Fee. Neither a prospective
Participant nor any Affiliate of such prospective Participant that is already a Participant shall
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vote on the determination of the amount of the Participation Fee to be paid by such prospective
Participant. Participation Fees paid to the Company shall be added to the general revenues of the
Company.

(b) In determining the amount of the Participation Fee to be paid by any
prospective Participant, the Operating Committee shall consider the following factors:

(1) the portion of costs previously paid by the Company for the
development, expansion and maintenance of the CAT which, under GAAP, would have been
treated as capital expenditures and would have been amortized over the five (5) years preceding
the admission of the prospective Participant;

(i1) an assessment of costs incurred and to be incurred by the Company
for modifying the CAT or any part thereof to accommodate the prospective Participant, which
are not otherwise required to be paid or reimbursed by the prospective Participant;

(ii1))  Participation Fees paid by other Participants admitted as such after
the Effective Date;

(iv)  elapsed time from the Effective Date to the anticipated date of
admittance of the prospective Participant; and

(v) such other reasonable, equitable and not unfairly discriminatory
factors, if any, as may be determined to be appropriate by the Operating Committee and
approved by the Commission.

In the event the Company (following the vote of the Operating Committee contemplated by
Section 3.3(a)) and a prospective Participant do not agree on the amount of the Participation Fee,
such amount shall be subject to review by the Commission pursuant to Rule 608 of the Exchange
Act.

(c) An applicant for participation in the Company may apply for limited access to the
CAT System for planning and testing purposes pending its admission as a Participant by
submitting to the Company a completed Application for Limited Access to the CAT System in a
form provided by the Company, accompanied by payment of a deposit in the amount established
by the Company, which shall be applied or refunded as described in such application. To be
eligible to apply for such limited access, the applicant must have been approved by the SEC as a
national securities exchange or national securities association under the Exchange Act but the
applicant has not yet become a Participant, or the SEC must have published such applicant’s
Form 1 application or Form X-15AA-1 application to become a national securities exchange or a
national securities association, respectively.

Section 3.4. Transfer of Company Interest.

(a) No Participant may Transfer any Company Interest except in compliance
with this Section 3.4. Any Transfer or attempted Transfer in contravention of the foregoing
sentence or any other provision of this Agreement shall be null and void ab initio and ineffective
to Transfer any Company Interest and shall not bind or be recognized by or on the books of the
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Company, and any transferee in such transaction shall not, to the maximum extent permitted by
applicable law, be or be treated as or deemed to be a Participant (or an assignee within the
meaning of § 18-702 of the Delaware Act) for any purpose.

(b) No Participant may Transfer any Company Interest except to a national
securities exchange or national securities association that succeeds to the business of such
Participant as a result of a merger or consolidation with such Participant or the Transfer of all or
substantially all of the assets or equity of such Participant.

(c) Notwithstanding anything to the contrary contained in this Agreement, no
Participant may Transfer any Company Interest to any transferee as permitted by Section 3.4(b)
(a “Permitted Transferee’) unless: (i) such Permitted Transferee executes a counterpart of this
Agreement, at which time Exhibit A shall be amended to reflect the status of said Permitted
Transferee as a Participant (including said Permitted Transferee’s address for purposes of notices
delivered pursuant to this Agreement); and (ii) the amendment to this Agreement reflecting the
Transfer of a Company Interest to a Permitted Transferee is approved by the Commission in
accordance with SEC Rule 608 or otherwise becomes effective pursuant to SEC Rule 608.
Subject to compliance with this Section 3.4, such amendment and such Transfer shall be
effective only when it is approved by the SEC in accordance with SEC Rule 608 or otherwise
becomes effective pursuant to SEC Rule 608, as applicable.

(d) The Company shall not be required to recognize any Transfer of any
Company Interest until the instrument conveying such Company Interest, in form and substance
satisfactory to the Company, has been delivered to the Company at its principal office for
recordation on the books of the Company and the transferring Participant or Permitted
Transferee has paid all costs and expenses of the Company in connection with such Transfer.
The Company shall be entitled to treat the record owner of any Company Interest as the absolute
owner thereof in all respects, and neither the Company nor any Participant shall incur liability for
distributions of cash or other property made in good faith to such owner until such time as the
instrument conveying such Company Interest, in form and substance satisfactory to the
Company, has been received and accepted by the Company and recorded on the books of the
Company.

(e) Notwithstanding anything to the contrary contained in this Agreement,
without prior approval thereof by the Operating Committee, no Transfer of any Company
Interest shall be made if the Company is advised by its counsel that such Transfer: (i) may not be
effected without registration under the Securities Act of 1933; (ii) would result in the violation of
any applicable state securities laws; (iii) would require the Company to register as an investment
company under the Investment Company Act of 1940 or modify the exemption from such
registration upon which the Company has chosen to rely; or (iv) would require the Company to
register as an investment adviser under state or federal securities laws.

Section 3.5. Admission of New Participants. Any Person acquiring a Company
Interest pursuant to Section 3.3, or any Permitted Transferee acquiring a Participant’s Company
Interest pursuant to Section 3.4, shall, unless such acquiring Permitted Transferee is a Participant
as of immediately prior to such acquisition, be deemed to have been admitted to the Company as
a Participant, automatically and with no further action being necessary by the Operating
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Committee, the Participants or any other Person, by virtue of, and upon the consummation of,
such acquisition of a Company Interest and compliance with Section 3.3 or Section 3.4, as
applicable.

Section 3.6. Voluntary Resignation from Participation. Any Participant may
voluntarily resign from the Company, and thereby withdraw from and terminate its right to any
Company Interest, only if (a) a Permitted Legal Basis for such action exists and (b) such
Participant provides to the Company and each other Participant no less than thirty (30) days prior
to the effective date of such action written notice specifying such Permitted Legal Basis,
including appropriate documentation evidencing the existence of such Permitted Legal Basis,
and, to the extent applicable, evidence reasonably satisfactory to the Company and other
Participants that any orders or approvals required from the Commission in connection with such
action have been obtained. A validly withdrawing Participant shall have the rights and
obligations provided in Section 3.7.

Section 3.7. Termination of Participation.

(a) The participation in the Company of a Participant, and its right to any
Company Interest, shall terminate as of the earliest of: (i) the effective date specified in a valid
notice delivered pursuant to Section 3.6 (which date, for the avoidance of doubt, shall be no
earlier than the date that is thirty (30) days after the delivery of such notice); (ii) such time as
such Participant is no longer registered as a national securities exchange or national securities
association; or (iii) the date of termination pursuant to Section 3.7(b).

(b) Each Participant shall pay all fees or other amounts required to be paid
under this Agreement within thirty (30) days after receipt of an invoice or other notice indicating
payment is due (unless a longer payment period is otherwise indicated) (the “Payment Date”).
The Participant shall pay interest on the outstanding balance from the Payment Date until such
fee or amount is paid at a per annum rate equal to the lesser of: (i) the Prime Rate plus 300 basis
points; or (ii) the maximum rate permitted by applicable law. If any such remaining outstanding
balance is not paid within thirty (30) days after the Payment Date, the Participants shall file an
amendment to this Agreement requesting the termination of the participation in the Company of
such Participant, and its right to any Company Interest, with the SEC. Such amendment shall be
effective only when it is approved by the SEC in accordance with SEC Rule 608 or otherwise
becomes effective pursuant to SEC Rule 608.

(©) In the event a Participant becomes subject to one or more of the events of
bankruptcy enumerated in § 18-304 of the Delaware Act, that event by itself shall not cause the
termination of the participation in the Company of the Participant so long as the Participant
continues to be registered as a national securities exchange or national securities association. A
terminated Participant shall remain liable for its proportionate share of costs and expenses
allocated to it for the period during which it was a Participant, for obligations under Section
3.8(c), for its indemnification obligations pursuant to Section 4.1, and for obligations under
Section 9.6, but it shall have no other obligations under this Agreement following the effective
date of termination. This Agreement shall be amended to reflect any termination of participation
in the Company of a Participant pursuant to this Section 3.7; provided that such amendment shall
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be effective only when it is approved by the Commission in accordance with SEC Rule 608 or
otherwise becomes effective pursuant to SEC Rule 608.

Section 3.8. Obligations and Liability of Participants.

(a) Except as may be determined by the unanimous vote of all the Participants
or as may be required by applicable law, no Participant shall be obligated to contribute capital or
make loans to the Company. No Participant shall have the right to withdraw or to be repaid any
capital contributed by it or to receive any other payment in respect of any Company Interest,
including as a result of the withdrawal or resignation of such Participant from the Company,
except as specifically provided in this Agreement.

(b) Except as provided in this Agreement and except as otherwise required by
applicable law, no Participant shall have any personal liability whatsoever in its capacity as a
Participant, whether to the Company, to any Participant or any Affiliate of any Participant, to the
creditors of the Company or to any other Person, for the debts, liabilities, commitments or any
other obligations of the Company or for any losses of the Company. Without limiting the
foregoing, the failure of the Company to observe any formalities or requirements relating to
exercise of its powers or management of its business or affairs under this Agreement or the
Delaware Act shall not be grounds for imposing personal liability on any Participant or any
Affiliate of a Participant for any liability of the Company.

(©) In accordance with the Delaware Act, a member of a limited liability
company may, under certain circumstances, be required to return amounts previously distributed
to such member. It is the intent of the Participants that no distribution to any Participant shall be
deemed a return of money or other property paid or distributed in violation of the Delaware Act.
The payment of any such money or distribution of any such property to a Participant shall be
deemed to be a compromise within the meaning of the Delaware Act, and the Participant
receiving any such money or property shall not be required to return any such money or property
to any Person. However, if any court of competent jurisdiction holds that, notwithstanding the
provisions of this Agreement, any Participant is obligated to make any such payment, such
obligation shall be the obligation of such Participant and not of the Operating Committee, the
Company or any other Participant.

Section 3.9. Loans. Ifthe Company requires additional funds to carry out its purposes,
to conduct its business, to meet its obligations, or to make any expenditure authorized by this
Agreement, the Company may borrow funds from such one or more of the Participants, or from
such third party lender(s), and on such terms and conditions, as may be approved by a
Supermajority Vote of the Operating Committee.

Section 3.10. No Partnership. The Company is not intended to be a general
partnership, limited partnership or joint venture for any purpose, and no Participant shall be
considered to be a partner or joint venturer of any other Participant, for any purpose, and this
Agreement shall not be construed to suggest otherwise.

Section 3.11. Compliance Undertaking. Each Participant shall comply with and
enforce compliance, as required by SEC Rule 608(c), by its Industry Members with the

Public Appendix 27



provisions of SEC Rule 613 and of this Agreement, as applicable, to the Participant and its
Industry Members. The Participants shall endeavor to promulgate consistent rules (after taking
into account circumstances and considerations that may impact Participants differently) requiring
compliance by their respective Industry Members with the provisions of SEC Rule 613 and this
Agreement.

ARTICLE IV

MANAGEMENT OF THE COMPANY

Section 4.1. Operating Committee. Except for situations in which the approval of the
Participants is required by this Agreement or by non-waivable provisions of applicable law, the
Company shall be managed by the Operating Committee, which shall have general charge and
supervision of the business of the Company and shall be constituted as provided in Section 4.2.
The Operating Committee: (a) acting collectively in accordance with this Agreement, shall be the
sole “manager” of the Company within the meaning of § 18-101(10) of the Delaware Act (and
no individual member of the Operating Committee shall (i) be a “manager” of the Company
within the meaning of Section 18-101(10) of the Delaware Act or (ii) have any right, power or
authority to act for or on behalf of the Company, to do any act that would be binding on the
Company, or to incur any expenditures on behalf of the Company); (b) shall have the right,
power and authority to exercise all of the powers of the Company except as otherwise provided
by applicable law or this Agreement; and (c) except as otherwise expressly provided herein, shall
make all decisions and authorize or otherwise approve all actions taken or to be taken by the
Company. Decisions or actions relating to the Company that are made or approved by the
Operating Committee, or by any Subcommittee within the scope of authority granted to such
Subcommittee in accordance with this Agreement (or, with respect to matters requiring a vote,
approval, consent or other action of the Participants hereunder or pursuant to non-waivable
provisions of applicable law, by the Participants) in accordance with this Agreement shall
constitute decisions or actions by the Company and shall be binding on the Company and each
Participant. Except to the extent otherwise expressly provided to the contrary in this Agreement,
no Participant shall have authority to act for, or to assume any obligation or responsibility on
behalf of, the Company, without the prior approval of the Operating Committee, and each
Participant shall indemnify and hold harmless the Company and each other Participant for any
breach of the provisions of this sentence by such breaching Participant. Without limiting the
generality of the foregoing, except as otherwise expressly provided in this Agreement, the
Operating Committee shall make all policy decisions on behalf of the Company in furtherance of
the functions and objectives of the Company under the Exchange Act, any rules thereunder,
including SEC Rule 613, and under this Agreement. Notwithstanding anything to the contrary,
the Operating Committee may delegate all or part of its administrative functions under this
Agreement, but not its policy making (except to the extent determinations are delegated as
specifically set forth in this Agreement) authority, to one or more Subcommittees, and any other
Person. A Person to which administrative functions are so delegated shall perform the same as
agent for the Company, in the name of the Company. Each Person who performs administrative
functions on behalf of the Company (including the Plan Processor) shall be required to: (i) agree
to be bound by the confidentiality obligations in Section 9.6(a) as a “Receiving Party”; and (i1)
agree that any nonpublic business information pertaining to any Participant or any Affiliate of
such Participant that becomes known to such Person shall be held in confidence and not shared
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with the other Participants or any other Person, except for information that may be shared in
connection with joint activities permitted under this Agreement.

Section 4.2. Composition and Selection of Operating Committee; Chair.

(a) The Operating Committee shall consist of one voting member representing
each Participant and one alternate voting member representing each Participant who shall have a
right to vote only in the absence of that Participant’s voting member of the Operating
Committee. Each of the voting and alternate voting members of the Operating Committee shall
be appointed by the Participant that he or she represents, shall serve at the will of the Participant
appointing such member and shall be subject to the confidentiality obligations of the Participant
that he or she represents as set forth in Section 9.6. One individual may serve as the voting
member of the Operating Committee for multiple Affiliated Participants, and such individual
shall have the right to vote on behalf of each such Affiliated Participant.

(b) No later than the date the CAT System commences operations, the
Operating Committee shall elect, by Majority Vote, one member thereof to act as the initial chair
of the Operating Committee (the “Chair). Such initial Chair, and each successor thereto, shall
serve in such capacity for a two (2)-year term or until the earliest of his death, resignation or
removal in accordance with the provisions of this Agreement. The Operating Committee shall
elect, from the members thereof, a successor to the then serving Chair (which successor, subject
to the last sentence of this Section 4.2(b), may be the Person then serving in such capacity) no
later than three (3) months prior to the expiration of the then current term of the Person then
serving as Chair. The Operating Committee, by Supermajority Vote, may remove the Chair
from such position. In the case of any death, removal, resignation, or other vacancy of the Chair,
a successor Chair shall be promptly elected by the Operating Committee, by Majority Vote, from
among the members thereof who shall serve until the end of the then current term. The Chair
shall preside at all meetings of the Operating Committee, shall designate a Person to act as
Secretary to record the minutes of each such meeting, and shall perform such other duties and
possess such other powers as the Operating Committee may from time to time prescribe. The
Chair shall not be entitled to a tie-breaking vote at any meeting of the Operating Committee.
Notwithstanding anything in this Agreement to the contrary: (i) no Person shall serve as Chair
for more than two successive full terms; and (ii) no Person then appointed to the Operating
Committee by a Participant that then serves, or whose Affiliate then serves, as the Plan Processor
shall be eligible to serve as the Chair.

Section 4.3.  Action of Operating Committee.

(a) Except as otherwise provided herein, each of the members of the
Operating Committee, including the Chair, shall be authorized to cast one (1) vote for each
Participant that he or she represents on all matters voted upon by the Operating Committee, and
action of the Operating Committee shall be authorized by Majority Vote, subject to the approval
of the SEC whenever such approval is required under applicable provisions of the Exchange Act
and the rules of the SEC adopted thereunder. Action of the Operating Committee authorized in
accordance with this Agreement shall be without prejudice to the rights of any Participant to
present contrary views to any regulatory body or in any other appropriate forum. Without
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limiting the generality of the foregoing, the Company shall not take any of the following actions
unless the Operating Committee, by Majority Vote, authorizes such action:

(1) select the Chair pursuant to Section 4.2(b);

(i1) select the members of the Advisory Committee pursuant to Section
4.13;

(iii))  interpret this Agreement (unless otherwise noted herein);

(iv)  approve any recommendation by the Chief Compliance Officer
pursuant to Section 6.2(a)(v)(A);

(v) determine to hold an Executive Session of the Operating
Committee pursuant to Section 4.4(a);

(vi)  determine the appropriate funding-related policies, procedures and
practices consistent with Article XI; or

(vil)  any other matter specified elsewhere in this Agreement (which
includes, as stated in the definition of “Agreement,” the Appendices to this Agreement) as
requiring a vote, approval or other action of the Operating Committee (other than those matters
expressly requiring a Supermajority Vote or a different vote of the Operating Committee).

(b) Notwithstanding Section 4.3(a) or anything else to the contrary in this
Agreement, the Company shall not take any of the following actions unless such action shall
have been authorized by the Supermajority Vote of the Operating Committee, subject to the
approval of the SEC whenever such approval is required under applicable provisions of the
Exchange Act and the rules of the SEC adopted thereunder:

(1) select a Plan Processor, other than the Initial Plan Processor
selected in accordance with Article V;

(i)  terminate a Plan Processor without cause in accordance with
Section 6.1(q);

(iii)  approve the Plan Processor’s appointment or removal of the Chief
Information Security Officer, the Chief Compliance Officer, or any Independent Auditor in
accordance with Section 6.1(b);

(iv)  enter into, modify or terminate any Material Contract (if the
Material Contract is with a Participant or an Affiliate of a Participant, such Participant and
Affiliated Participant shall be recused from any vote under this Section 4.3(b)(iv));

(v) make any Material Systems Change;
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(vi)  approve the initial Technical Specifications pursuant to Section 6.9
or any Material Amendment to the Technical Specifications proposed by the Plan Processor in
accordance with Section 6.9;

(vii) amend the Technical Specifications on its own motion; or

(viii) any other matter specified elsewhere in this Agreement (which
includes, as stated in the definition of “Agreement,” the Appendices to this Agreement) as
requiring a vote, approval or other action of the Operating Committee by a Supermajority Vote.

(c) Any action required or permitted to be taken at any meeting of the
Operating Committee or any Subcommittee may be taken without a meeting, if all of the
members of the Operating Committee or Subcommittee, as the case may be, then serving consent
to the action in writing or by electronic transmission. Such written consents and hard copies of
the electronic transmissions shall be filed with the minutes of proceedings of the Operating
Committee or Subcommittee, as applicable.

(d) If a member of the Operating Committee or any Subcommittee determines
that voting on a matter under consideration by the Operating Committee or such Subcommittee
raises a Conflict of Interest, such member shall recuse himself or herself from voting on such
matter. If the members of the Operating Committee or any Subcommittee (excluding the
member thereof proposed to be recused) determine by Supermajority Vote that any member
voting on a matter under consideration by the Operating Committee or such Subcommittee raises
a Conflict of Interest, such member shall be recused from voting on such matter. No member of
the Operating Committee or any Subcommittee shall be automatically recused from voting on
any matter, except as provided in Section 4.3(b)(iv) or as otherwise specified elsewhere in this
Agreement, and except as provided below:

(1) if a Participant is a Bidding Participant whose Bid remains under
consideration, members appointed to the Operating Committee or any Subcommittee by such
Participant or any of its Affiliated Participants shall be recused from any vote concerning: (A)
whether another Bidder may revise its Bid; (B) the selection of a Bidder; or (C) any contract to
which such Participant or any of its Affiliates would be a party in its capacity as Plan Processor;
and

(i1) if a Participant is (A) then serving as Plan Processor, (B) is an
Affiliate of the Person then serving as Plan Processor, or (C) is an Affiliate of an entity that is a
Material Subcontractor to the Plan Processor, then in each case members appointed to the
Operating Committee or any Subcommittee by such Participant or any of its Affiliated
Participants shall be recused from any vote concerning: (1) the proposed removal of such Plan
Processor; or (2) any contract between the Company and such Plan Processor.

Section 4.4. Meetings of the Operating Committee.

(a) Meetings of the Operating Committee may be attended by each
Participant’s voting Representative and its alternate voting Representative and by a maximum of
two (2) nonvoting Representatives of each Participant, by members of the Advisory Committee,
by the Chief Compliance Officer, by other Representatives of the Company and the Plan
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Processor, by Representatives of the SEC, and by such other Persons that the Operating
Committee may invite to attend; provided that the Operating Committee may, where appropriate,
determine to meet in an Executive Session, during which only voting members of the Operating
Committee and Representatives of the SEC shall be present; provided, that the Operating
Committee may invite other Representatives of the Participants, of the Company, of the Plan
Processor (including the Chief Compliance Officer and the Chief Information Security Officer),
or such other Persons that the Operating Committee may invite to attend, to be present during an
Executive Session. Any determination of the Operating Committee to meet in an Executive
Session shall be made upon a Majority Vote and shall be reflected in the minutes of the meeting.
Regular meetings of the Operating Committee shall be held not less than once each calendar
quarter at such times as shall from time to time be determined by the Operating Committee, on
not less than ten (10) days’ notice. Special meetings of the Operating Committee may be called
upon the request of two or more Participants on not less than two (2) days’ notice; provided that
each Participant, collectively with all of such Participant’s Affiliated Participants, shall be
deemed a single Participant for purposes of this sentence. Emergency meetings of the Operating
Committee may be called upon the request of two (2) or more Participants and may occur as
soon as practical after calling for such meeting; provided that each Participant, collectively with
all of such Participant’s Affiliated Participants, shall be deemed a single Participant for purposes
of this sentence. In the case of an emergency meeting of the Operating Committee, in addition to
those Persons otherwise entitled to attend such meeting: (i) each Participant shall have the right
to designate a reasonable number of its employees or other Representatives with substantial
knowledge or expertise relevant to the subject matter of such meeting to attend such meeting;
and (i1) each Participant shall use commercially reasonable efforts to designate an employee or
other Representative of such Participant with substantial knowledge or expertise relevant to the
subject matter of such meeting to attend such meeting; provided, for the avoidance of doubt, that
no Person attending any such meeting solely by virtue of this sentence shall have the right to
vote on any matter submitted for a vote at any such meeting. The Chair, or in his or her absence,
a member of the Operating Committee designated by the Chair or by members of the Operating
Committee in attendance, shall preside at each meeting of the Operating Committee, and a
Person in attendance designated by the Chair (or the member of the Operating Committee
presiding in the Chair’s absence) shall act as Secretary to record the minutes thereof. The
location of the regular and special meetings of the Operating Committee shall be fixed by the
Operating Committee, provided that in general the location of meetings shall be rotated among
the locations of the principal offices of the Participants. Members of the Operating Committee
may be present at a meeting by conference telephone or other electronic means that enables each
of them to hear and be heard by all others present at the meeting. Whenever notice of any
meeting of the Operating Committee is required to be given by law or this Agreement, a written
waiver, signed by the Person entitled to notice, or a waiver by electronic transmission by the
Person entitled to notice, whether before, at or after the time stated in such notice, shall be
deemed equivalent to notice. Attendance at a meeting of the Operating Committee by a member
thereof shall constitute a waiver of notice of such meeting, except when such member of the
Operating Committee attends any such 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.

(b) Any Person that is not a Participant, but for which the SEC has published
a Form 1 Application or Form X-15AA-1 Application to become a national securities exchange
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or a national securities association, respectively, shall be permitted to appoint one primary
Representative and one alternate Representative to attend regularly scheduled Operating
Committee meetings in the capacity of a non-voting observer but shall not be permitted to have
any Representative attend a special meeting, emergency meeting or meeting held in Executive
Session of the Operating Committee. If such Person’s Form 1 Application or Form X-15AA-1
Application is withdrawn or returned for any reason, then such Person shall no longer be eligible
to be represented in regularly scheduled Operating Committee meetings. The Operating
Committee shall have the discretion, in limited instances, to deviate from this policy if it
determines, by Majority Vote, that circumstances so warrant; provided, however, that the
exercise of such discretion is reasonable and does not impose any unnecessary or inappropriate
burden on competition.

Section 4.5. Interpretation of Other Requlations. Interpretive questions arising
during the operation or maintenance of the Central Repository with respect to applicable laws,
rules or regulations shall be presented to the Operating Committee, which shall determine
whether to seek interpretive guidance from the SEC or other appropriate regulatory body and, if
so, in what form.

Section 4.6. Officers of the Company.

(a) Each of the Chief Compliance Officer and the Chief Information Security
Officer (each of whom shall be employed solely by the Plan Processor and neither of whom shall
be deemed or construed in any way to be an employee of the Company) shall be an Officer with
the same respective title, as applicable, as the Chief Compliance Officer of the Company and the
Chief Information Security Officer of the Company. Neither such Officer shall receive or be
entitled to any compensation from the Company or any Participant by virtue of his or her service
in such capacity (other than, if a Participant is then serving as the Plan Processor, compensation
paid to such Officer as an employee of such Participant). Each such Officer shall report directly
to the Operating Committee. The Chief Compliance Officer shall work on a regular and frequent
basis with the Compliance Subcommittee and/or other Subcommittees as may be determined by
the Operating Committee. Except to the extent otherwise provided herein, including Section 6.2,
each such Officer shall have such fiduciary and other duties with regard to the Plan Processor as
imposed by the Plan Processor on such individual by virtue of his or her employment by the Plan
Processor. Notwithstanding the foregoing, the Company shall require the Plan Processor, in a
written agreement with the Company, to acknowledge that the Officers of the Company owe
fiduciary duties to the Company (set forth in Section 4.7(c) of this Agreement), and that, to the
extent that the duties owed to the Company by the Officers of the Company, including the Chief
Compliance Officer or Chief Information Security Officer, conflict with any duties owed to the
Plan Processor, the duties to the Company will control.

(b) The Plan Processor shall inform the Operating Committee of the
individual who has direct management responsibility for the Plan Processor’s performance of its
obligations with respect to the CAT. Subject to approval by the Operating Committee of such
individual, the Operating Committee shall appoint such individual as an Officer. In addition, the
Operating Committee by Supermajority Vote may appoint other Officers as it shall from time to
time deem necessary, and may assign any title to any such Officer as it deems appropriate. Any
Officer appointed pursuant to this Section 4.6(b) shall have only such duties and responsibilities
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as set forth in this Agreement or as the Operating Committee shall from time to time expressly
determine, but no such Officer shall have any authority to bind the Company (which authority is
vested solely in the Operating Committee) or be an employee of the Company, unless in each
case the Operating Committee, by Supermajority Vote, expressly determines otherwise. No
person subject to a “statutory disqualification” (as defined in Section 3(a)(39) of the Exchange
Act) may serve as an Officer. It is the intent of the Participants that the Company have no
employees.

Section 4.7. Interpretation of Certain Rights and Duties of Participants, Members
of the Operating Committee and Officers. To the fullest extent permitted by the Delaware Act
and other applicable law:

(a) the respective obligations of the Participants, Officers, and the members of
the Operating Committee, to each other and to the Company are limited to the express
obligations set forth in this Agreement;

(b) the Participants hereby expressly acknowledge and agree that each
member of the Operating Committee, individually, is serving hereunder solely as, and shall act in
all respects hereunder solely as, an agent of the Participant appointing such member of the
Operating Committee;

(c) no Participant or member of the Operating Committee, in such Person’s
capacity as such, shall have any fiduciary or similar duties or obligations to the Company or any
other Participant or member of the Operating Committee, whether express or implied by the
Delaware Act or any other law, in each case subject only to the implied contractual covenant of
good faith and fair dealing, and each Participant and the Company, to the fullest extent permitted
by applicable law, waives any claim or cause of action against any Participant or member of the
Operating Committee that might otherwise arise in respect of any such fiduciary duty or similar
duty or obligation; provided, however, that the provisions of this Section 4.7(c) shall have no
effect on the terms of any relationship, agreement or arrangement between any member of the
Operating Committee and the Participant appointing such member of the Operating Committee
or between any Participant (other than solely in its capacity as a Participant) and the Company
such as a contract between such Participant and the Company pursuant to which such Participant
serves as the Plan Processor. Each Officer shall have the same fiduciary duties and obligations
to the Company as a comparable officer of a Delaware corporation and in all cases shall conduct
the business of the Company and execute his or her duties and obligations in good faith and in
the manner that the Officer reasonably believes to be in the best interests of the Company;

(d) subject to Section 4.7(c), each Participant and each member of the
Operating Committee may, with respect to any vote, consent or approval that such Person is
entitled to grant or withhold pursuant to this Agreement, grant or withhold such vote, consent or
approval in its sole and absolute discretion, with or without cause; and

(e) for the avoidance of doubt, no Participant shall be entitled to appraisal or
dissenter rights for any reason with respect to any Company Interest.
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Section 4.8. Exculpation and Indemnification.

(a) Except for the indemnification obligations of Participants under Section
4.1, no Participant or member of the Operating Committee shall be liable to the Company or to
any Participant for any loss suffered by the Company or by any other Participant unless such loss
is caused by: (i) the fraud, gross negligence, willful misconduct or willful violation of law on the
part of such Participant or member of the Operating Committee; or (ii) in the case of a
Participant, a material breach of this Agreement by such Participant. The provisions of this
Section 4.8(a) shall have no effect on the terms of any relationship, agreement or arrangement
between any member of the Operating Committee and the Participant appointing such member to
the Operating Committee or between any Participant (other than solely in its capacity as a
Participant) and the Company such as a contract between such Participant and the Company
pursuant to which such Participant serves as the Plan Processor.

(b) Subject to the limitations and conditions as provided in this Section 4.8(b),
the Company shall indemnify any Participant and any member of the Operating Committee (and
may, upon approval of the Operating Committee, indemnify any employee or agent of the
Company) who was or is made a party or is threatened to be made a party to or is involved in any
threatened, pending or completed action, suit or proceeding, whether civil, criminal,
administrative, arbitrative (hereinafter a “Proceeding”), or any appeal in such a Proceeding or
any inquiry or investigation that could lead to such a Proceeding, by reason of the fact that such
Person is or was a Participant, a member of the Operating Committee or any Subcommittee, or
an employee or agent of the Company against judgments, penalties (including excise and similar
taxes and punitive damages), fines, settlements and reasonable expenses (including attorneys’
fees) actually incurred by such Person in connection with such Proceeding, if and only if the
Person seeking indemnification is entitled to exculpation pursuant to Section 4.8(a).
Indemnification under this Section 4.8(b) shall continue as to a Person who has ceased to serve
in the capacity which initially entitled such Person to indemnification hereunder. As a condition
precedent to an indemnified Person’s right to be indemnified pursuant to this Section 4.8(b), such
indemnified Person must notify the Company in writing as soon as practicable of any Proceeding
for which such indemnified Person will or could seek indemnification. With respect to any
Proceeding of which the Company is so notified, the Company shall be entitled to participate
therein at its own expense and/or to assume the defense thereof at its own expense, with legal
counsel reasonably acceptable to the indemnified Person. If the Company does not assume the
defense of any such Proceeding of which the Company receives notice under this Section 4.8(b),
reasonable expenses incurred by an indemnified Person in connection with any such Proceeding
shall be paid or reimbursed by the Company in advance of the final disposition of such
Proceeding upon receipt by the Company of: (i) written affirmation by the indemnified Person of
such Person’s good faith belief that such Person has met the standard of conduct necessary for
such Person to be entitled to indemnification by the Company (which, in the case of a Person
other than a Participant or a member of the Operating Committee, shall be, unless otherwise
determined by the Operating Committee, that (A) such Person determined, in good faith, that
such conduct was in, or was not opposed to, the best interests of the Company and (B) such
conduct did not constitute gross negligence or willful misconduct); and (ii) a written undertaking
by such Person to repay such expenses if it shall ultimately be determined by a court of
competent jurisdiction that such Person has not met such standard of conduct or is otherwise not
entitled to indemnification by the Company. The Company shall not indemnify an indemnified
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Person to the extent such Person is reimbursed from the proceeds of insurance, and in the event
the Company makes any indemnification payments to an indemnified Person and such Person is
subsequently reimbursed from the proceeds of insurance, such Person shall promptly refund such
indemnification payments to the Company to the extent of such insurance reimbursement. The
rights granted pursuant to this Section 4.8(b) shall be deemed contract rights, and no amendment,
modification or repeal of this Section 4.8(b) shall have the effect of limiting or denying any such
rights with respect to actions taken or Proceedings arising prior to any amendment, modification
or repeal. It is expressly acknowledged that the indemnification provided in this Section 4.8(b)
could involve indemnification for negligence or under theories of strict liability. For Persons
other than Participants or members of the Operating Committee, indemnification shall only be
made upon the approval of the Operating Committee. Notwithstanding anything to the contrary
in this Section 4.8 or elsewhere in this Agreement, no Person shall be indemnified hereunder for
any losses, liabilities or expenses arising from or out of a violation of federal or state securities
laws or any other intentional or criminal wrongdoing. Any indemnification under this Section
4.8 shall be paid from, and only to the extent of, Company assets, and no Participant shall have
any personal liability on account thereof in the absence of a separate written agreement to the
contrary.

Section 4.9. Ereedom of Action. Each Participant and such Participant’s Affiliates,
and their respective Representatives (individually, “Permitted Person and collectively, the
“Permitted Persons”) may have other business interests and may engage in any business or trade,
profession, employment, or activity whatsoever (regardless of whether any such activity
competes, directly or indirectly, with the Company’s business or activities), for its own account,
or in partnership with, or as a Representative of, any other Person. No Permitted Person (other
than, if a Participant is then serving as the Plan Processor, any Officer then employed by the Plan
Processor) shall be required to devote its entire time (business or otherwise), or any particular
portion of its time (business or otherwise) to the business of the Company. Neither the Company
nor any Participant nor any Affiliate thereof, by virtue of this Agreement, shall have any rights in
and to any such independent venture or the income or profits derived therefrom, regardless of
whether or not such venture was initially presented to a Permitted Person as a direct or indirect
result of such Permitted Person’s relationship with the Company. No Permitted Person shall
have any obligation hereunder to present any business opportunity to the Company, even if the
opportunity is one that the Company might reasonably have pursued or had the ability or desire
to pursue, in each case, if granted the opportunity to do so, and no Permitted Person shall be
liable to the Company or any Participant (or any Affiliate thereof) for breach of any fiduciary or
other duty relating to the Company (whether imposed by applicable law or otherwise), by reason
of the fact that the Permitted Person pursues or acquires such business opportunity, directs such
business opportunity to another Person or fails to present such business opportunity, or
information regarding such business opportunity, to the Company. Each Participant and the
Company, to the fullest extent permitted by applicable law, waives any claim or cause of action
against any Permitted Person for breach of any fiduciary duty or other duty (contractual or
otherwise) by reason of the fact that the Permitted Person pursues or acquires any opportunity for
itself, directs such opportunity to another Person, or does not present such opportunity to the
Company. This Section 4.9 shall have no effect on the terms of any relationship, agreement or
arrangement between any Participant (other than solely in its capacity as a Participant) and the
Company such as a contract between such Participant and the Company pursuant to which such
Participant serves as the Plan Processor.
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Section 4.10. Arrangements with Participants and Members of the Operating
Committee. Subject to the terms of this Agreement, including Section 4.3(b)(iv) and Section
4.3(d), and any limitations imposed on the Company and the Participants under applicable law,
rules, or regulations, the Company may engage in business with, or enter into one or more
agreements, leases, contracts or other arrangements for the furnishing to or by it of goods,
services, technology or space with, any Participant, any member of the Operating Committee or
any Affiliate of any Participant or member of the Operating Committee, and may pay
compensation in connection with such business, goods, services, technology or space.

Section 4.11. Participant Action Without a Meeting. Any action required or
permitted to be taken by Participants pursuant to this Agreement (including pursuant to any
provision of this Agreement that requires the consent or approval of Participants) may be taken
without a meeting, by unanimous consent in writing, setting forth the action so taken, which
consent shall be signed by all Participants entitled to consent.

Section 4.12. Subcommittees.

(a) The Operating Committee may, by Majority Vote, designate by resolution
one (1) or more subcommittees (each, a “Subcommittee™) it deems necessary or desirable in
furtherance of the management of the business and affairs of the Company. For any
Subcommittee, any member of the Operating Committee who wants to serve thereon may so
serve, and if Affiliated Participants have collectively appointed one member to the Operating
Committee to represent them, then such Affiliated Participants may have only that member serve
on the Subcommittee or may decide not to have only that collectively appointed member serve
on the Subcommittee. Such member may designate an individual other than himself or herself
who is also an employee of the Participant or Affiliated Participants that appointed such member
to serve on a Subcommittee in lieu of the particular member. Any Subcommittee, to the extent
provided in the resolution of the Operating Committee designating it and subject to Section 4.1
and non-waivable provisions of the Delaware Act, shall have and may exercise all the powers
and authority of the Operating Committee in the management of the business and affairs of the
Company as so specified in the resolution of the Operating Committee. Each Subcommittee
shall keep minutes and make such reports as the Operating Committee may from time to time
request. Except as the Operating Committee may otherwise determine, any Subcommittee may
make rules for the conduct of its business, but unless otherwise provided by the Operating
Committee or in such rules, its business shall be conducted as nearly as possible in the same
manner as is provided in this Agreement for the Operating Committee.

(b) The Operating Committee shall maintain a compliance Subcommittee (the
“Compliance Subcommittee™). The Compliance Subcommittee’s purpose shall be to aid the
Chief Compliance Officer (who shall directly report to the Operating Committee in accordance
with Section 6.2(a)(iii)) as necessary, including with respect to issues involving:

(1) the maintenance of the confidentiality of information submitted to
the Plan Processor or Central Repository pursuant to SEC Rule 613, applicable law, or this
Agreement by Participants and Industry Members;

Public Appendix 37



(11) the timeliness, accuracy, and completeness of information
submitted pursuant to SEC Rule 613, applicable law, or this Agreement by Participants and
Industry Members; and

(ii1))  the manner in and extent to which each Participant is meeting its
obligations under SEC Rule 613, Section 3.11, and as set forth elsewhere in this Agreement and
ensuring the consistency of this Agreement’s enforcement as to all Participants.

Section 4.13. Advisory Committee.

(a) An advisory committee to the Company (the “Advisory Committee™) shall
be formed and shall function in accordance with SEC Rule 613(b)(7) and this Section 4.13.

(b)  No member of the Advisory Committee may be employed by or affiliated
with any Participant or any of its Affiliates or facilities. A Representative of the SEC shall serve
as an observer of the Advisory Committee (but shall not be a member thereof). The Operating
Committee shall select one (1) member to serve on the Advisory Committee from representatives
of each category identified in Sections 4.13(b)(i) through 4.13(b)(xii) to serve on the Advisory
Committee on behalf of himself or herself individually and not on behalf of the entity for which
the individual is then currently employed; provided that the members so selected pursuant to
Sections 4.13(b)(i) through 4.13(b)(xi1) must include, in the aggregate, representatives of no
fewer than three (3) broker-dealers that are active in the options business and representatives of
no fewer than three (3) broker-dealers that are active in the equities business; and provided
further that upon a change in employment of any such member so selected pursuant to Sections
4.13(b)(1) through 4.13(b)(xi1) a Majority Vote of the Operating Committee shall be required for
such member to be eligible to continue to serve on the Advisory Committee:

(1) a broker-dealer with no more than 150 Registered Persons;

(i1) a broker-dealer with at least 151 and no more than 499 Registered
Persons;

(ii1))  a broker-dealer with 500 or more Registered Persons;
(iv)  abroker-dealer with a substantial wholesale customer base;

(v) a broker-dealer that is approved by a national securities exchange
(A) to effect transactions on an exchange as a specialist, market maker, or floor broker; or (B) to
act as an institutional broker on an exchange;

(vi)  a proprietary-trading broker-dealer;
(vii)  aclearing firm;

(viii) an individual who maintains a securities account with a registered
broker or dealer but who otherwise has no material business relationship with a broker or dealer
or with a Participant;
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(ixX) amember of academia who is a financial economist;

(x) three institutional investors, including an individual trading on
behalf of an investment company or group of investment companies registered pursuant to the
Investment Company Act of 1940;

(xi)  an individual with significant and reputable regulatory expertise;
and

(xi1)  a service bureau that provides reporting services to one or more
CAT Reporters.

(©) Four of the fourteen initial members of the Advisory Committee, as
determined by the Operating Committee, shall have an initial term of one (1) year. Five of the
fourteen initial members of the Advisory Committee, as determined by the Operating
Committee, shall have an initial term of two (2) years. All other members of the Advisory
Committee shall have a term of three (3) years. No member of the Advisory Committee may
serve thereon for more than two consecutive terms.

(d) The Advisory Committee shall advise the Participants on the
implementation, operation, and administration of the Central Repository, including possible
expansion of the Central Repository to other securities and other types of transactions. Members
of the Advisory Committee shall have the right to attend meetings of the Operating Committee
or any Subcommittee, to receive information concerning the operation of the Central Repository
(subject to Section 4.13(e)), and to submit their views to the Operating Committee or any
Subcommittee on matters pursuant to this Agreement prior to a decision by the Operating
Committee on such matters; provided that members of the Advisory Committee shall have no
right to vote on any matter considered by the Operating Committee or any Subcommittee and
that the Operating Committee or any Subcommittee may meet in Executive Session if, by
Majority Vote, the Operating Committee or Subcommittee determines that such an Executive
Session is advisable. The Advisory Committee may provide the Operating Committee with
recommendations of one or more candidates for the Operating Committee to consider when
selecting members of the Advisory Committee pursuant to Section 4.3(a)(ii); provided, however,
that the Operating Committee, at its sole discretion, will select the members of the Advisory
Committee pursuant to Section 4.3(a)(ii) from the candidates recommended to the Operating
Committee by the Advisory Committee, the Operating Committee itself, Participants or other
persons._The Operating Committee may solicit and consider views on the operation of the
Central Repository in addition to those of the Advisory Committee.

(e) Members of the Advisory Committee shall receive the same information
concerning the operation of the Central Repository as the Operating Committee; provided,
however, that the Operating Committee may withhold information it reasonably determines
requires confidential treatment. Any information received by members of the Advisory
Committee in furtherance of the performance of their functions pursuant to this Agreement shall
remain confidential unless otherwise specified by the Operating Committee.
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ARTICLE V

INITIAL PLAN PROCESSOR SELECTION

Section 5.1.  Selection Committee. The Participants shall establish a Selection
Committee in accordance with this Article V to evaluate and review Bids and select the Initial
Plan Processor.

(a) Composition. Each Participant shall select from its staff one (1) senior
officer (“Voting Senior Officer”) to represent the Participant as a member of the Selection
Committee. In the case of Affiliated Participants, one (1) individual may be (but is not required
to be) the Voting Senior Officer for more than one or all of the Affiliated Participants. Where
one (1) individual serves as the Voting Senior Officer for more than one Affiliated Participant,
such individual shall have the right to vote on behalf of each such Affiliated Participant.

(b) Voting.

(1) Unless recused pursuant to Sections 5.1(b)(ii), 5.1(b)(iii), or
5.1(b)(iv), each Participant shall have one vote on all matters considered by the Selection
Committee.

(11) No Bidding Participant shall vote on whether a Shortlisted Bidder
shall be permitted to revise its Bid pursuant to Section 5.2(c)(ii) or 5.2(d)(i) below if a Bid
submitted by or including the Participant or an Affiliate of the Participant is a Shortlisted Bid.

(iii)  No Bidding Participant shall vote in the process narrowing the set
of Shortlisted Bidders as set forth in Section 5.2(c)(iii) if a Bid submitted by or including the
Participant or an Affiliate of the Participant is a Shortlisted Bid.

(iv)  No Bidding Participant shall vote in any round if a Bid submitted
by or including the Participant or an Affiliate of the Participant is a part of such round.

(v) All votes by the Selection Committee shall be confidential and
non-public. All such votes shall be tabulated by an independent third party approved by the
Operating Committee, and a Participant’s individual votes shall not be disclosed to other
Participants or to the public.

(©) Quorum.

(1) Any action requiring a vote by the Selection Committee can only
be taken at a meeting in which all Participants entitled to vote are present. Meetings of the
Selection Committee shall be held as needed at such times and locations as shall from time to
time be determined by the Selection Committee. Meetings may be held by conference telephone
or other acceptable electronic means if all Participants entitled to vote consent thereto in writing
or by other means the Selection Committee deems acceptable.

(i1) For purposes of establishing a quorum, a Participant is considered
present at a meeting only if the Participant’s Voting Senior Officer is either in physical

Public Appendix 40



attendance at the meeting or is participating by conference telephone or other acceptable
electronic means.

(i11))  Any Participant recused from voting on a particular action
pursuant to Section 5.1(b) above shall not be considered “entitled to vote” for purposes of
establishing whether a quorum is present for a vote to be taken on that action.

(d) Qualifications for Voting Senior Officer of Bidding Participants. The
following criteria must be met before a Voting Senior Officer is eligible to represent a Bidding
Participant and serve on the Selection Committee:

(1) the Voting Senior Officer is not responsible for the Bidding
Participant’s market operations, and is responsible primarily for the Bidding Participant’s legal
and/or regulatory functions, including functions related to the formulation and implementation of
the Bidding Participant’s legal and/or regulatory program;

(11) the Bidding Participant has established functional separation of its
legal and/or regulatory functions from its market operations and other business or commercial
objectives;

(ii1))  the Voting Senior Officer ultimately reports (including through the
Bidding Participant’s CEO or Chief Legal Officer/General Counsel) to an independent governing
body that determines or oversees the Voting Senior Officer’s compensation, and the Voting
Senior Officer does not receive any compensation (other than what is determined or overseen by
the independent governing body) that is based on achieving business or commercial objectives;

(iv)  the Voting Senior Officer does not have responsibility for any non-
regulatory functions of the Bidding Participant, other than the legal aspects of the organization
performed by the Chief Legal Officer/General Counsel or the Office of the General Counsel;

(v) the ultimate decision making of the Voting Senior Officer position
is tied to the regulatory effectiveness of the Bidding Participant, as opposed to other business or
commercial objectives;

(vi)  promotion or termination of the Voting Senior Officer is not based
on achieving business or commercial objectives;

(vil)  the Voting Senior Officer has no decision-making authority with
respect to the development or formulation of the Bid submitted by or including the Participant or
an Affiliate of the Participant; however, the staff assigned to developing and formulating such
Bid may consult with the Voting Senior Officer, provided such staff members cannot share
information concerning the Bid with the Voting Senior Officer;

(viii) the Voting Senior Officer does not report to any senior officers
responsible for the development or formulation of the Bid submitted by or including the
Participant or by an Affiliate of the Participant; however, joint reporting to the Bidding
Participant’s CEO or similar executive officer by the Voting Senior Officer and senior staff
developing and formulating such Bid is permissible, but the Bidding Participant’s CEO or
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similar executive officer cannot share information concerning such Bid with the Voting Senior
Officer;

(ix)  the compensation of the Voting Senior Officer is not separately
tied to income earned if the Bid submitted by or including the Participant or an Affiliate of the
Participant is selected; and

(x) the Voting Senior Officer, any staff advising the Voting Senior
Officer, and any similar executive officer or member of an independent governing body to which
the Voting Senior Officer reports may not disclose to any Person any non-public information
gained during the review of Bids, presentation by Qualified Bidders, and selection process. Staff
advising the Voting Senior Officer during the Bid review, presentation, and selection process
may not include the staff, contractors, or subcontractors that are developing or formulating the
Bid submitted by or including a Participant or an Affiliate of the Participant.

Section 5.2. Bid Evaluation and Initial Plan Processor Selection.

(a) Initial Bid Review to Determine Qualified Bids.

(1) The Selection Committee shall review all Bids in accordance with
the process developed by the Selection Committee.

(11) After review, the Selection Committee shall vote on each Bid to
determine whether such Bid is a Qualified Bid. A Bid that is deemed unqualified by at least a
two-thirds (2/3rds) vote of the Selection Committee shall not be deemed a Qualified Bid and
shall be eliminated individually from further consideration.

(b) Selection of Shortlisted Bids.

(1) Each Qualified Bidder shall be given the opportunity to present its
Bid to the Selection Committee. Following the presentations by Qualified Bidders, the Selection
Committee shall review and evaluate the Qualified Bids to select the Shortlisted Bids in
accordance with the process in this Section 5.1(b).

(i)  If there are six (6) or fewer Qualified Bids, all such Qualified Bids
shall be Shortlisted Bids.

(ii1))  If there are more than six (6) Qualified Bids but fewer than eleven
(11) Qualified Bids, the Selection Committee shall select five (5) Qualified Bids as Shortlisted
Bids, subject to the requirement in Section 5.2(d) below. Each Voting Senior Officer shall select
a first, second, third, fourth, and fifth choice from among the Qualified Bids.

(A) A weighted score shall be assigned to each choice as
follows:

(1) First choice receives five (5) points;

(2) Second choice receives four (4) points;
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3) Third choice receives three (3) points;
4) Fourth choice receives two (2) points; and
(%) Fifth choice receives one (1) point.

(B)  The five (5) Qualified Bids receiving the highest
cumulative scores shall be Shortlisted Bids.

(C) Inthe event of a tie to select the five Shortlisted Bids, all
such tied Qualified Bids shall be Shortlisted Bids.

(D)  To the extent there are Non-SRO Bids that are Qualified
Bids, the Shortlisted Bids selected pursuant to this Section 5.2(b)(ii1) must,
if possible, include at least two Non-SRO Bids. If, following the vote set
forth in this Section 5.2(b)(iii), no Non-SRO Bid was selected as a
Shortlisted Bid, the two Non-SRO Bids receiving the highest cumulative
votes (or one Non-SRO Bid if a single Non-SRO Bid is a Qualified Bid)
shall be added as Shortlisted Bids. If one Non-SRO Bid was selected as a
Shortlisted Bid, the Non-SRO Bid receiving the next highest cumulative
vote shall be added as a Shortlisted Bid.

(iv)  If'there are eleven (11) or more Qualified Bids, the Selection
Committee shall select fifty percent (50%) of the Qualified Bids as Shortlisted Bids, subject to
the requirement in Section 5.2(d) below. If there is an odd number of Qualified Bids, the number
of Shortlisted Bids chosen shall be rounded up to the next whole number (e.g., if there are
thirteen Qualified Bids, then seven Shortlisted Bids shall be selected). Each Voting Senior
Officer shall select as many choices as Shortlisted Bids to be chosen.

(A) A weighted score shall be assigned to each choice in single
point increments as follows:

(1) Last receives one (1) point;

(2) Next-to-last choice receives two (2) points;

3) Second-from-last choice receives three (3) points;
4) Third-from-last choice receives four (4) points;

(%) Fourth-from-last choice receives five (5) points; and
(6) Fifth-from-last choice receives six (6) points.

For each additional Shortlisted Bid that must be chosen, the points
assigned shall increase in single point increments.
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(B)  The fifty percent (50%) of Qualified Bids (or, if there is an
odd number of Qualified Bids, the next whole number above fifty percent

(50%) of Qualified Bids) receiving the highest cumulative scores shall be
Shortlisted Bids.

(C) Inthe event of a tie to select the Shortlisted Bids, all such
tied Qualified Bids shall be Shortlisted Bids.

(D)  To the extent there are Non-SRO Bids that are Qualified
Bids, the Shortlisted Bids selected pursuant to this Section 5.2(b)(iv) must,
if possible, include at least two Non-SRO Bids. If, following the vote set
forth in this Section 5.2(b)(iv), no Non-SRO Bid was selected as a
Shortlisted Bid, the two Non-SRO Bids receiving the highest cumulative
votes (or one Non-SRO Bid if a single Non-SRO Bid is a Qualified Bid)
shall be added as Shortlisted Bids. If one Non-SRO Bid was selected as a
Shortlisted Bid, the Non-SRO Bid receiving the next highest cumulative
vote shall be added as a Shortlisted Bid.

(©) Formulation of the CAT NMS Plan.

(1) The Selection Committee shall review the Shortlisted Bids to
identify optimal proposed solutions for the CAT and provide descriptions of such proposed
solutions for inclusion in this Agreement. This process may, but is not required to, include
iterative discussions with Shortlisted Bidders to address any aspects of an optimal proposed
solution that were not fully addressed in a particular Bid.

(1)  Prior to the approval of the CAT NMS Plan, all Shortlisted Bidders
will be permitted to revise their Bids one or more times if the Selection Committee determines,
by majority vote, that such revision(s) are necessary or appropriate.

(ii1))  Prior to approval of the CAT NMS Plan, and either before or after
any revisions to Shortlisted Bids are accepted, the Selection Committee may determine, by at
least a two-thirds vote, to narrow the number of Shortlisted Bids to three Bids, in accordance
with the process in this Section 5.2(c)(iii).

(A)  Each Voting Senior Officer shall select a first, second, and
third choice from among the Shortlisted Bids.

(B) A weighted score shall be assigned to each choice as
follows:

(1) First receives three (3) points;
(2) Second receives two (2) points; and

3) Third receives one (1) point.
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(C)  The three Shortlisted Bids receiving the highest cumulative
scores will be the new set of Shortlisted Bids.

(D)  Inthe event of a tie that would result in more than three
final Shortlisted Bids, the votes shall be recounted, omitting each Voting
Senior Officer’s third choice, in order to break the tie. If this recount
produces a tie that would result in a number of final Shortlisted Bids larger
than or equal to that from the initial count, the results of the initial count
shall constitute the final set of Shortlisted Bids.

(E)  To the extent there are Non-SRO Bids that are Shortlisted
Bids, the final Shortlisted Bids selected pursuant to this Section 5.2(c)(iii)
must, if possible, include at least one Non-SRO Bid. If following the vote
set forth in this Section 5.2(c)(iii), no Non-SRO Bid was selected as a final
Shortlisted Bid, the Non-SRO Bid receiving the highest cumulative votes
shall be retained as a Shortlisted Bid.

(F) The third party tabulating votes, as specified in Section
5.1(b)(5), shall identify to the Selection Committee the new set of
Shortlisted Bids, but shall keep confidential the individual scores and
rankings of the Shortlisted Bids from the process in this Section 5.2(¢)(iii).

(iv)  The Participants shall incorporate information on optimal proposed
solutions in this Agreement, including cost-benefit information as required by SEC Rule 613.

(d) Review of Shortlisted Bids Under the CAT NMS Plan.

(1) A Shortlisted Bidder shall be permitted to revise its Bid only upon
approval by a majority of the Selection Committee, subject to the recusal provision in Section
5.1(b)(ii) above, that revisions are necessary or appropriate in light of the content of the
Shortlisted Bidder’s initial Bid and the provisions in this Agreement. A Shortlisted Bidder may
not revise its Bid unless approved to do so by the Selection Committee pursuant to this Section
5.2(d)().

(i1) The Selection Committee shall review and evaluate all Shortlisted
Bids, including any permitted revisions thereto submitted by Shortlisted Bidders. In performing
the review and evaluation, the Selection Committee may consult with the Advisory Committee
established pursuant to paragraph (b)(7) of SEC Rule 613 and Section 4.13, and such other
Persons as the Selection Committee deems appropriate.

(e) Selection of Plan Processor Under this Agreement.

(1) There shall be two rounds of voting by the Selection Committee to
select the Initial Plan Processor from among the Shortlisted Bidders. Each round shall be scored
independently of prior rounds of voting, including the scoring to determine the Shortlisted Bids
under Section 5.2(b).
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(11) Each Participant shall have one vote in each round, except that no
Bidding Participant shall be entitled to vote in any round if the Participant’s Bid, a Bid submitted
by an Affiliate of the Participant, or a Bid including the Participant or an Affiliate of the
Participant is considered in such round.

(ii1))  First Round Voting by the Selection Committee.

(A) In the first round of voting, each Voting Senior Officer,
subject to the recusal provisions in Section 5.2(e)(i1), shall select a first
and second choice from among the Shortlisted Bids.

(B) A weighted score shall be assigned to each choice as
follows:

(1) First choice receives two (2) points; and
(2) Second choice receives one (1) point.

(C)  The two Shortlisted Bids receiving the highest cumulative
scores in the first round shall advance to the second round.

(D)  Inthe event of a tie that would result in more than two
Shortlisted Bids advancing to the second round, the tie shall be broken by
assigning one point per vote, with the Shortlisted Bid(s) receiving the
highest number of votes advancing to the second round. If, at this point,
the Shortlisted Bids remain tied, a revote shall be taken with each vote
receiving one point. If the revote results in a tie, the Participants shall
identify areas for further discussion and, following any such discussion,
voting shall continue until two Shortlisted Bids are selected to advance to
the second round.

(iv)  Second Round Voting by the Selection Committee.

(A)  Inthe second round of voting, each Voting Senior Officer,
subject to the recusal provisions in Section 5.2(e)(ii) above, shall vote for
one Shortlisted Bid.

(B)  The Shortlisted Bid receiving the most votes in the second
round shall be selected, and the proposed entity included in the Shortlisted
Bid to serve as the Plan Processor shall be selected as the Plan Processor.

(C) Inthe event of a tie, a revote shall be taken. If the revote
results in a tie, the Participants shall identify areas for further discussions
with the two Shortlisted Bidders. Following any such discussions, voting
shall continue until one Shortlisted Bid is selected.
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ARTICLE VI

FUNCTIONS AND ACTIVITIES OF CAT SYSTEM

Section 6.1. Plan Processor.

(a) The Initial Plan Processor shall be selected in accordance with Article V
and shall serve as the Plan Processor until its resignation or removal from such position in
accordance with this Section 6.1. The Company, under the direction of the Operating Committee
shall enter into one or more agreements with the Plan Processor obligating the Plan Processor to
perform the functions and duties contemplated by this Agreement to be performed by the Plan
Processor, as well as such other functions and duties the Operating Committee deems necessary
or appropriate.

(b) The Plan Processor may appoint such officers of the Plan Processor as it
deems necessary and appropriate to perform its functions under this Agreement and SEC Rule
613; provided that the Plan Processor shall, at a minimum, appoint, in accordance with Section
6.2: (1) the Chief Compliance Officer; (ii) the Chief Information Security Officer; and (iii) the
Independent Auditor. Notwithstanding anything to the contrary, the Operating Committee, by
Supermajority Vote, shall approve any appointment or removal of the Chief Compliance Officer,
the Chief Information Security Officer, or the Independent Auditor.

(©) The Plan Processor shall develop and, with the prior approval of the
Operating Committee, implement policies, procedures, and control structures related to the CAT
System that are consistent with SEC Rule 613(e)(4), Appendix C, and Appendix D.

(d) The Plan Processor shall:

(1) comply with applicable provisions of 15 U.S.C. § 78u-6 (Securities
Whistleblower Incentives and Protection) and the recordkeeping requirements of SEC Rule
613(e)(8);

(i1) consistent with Appendix D, Central Repository Requirements,
ensure the effective management and operation of the Central Repository;

(i)  consistent with Appendix D, Data Management, ensure the
accuracy of the consolidation of the CAT Data reported to the Central Repository pursuant to
Section 6.3 and Section 6.4; and

(iv)  consistent with Appendix D, Upgrade Process and Development of
New Functionality, design and implement appropriate policies and procedures governing the
determination to develop new functionality for the CAT including, among other requirements, a
mechanism by which changes can be suggested by Advisory Committee members, Participants,
or the SEC. Such policies and procedures also shall: (A) provide for the escalation of reviews of
proposed technological changes and upgrades (including as required by Section 6.1(i) and
Section 6.1(j) or as otherwise appropriate) to the Operating Committee; and (B) address the
handling of surveillance, including coordinated, SEC Rule 17d-2 or Regulatory Service
Agreement(s) (“RSA”) surveillance queries and requests for data.
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(e) Any policy, procedure or standard (and any material modification or
amendment thereto) applicable primarily to the performance of the Plan Processor’s duties as the
Plan Processor (excluding, for the avoidance of doubt, any policies, procedures or standards
generally applicable to the Plan Processor’s operations and employees) shall become effective
only upon approval thereof by the Operating Committee.

63) The Plan Processor shall, subject to the prior approval of the Operating
Committee, establish appropriate procedures for escalation of matters to the Operating
Committee.

(2) In addition to other policies, procedures and standards generally applicable
to the Plan Processor’s employees and contractors, the Plan Processor shall have hiring standards
and shall conduct and enforce background checks (e.g., fingerprint-based) for all of its
employees and contractors to ensure the protection, safeguarding and security of the facilities,
systems, networks, equipment and data of the CAT System, and shall have an insider and
external threat policy to detect, monitor and remedy cyber and other threats. Each Participant
will also conduct background checks of its employees and contractors that will use the CAT
System.

(h) The Plan Processor shall enter into appropriate Service Level Agreements
(“SLAs”) governing the performance of the Central Repository, as generally described in
Appendix D, Functionality of the CAT System, with the prior approval of the Operating
Committee. The Plan Processor in conjunction with the Operating Committee shall regularly
review and, as necessary, update the SLAs, in accordance with the terms of the SLAs. As further
contemplated in Appendix C, System Service Level Agreements (SLAs), and in Appendix D,
System SLAs, the Plan Processor may enter into appropriate service level agreements with third
parties applicable to the Plan Processor’s functions related to the CAT System (“Other SLAs”),
with the prior approval of the Operating Committee. The Chief Compliance Officer and/or the
Independent Auditor shall, in conjunction with the Plan Processor and, as necessary, the
Operating Committee, regularly review and, as necessary, update the Other SLAs, in accordance
with the terms of the applicable Other SLA.

(1) The Plan Processor shall, on an ongoing basis and consistent with any
applicable policies and procedures, evaluate and implement potential system changes and
upgrades to maintain and improve the normal day-to-day operating function of the CAT System.

() In consultation with the Operating Committee, the Plan Processor shall, on
an as needed basis and consistent with any applicable operational and escalation policies and
procedures, implement such material system changes and upgrades as may be required to ensure
effective functioning of the CAT System (i.e., those system changes and upgrades beyond the
scope contemplated by Section 6.1(1)).

(k) In consultation with the Operating Committee, the Plan Processor shall, on
an as needed basis, implement system changes and upgrades to the CAT System to ensure
compliance with any applicable laws, regulations or rules (including those promulgated by the
SEC or any Participant).
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) The Plan Processor shall develop and, with the prior approval of the
Operating Committee, implement a securities trading policy, as well as necessary procedures,
control structures and tools to enforce this policy. The securities trading policy shall include:

(1) the category(ies) of employees, and as appropriate, contractors, of
the Plan Processor to whom the policy will apply;

(i)  the scope of securities that are allowed or not allowed for trading;
(ii1))  the creation and maintenance of restricted trading lists;
(iv)  amechanism for declaring new or open account activity;

(v) a comprehensive list of any exclusions to the policy (e.g., blind
trust, non-discretionary accounts);

(vi)  requirements for duplicative records to be received by the Plan
Processor for periodic review; and

(vil) amechanism to review employee trading accounts.

(m)  The Plan Processor shall develop and, with the prior approval of the
Operating Committee, implement a training program that addresses the security and
confidentiality of all information accessible from the CAT, as well as the operational risks
associated with accessing the Central Repository. The training program will be made available
to all individuals who have access to the Central Repository on behalf of the Participants or the
SEC, prior to such individuals being granted access to the Central Repository.

(n) The Operating Committee will review the Plan Processor’s performance
under this Agreement at least once each year, or more often than once each year upon the request
of two Participants that are not Affiliated Participants. The Operating Committee shall notify the
SEC of any determination made by the Operating Committee concerning the continuing
engagement of the Plan Processor as a result of the Operating Committee’s review of the Plan
Processor and shall provide the SEC with a copy of any reports that may be prepared in
connection therewith.

(o) The Plan Processor shall provide the Operating Committee regular reports
on the CAT System’s operation and maintenance. The reports shall address:

(1) operational performance management information regarding the
capacity and performance of the CAT System as specified by the Operating Committee. Such
reports shall at a minimum address:

(A)  the capacity and performance of the Central Repository,

including at a minimum the requirements set forth in Appendix D, Central
Repository Requirements;
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(B) the basic functionality of the CAT System, including the
functions set forth in Appendix D, Functionality of the CAT System.

(11) data security issues for the Plan Processor and the Central
Repository taking into account the data security requirements set forth in Appendix D, Data
Security;

(i)  Participant usage statistics for the Plan Processor and the Central
Repository, including capacity planning studies and daily reports called for by Appendix D,
Capacity Requirements, as well as business continuity planning and disaster recovery issues for
the Plan Processor and the Central Repository, taking into account the business continuity
planning and disaster recovery requirements set forth in Appendix D, BCP / DR Process;

(iv)  system improvement issues with the Plan Processor and the
Central Repository as contemplated by Appendix D, Upgrade Process and Development of New
Functionality;

(v) Error Rates relating to the Central Repository,! including, in each
case to the extent the Operating Committee determines necessary or advisable, Error Rates by
day and by delta over time, and Compliance Thresholds by CAT Reporter, by Reportable Event,
by age before resolution, by symbol, by symbol type (e.g., ETF and Index) and by event time (by
hour and cumulative on the hour) as set forth in Appendix C, Error Communication, Correction,
and Processing;

(vi)  financial statements of the Plan Processor prepared in accordance
with GAAP (A) audited by an independent public accounting firm or (B) certified by the Plan
Processor’s Chief Financial Officer (which financial statements contemplated by this Section
6.1(0)(vi) shall be provided no later than 180 days after the Plan Processor’s fiscal year end);

(vii)  continued solvency of the Plan Processor;
(viii) budgetary status of any items subject to Section 6.2(a)(ii);

(ix)  internal audit analysis and the status of any internal audit related
deliverables; and

(x) additional items as requested by the Operating Committee, any
Officer of the Company, or the Independent Auditor.

(p) Upon the request of the Operating Committee or any Subcommittee, the
Plan Processor shall attend any meeting of the Operating Committee or such Subcommittee.

(q) The Operating Committee, by Supermajority Vote, may remove the Plan
Processor from such position at any time.

! This Error Rate includes errors by CAT Reporters and linkage validation errors. In addition, errors attributable to
the Plan Processor will be memorialized and reported to the Operating Committee.
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(r) The Operating Committee may, by Majority Vote, remove the Plan
Processor from such position at any time if it determines that the Plan Processor has failed to
perform its functions in a reasonably acceptable manner in accordance with the provisions of this
Agreement or that the Plan Processor’s expenses have become excessive and are not justified. In
making such determination, the Operating Committee shall consider, among other factors: (i) the
reasonableness of the Plan Processor’s response to requests from Participants or the Company
for technological changes or enhancements; (ii) results of any assessments performed pursuant to
Section 6.6; (iii) the timeliness of conducting preventative and corrective information technology
system maintenance for reliable and secure operations; (iv) compliance with requirements of
Appendix D; and (v) such other factors related to experience, technological capability, quality
and reliability of service, costs, back-up facilities, failure to meet service level agreement(s) and
regulatory considerations as the Operating Committee may determine to be appropriate.

(s) The Plan Processor may resign from such position; provided that no such
resignation shall be effective earlier than two (2) years (or such other shorter period as may be
determined by the Operating Committee by Supermajority Vote) after the Plan Processor
provides written notice of such resignation to the Company.

() The Operating Committee, by Supermajority Vote, shall fill any vacancy
in the Plan Processor position, and shall establish a Plan Processor Selection Subcommittee in
accordance with Section 4.12 to evaluate and review Bids and make a recommendation to the
Operating Committee with respect to the selection of the successor Plan Processor. Any
successor Plan Processor appointed pursuant to this Section 6.1(t) shall be subject to all the terms
and conditions of this Agreement applicable to the Plan Processor commencing from such
appointment effective date.

(u) The Plan Processor shall afford to Participants and the Commission such
access to the Representatives of the Plan Processor as any Participant or the Commission may
request solely for the purpose of performing such Person’s regulatory and oversight
responsibilities pursuant to the federal securities laws, rules, and regulations or any contractual
obligations, and shall direct such Representatives to cooperate with any inquiry, investigation, or
proceeding conducted by or on behalf of any Participant or the Commission related to such

purpose.

Section 6.2. Chief Compliance Officer and Chief Information Security Officer.

(a) Chief Compliance Officer.

(1) The Plan Processor shall designate an employee of the Plan
Processor to serve, subject to the approval of the Operating Committee by Supermajority Vote,
as the Chief Compliance Officer. The Plan Processor shall also designate at least one other
employee (in addition to the person then serving as Chief Compliance Officer), which employee
the Operating Committee has previously approved, to serve temporarily as the Chief Compliance
Officer if the employee then serving as the Chief Compliance Officer becomes unavailable or
unable to serve in such capacity (including by reason of injury or illness). Any person
designated to serve as the Chief Compliance Officer (including to serve temporarily) shall be
appropriately qualified to serve in such capacity based on the duties and responsibilities assigned
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to the Chief Compliance Officer under this Agreement and shall dedicate such person’s entire
working time to such service (or temporary service) (except for any time required to attend to
any incidental administrative matters related to such person’s employment with the Plan
Processor that do not detract in any material respect from such person’s service as the Chief
Compliance Officer). The Plan Processor may, at its discretion: (A) designate another employee
previously approved by the Operating Committee by Supermajority Vote to serve in such
capacity to temporarily serve as the Chief Compliance Officer if the employee then serving as
the Chief Compliance Officer becomes unavailable or unable to serve as the Chief Compliance
Officer (including by reason of injury or illness) for a period not in excess of thirty (30) days; or
(B) designate another employee of the Plan Processor to replace, subject to approval of the
Operating Committee by a Supermajority Vote, the Chief Compliance Officer. The Plan
Processor shall promptly designate another employee of the Plan Processor to replace, subject to
the approval of the Operating Committee by Supermajority Vote, the Chief Compliance Officer
if the Chief Compliance Officer’s employment with the Plan Processor terminates or the Chief
Compliance Officer is otherwise unavailable or unable to serve as the Chief Compliance Officer
(including by reason of injury or illness) for a period in excess of thirty (30) days. The
Operating Committee shall report any action taken pursuant to Section 6.2(a)(i) to the SEC.

(i1) The Plan Processor, subject to the oversight of the Operating
Committee, shall ensure that the Chief Compliance Officer has appropriate resources to fulfill
the obligations of the Chief Compliance Officer set forth in SEC Rule 613 and in this
Agreement.

(ii1))  In respect of all duties and responsibilities of the Chief Compliance
Officer in such capacity (including those set forth in this Agreement), the Chief Compliance
Officer shall be directly responsible and shall directly report to the Operating Committee,
notwithstanding that he or she is employed by the Plan Processor.

(iv)  The compensation (including base salary and bonus) of the Chief
Compliance Officer shall be payable by the Plan Processor, but subject to review and approval
by the Operating Committee, and the Operating Committee shall render the Chief Compliance
Officer’s annual performance review.

(V) The Chief Compliance Officer shall:

(A)  regularly review the operation of the Central Repository to
ensure its continued effectiveness based on market and technological
developments and consistent with Appendix D, Upgrade Process and
Development of New Functionality, and make any appropriate
recommendations for enhancements to the nature of the information
collected and the manner in which it is processed;

(B)  identify and assist the Company in retaining an
appropriately qualified independent auditor of national recognition
(subject to the approval of the Operating Committee by Supermajority
Vote, the “Independent Auditor”) and, in collaboration with such
Independent Auditor, create and implement an annual audit plan (subject
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to the approval of the Operating Committee) which shall at a minimum
include a review of all Plan Processor policies, procedures and control
structures;

(C)  in collaboration with the Chief Information Security
Officer, and consistent with Appendix D, Data Security, and any other
applicable requirements related to data security, Customer Account
Information and Customer Identifying Information, identify and assist the
Company in retaining an appropriately qualified independent auditor
(based on specialized technical expertise, which may be the Independent
Auditor or subject to the approval of the Operating Company by
Supermajority Vote, another appropriately qualified independent auditor),
and in collaboration with such independent auditor, create and implement
an annual audit plan (subject to the approval of the Operating Committee),
which shall at a minimum include a review of all Plan Processor policies,
procedures and control structures, and real time tools that monitor and
address data security issues for the Plan Processor and the Central
Repository;

(D)  have the ability to hire or retain adequate resources as
needed (e.g., advisors and counsel) to fulfill its obligations;

(E)  perform reviews with respect to the matters referenced in
Section 4.12(b) and report periodically, and on an as needed basis, to the
Operating Committee concerning the findings of any such reviews;

(F) report to the Operating Committee and conduct any
relevant review of the Plan Processor or the Central Repository requested
by the Operating Committee, including directing internal or external
auditors, as appropriate, to support any such review;

(G)  perform and provide the regular written assessment to the
SEC required by Section 6.6 and SEC Rule 613;

(H)  regularly review the information security program
developed and maintained by the Plan Processor pursuant to Section 6.12
and determine the frequency of such reviews;

D report in a timely manner to the Operating Committee any
instances of non-compliance by the Plan Processor with any of the Central
Repository’s policies or procedures with respect to information security;

J) conduct regular monitoring of the CAT System for
compliance by each Participant and each Industry Member with SEC Rule
613, this Agreement and Appendix D, Reporting and Linkage
Requirements, and provide the results: (1) with regard to Industry
Members, to each Participant with oversight of such Industry Member or
to such Participant’s agent pursuant to a regulatory services agreement, or
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(b)

to the Participant responsible for enforcing compliance by such Industry
Member pursuant to an agreement entered into by the applicable
Participant pursuant to SEC Rule 17d-2; and (2) with regard to each
Participant, to the chief regulatory officer or equivalent of such
Participant;

(K)  develop a mechanism to conduct regular monitoring of the
CAT System for compliance by each Participant with SEC Rule 613, this
Agreement, and Appendix D, Reporting and Linkage Requirements;

(L)  develop and implement a notification and escalation
process to resolve and remediate any alleged noncompliance by a
Participant or Industry Member with the rules of the CAT, which process
will include appropriate notification and order of escalation to a
Participant, the Operating Committee, or the Commission;

(M)  develop and conduct an annual assessment of Business
Clock synchronization as specified in Section 6.8(c);

(N)  have access to Plan Processor staff and documentation as
appropriate to fulfill its obligations;

(O)  have access to the Operating Committee, including
attending all regular, special and emergency meetings of the Operating
Committee as a non-voting observer; provided, however, that the Chief
Compliance Officer shall not have the right to attend any Executive
Session that the Operating Committee may hold;

(P) work on a more regular and frequent basis with the
Compliance Subcommittee or other Subcommittee as may be determined
by the Operating Committee; and

(Q)  oversee the Plan Processor’s compliance with applicable
laws, rules and regulations related to the CAT System, in its capacity as
Plan Processor.

Chief Information Security Officer.

(1) The Plan Processor shall designate an employee of the Plan

Processor to serve, subject to the approval of the Operating Committee by Supermajority Vote,
as the Chief Information Security Officer. The Plan Processor shall also designate at least one
other employee (in addition to the person then serving as Chief Information Security Officer),
which employee the Operating Committee has previously approved, to serve temporarily as the
Chief Information Security Officer if the employee then serving as the Chief Information
Security Officer becomes unavailable or unable to serve in such capacity (including by reason of
injury or illness). Any person designated to serve as the Chief Information Security Officer
(including to serve temporarily) shall be appropriately qualified to serve in such capacity based
on the duties and responsibilities assigned to the Chief Information Security Officer under this
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Agreement and shall dedicate such person’s entire working time to such service (or temporary
service) (except for any time required to attend to any incidental administrative matters related to
such person’s employment with the Plan Processor that do not detract in any material respect
from such person’s service as the Chief Information Security Officer). The Plan Processor may,
at its discretion: (A) designate another employee previously approved by the Operating
Committee by Supermajority Vote to serve in such capacity to temporarily serve as the Chief
Information Security Officer if the employee then serving as Chief Information Security Officer
becomes unavailable or unable to serve as Chief Information Security Officer (including by
reason of injury or illness) for a period not in excess of thirty (30) days; or (B) designate another
employee of the Plan Processor to replace, subject to approval of the Operating Committee by a
Supermajority Vote, the Chief Information Security Officer. The Plan Processor shall promptly
designate another employee of the Plan Processor to replace, subject to the approval of the
Operating Committee by Supermajority Vote, the Chief Information Security Officer if the Chief
Information Security Officer’s employment with the Plan Processor terminates or the Chief
Information Security Officer is otherwise unavailable or unable to serve as Chief Information
Security Officer (including by reason of injury or illness) for a period in excess of thirty (30)
days. The Operating Committee shall report any action taken pursuant to Section 6.2(b)(1) to the
SEC.

(11) The Plan Processor, subject to the oversight of the Operating
Committee, shall ensure that the Chief Information Security Officer has appropriate resources to
fulfill the obligations of the Chief Information Security Officer set forth in SEC Rule 613 and in
this Agreement, including providing appropriate responses to questions posed by the Participants
and the SEC.

(ii1)  Inrespect of all duties and responsibilities of the Chief Information
Security Officer in such capacity (including those set forth in this Agreement), the Chief
Information Security Officer shall be directly responsible and directly report to the Operating
Committee, notwithstanding that he or she is employed by the Plan Processor.

(iv)  The compensation (including base salary and bonus) of the Chief
Information Security Officer shall be payable by the Plan Processor, but subject to review and
approval by the Operating Committee, and the Operating Committee shall render the Chief
Information Security Officer’s annual performance review.

%) Consistent with Appendices C and D, the Chief Information
Security Officer shall be responsible for creating and enforcing appropriate policies, procedures,
and control structures to monitor and address data security issues for the Plan Processor and the
Central Repository including:

(A)  data security, including the standards set forth in Appendix
D, Data Security;

(B)  connectivity and data transfer, including the standards set
forth in Appendix D, Connectivity and Data Transfer;
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(C)  data encryption, including the standards set forth in
Appendix D, Data Encryption;

(D)  data storage and environment, including the standards set
forth in Appendix D, Data Storage and Environment;

(E)  data access and breach management, including the
standards set forth in Appendix D, Data Access, and Appendix D, Breach
Management;

(F)  PII data requirements, including the standards set forth in
Appendix D, PII Data Requirements;

(G)  industry standards, including the standards set forth in
Appendix D, Industry Standards; and

(H)  penetration test reviews, which shall occur at least every
year or earlier, or at the request of the Operating Committee, set forth in
Appendix D, Data Storage and Environment.

(vi)  Atregular intervals, to the extent that such information is available
to the Company, the Chief Information Security Officer shall report to the Operating Committee
the activities of the Financial Services Information Sharing and Analysis Center (“FS-ISAC”) or
other comparable body.

(vil)  The Chief Information Security Officer shall review the
information security policies and procedures of the Participants that are related to the CAT to
ensure that such policies and procedures are comparable to the information security policies and
procedures applicable to the Central Repository. If the Chief Information Security Officer, in
consultation with the Chief Compliance Officer, finds that any such policies and procedures are
not comparable to the policies and procedures applicable to the CAT System, and the issue is not
promptly addressed by the applicable Participant, the Chief Information Security Officer, in
consultation with the Chief Compliance Officer, will be required to notify the Operating
Committee of such deficiencies.

Section 6.3. Data Recording and Reporting by Participants. This Section 6.3 shall
become effective on the first anniversary of the Effective Date and shall remain effective
thereafter until modified or amended in accordance with the provisions of this Agreement and
applicable law.

(a) Format. As contemplated in Appendix D, Data Types and Sources, each
Participant shall report Participant Data to the Central Repository for consolidation and storage
in a format or formats specified by the Plan Processor, approved by the Operating Committee
and compliant with SEC Rule 613.
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(b) Timing of Recording and Reporting.

(1) As further described in Appendix D, Reporting and Linkage
Requirements, each Participant shall record Participant Data contemporaneously with the
applicable Reportable Event.

(11) Each Participant shall report Participant Data to the Central
Repository by 8:00 a.m. Eastern Time on the Trading Day following the day the Participant
records such Participant Data. A Participant may voluntarily report Participant Data prior to the
8:00 a.m. Eastern Time deadline.

(©) Applicable Securities.

(1) Each Participant that is a national securities exchange shall report
Participant Data for each NMS Security registered or listed for trading on such exchange or
admitted to unlisted trading privileges on such exchange.

(11) Each Participant that is a national securities association shall report
Participant Data for each Eligible Security for which transaction reports are required to be
submitted to such association.

(d) Participant Data. Subject to Section 6.3(c), and Appendix D, Reporting
and Linkage Requirements, and in accordance with the Technical Specifications, each
Participant shall record and electronically report to the Central Repository the following details
for each order and each Reportable Event, as applicable (“Participant Data”):

(1) for original receipt or origination of an order:
(A)  Firm Designated ID(s) for each Customer;
(B)  CAT-Order-ID;

(C)  SRO-Assigned Market Participant Identifier of the Industry
Member receiving or originating the order;

(D)  date of order receipt or origination;

(E)  time of order receipt or origination (using timestamps
pursuant to Section 6.8); and

(F)  Material Terms of the Order;
(11) for the routing of an order:
(A)  CAT-Order-ID;

(B)  date on which the order is routed;
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information:

(C)  time at which the order is routed (using timestamps
pursuant to Section 6.8);

(D)  SRO-Assigned Market Participant Identifier of the Industry
Member or Participant routing the order;

(E) SRO-Assigned Market Participant Identifier of the Industry
Member or Participant to which the order is being routed,

(F) if routed internally at the Industry Member, the identity and
nature of the department or desk to which the order is routed; and

(G)  Material Terms of the Order;

(i)  for the receipt of an order that has been routed, the following

(A)  CAT-Order-ID;
(B)  date on which the order is received;

(C)  time at which the order is received (using timestamps
pursuant to Section 6.8);

(D)  SRO-Assigned Market Participant Identifier of the Industry
Member or Participant receiving the order;

(E) SRO-Assigned Market Participant Identifier of the Industry
Member or Participant routing the order; and

(F)  Material Terms of the Order;
(iv)  ifthe order is modified or cancelled:
(A)  CAT-Order-ID;

(B)  date the modification or cancellation is received or
originated;

(C)  time at which the modification or cancellation is received
or originated (using timestamps pursuant to Section 6.8);

(D)  price and remaining size of the order, if modified;

(E)  other changes in the Material Terms of the Order, if
modified; and
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(F) whether the modification or cancellation instruction was
given by the Customer or was initiated by the Industry Member or
Participant;

V) if the order is executed, in whole or in part:
(A)  CAT-Order-1D;
(B)  date of execution;

(C)  time of execution (using timestamps pursuant to Section
6.8);

(D)  execution capacity (principal, agency or riskless principal);
(E)  execution price and size;

(F) SRO-Assigned Market Participant Identifier of the
Participant or Industry Member executing the order;

(G)  whether the execution was reported pursuant to an effective
transaction reporting plan or the Plan for Reporting of Consolidated
Options Last Sale Reports and Quotation Information; and

(vi)  other information or additional events as may be prescribed in

Appendix D, Reporting and Linkage Requirements.

basis,

(e)

CAT-Reporter-ID.

(1) Each Participant must submit to the Central Repository, on a daily

(A) all SRO-Assigned Market Participant Identifiers used by its
Industry Members or itself; and

(B)  information to identify (1) each such Industry Member,
including CRD number and LEI if such LEI has been obtained, and itself,
including LEI, if such LEI has been obtained.

(i1) The Plan Processor will use the SRO-Assigned Market Participant

Identifiers and identifying information to assign a CAT-Reporter-ID to each Industry Member or
Participant for internal use across all CAT Data in the Central Repository.

(®

Means of Transmission. As contemplated in Appendix D, each Participant

may utilize such methods as may be provided by the Plan Processor and approved by the
Operating Committee to transmit Participant Data to the Central Repository.

Section 6.4.

Data Reporting and Recording by Industry Members. The

requirements for Industry Members under this Section 6.4 shall become effective on the second
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anniversary of the Effective Date in the case of Industry Members other than Small Industry
Members, or the third anniversary of the Effective Date in the case of Small Industry Members,
and shall remain effective thereafter until modified or amended in accordance with the
provisions of this Agreement and applicable law.

(a) Format. As contemplated in Appendix D, Data Types and Sources, each
Participant shall, through its Compliance Rule, require its Industry Members to report Industry
Member Data to the Central Repository for consolidation and storage in a format or formats
specified by the Plan Processor, approved by the Operating Committee and compliant with SEC
Rule 613.

(b) Timing of Recording and Reporting.

(1) As further described in Appendix D, Reporting and Linkage
Requirements, each Participant shall, through its Compliance Rule, require its Industry Members
to record Recorded Industry Member Data contemporaneously with the applicable Reportable
Event.

(11) Consistent with Appendix D, Reporting and Linkage
Requirements, each Participant shall, through its Compliance Rule, require its Industry Members
to report: (A) Recorded Industry Member Data to the Central Repository by 8:00 a.m. Eastern
Time on the Trading Day following the day the Industry Member records such Recorded
Industry Member Data; and (B) Received Industry Member Data to the Central Repository by
8:00 a.m. Eastern Time on the Trading Day following the day the Industry Member receives
such Received Industry Member Data. Each Participant shall, through its Compliance Rule,
permit its Industry Members to voluntarily report Industry Member Data prior to the applicable
8:00 a.m. Eastern Time deadline.

(©) Applicable Securities.

(1) Each Participant that is a national securities exchange shall,
through its Compliance Rule, require its Industry Members to report Industry Member Data for
each NMS Security registered or listed for trading on such exchange or admitted to unlisted
trading privileges on such exchange.

(11) Each Participant that is a national securities association shall,
through its Compliance Rule, require its Industry Members to report Industry Member Data for
each Eligible Security for which transaction reports are required to be submitted to such
association.

(d) Required Industry Member Data.

(1) Subject to Section 6.4(c) and Section 6.4(d)(iii) with respect to
Options Market Makers, and consistent with Appendix D, Reporting and Linkage Requirements,
and the Technical Specifications, each Participant shall, through its Compliance Rule, require its
Industry Members to record and electronically report to the Central Repository for each order
and each Reportable Event the information referred to in Section 6.3(d), as applicable
(“Recorded Industry Member Data”).
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(11) Subject to Section 6.4(c) and Section 6.4(d)(ii1) with respect to
Options Market Makers, and consistent with Appendix D, Reporting and Linkage Requirements,
and the Technical Specifications, each Participant shall, through its Compliance Rule, require its
Industry Members to record and report to the Central Repository the following, as applicable
(“Received Industry Member Data” and collectively with the information referred to in Section
6.4(d)(1) “Industry Member Data”):

(A)  ifthe order is executed, in whole or in part:
(1) An Allocation Report;

(2) SRO-Assigned Market Participant Identifier of the
clearing broker or prime broker, if applicable; and

3) CAT-Order-ID of any contra-side order(s);
(B) ifthe trade is cancelled, a cancelled trade indicator; and

(C)  for original receipt or origination of an order, the Firm
Designated ID for the relevant Customer, and in accordance with Section
6.4(d)(iv), Customer Account Information and Customer Identifying
Information for the relevant Customer.

(ii1))  With respect to the reporting obligations of an Options Market
Maker with regard to its quotes in Listed Options, Reportable Events required pursuant to
Section 6.3(d)(i1) and (iv) shall be reported to the Central Repository by an Options Exchange in
lieu of the reporting of such information by the Options Market Maker. Each Participant that is
an Options Exchange shall, through its Compliance Rule, require its Industry Members that are
Options Market Makers to report to the Options Exchange the time at which a quote in a Listed
Option is sent to the Options Exchange (and, if applicable, any subsequent quote modifications
and/or cancellation time when such modification or cancellation is originated by the Options
Market Maker). Such time information also shall be reported to the Central Repository by the
Options Exchange in lieu of reporting by the Options Market Maker.

(iv)  Each Industry Member must submit an initial set of the Customer
information required in Section 6.4(d)(i1)(C) for Active Accounts_to the Central Repository upon
the Industry Member’s commencement of reporting to the Central Repository. Each Industry
Member must submit to the Central Repository any updates, additions or other changes to the
Customer information required in Section 6.4(d)(i1)(C) on a daily basis for all Active Accounts.
In addition, on a periodic basis as designated by the Plan Processor and approved by the
Operating Committee, each Industry Member will be required to submit to the Central
Repository a complete set of all Customer information required in Section 6.4(d)(i1)(C). The
Plan Processor will correlate such Customer information across all Industry Members, use it to
assign a Customer-ID for each Customer, and use the Customer-ID to link all Reportable Events
associated with an order for a Customer.
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(v) Each Participant shall, through its Compliance Rule, require its
Industry Members to record and report to the Central Repository other information or additional
events as may be prescribed in Appendix D, Reporting and Linkage Requirements.

(vi)  Each Industry Member must submit to the Central Repository
information sufficient to identify such Industry Member, including CRD number and LEI, if
such LEI has been obtained.

(e) Means of Transmission. As contemplated in Appendix D, Data Types and
Sources, each Industry Member may utilize such methods as may be provided by the Plan
Processor and approved by the Operating Committee to transmit Industry Member Data to the
Central Repository.

Section 6.5. Central Repository.

(a) Collection of Data.

(1) The Central Repository, under the oversight of the Plan Processor,
and consistent with Appendix D, Central Repository Requirements, shall receive, consolidate,
and retain all CAT Data.

(i1) The Central Repository shall collect (from a SIP or pursuant to an
NMS Plan) and retain on a current and continuing basis, in a format compatible with the
Participant Data and Industry Member Data, all data, including the following (collectively, “SIP
Data”):

(A)  information, including the size and quote condition, on
quotes including the National Best Bid and National Best Offer for each
NMS Security;

(B)  Last Sale Reports and transaction reports reported pursuant
to an effective transaction reporting plan filed with the SEC pursuant to,
and meeting the requirements of, SEC Rules 601 and 608;

(C)  trading halts, Limit Up/Limit Down price bands, and Limit
Up/Limit Down indicators; and

(D)  summary data or reports described in the specifications for
each of the SIPs and disseminated by the respective SIP.

(b) Retention of Data.

(1) Consistent with Appendix D, Data Retention Requirements, the
Central Repository shall retain the information collected pursuant to paragraphs (c)(7) and (e)(7)
of SEC Rule 613 in a convenient and usable standard electronic data format that is directly
available and searchable electronically without any manual intervention by the Plan Processor
for a period of not less than six (6) years. Such data when available to the Participant regulatory
staff and the SEC shall be linked.
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(11) The Plan Processor shall implement and comply with the records
retention policy contemplated by Section 6.1(d)(i) (as such policy is reviewed and updated
periodically in accordance with Section 6.1(d)(1)).

(©) Access to the Central Repository

(1) Consistent with Appendix D, Data Access, the Plan Processor shall
provide Participants and the SEC access to the Central Repository (including all systems
operated by the Central Repository), and access to and use of the CAT Data stored in the Central
Repository, solely for the purpose of performing their respective regulatory and oversight
responsibilities pursuant to the federal securities laws, rules and regulations or any contractual
obligations.

(11) The Plan Processor shall create and maintain a method of access to
CAT Data stored in the Central Repository that includes the ability to run searches and generate
reports. The method in which the CAT Data is stored in the Central Repository shall allow the
ability to return results of queries that are complex in nature, including market reconstruction and
the status of order books at varying time intervals.

(ii1))  The Plan Processor shall, at least annually and at such earlier time
promptly following a request by the Operating Committee, certify to the Operating Committee
that only Participants and the SEC have access to the Central Repository (other than access
provided to any Industry Member for the purpose of correcting CAT Data previously reported to
the Central Repository by such Industry Member).

(iv)  Appendix C, The Security and Confidentiality of Information
Reported to the Central Repository, and Appendix D, Data Security, describes the security and
confidentiality of the CAT Data, including how access to the Central Repository is controlled.

(d) Data Accuracy

(1) The Operating Committee shall set and periodically review a
maximum Error Rate for data reported to the Central Repository. The initial maximum Error
Rate shall be set to 5%.

(i1) Consistent with Appendix D, Reporting and Linkage Requirements
and Data Security, the Operating Committee shall adopt policies and procedures, including
standards, requiring CAT Data reported to the Central Repository be timely, accurate, and
complete, and to ensure the integrity of such CAT Data (e.g., that such CAT Data has not been
altered and remains reliable). The Plan Processor shall be responsible for implementing such
policies and procedures.

(iii)  Appendix D, Receipt of Data from Reporters, describes the
mechanisms and protocols for Participant Data and Industry Member Data submission for all key
phases, including:

(A) file transmission and receipt validation;
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(e)

(B)  validation of CAT Data; and
(C)  validation of linkages.

Appendix D, Receipt of Data from Reporters, also describes the

mechanisms and protocols for managing and handling corrections of CAT Data. The Plan
Processor shall require an audit trail for corrected CAT Data in accordance with mechanisms and
protocols approved by the Operating Committee.

®

Data Confidentiality

(1) The Plan Processor shall, without limiting the obligations imposed

on Participants by this Agreement and in accordance with the framework set forth in, Appendix
D, Data Security, and Functionality of the CAT System, be responsible for the security and
confidentiality of all CAT Data received and reported to the Central Repository. Without
limiting the foregoing, the Plan Processor shall:

(A)  require all individuals who have access to the Central
Repository (including the respective employees and consultants of the
Participants and the Plan Processor, but excluding employees and
Commissioners of the SEC) to agree: (1) to use appropriate safeguards to
ensure the confidentiality of CAT Data stored in the Central Repository;
and (2) not to use CAT Data stored in the Central Repository for purposes
other than surveillance and regulation in accordance with such
individual’s employment duties; provided that a Participant will be
permitted to use the Raw Data it reports to the Central Repository for
regulatory, surveillance, commercial or other purposes as permitted by
applicable law, rule, or regulation;

(B)  require all individuals who have access to the Central
Repository (including the respective employees and consultants of the
Participants and the Plan Processor, but excluding employees and
Commissioners of the SEC) to execute a personal “Safeguard of
Information Affidavit” in a form approved by the Operating Committee
providing for personal liability for misuse of data;

(C)  develop and maintain a comprehensive information security
program with a dedicated staff for the Central Repository, consistent with
Appendix D, Data Security, that employs state of the art technology,
which program will be regularly reviewed by the Chief Compliance
Officer and Chief Information Security Officer;

(D)  implement and maintain a mechanism to confirm the
identity of all individuals permitted to access the CAT Data stored in the
Central Repository and maintain a record of all instances where such CAT
Data was accessed; and
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(E)  implement and maintain appropriate policies regarding
limitations on trading activities of its employees and independent
contractors involved with all CAT Data consistent with Section 6.1(n).

(i1))  Each Participant shall adopt and enforce policies and procedures
that:

(A) implement effective information barriers between such
Participant’s regulatory and non-regulatory staff with regard to access and
use of CAT Data stored in the Central Repository;

(B)  permit only persons designated by Participants to have
access to the CAT Data stored in the Central Repository; and

(C)  impose penalties for staff non-compliance with any of its or
the Plan Processor’s policies or procedures with respect to information
security.

(iii)  Each Participant shall as promptly as reasonably practicable, and in
any event within 24 hours, report to the Chief Compliance Officer, in accordance with the
guidance provided by the Operating Committee, any instance of which such Participant becomes
aware of: (A) noncompliance with the policies and procedures adopted by such Participant
pursuant to Section 6.5(e)(ii); or (B) a breach of the security of the CAT.

(iv)  The Plan Processor shall:

(A)  ensure data confidentiality and security during all
communications between CAT Reporters and the Plan Processor, data
extractions, manipulation and transformation, loading to and from the
Central Repository and data maintenance by the Central Repository;

(B)  require the establishment of secure controls for data
retrieval and query reports by Participant regulatory staff; and

(C)  otherwise provide appropriate database security for the
Central Repository.

(v) The Company shall endeavor to join the FS-ISAC and comparable
bodies as the Operating Committee may determine.

(2) Participants Confidentiality Policies and Procedures. The Participants
shall establish, maintain and enforce written policies and procedures reasonably designed to (1)
ensure the confidentiality of the CAT Data obtained from the Central Repository; and (2) limit
the use of CAT Data obtained from the Central Repository solely for surveillance and regulatory
purposes. Each Participant shall periodically review the effectiveness of the policies and
procedures required by this paragraph, and take prompt action to remedy deficiencies in such
policies and procedures.
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(h) A Participant may use the Raw Data it reports to the Central Repository
for regulatory, surveillance, commercial or other purposes as otherwise not prohibited by
applicable law, rule or regulation.

Section 6.6. Written Assessments, Audits and Reports.

(a) One-Time Written Assessments and Reports. The Participants shall
provide the SEC with the following written assessments, audits and reports:

(1) at least one (1) month prior to submitting a rule filing to establish
initial fees for CAT Reporters, an independent audit of fees, costs, and expenses incurred by the
Participants on behalf of the Company prior to the Effective Date of the Plan that will be
publicly available;

(11) within six (6) months of effectiveness of the Plan, an assessment of
the clock synchronization standard, including consideration of industry standards based on the
type of CAT Reporter, Industry Member and type of system, and propose any appropriate
amendment based on this assessment;

(ii1))  within twelve (12) months of effectiveness of the Plan, a report
detailing the Participants’ consideration of coordinated surveillance (e.g., entering into 17d-2
agreements or regulatory services agreements);

(iv)  within 24 months of effectiveness of the Plan, a report discussing
the feasibility, benefits, and risks of allowing an Industry Member to bulk download the Raw
Data it submitted to the Central Repository;

(v) within 36 months of effectiveness of the Plan, an assessment of
errors in the customer information submitted to the Central Repository and whether to prioritize
the correction of certain data fields over others;

(vi)  within 36 months of effectiveness of the Plan, a report on the
impact of tiered-fees on market liquidity, including an analysis of the impact of the tiered-fee
structure on Industry Members’ provision of liquidity; and

(vil)  prior to the implementation of any Material Systems Change, an
assessment of the projected impact of such Material Systems Change on the maximum Error
Rate.

(b) Regular Written Assessment of the Plan Processor’s Performance.

(1) Requirement.

(A)  Annually, or more frequently in connection with any
review of the Plan Processor’s performance under this Agreement
pursuant to Section 6.1(n), the Participants shall provide the SEC with a
written assessment of the operation of the CAT that meets the
requirements of SEC Rule 613, Appendix D, and this Agreement.
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(B)  The Chief Compliance Officer shall oversee the assessment
contemplated by Section 6.6(b)(i)(A) and shall provide the Participants a
reasonable time to review and comment upon such assessment prior to its
submission to the SEC. In no case shall the written assessment be
changed or amended in response to a comment by a Participant; rather,
any comment by a Participant shall be provided to the SEC at the same
time as the written assessment.

(i1) Contents of Written Assessment. The annual written assessment
required by this Section 6.6 shall include:

(A)  an evaluation of the performance of the CAT, including the
items specified in SEC Rule 613(b)(6)(i) and other performance metrics
identified by the Chief Compliance Officer, and a description of such
metrics;

(B)  adetailed plan, based on the evaluation conducted pursuant
to Section 6.6(b)(i), for any potential improvements to the performance of
the CAT with respect to the items specified in SEC Rule 613(b)(6)(ii), as
well as:

(1) an evaluation of potential technology upgrades
based on a review of technological advancements
over the preceding year, drawing on technological
expertise whether internal or external;

(2) an evaluation of the time necessary to restore and
recover CAT Data at a back-up site;

3) an evaluation of the information security program to
ensure that the program is consistent with the
highest industry standards for the protection of data;

4) an evaluation of how the Plan Processor and the
Participants are monitoring Error Rates and to
explore the imposition of Error Rates based on
product, data elements or other criteria;

(%) a copy of the evaluation required by Section 6.8(c)
as to whether industry standards have evolved such
that: (1) the synchronization standard in Section
6.8(a) should be shortened; or (ii) the required time
stamp in Section 6.8(b) should be in finer
increments;

(6) an assessment of whether any data elements should
be added, deleted or changed; and
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(7) any other items identified and described by the
Chief Compliance Officer;

(C)  an estimate of the costs and benefits associated with any
potential improvements to the performance of the CAT, including an
assessment of the potential impact on competition, efficiency, capital
formation, and investor protection; and

(D)  an estimated implementation timeline for any potential
improvements to the performance of the CAT, if applicable.

(©) Implementation Plan and Quarterly Progress Reports.

(1) Within 30 calendar days following the effective date of this
provision, the Participants shall file with the Commission and make publicly available on each of
their websites, or collectively on the CAT NMS Plan website, a complete CAT implementation
plan that includes the Participants’ timeline for achieving the objective milestones setting forth
how and when the Participants will facilitate the achievement of Full Implementation of CAT
NMS Plan Requirements (the “Implementation Plan”). The Implementation Plan shall include:

(A)  For each of the objective milestones set forth in Section
C.10 of Appendix C of this Agreement to assess progress toward
implementation of the CAT, the completion date and a description of the
status; and

(B)  For each of the Financial Accountability Milestones, the
completion date and a description of the status.

If the Participants decide to complete any of the milestones identified in the Implementation Plan
by releasing functionality in a phased approach, the Implementation Plan shall describe each
phased release necessary to achieve the completion of the relevant milestone and provide
completion dates for each such release identified.

(i1) Within 30 calendar days after the end of each calendar quarter,
Participants shall file with the Commission and make publicly available on each of their
websites, or collectively on the CAT NMS Plan website, a complete report that provides a
detailed description of the progress made by the Participants during that calendar quarter toward
achieving each of the milestones set forth in the Implementation Plan (the “Quarterly Progress
Report™). If, subsequent to the publication of the Implementation Plan, the Participants decide to
complete any of the milestones set forth therein by releasing functionality in a phased approach,
each Quarterly Progress Report shall reflect this change by describing the phases necessary to
achieve the completion of the relevant milestone and providing the information specified below
for each phase. The Participants shall file and make publicly available the first of such reports
within 30 calendar days after the end of the calendar quarter in which the Participants filed and
made publicly available the Implementation Plan.

(A)  For each milestone completed by the end of a given
calendar quarter, the report shall include the following: (1) the CAT
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implementation plan completion date, (2) the date on which the milestone
was completed, and (3) a description of any variance from the
Implementation Plan.

(B)  For each milestone in progress at the end of a given
calendar quarter, the report shall include the following: (1) the CAT
implementation plan completion date, (2) the currently targeted
completion date, and (3) a description of:

(a) the current status of the milestone;

(b) any difference between the CAT implementation
plan completion date and the currently targeted completion date,
including the basis for making the adjustment and the impact of
this adjustment on any other milestone; and

(©) any other factual indicators that demonstrate the
current level of completion with respect to the milestone.

(C)  For each milestone that has not yet been initiated by the
end of a given calendar quarter, the report shall include the following: (1)
the CAT implementation plan completion date, (2) the currently targeted
completion date, and (3) a description of:

(a) the current status of the milestone; and

(b) any difference between the Implementation Plan
completion date and the currently targeted completion date,
including the basis for making the adjustment and the impact of
this adjustment on any other milestone.

(iii)  The Implementation Plan and each Quarterly Progress Report shall
be approved by at least a Supermajority Vote of the Operating Committee before such
documents are filed with the Commission or made publicly available on each of the Participant
websites or collectively on the CAT NMS Plan website. However, if the Implementation Plan or
any Quarterly Progress Report is approved only by a Supermajority Vote of the Operating
Committee, and not by a unanimous vote of the Operating Committee (including, for the
avoidance of doubt, all members of the Operating Committee, whether or not present and
whether or not recused), each Participant whose Operating Committee member did not vote to
approve the Implementation Plan or Quarterly Progress Report shall separately file with the
Commission a statement identifying itself and explaining why the member did not vote to
approve the Implementation Plan or Quarterly Progress Report. These statements shall be made
publicly available by each dissenting Participant on its website or collectively by all Participants
on the CAT NMS Plan website. The Operating Committee shall submit the Implementation Plan
and Quarterly Progress Reports to the Chief Executive Officer, President, or an equivalently
situated senior officer of each Participant, prior to being voted on by the Operating Committee.
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Section 6.7. Implementation.

(a) Unless otherwise ordered by the SEC:

(1) within two (2) months after the Effective Date, the Participants
shall jointly select the winning Shortlisted Bid and the Plan Processor pursuant to the process set
forth in Article V. Following the selection of the Initial Plan Processor, the Participants shall file
with the Commission a statement identifying the Plan Processor and including the information
required by SEC Rule 608;

(i1) within four (4) months after the Effective Date, each Participant
shall, and through its Compliance Rule shall require its Industry Members to, synchronize its or
their Business Clocks as required by Section 6.8 and certify to the Chief Compliance Officer (in
the case of Participants) or the applicable Participant (in the case of Industry Members) that such
Participant has met this requirement;

(i11)  within one (1) year after the Effective Date, each Participant shall
report to the Central Repository Participant Data;

(iv)  within fourteen (14) months after the Effective Date, each
Participant shall implement a new or enhanced surveillance system(s) in accordance with Section
6.10;

(V) within two (2) years after the Effective Date, each Participant shall,
through its Compliance Rule, require its Industry Members (other than Small Industry Members)
to report to the Central Repository Industry Member Data; and

(vi)  within three (3) years after the Effective Date, each Participant
shall, through its Compliance Rule, require its Small Industry Members to report to the Central
Repository Industry Member Data.

(b) The Chief Compliance Officer shall appropriately document objective
milestones to assess progress toward the implementation of this Agreement.

(c) Industry Members and Participants shall be required to participate in
testing with the Central Repository on a schedule to be determined by the Operating Committee.

(d) Appendix C, A Plan to Eliminate Existing Rules and Systems (SEC Rule
613(a)(1)(ix)), and Appendix D, Data Types and Sources, set forth additional implementation
details concerning the elimination of rules and systems.

Section 6.8. Timestamps and Synchronization of Business Clocks.

(a) Each Participant shall:

(1) other than such Business Clocks used solely for Manual Order
Events, synchronize its Business Clocks at a minimum to within 100 microseconds of the time
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maintained by the National Institute of Standards and Technology, consistent with industry
standards;

(11) other than such Business Clocks used solely for Manual Order
Events_or the time of allocation on Allocation Reports, through its Compliance Rule, require its
Industry Members to:

(A)  synchronize their respective Business Clocks at a minimum
to within fifty (50) milliseconds of the time maintained by the National
Institute of Standards and Technology, and maintain such a
synchronization;

(B)  certify periodically (according to a schedule to be defined
by the Operating Committee) that their Business Clocks meet the
requirements of the Compliance Rule;

(C)  and report to the Plan Processor and the Participant any
violation of the Compliance Rule pursuant to the thresholds set by the
Operating Committee; and

(ii1))  synchronize its Business Clocks and, through its Compliance Rule,
require its Industry Members to synchronize their Business Clocks used solely for Manual Order
Events at a minimum to within one second of the time maintained by the National Institute of
Standards and Technology (“NIST”), consistent with industry standards, and maintain such
synchronization. Each Participant shall require its Industry Members to certify periodically
(according to a schedule defined by the Operating Committee) that their Business Clocks used
solely for Manual Order Events meet the requirements of the Compliance Rule. The Compliance
Rule of a Participant shall require its Industry Members using Business Clocks solely for Manual
Order Events to report to the Plan Processor any violation of the Compliance Rule pursuant to
the thresholds set by the Operating Committee.

(iv)  through its Compliance Rule, require its Industry Members to
synchronize their Business Clocks used solely for the time of allocation on Allocation Reports at
a minimum to within one second of the time maintained by NIST, consistent with industry
standards, and maintain such synchronization. Each Participant shall require its Industry
Members to certify periodically (according to a schedule defined by the Operating Committee)
that their Business Clocks used solely for the time of allocation on Allocation Reports meet the
requirements of the Compliance Rule. The Compliance Rule of a Participant shall require its
Industry Members using Business Clocks solely for the time of allocation on Allocation Reports
to report to the Plan Processor any violation of the Compliance Rule pursuant to the thresholds
set by the Operating Committee.

(b) Each Participant shall, and through its Compliance Rule shall require its
Industry Members to, report information required by SEC Rule 613 and this Agreement to the
Central Repository in milliseconds. To the extent that any Participant’s order handling or
execution systems utilize timestamps in increments finer than the minimum required in this
Agreement, such Participant shall utilize such finer increment when reporting CAT Data to the
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Central Repository so that all Reportable Events reported to the Central Repository can be
adequately sequenced. Each Participant shall, through its Compliance Rule: (i) require that, to
the extent that its Industry Members utilize timestamps in increments finer than the minimum
required in this Agreement in their order handling or execution systems, such Industry Members
shall utilize such finer increment when reporting CAT Data to the Central Repository; and (i1)
provide that a pattern or practice of reporting events outside of the required clock
synchronization time period without reasonable justification or exceptional circumstances may
be considered a violation of SEC Rule 613 and the CAT NMS Plan. Notwithstanding the
preceding sentences, each Participant and Industry Member shall be permitted to record and
report: (i) Manual Order Events to the Central Repository in increments up to and including one
second, provided that Participants and Industry Members shall be required to record and report
the time when a Manual Order Event has been captured electronically in an order handling and
execution system of such Participant or Industry Member (“Electronic Capture Time”) in
milliseconds; and (ii) the time of allocation on Allocation Reports in increments up to and
including one second.

(c) In conjunction with Participants’ and other appropriate Industry Member
advisory groups, the Chief Compliance Officer shall annually evaluate and make a
recommendation to the Operating Committee as to whether industry standards have evolved such
that: (i) the synchronization standard in Section 6.8(a) should be shortened; or (ii) the required
time stamp in Section 6.8(b) should be in finer increments. Industry standards should be
determined based on the type of CAT Reporter, Industry Member and type of system.

Section 6.9. Technical Specifications.

(a) Publication. The Plan Processor shall publish technical specifications that
are at a minimum consistent with Appendices C and D, and updates thereto as needed, providing
detailed instructions regarding the submission of CAT Data by Participants and Industry
Members to the Plan Processor for entry into the Central Repository (collectively, the “Technical
Specifications™). The Technical Specifications shall be made available on a publicly available
web site to be developed and maintained by the Plan Processor. The initial Technical
Specifications and any Material Amendments thereto shall be provided to the Operating
Committee for approval by Supermajority Vote.

(b) Content. The Technical Specifications shall include a detailed description
of the following:

(1) the specifications for the layout of files and records submitted to
the Central Repository;

(11) the process for the release of new data format specification
changes;

(ii1))  the process for industry testing for any changes to data format
specifications;

(iv)  the procedures for obtaining feedback about and submitting
corrections to information submitted to the Central Repository;

Public Appendix 72



(v) each data element, including permitted values, in any type of report
submitted to the Central Repository;

(vi)  any error messages generated by the Plan Processor in the course
of validating the data;

(vil)  the process for file submissions (and re-submissions for corrected
files);

(viii) the storage and access requirements for all files submitted;
(ix)  metadata requirements for all files submitted to the CAT System,;
(x) any required secure network connectivity;

(xi)  data security standards, which shall, at a minimum: (A) satisfy all
applicable regulations regarding database security, including provisions of Regulation Systems
Compliance and Integrity under the Exchange Act (“Reg SCI”); (B) to the extent not otherwise
provided for under this Agreement (including Appendix C hereto), set forth such provisions as
may be necessary or appropriate to comply with SEC Rule 613(e)(4); and (C) comply with
industry best practices; and

(xil) any other items reasonably deemed appropriate by the Plan
Processor and approved by the Operating Committee.

(c) Amendments. Amendments to the Technical Specifications may be made
only in accordance with this Section 6.9(c). For purposes of this Section 6.9(c), an amendment
to the Technical Specifications shall be deemed “material” if it would require a Participant or an
Industry Member to engage in significant changes to the coding necessary to submit information
to the Central Repository pursuant to this Agreement or if it is required to safeguard the security
or confidentiality of the CAT Data (“Material Amendment”).

(1) Except for Material Amendments to the Technical Specifications,
the Plan Processor shall have the sole discretion to amend and publish interpretations regarding
the Technical Specifications as needed in furtherance of the purposes and requirements of this
Agreement. All non-Material Amendments made to the Technical Specifications and all
published interpretations shall be provided to the Operating Committee in writing at least ten
(10) days before being published. Such non-Material Amendments and published interpretations
shall be deemed approved ten (10) days following provision to the Operating Committee unless
two (2) unaffiliated Participants call for a vote to be taken on the proposed amendment or
interpretation. If an amendment or interpretation is called out for a vote by two or more
unaffiliated Participants, the proposed amendment must be approved by Majority Vote of the
Operating Committee. Once a non-Material amendment has been approved, or deemed
approved, by the Operating Committee, the Plan Processor shall be responsible for determining
the specific changes to the Central Repository and providing technical documentation of those
changes, including an implementation timeline.
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(11) The Operating Committee, by Supermajority Vote, shall approve
any Material Amendments to the Technical Specifications.

(ii1))  The Operating Committee, by Supermajority Vote, may amend the
Technical Specifications on its own motion.

Section 6.10. Surveillance.

(a) Surveillance Systems. Using the tools provided for in Appendix D,
Functionality of the CAT System, each Participant shall develop and implement a surveillance
system, or enhance existing surveillance systems, reasonably designed to make use of the
consolidated information contained in the Central Repository. Unless otherwise ordered by the
SEC, within fourteen (14) months after the Effective Date, each Participant shall initially
implement a new or enhanced surveillance system(s) as required by SEC Rule 613 and the
preceding sentence.

(b) Coordinated Surveillance. Participants may, but are not required to,
coordinate or share surveillance efforts through the use of regulatory services agreements and
agreements adopted pursuant to SEC Rule 17d-2.

(©) Use of CAT Data by Regulators.

(1) Consistent with Appendix D, Functionality of the CAT System, the
Plan Processor shall provide Participants and the SEC with access to all CAT Data stored in the
Central Repository. Regulators will have access to processed CAT Data through two different
methods; an online targeted query tool, and user-defined direct queries and bulk extracts.

(A)  The online targeted query tool will provide authorized users
with the ability to retrieve CAT Data via an online query screen that
includes the ability to choose from a variety of pre-defined selection
criteria. Targeted queries must include date(s) and/or time range(s), as
well as one or more of a variety of fields.

(B)  The user-defined direct queries and bulk extracts will
provide authorized users with the ability to retrieve CAT Data via a query
tool or language that allows users to query all available attributes and data
sources.

(i1) Extraction of CAT Data shall be consistent with all permission
rights granted by the Plan Processor. All CAT Data returned shall be encrypted, and PII data
shall be masked unless users have permission to view the CAT Data that has been requested.

(i11))  The Plan Processor shall implement an automated mechanism to
monitor direct query usage. Such monitoring shall include automated alerts to notify the Plan
Processor of potential issues with bottlenecks or excessively long queues for queries or CAT
Data extractions. The Plan Processor shall provide the Operating Committee or its designee(s)
details as to how the monitoring will be accomplished and the metrics that will be used to trigger
alerts.
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(iv)  The Plan Processor shall reasonably assist regulatory staff
(including those of Participants) with creating queries.

(v) Without limiting the manner in which regulatory staff (including
those of Participants) may submit queries, the Plan Processor shall submit queries on behalf of a
regulatory staff (including those of Participants) as reasonably requested.

(vi)  The Plan Processor shall staff a CAT help desk, as described in
Appendix D, CAT Help Desk, to provide technical expertise to assist regulatory staff (including
those of Participants) with questions about the content and structure of the CAT Data.

Section 6.11. Debt Securities and Primary Market Transactions. Unless otherwise
ordered by the Commission, within six (6) months after the Effective Date, the Participants shall
jointly provide to the SEC a document outlining how the Participants could incorporate into the
CAT information with respect to equity securities that are not NMS Securities or OTC Equity
Securities, including Primary Market Transactions in securities that are not NMS Securities or
OTC Equity Securities and in debt securities, which document shall include details for each
order and Reportable Event that may be required to be provided, which market participants may
be required to provide the data, the implementation timeline, and a cost estimate.

Section 6.12. Information Security Program. The Plan Processor shall develop and
maintain a comprehensive information security program for the Central Repository, to be
approved and reviewed at least annually by the Operating Committee, and which contains at a
minimum the specific requirements detailed in Appendix D, Data Security.

ARTICLE VII

INTENTIONALLY OMITTED

ARTICLE VI

TAX STATUS

The Company intends to operate in a manner such that it qualifies as a “business league”
within the meaning of Section 501(c)(6) of the Code. The Operating Committee shall cause the
Company to: (i) make an election to be treated as a corporation for U.S. federal income tax
purposes by filing Form 8832 with the Internal Revenue Service effective as of the date of
formation and (ii) file with the Internal Revenue Service, Form 1024, Application for
Recognition of Exemption under Section 501(a) to be treated as a “business league” as described
in Section 501(c)(6) of the Code.

ARTICLE IX
RECORDS AND ACCOUNTING; REPORTS
Section 9.1. Books and Records. The Company shall maintain complete and accurate

books and records of the Company in accordance with SEC Rule 17a-1, which shall be
maintained and be available, in addition to any documents and information required to be
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furnished to the Participants under the Act, at the office of the Plan Processor and/or such other
location(s) as may be designated by the Company for examination and copying by any
Participant or its duly authorized representative, at such Participant’s reasonable request and at
its expense during ordinary business hours for any purpose reasonably related to such
Participant’s involvement with the CAT NMS Plan, including for compliance and other
regulatory purposes, and in compliance with such other conditions as may be reasonably
established by the Operating Committee. For the avoidance of doubt, all CAT Data and other
books and records of the Company shall be the property of the Company, rather than the Plan
Processor, and, to the extent in the possession or control of the Plan Processor, shall be made
available by the Plan Processor to the Commission upon request. Except as provided in this
Section 9.1 or required by non-waivable provisions of applicable law, no Participant shall have
any right to examine or copy any of the books and records of the Company.

Section 9.2.  Accounting.

(a) Except as provided in Section 9.3, the Operating Committee shall
maintain a system of accounting established and administered in accordance with GAAP, and all
financial statements or information that may be supplied to the Participants shall be prepared in
accordance with GAAP (except that unaudited statements shall be subject to year-end
adjustments and need not include footnotes). The Company shall prepare and provide to each
Participant (1) within 30 days after the end of each calendar month, an unaudited balance sheet,
income statement, statement of cash flows and statement of changes in equity for, or as of the
end of, (x) such month and (y) the portion of the then current Fiscal Year ending at the end of
such month; and (2) as soon as practicable after the end of each Fiscal Year, a balance sheet,
income statement, statement of cash flows and statement of changes in equity for, or as of the
end of, such year, audited by an independent public accounting firm (which audited balance
sheet, income statement, statement of cash flows and statement of changes in equity
contemplated by this Section 9.2(a) shall be made publicly available). The Fiscal Year shall be
the calendar year unless otherwise determined by the Operating Committee.

(b) In all other respects, matters concerning accounting procedures shall be
determined by the Operating Committee.

Section 9.3. Tax Returns. The Operating Committee shall cause federal, state,
provincial, and local income tax returns for the Company to be prepared and timely filed with the
appropriate authorities.

Section 9.4. Company Funds. Pending use in the business of the Company or
distribution to the Participants, the funds of the Company shall be held and/or invested in
accordance with the then effective cash management and investment policy adopted by the
Operating Committee.

Section 9.5. Intentionally Omitted.

Section 9.6. Confidentiality.

(a) For purposes of this Agreement, “Information” means information
disclosed by or on behalf of the Company or a Participant (the “Disclosing Party”) to the
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Company or any other Participant (the “Receiving Party”) in connection with this Agreement or
the CAT System, but excludes any CAT Data or information otherwise disclosed pursuant to the
requirements of SEC Rule 613. The Receiving Party agrees to maintain the Information in
confidence with the same degree of care it holds its own confidential information (but in any
event not less than reasonable care). A Receiving Party may only disclose Information to its
Representatives (as defined below) on a need-to-know basis, and only to those of such
Representatives whom shall have agreed to abide by the non-disclosure and non-use provisions
in this Section 9.6. Each Receiving Party that is a Participant agrees that he, she or it shall not
use for any purpose, other than in connection with the operation of the Company, and the
Company agrees not to use for any purpose not expressly authorized by the Disclosing Party, any
Information. The “Representatives” of a Person are such Person’s Affiliates and the respective
directors, managers, officers, employees, consultants, advisors and agents of such Person and
such Person’s Affiliates; provided, however, that a Participant is not a Representative of the
Company. The obligations set forth in this Section 9.6(a) shall survive indefinitely (including
after a Participant ceases to hold any Company Interest) but shall not apply to: (i) any
Information that was already lawfully in the Receiving Party’s possession and, to the knowledge
of the Receiving Party, free from any confidentiality obligation to the Disclosing Party at the
time of receipt from the Disclosing Party; (ii) any Information that is, now or in the future, public
knowledge through no act or omission in breach of this Agreement by the Receiving Party; (iii)
any Information that was lawfully obtained from a third party having, to the knowledge of the
Receiving Party, the right to disclose it free from any obligation of confidentiality; or (iv) any
Information that was independently developed by the Receiving Party prior to disclosure to it
pursuant hereto and without recourse to or reliance upon Information disclosed to it pursuant
hereto as established by its written records or other competent evidence. The obligations set
forth in this Section 9.6(a) shall not restrict: (x) disclosures that are, in the opinion of the
Receiving Party after consultation with counsel; required to be made by applicable laws and
regulations, stock market or exchange requirements or the rules of any self-regulatory
organization having jurisdiction; (y) disclosures required to be made pursuant to an order,
subpoena or legal process; or (z) disclosures reasonably necessary for the conduct of any
litigation or arbitral proceeding among the Participants (and their respective Representatives)
and/or the Company; provided that the Receiving Party shall, to the extent not prohibited by
applicable law, notify the Disclosing Party prior to making any disclosure permitted by the
foregoing clause (x) or clause (y), and, in the case of a disclosure permitted by the foregoing
clause (y), shall consult with the Disclosing Party with respect to such disclosure, and prior to
making such disclosure, to the extent not prohibited by applicable law, shall permit the
Disclosing Party, at such Disclosing Party’s cost and expense, to seek a protective order or
similar relief protecting the confidentiality of such Information.

(b) The Company shall not, and shall cause its Representatives not to, disclose
any Information of a Participant to any other Participant without the prior written approval of the
disclosing Participant.

(©) A Participant shall be free, in its own discretion, to share Information of
such Participant to other Participants without the approval of the Company.
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ARTICLE X

DISSOLUTION AND TERMINATION

Section 10.1. Dissolution of Company. The Company shall, subject to the SEC’s
approval, dissolve and its assets and business shall be wound up upon the occurrence of any of
the following events:

(a) unanimous written consent of the Participants to dissolve the Company;

(b) an event that makes it unlawful or impossible for the Company business to
be continued;

(c) the termination of one or more Participants such that there is only one
remaining Participant; or

(d) the entry of a decree of judicial dissolution under Section 18-802 of the
Delaware Act.

Section 10.2. Liquidation and Distribution. Following the occurrence of an event
described in Section 10.1, the Operating Committee shall act as liquidating trustee and shall wind
up the affairs of the Company by: (a) selling its assets in an orderly manner (so as to avoid the
loss normally associated with forced sales); and (b) applying and distributing the proceeds of
such sale, together with other funds held by the Company: (i) first, to the payment of all debts
and liabilities of the Company; (i1) second, to the establishments of any reserves reasonably
necessary to provide for any contingent recourse liabilities and obligations; and (iii) third, to
such persons or institutions as is consistent with the purposes of the Company and consistent
with Section 501(c)(6) of the Code.

Section 10.3. Termination. Each of the Participants shall be furnished with a statement
prepared by the Company’s independent accountants, which shall set forth the assets and
liabilities of the Company as of the date of the final distribution of the Company’s assets under
Section 10.2 and the net profit or net loss for the fiscal period ending on such date. Upon
compliance with the distribution plan set forth in Section 10.2, the Participants shall cease to be
such, and the liquidating trustee shall execute, acknowledge, and cause to be filed a certificate of
cancellation of the Company. Upon completion of the dissolution, winding up, liquidation and
distribution of the liquidation proceeds, the Company shall terminate.

ARTICLE Xl

FUNDING OF THE COMPANY

Section 11.1. Funding Authority.

(a) On an annual basis the Operating Committee shall approve an operating
budget for the Company. The budget shall include the projected costs of the Company,
including the costs of developing and operating the CAT for the upcoming year, and the sources
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of all revenues to cover such costs, as well as the funding of any reserve that the Operating
Committee reasonably deems appropriate for prudent operation of the Company.

(b) Subject to Section 11.2, the Operating Committee shall have discretion to
establish funding for the Company, including: (i) establishing fees that the Participants shall pay;
and (i1) establishing fees for Industry Members that shall be implemented by Participants. The
Participants shall file with the SEC under Section 19(b) of the Exchange Act any such fees on
Industry Members that the Operating Committee approves, and such fees shall be labeled as
“Consolidated Audit Trail Funding Fees.”

(©) To fund the development and implementation of the CAT, the Company
shall time the imposition and collection of all fees on Participants and Industry Members in a
manner reasonably related to the timing when the Company expects to incur such development
and implementation costs. In determining fees on Participants and Industry Members the
Operating Committee shall take into account fees, costs and expenses (including legal and
consulting fees and expenses) incurred by the Participants on behalf of the Company prior to the
Effective Date in connection with the creation and implementation of the CAT, and such fees,
costs and expenses shall be fairly and reasonably shared among the Participants and Industry
Members. Any surplus of the Company’s revenues over its expenses shall be treated as an
operational reserve to offset future fees.

(d) Consistent with this Article XI, the Operating Committee shall adopt
policies, procedures, and practices regarding the budget and budgeting process, assignment of
tiers, resolution of disputes, billing and collection of fees, and other related matters. For the
avoidance of doubt, as part of its regular review of fees for the CAT, the Operating Committee
shall have the right to change the tier assigned to any particular Person in accordance with fee
schedules previously filed with the Commission that are reasonable, equitable and not unfairly
discriminatory and subject to public notice and comment, pursuant to this Article XI. Any such
changes will be effective upon reasonable notice to such Person.

Section 11.2. Funding Principles. In establishing the funding of the Company, the
Operating Committee shall seek:

(a) to create transparent, predictable revenue streams for the Company that
are aligned with the anticipated costs to build, operate and administer the CAT and the other
costs of the Company;

(b) to establish an allocation of the Company’s related costs among
Participants and Industry Members that is consistent with the Exchange Act, taking into account
the timeline for implementation of the CAT and distinctions in the securities trading operations
of Participants and Industry Members and their relative impact upon Company resources and
operations;

(©) to establish a tiered fee structure in which the fees charged to: (i) CAT
Reporters that are Execution Venues, including ATSs, are based upon the level of market share;
(i1) Industry Members’ non-ATS activities are based upon message traffic; and (ii1) the CAT
Reporters with the most CAT-related activity (measured by market share and/or message traffic,

Public Appendix 79



as applicable) are generally comparable (where, for these comparability purposes, the tiered fee
structure takes into consideration affiliations between or among CAT Reporters, whether
Execution Venues and/or Industry Members).

(d) to provide for ease of billing and other administrative functions;

(e) to avoid any disincentives such as placing an inappropriate burden on
competition and a reduction in market quality; and

® to build financial stability to support the Company as a going concern.
Section 11.3. Recovery.

(a) The Operating Committee will establish fixed fees to be payable by
Execution Venues as provided in this Section 11.3(a):

(1) Each Execution Venue that: (A) executes transactions; or (B) in the
case of a national securities association, has trades reported by its members to its trade reporting
facility or facilities for reporting transactions effected otherwise than on an exchange, in NMS
Stocks or OTC Equity Securities will pay a fixed fee depending on the market share of that
Execution Venue in NMS Stocks and OTC Equity Securities, with the Operating Committee
establishing at least two and no more than five tiers of fixed fees, based on an Execution Venue’s
NMS Stocks and OTC Equity Securities market share. For these purposes, market share for
Execution Venues that execute transactions will be calculated by share volume, and market share
for a national securities association that has trades reported by its members to its trade reporting
facility or facilities for reporting transactions effected otherwise than on an exchange in NMS
Stocks or OTC Equity Securities will be calculated based on share volume of trades reported,
provided, however, that the share volume reported to such national securities association by an
Execution Venue shall not be included in the calculation of such national security association’s
market share.

(11) Each Execution Venue that executes transactions in Listed Options
will pay a fixed fee depending on the Listed Options market share of that Execution Venue, with
the Operating Committee establishing at least two and no more than five tiers of fixed fees,
based on an Execution Venue’s Listed Options market share. For these purposes, market share
will be calculated by contract volume.

(b) The Operating Committee will establish fixed fees to be payable by
Industry Members, based on the message traffic generated by such Industry Member, with the
Operating Committee establishing at least five and no more than nine tiers of fixed fees, based
on message traffic. For the avoidance of doubt, the fixed fees payable by Industry Members
pursuant to this paragraph shall, in addition to any other applicable message traffic, include
message traffic generated by: (i) an ATS that does not execute orders that is sponsored by such
Industry Member; and (i) routing orders to and from any ATS sponsored by such Industry
Member.

(c) The Operating Committee may establish any other fees ancillary to the
operation of the CAT that it reasonably determines appropriate, including fees: (i) for the late or
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inaccurate reporting of information to the CAT; (i1) for correcting submitted information; and
(ii1) based on access and use of the CAT for regulatory and oversight purposes (and not including
any reporting obligations).

(d) The Company shall make publicly available a schedule of effective fees
and charges adopted pursuant to this Agreement as in effect from time to time. The Operating
Committee shall review such fee schedule on at least an annual basis and shall make any changes
to such fee schedule that it deems appropriate. The Operating Committee is authorized to review
such fee schedule on a more regular basis, but shall not make any changes on more than a semi-
annual basis unless, pursuant to a Supermajority Vote, the Operating Committee concludes that
such change is necessary for the adequate funding of the Company.

Section 11.4. Collection of Fees. The Operating Committee shall establish a system for
the collection of fees authorized under this Article XI. The Operating Committee may include
such collection responsibility as a function of the Plan Processor or another administrator.
Alternatively, the Operating Committee may use the facilities of a clearing agency registered
under Section 17A of the Exchange Act to provide for the collection of such fees. Participants
shall require each Industry Member to pay all applicable fees authorized under this Article XI
within thirty (30) days after receipt of an invoice or other notice indicating payment is due
(unless a longer payment period is otherwise indicated). If an Industry Member fails to pay any
such fee when due (as determined in accordance with the preceding sentence), such Industry
Member shall pay interest on the outstanding balance from such due date until such fee is paid at
a per annum rate equal to the lesser of: (a) the Prime Rate plus 300 basis points; or (b) the
maximum rate permitted by applicable law. Each Participant shall pay all applicable fees
authorized under this Article XI as required by Section 3.7(b).

Section 11.5. Fee Disputes. Disputes with respect to fees the Company charges
Participants pursuant to this Article XI shall be determined by the Operating Committee or a
Subcommittee designated by the Operating Committee. Decisions by the Operating Committee
or such designated Subcommittee on such matters shall be binding on Participants, without
prejudice to the rights of any Participant to seek redress from the SEC pursuant to SEC Rule 608
or in any other appropriate forum. The Participants shall adopt rules requiring that disputes with
respect to fees charged to Industry Members pursuant to this Article XI be determined by the
Operating Committee or a Subcommittee. Decisions by the Operating Committee or
Subcommittee on such matters shall be binding on Industry Members, without prejudice to the
rights of any Industry Member to seek redress from the SEC pursuant to SEC Rule 608 or in any
other appropriate forum.

Section 11.6. Funding Incentives for Post-Amendment Expenses. Notwithstanding
the foregoing provisions, this Section shall apply with respect to all fees, costs, and expenses
(including legal and consulting fees, costs, and expenses) incurred by or for the Company in
connection with the development, implementation, and operation of the CAT from the effective
date of this Section until such time as Full Implementation of CAT NMS Plan Requirements has
been achieved (“Post-Amendment Expenses”).

(a) The following conditions shall apply to the collection of any fees
established by the Operating Committee or implemented by the Participants to recover a portion
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of Post-Amendment Expenses from Industry Members (“Post-Amendment Industry Member

Fees”).

(1) The Participants will be entitled to collect the full amount of:

(A)  Any Post-Amendment Industry Member Fees established
or implemented to recover Post-Amendment Expenses incurred from the
effective date of this Section to the date of Initial Industry Member Core
Equity and Option Reporting (“Period 1), so long as such date is no later
than July 31, 2020;

(B)  Any Post-Amendment Industry Member Fees established
or implemented to recover the Post-Amendment Expenses incurred from
the date immediately following the achievement of Initial Industry
Member Core Equity and Option Reporting to the date of Full
Implementation of Core Equity Reporting (“Period 2”), so long as such
date is no later than December 31, 2020;

(C)  Any Post-Amendment Industry Member Fees established
or implemented to recover the Post-Amendment Expenses incurred from
the date immediately following the achievement of Full Implementation of
Core Equity Reporting to the date of Full Availability and Regulatory
Utilization of Transactional Database Functionality (“Period 3”), so long
as such date is no later than December 31, 2021; and

(D)  Any Post-Amendment Industry Member Fees established
or implemented to recover the Post-Amendment Expenses incurred from
the date immediately following the achievement of Full Availability and
Regulatory Utilization of Transactional Database Functionality to the date
of Full Implementation of CAT NMS Plan Requirements (“Period 4”), so
long as such date is no later than December 30, 2022.

(11) The amount of Post-Amendment Industry Member Fees that the

Participants are entitled to collect for Period 1 will be reduced according to the following
schedule if the Participants miss the deadline set forth for that Period:

(A) By 25% if the Participants miss the deadline set forth in
Section 11.6(a)(1)(A) by less than 45 days;

(B) By 50% if the Participants miss the deadline set forth in
Section 11.6(a)(1)(A) by 45 days or more, but less than 90 days;

(C) By 75% if the Participants miss the deadline set forth in
Section 11.6(a)(1)(A) by 90 days or more, but less than 135 days; and

(D) By 100% if the Participants miss the deadline set forth in
Section 11.6(a)(1)(A) by 135 days or more.
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(ii1))  The amount of Post-Amendment Industry Member Fees that the
Participants are entitled to collect for Periods 2, 3, and 4 will be reduced according to the
following schedule if the Participants miss the deadline set forth for that Period:

(A) By 25% if the Participants miss the deadline set forth in
Section 11.6(a)(i)(B)-(D) by less than 90 days;

(B) By 50% if the Participants miss the deadline set forth in
Section 11.6(a)(1)(B)-(D) by 90 days or more, but less than 180 days;

(C) By 75% if the Participants miss the deadline set forth in
Section 11.6(a)(1)(B)-(D) by 180 days or more, but less than 270 days; and

(D) By 100% if the Participants miss the deadline set forth in
Section 11.6(a)(i)(B)-(D) by 270 days or more.

(iv)  The Participants will only be permitted to collect Post-Amendment
Industry Member Fees for Period 1, Period 2, Period 3, or Period 4 at the end of each respective
Period.

(b) In all CAT NMS Plan amendments submitted by the Operating Committee
to the Commission pursuant to Rule 608(b)(3)(i), and in all filings submitted by the Participants
to the Commission under Section 19(b) of the Exchange Act, to establish or implement Post-
Amendment Industry Member Fees pursuant to this Article, the Operating Committee or the
Participants shall clearly indicate whether such fees are related to Post-Amendment Expenses
incurred during Period 1, Period 2, Period 3, or Period 4.

ARTICLE XII

MISCELLANEOUS

Section 12.1. Notices and Addresses. All notices required to be given under this
Agreement shall be in writing and may be delivered by certified or registered mail, postage
prepaid, by hand, or by any private overnight courier service. Such notices shall be mailed or
delivered to the Participants at the addresses set forth on Exhibit A to this Agreement or such
other address as a Participant may notify the other Participants of in writing. Any notices to be
sent to the Company shall be delivered to the principal place of business of the Company or at
such other address as the Operating Committee may specify in a notice sent to all of the
Participants. Notices shall be effective: (i) if mailed, on the date three (3) days after the date of
mailing; or (i) if hand delivered or delivered by private courier, on the date of delivery.

Section 12.2. Governing Law; Submission to Jurisdiction. This Agreement shall be
governed by and construed in accordance with the Delaware Act and internal laws and decisions
of the State of Delaware without giving effect to any choice or conflict of law provision or rule
(whether of the State of Delaware or any other jurisdiction) that would cause the application of
laws of any jurisdictions other than those of the State of Delaware; provided that the rights and
obligations of the Participants, Industry Members and other Persons contracting with the
Company in respect of the matters covered by this Agreement shall at all times also be subject to
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any applicable provisions of the Exchange Act and any rules and regulations promulgated
thereunder. Each of the Company and the Participants: (a) consents to submit itself to the
exclusive personal jurisdiction of the Court of Chancery of the State of Delaware, New Castle
County, or, if that court does not have jurisdiction, a federal court sitting in Wilmington,
Delaware in any action or proceeding arising out of or relating to this Agreement or any of the
transactions contemplated by this Agreement; (b) agrees that all claims in respect of such action
or proceeding shall be heard and determined only in any such court; (c) agrees that it shall not
attempt to deny or defeat such personal jurisdiction by motion or other request for leave from
any such court; and (d) agrees not to bring any action or proceeding arising out of or relating to
this Agreement or any of the transaction contemplated by this Agreement in any other court.
Each of the Company and the Participants waives any defense of inconvenient forum to the
maintenance of any action or proceeding so brought and waives any bond, surety or other
security that might be required of any other Person with respect thereto. The Company or any
Participant may make service on the Company or any other Participant by sending or delivering
a copy of the process to the party to be served at the address and in the manner provided for the
giving of notices in Section 12.1. Nothing in this Section 12.2, however, shall affect the right of
any Person to serve legal process in any other manner permitted by law.

Section 12.3. Amendments. Except as provided by Section 3.3, Section 3.4, Section
3.7, and Section 5.3, this Agreement may be amended from time to time only by a written
amendment authorized by the affirmative vote of not less than two-thirds of all of the
Participants or with respect to Section 3.8 by the affirmative vote of all of the Participants, in
each case that has been approved by the SEC pursuant to SEC Rule 608 or has otherwise become
effective under SEC Rule 608. Notwithstanding the foregoing or anything else to the contrary,
to the extent the SEC grants exemptive relief applicable to any provision of this Agreement,
Participants and Industry Members shall be entitled to comply with such provision pursuant to
the terms of the exemptive relief so granted at the time such relief is granted irrespective of
whether this Agreement has been amended.

Section 12.4. Successors and Assigns. Subject to the restrictions on Transfers set forth
herein, this Agreement: (a) shall be binding upon, and inure to the benefit of, the Company and
the Participants, and their respective successors and permitted assigns; and (b) may not be
assigned except in connection with a Transfer of Company Interests permitted hereunder.

Section 12.5. Counterparts. This Agreement may be executed in multiple
counterparts, each of which shall be deemed an original, but all of which shall constitute one
instrument. Any counterpart may be delivered by facsimile transmission or by electronic
communication in portable document format (.pdf) or tagged image format (.tif), and the parties
hereto agree that their electronically transmitted signatures shall have the same effect as
manually transmitted signatures.

Section 12.6. Modifications to be in Writing; Waivers. This Agreement constitutes
the entire understanding of the parties hereto with respect to the subject matter hereof, and no
amendment, modification or alteration shall be binding unless the same is in writing and adopted
in accordance with Section 12.3. No waiver of any provision of this Agreement shall be valid
unless the same shall be in writing and signed by each Person granting the waiver. No waiver by
any Person of any default or breach hereunder, whether intentional or not, shall be deemed to
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extend to any prior or subsequent default or breach or affect in any way any rights arising by
virtue of any prior or subsequent such occurrence.

Section 12.7. Captions. The captions are inserted for convenience of reference only
and shall not affect the construction of this Agreement.

Section 12.8. Validity and Severability. If any provision of this Agreement shall be
held invalid or unenforceable, that shall not affect the validity or enforceability of any other
provisions of this Agreement, all of which shall remain in full force and effect. If the final
judgment of a court of competent jurisdiction declares that any term or provision hereof is
invalid or unenforceable, each of the Company and the Participants agrees that the body making
the determination of invalidity or unenforceability shall have the power to reduce the scope,
duration or area of the term or provision, to delete specific words or phrases, or to replace any
invalid or unenforceable term or provision with a term or provision that is valid and enforceable
and that comes closest to expressing the intention of the invalid or unenforceable term or
provision, and this Agreement shall be enforceable as so modified.

Section 12.9. Third Party Beneficiaries. Except to the extent provided in any separate
written agreement between the Company and another Person, the provisions of this Agreement
are not intended to be for the benefit of any creditor or other Person (other than a Participant in
its capacity as such) to whom any debts, liabilities or obligations are owed by (or who otherwise
has any claim against) the Company or any Participants. Moreover, notwithstanding anything
contained in this Agreement (but subject to the immediately following sentence), no such
creditor or other Person shall obtain any rights under this Agreement or shall, by reason of this
Agreement, make any claim in respect of any debt, liability or obligation (or otherwise) against
the Company or any Participant. Notwithstanding the foregoing provisions of this Section 12.9,
each Person entitled to indemnification under Section 4.8 that is not a party to this Agreement
shall be deemed to be an express third party beneficiary of this Agreement for all purposes
relating to such Person’s indemnification and exculpation rights hereunder.

Section 12.10. Expenses. Except as may be otherwise specifically provided to the
contrary in this Agreement, including in Article XI, or as may be otherwise determined by the
Operating Committee, each of the Company and the Participants shall bear its own internal costs
and expenses incurred in connection with this Agreement, including those incurred in connection
with all periodic meetings of the Participants or the Operating Committee, and the transactions
contemplated hereby.

Section 12.11. Specific Performance. Each of the Company and the Participants
acknowledges and agrees that one or more of them would be damaged irreparably in the event
any of the provisions of this Agreement are not performed in accordance with their specific
terms or otherwise are breached. Accordingly, each such Person agrees that each other such
Person may be entitled to an injunction or injunctions to prevent breaches of the provisions of
this Agreement and to enforce specifically this Agreement and the terms and provisions hereof in
any action instituted in any court having jurisdiction over the Parties and the matter, in each case
with no need to post bond or other security.
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Section 12.12. Waiver of Partition. Each Participant agrees that irreparable damage
would be done to the Company if any Participant brought an action in court to partition the assets
or properties of the Company. Accordingly, each Participant agrees that such Person shall not,
either directly or indirectly, take any action to require partition or appraisal of the Company or of
any of the assets or properties of the Company, and notwithstanding any provisions of this
Agreement to the contrary, each Participant (and such Participant’s successors and permitted
assigns) accepts the provisions of this Agreement as such Person’s sole entitlement on
termination, dissolution and/or liquidation of the Company and hereby irrevocably waives any
and all right to maintain any action for partition or to compel any sale or other liquidation with
respect to such Person’s interest, in or with respect to, any assets or properties of the Company.
Each Participant agrees not to petition a court for the dissolution, termination or liquidation of
the Company.

Section 12.13. Construction. The Company and all Participants have participated jointly
in negotiating and drafting this Agreement. If an ambiguity or a question of intent or
interpretation arises, this Agreement shall be construed as if drafted jointly by the Company and
all Participants, and no presumption or burden of proof shall arise favoring or disfavoring any
Person by virtue of the authorship of any provision of this Agreement.

Section 12.14. Incorporation of Exhibits, Appendices, Attachments, Recitals and
Schedules. The Exhibits, Appendices, Attachments, Recitals and Schedules identified in this
Agreement are incorporated herein by reference and made a part hereof.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the Participants have executed this Limited Liability
Company Agreement as of the day and year first above written.

PARTICIPANTS:
BOX EXCHANGE LLC

By:

Name:

Title:
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CBOE BYX EXCHANGE, INC.

By:

Name:

Title:

CBOE BZX EXCHANGE, INC.

By:

Name:

Title:

CBOE EDGA EXCHANGE, INC.

By:

Name:

Title:

CBOE EDGX EXCHANGE, INC.

By:

Name:

Title:

CBOE C2 EXCHANGE, INC.

By:

Name:

Title:
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CBOE EXCHANGE, INC.

By:

Name:

Title:
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FINANCIAL INDUSTRY REGULATORY AUTHORITY,
INC.

By:

Name:

Title:
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INVESTORS” EXCHANGE, LLC

By:

Name:

Title:
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LONG-TERM STOCK EXCHANGE, LLC

By:

Name:

Title:
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MEMXLLC

By:

Name:

Title:
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MIAX EMERALD, LLC

By:

Name:

Title:

MIAMI INTERNATIONAL SECURITIES EXCHANGE LLC

By:

Name:

Title:

MIAX PEARL, LLC

By:

Name:

Title:
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NASDAQ BX, INC.

By:

Name:

Title:

NASDAQ GEMX, LLC

By:

Name:

Title:

NASDAQ ISE, LLC

By:

Name:

Title:

NASDAQ MRX, LLC

By:

Name:

Title:

NASDAQ PHLX LLC

By:

Name:

Title:
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THE NASDAQ STOCK MARKET LLC

By:

Name:

Title:
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NEW YORK STOCK EXCHANGE LLC

By:

Name:

Title:

NYSE AMERICAN LLC

By:

Name:

Title:

NYSE ARCA, INC.

By:

Name:

Title:

NYSE CHICAGO, INC.

By:

Name:

Title:

NYSE NATIONAL, INC.

By:

Name:

Title:
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EXHIBIT A

PARTICIPANTS IN CONSOLIDATED AUDIT TRAIL, LLC

Cboe BZX Exchange, Inc.
400 South LaSalle St.
Chicago, IL 60605

Cboe BYX Exchange, Inc.
400 South LaSalle St.
Chicago, IL 60605

Cboe Exchange, Inc.
400 South LaSalle St.
Chicago, IL 60605

Cboe C2 Exchange, Inc.
400 South LaSalle St.
Chicago, IL 60605

Cboe EDGA Exchange, Inc.
400 South LaSalle St.
Chicago, IL 60605

Cboe EDGX Exchange, Inc.
400 South LaSalle St.
Chicago, IL 60605

BOX Exchange LLC New York Stock Exchange NYSE Chicago, Inc.
101 Arch St., Suite 610 LLC 440 South LaSalle St., Suite
Boston, MA 02110 11 Wall St. 800
New York, NY 10005 Chicago, IL 60605
NYSE National, Inc. NYSE American LLC NYSE Arca, Inc.
11 Wall St. 11 Wall St. 11 Wall St.

New York, NY 10005

New York, NY 10005

New York, NY 10005

NASDAQ GEMX, LLC
One Liberty Plaza

165 Broadway

New York, NY 10006

NASDAQ ISE, LLC
One Liberty Plaza
165 Broadway

New York, NY 10006

NASDAQ MRX, LLC
60 Broad Street
New York, NY 10004

NASDAQ BX, Inc.
One Liberty Plaza
165 Broadway

New York, NY 10006

NASDAQ PHLX LLC
One Liberty Plaza

165 Broadway

New York, NY 10006

The NASDAQ Stock Market
LLC

One Liberty Plaza

165 Broadway

New York, NY 10006

Financial Industry Regulatory
Authority, Inc.

1735 K Street, NW
Washington DC, 20006

Investors’ Exchange, LLC
3 World Trade Center, 58th
Floor

New York, NY 10007

Miami International
Securities Exchange LLC
7 Roszel Road, 5th floor
Princeton, NJ 08540

MIAX PEARL, LLC
7 Roszel Road, 5th Floor,
Princeton, New Jersey 08540

MIAX Emerald, LLC
7 Roszel Road, 5th Floor
Princeton, New Jersey 08540

Long-Term Stock Exchange,
Inc.

300 Montgomery Street,
Suite 300,

San Francisco, CA 94104

MEMX LLC

111 Town Square Place
Suite 520

Jersey City, NJ 07310
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APPENDIX A

Consolidated Audit Trail National Market System Plan Request for Proposal, issued
February 26, 2013, version 3.0 updated March 3, 2014

(The Request for Proposal is available at Securities Exchange Act Release No. 77724 (CAT
NMS Plan published for comment on May 17, 2016))

Certain provisions of Articles I-XII have been modified as noted on the cover page of this CAT

NMS Plan. To the extent text in the following Appendices conflicts with any such
modifications, the modified language of Articles I-XII shall control
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APPENDIX B

[Reserved]
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APPENDIX C

DISCUSSION OF CONSIDERATIONS
SEC RULE 613(A)(1) CONSIDERATIONS

SEC Rule 613(a) requires the Participants to discuss various “considerations” related to
how the Participants propose to implement the requirements of the CAT NMS Plan, cost
estimates for the proposed solution, and a discussion of the costs and benefits of alternate
solutions considered but not proposed.? This Appendix C discusses the considerations identified
in SEC Rule 613(a). The first section below provides a background of the process the
Participants have undertaken to develop and draft the CAT NMS Plan. Section A below
addresses the requirements, set forth in SEC Rule 613(a)(1)(i) through (a)(1)(vi), that the
“Participants specify and explain the choices they made to meet the requirements specified in
[SEC Rule 613] for the [CAT].”® In many instances, details of the requirements (i.e., the
specific technical requirements that the Plan Processor must meet) will be set forth in the Plan
Processor Requirements document (“PPR”). Relevant portions of the PPR are outlined and
described throughout this Appendix C, as well as included as Appendix D.

Section B below discusses the requirements in SEC Rule 613(a)(1)(vii) and SEC Rule
613(a)(1)(viii) that the CAT NMS Plan include detailed estimates of the costs, and the impact on
competition, efficiency, and capital formation, for creating, implementing, and maintaining the
CAT. The information in Section B below is intended to aid the Commission in its economic
analysis of the CAT and the CAT NMS Plan.*

Section C below, in accordance with SEC Rule 613(a)(1)(x), establishes objective
milestones to assess the Participants’ progress toward the implementation of the CAT in
accordance with the CAT NMS Plan. This section includes a plan to eliminate existing rules and
systems (or components thereof) that will be rendered duplicative by the CAT, as required by
SEC Rule 613(a)(1)(ix).

Section D below addresses how the Participants solicited the input of their Industry
Members and other appropriate parties in designing the CAT NMS Plan as required by SEC Rule
613(a)(1)(x1).

Capitalized terms used and not otherwise defined in this Appendix C have the respective
meanings ascribed to such terms in the Agreement to which this Appendix C is attached.

BACKGROUND

SEC Rule 613 requires the Participants to jointly file a national market system plan to
govern the creation, implementation, and maintenance of the CAT, and the Central Repository.

2 Securities Exchange Act Release No. 67457 (July 18, 2012), 77 Fed. Reg. 45722, 45789 (Aug. 1, 2012)
(“Adopting Release”).

3 See Adopting Release at 45790. Section B below includes discussions of reasonable alternatives to approaching
the creation, implementation, and maintenance of the CAT that the Participants considered. See SEC Rule
613(a)(1)(xii).

4 See Adopting Release at 45793.
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Early in the process, the Participants concluded that the publication of a request for proposal
soliciting Bids from interested parties to serve as the Plan Processor for the CAT was necessary
prior to filing the CAT NMS Plan to ensure that potential alternative solutions to creating the
CAT could be presented and considered by the Participants and that a detailed and meaningful
cost/benefit analysis could be performed, both of which are required considerations to be
addressed in the CAT NMS Plan. To that end, the Participants published the RFP on February
26,2013, and 31 firms formally notified the Participants of their intent to bid.

On September 3, 2013, the Participants filed with the Commission the Selection Plan, a
national market system plan to govern the process for Participant review of the Bids submitted in
response to the RFP, the procedure for evaluating the Bids, and, ultimately, selection of the Plan
Processor. Several critical components of the Participants’ process for formulating and drafting
the CAT NMS Plan were contingent upon approval of the Selection Plan, which occurred on
February 21, 2014.% Bids in response to the RFP were due four weeks following approval of the
Selection Plan, on March 21, 2014. Ten Bids were submitted in response to the RFP.

The Participants considered each Bid in great detail to ensure that the Participants can
address the considerations enumerated in SEC Rule 613, including analysis of the costs and
benefits of the proposed solution(s), as well as alternative solutions considered but not proposed,
so that the Commission and the public will have sufficiently detailed information to carefully
consider all aspects of the CAT NMS Plan the Participants ultimately submit. Soon after
receiving the Bids, and pursuant to the Selection Plan, the Participants determined that all ten
Bids were “qualified” pursuant to the Selection Plan.” On July 1, 2014, after the Participants had
hosted Bidder presentations to learn additional details regarding the Bids and conducted an
analysis and comparison of the Bids, the Participants voted to select six Shortlisted Bidders.

Under the terms of the Selection Plan, and as incorporated into the CAT NMS Plan, the
Plan Processor for the CAT has not been selected and will not be selected until after approval of
the CAT NMS Plan.® Any one of the six remaining Shortlisted Bidders could be selected as the
Plan Processor, and because each Shortlisted Bidder has proposed different approaches to
various issues, the CAT NMS Plan does not generally mandate specific technical approaches;
rather, it mandates specific requirements that the Plan Processor must meet, regardless of
approach. Where possible, this Appendix C discusses specific technical requirements the
Participants have deemed necessary for the CAT; however, in some instances, provided the Plan
Processor meets certain general obligations, the specific approach taken in implementing aspects
of the CAT NMS Plan will be dependent upon the Bidder ultimately selected as the Plan
Processor.

5> The initial RFP was amended in March 2014. See Consolidated Audit Trail National Market System Plan Request
for Proposal (last updated Mar. 3, 2014), available at
http://catnmsplan.com/web/groups/catnms/documents/catnms/p213400.zip (the “REP”).

® The SEC has approved two amendments to the Selection Plan. See Securities Exchange Act Rel. No. 75192 (June
17,2015), 80 Fed. Reg. 36028 (June 23, 2015); and Securities Exchange Act Rel. No.75980 (Sept. 24, 2015), 80
Fed. Reg. 58796 (Sept. 30, 2015).

7 See Selection Plan, 78 Fed. Reg. 69910, Ex. A §§ I(Q) (defining “Qualified Bid”), VI(A) (providing the process for
determining whether Bids are determined to be “Qualified Bids™).

8 See Selection Plan § 6; see also id. Article V.
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SEC Rule 613 also includes provisions to facilitate input on the implementation,
operation, and administration of the Central Repository from the broker-dealer industry.’ To this
end, the Participants formed a Development Advisory Group (“DAG”) to solicit industry
feedback. Following multiple discussions between the Participants and both the DAG and the
Bidders, as well as among the Participants themselves, the Participants recognized that some
provisions of SEC Rule 613 would not permit certain solutions to be included in the CAT NMS
Plan that the Participants determined advisable to effectuate the most efficient and cost-effective
CAT. Consequently, the Participants submitted their original Exemptive Request Letter seeking
exemptive relief from the Commission with respect to certain provisions of SEC Rule 613
regarding (1) options market maker quotes; (2) Customer-1Ds; (3) CAT-Reporter-1Ds; (4)
linking of executions to specific subaccount allocations on allocation reports; and (5) timestamp
granularity for Manual Order Events.!® Specifically, the Participants requested that the
Commission grant an exemption from:

e Rule 613(c)(7)(ii) and (iv) for options market makers with regard to their options
quotes.

e Rule 613(c)(7)(1)(A), (c)(7)(iv)(F), (c)(7)(viii)(B) and (c)(8) which relate to the
requirements for Customer-IDs.!!

* Rule 613(c)(7)()(C), (c)(7)A)D), ()(7))(E), (c)(7)(1ii)(D), () (7)(iii)(E),
©)(DAV)(F), (c)(T)V)(F), (c)(7)(vi)(B) and (c)(8) which relate to the requirements for
CAT-Reporter-IDs.

e Rule 613(c)(7)(vi)(A), which requires CAT Reporters to record and report the
account number of any subaccounts to which the execution is allocated.

e The millisecond timestamp granularity requirement in Rule 613(d)(3) for certain
Manual Order Events subject to timestamp reporting under Rules 613(c)(7)(1)(E),
613(c)(7)(ii)(C), 613(c)(7)(iii)(C), and 613(c)(7)(iv)(C).

The Participants supplemented their original Exemptive Request Letter with a supplemental
Exemptive Request Letter (together, the “Exemptive Request Letters”), clarifying its original
requested exemption from the requirement in Rule 613(c)(7)(viii)(B) (including, in some
instances, requesting an exemption from the requirement to provide an account number, account

% See SEC Rules 613(a)(1)(xi) and 613(b)(7).

10 See original Exemptive Request Letter, available at
http://catnmsplan.com/web/groups/catnms/@catnms/documents/appsupportdocs/p602383.pdf.

' See Participants’ Proposed RFP Concepts Document (last updated Jan. 16, 2013) (the “Proposed RFP Concepts
Document”). The Proposed RFP Concepts Document was posted on the Consolidated Audit Trail NMS Plan
website, http:// catnmsplan.com (the “CAT NMS Plan Website”).
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type and date account opened under Rule 613(c)(7)(viii)(B)).!? The Participants believe that the
requested relief is critical to the development of a cost-effective approach to the CAT.

The Participants also will seek to comply with their obligations related to the CAT under
Reg SCI as efficiently as possible. When it adopted Reg SCI, the Commission expressed its
belief that the CAT “will be an SCI system of each SCI SRO that is a member of an approved
NMS plan under Rule 613, because it will be a facility of each SCI SRO that is a member of
such plan.”!3 The Participants intend to work together and with the Plan Processor, in
consultation with the Commission, to determine a way to effectively and efficiently meet the
requirements of Reg SCI without unnecessarily duplicating efforts.

A. Features and Details of the CAT NMS Plan.

1. Reporting Data to the CAT

As required by SEC Rule 613(a)(1)(i), this section describes the reporting of data to the
Central Repository, including the sources of such data and the manner in which the Central
Repository will receive, extract, transform, load, and retain such data. As a general matter, the
data reported to the Central Repository is of two distinct types: (1) reference data (e.g., data
concerning CAT Reporters and customer information, issue symbology information, and data
from the SIPs); and (2) order and trade data submitted by CAT Reporters, including national
securities exchanges, national securities associations and broker-dealers. Each of these types of
data is discussed separately below.

(@) Sources of Data

In general, data will be reported to the Central Repository by national securities
exchanges, national securities associations, broker-dealers, the SIPs for the CQS, CTA, UTP and
Plan for Reporting of Consolidated Options Last Sale Reports and Quotation
Information(“OPRA”) Plans, and certain other vendors or appropriate third parties (“Data
Submitters™).'* Specifically, in accordance with SEC Rule 613(c)(5) and Sections 6.3 and 6.4 of
the CAT NMS Plan, each national securities exchange and its members must report to the

12 See Letter from the Participants to Brent J. Fields, Secretary, SEC re: Supplement to Request for Exemptive Relief
from Certain Provisions of SEC Rule 613 of Regulation NMS under the Securities Exchange Act of 1934 (Sept. 2,
2015), available at the CAT NMS Plan Website. Separately, on April 3, 2015, the Participants filed with the
Commission examples demonstrating how the proposed request for exemptive relief related to allocations would
operate; this filing did not substantively update or amend the Exemptive Request Letter. See Letter from the
Participants to Brent J. Fields, Secretary, SEC re: Supplement to Request for Exemptive Relief from Certain
Provisions of SEC Rule 613 of Regulation NMS under the Securities Exchange Act of 1934 (Apr. 3, 2015),
available at the CAT NMS Plan Website.

13 See Securities Exchange Act Release No. 73639 (Nov. 19, 2014), 79 Fed. Reg. 72252, 72275 n. 246 (Dec. 5,
2014) (adopting Reg SCI and citing the Adopting Release at 45774).

14 See Adopting Release at 45748 n.278 (noting that “the Rule does not preclude the NMS plan from allowing
broker-dealers to use a third party to report the data required to the central repository on their behalf”). The
Participants note that CAT Reporters using third party service providers to submit information on their behalf would
still be responsible for all the data submitted on their behalf. The term “CAT Reporters” is generally used to refer to
those parties that are required by SEC Rule 613 and the CAT NMS Plan to submit data to the CAT (i.e., national
securities exchanges, national securities associations, and members thereof). The term “Data Submitters” includes
those third-parties that may submit data to the CAT on behalf of CAT Reporters as well as outside parties that are
not required to submit data to the CAT but from which the CAT may receive data (e.g., SIPs). Thus, all CAT
Reporters are Data Submitters, but not all Data Submitters are CAT Reporters.
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Central Repository the information required by SEC Rule 613(c)(7) for each NMS Security
registered or listed for trading on such exchange or admitted to unlisted trading privileged on
such exchange (subject to relief pursuant to the Exemptive Request Letters).!> Similarly, in
accordance with SEC Rule 613(c)(6), each national securities association and its members must
report to the Central Repository the information required by SEC Rule 613(c)(7) for each NMS
Security for which transaction reports are required to be submitted to the association (subject to
relief pursuant to the Exemptive Request Letters). Additionally, the Participants, in consultation
with the DAG and with industry support, have determined to include OTC Equity Securities in
the initial phase-in of the CAT; thus, CAT Reporters must also include order and trade
information regarding orders for OTC Equity Securities in addition to those involving NMS
Securities. '

In addition to order and execution data, SEC Rule 613 requires Industry Members to
report customer information, including Customer-IDs, to the CAT so that order and execution
data can be associated with particular Customers. However, in the Exemptive Request Letters,
the Participants request relief that would permit CAT Reporters to provide information to the
Central Repository using Firm Designated IDs instead of Customer-IDs. In addition, Industry
Members are permitted to use Data Submitters that are not national securities exchanges,
national securities associations, or members thereof to report the required data to the Central
Repository on their behalf. The approach proposed in the Exemptive Request Letters also would
permit Data Submitters to provide information to the Central Repository using Firm Designated
ID for purposes of reporting information to the CAT.

The Central Repository also is required to collect National Best Bid and National Best
Offer information, transaction reports reported to an effective transaction reporting plan filed
with the SEC pursuant to SEC Rule 601, and Last Sale Reports reported pursuant to the OPRA
Plan.!” Consequently, the Plan Processor must receive information from the SIPs for those plans
and incorporate that information into the CAT. Lastly, as set forth in Appendix D, the Plan
Processor must maintain a complete symbology database, including historical symbology. CAT
Reporters will submit data to the CAT with the listing exchange symbology format, and the CAT
must use the listing exchange symbology format in the display of linked data. The Participants
will be responsible for providing the Plan Processor with issue symbol information, and issue
symbol validation must be included in the processing of data submitted by CAT Reporters.

After reviewing the Bids and receiving industry input, the Participants do not believe
there is a need to dictate that the Plan Processor adopt a particular format for the submission of
data to the Central Repository. Rather, regardless of the format(s) adopted, the CAT must be

15 As noted, the Participants submitted the Exemptive Request Letters to facilitate compliance with the goals and
purposes of the rule while minimizing the impact on existing market practices and reducing burdens on both
Participants and broker-dealers.

16 See SIFMA Industry Recommendations for the Creation of the Consolidated Audit Trail (CAT) at 70 (Mar. 28,
2013) (“SIFMA Recommendations™), available at
http://www.sifma.org/workarea/downloadasset.aspx?id=8589942773. Section 1.1 of the CAT NMS Plan includes
OTC Equity Securities as “Eligible Securities.” As discussed in Appendix C, Plan to Eliminate Existing Rules and
Systems (SEC Rule 613(a)(1)(ix)), inclusion of OTC Equity Securities in the initial phase of the CAT should
facilitate the retirement of FINRA’s Order Audit Trail System (“OATS”) and reduce costs to the industry.

17 SEC Rule 613(e)(7).
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able to monitor incoming and outgoing data feeds and be capable of performing the following
functions:

e Support daily files from each CAT Reporter;

e Support files that cover multiple days (for re-transmission);

e Support error correction files;

e (Capture operational logs of transmissions, success, failure reasons, etc.; and
e Support real-time and batch feeds.

The Plan Processor will be required to ensure that each CAT Reporter is able to access its
submissions for error correction purposes and transmit their data to the Central Repository on a
daily basis. The Plan Processer must have a robust file management tool that is commercially
available, including key management. In addition, at a minimum, the Plan Processor must be
able to accept data from CAT Reporters and other Data Submitters via automated means (e.g.,
Secure File Transfer Protocol (“SFTP”)) as well as manual entry means (e.g., GUI interface).

The Plan Processor will be required to ensure that all file processing stages are handled
correctly. This will include the start and stop of data reception, the recovery of data that is
transmitted, the retransmission of data from CAT Reporters, and the resynchronization of data
after any data loss. At a minimum, this will require the Plan Processor to have logic that
identifies duplication of files. If transmission is interrupted, the Plan Processor must specify:

e data recovery process for partial submissions;
e operational logs/reporting;

e operational controls for receipt of data; and

e managing/handling failures.

The Plan Processor is required to establish a method for developing an audit trail of data
submitted to and received by the Central Repository. This must include a validation of files to
identify file corruption and incomplete transmissions. As discussed more fully below, an
acknowledgement of data receipt and information on rejected data must be transmitted to CAT
Reporters.

(1) Data Submission for Orders and Reportable Events, including
Manual Submission
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Sections 6.3 and 6.4 of the CAT NMS Plan require CAT Reporters to provide details for
each order and each Reportable Event to the Central Repository.'® In the RFP, the Participants
requested that the Bidders describe the following:

e system interfaces, including data submission, data access and user interfaces; '’

e the proposed messaging and communication protocol(s) used in data submission
and retrieval and the advantage(s) of such protocol(s);

e the process and associated protocols for accepting batch submissions; 2! and

e the process and any associated protocols for supporting manual data
submissions.??

(11) The Timing of Reporting Data

Pursuant to SEC Rule 613(¢c)(3), Sections 6.3 and 6.4 of the CAT NMS Plan require that
CAT Reporters report certain order and transaction information recorded pursuant to SEC Rule
613 or the CAT NMS Plan to the Central Repository by 8:00 a.m. Eastern Time on the Trading
Day following the day such information is recorded.?*> SEC Rule 613(c)(3) notes, however, that
the CAT NMS Plan “may accommodate voluntary reporting prior to 8:00 a.m. Eastern Time, but
shall not impose an earlier deadline on the reporting parties.” Sections 6.3 and 6.4 of the CAT
NMS Plan explicitly permit, but do not require, CAT Reporters to submit information to the
CAT throughout the day. Because of the amount of data that will ultimately be reported to the
CAT, the Participants have decided to permit Data Submitters to report data to the CAT as end of
day files (submitted by 8:00 a.m. Eastern Time the following Trading Day) or throughout the
day. The Participants believe that permitting Data Submitters to report data throughout the day
may reduce the total amount of bandwidth used by the Plan Processor to receive data files and
will allow CAT Reporters and other Data Submitters to determine which method is most
efficient and cost-effective for them. However, the Plan Processor will still be required to have
the capacity to handle two times the historical peak daily volume to ensure that, if CAT
Reporters choose to submit data on an end-of-day basis, the Plan Processor can handle the influx
of data.?*

(iii))  Customer and Customer Account Information

In addition to the submission of order and trade data, broker-dealer CAT Reporters must
also submit customer information to the CAT so that the order and trade data can be matched to

18 See SEC Rule 613(c)(7).

19 RFP Question 49.

20 RFP Questions 59-60.

2 RFP Question 62.

22 RFP Question 63.

23 SEC Rule 613 and Sections 6.3 and 6.4 of the CAT NMS Plan permit certain other information to be reported by
8:00 a.m. Eastern Time on the Trading Day following the day the CAT Reporter receives the information. See SEC
Rule 613(c)(4), (c)(7)(vi)-(viii).

24 SIFMA’s recommendations to the Participants regarding the CAT indicates support for the ability of Data
Submitters to submit data in batch or near-real-time reporting. See SIFMA Recommendations, at 55.
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the specific customer.?> SEC Rule 613(c)(7) sets forth data recording and reporting requirements
that must be included in the CAT NMS Plan. Under SEC Rule 613(c)(7)(i)(A), the CAT NMS
Plan must require each CAT Reporter to record and report “Customer-ID(s) for each customer”
when reporting to the CAT order receipt or origination information.”® When reporting the
modification or cancellation of an order, the rule further requires the reporting of “the Customer-
ID of the Person giving the modification or cancellation instruction.”?” In addition, SEC Rule
613(c)(8) mandates that all CAT Reporters “use the same Customer-ID . . . for each customer
and broker-dealer.”?® For purposes of SEC Rule 613, “Customer-ID” means, “with respect to a
customer, a code that uniquely identifies such customer for purposes of providing data to the
central repository.”? Also, SEC Rule 613(c)(7)(viii) requires that, for original receipt or
origination of an order, CAT Reporters report “customer account information,” which is defined
as including “account number, account type, customer type, date account opened, and large
trader identifier (if applicable).”°

After considering the requirements of SEC Rule 613 with respect to recording and
reporting Customer-IDs, Customer Account Information, and information of sufficient detail to
identify the Customer as well as industry input and the Commission’s reasons for adopting these
requirements, the Participants requested that Industry Members and other industry participants
provide ideas on implementing the Customer-ID requirement. After careful consideration,
including numerous discussions with the DAG, the Participants concluded that the CAT NMS
Plan should use a reporting model that requires broker-dealers to provide detailed account and
Customer information to the Central Repository, including the specific identities of all
Customers associated with each account, and have the Central Repository correlate the Customer
information across broker-dealers, assign a unique customer identifier to each Customer (i.e., the
Customer-ID), and use that unique customer identifier consistently across all CAT Data
(hereinafter, the “Customer Information Approach”).

Under the Customer Information Approach, the CAT NMS Plan would require each
broker-dealer to assign a unique Firm Designated ID to each customer, as that term is defined in
SEC Rule 613. For the Firm Designated ID, broker-dealers would be permitted to use an
account number or any other identifier defined by the firm, provided each identifier is unique
across the firm for each business date (i.e., a single firm may not have multiple separate
customers with the same identifier on any given date). Under the Customer Information
Approach, broker-dealers must submit an initial set of customer information to the Central
Repository, including, as applicable, the Firm Designated ID for the customer, name, address,
date of birth, Individual Tax ID (“ITIN”)/social security number (“SSN”), individual’s role in the
account (e.g., primary holder, joint holder, guardian, trustee, person with the power of attorney)

25 As noted above, the term “customer” means “(i) [t]he account holder(s) of the account at a broker-dealer
originating an order, and (ii) [a]ny person from whom the broker-dealer is authorized to accept trading instructions
for such account, if different than the account holder(s).” SEC Rule 613()(3).

26 SEC Rule 613(c)(7)(Q)(A).

27 SEC Rule 613(c)(7)(iv)(F).

28 SEC Rule 613(c)(8).

2 SEC Rule 613()(5).

30 SEC Rule 613(j)(4).
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and Legal Entity Identifier (“LEI”),?! and/or Large Trader ID (“LTID”), if applicable.?? Under
the Customer Information Approach, broker-dealers would be required to submit to the Central
Repository daily updates for reactivated accounts, newly established or revised Firm Designated
IDs, or associated reportable Customer information.

Within the Central Repository, each Customer would be uniquely identified by identifiers
or a combination of identifiers such as TIN/SSN, date of birth, and, as applicable, LEI and LTID.
The Plan Processor would be required to use these unique identifiers to map orders to specific
customers across all broker-dealers. Broker-dealers would therefore be required to report only
Firm Designated ID information on each new order submitted to the Central Repository rather
than the “Customer-ID” as set forth in SEC Rule 613(c¢)(7), and the Plan Processor would
associate specific customers and their Customer-IDs with individual order events based on the
reported Firm Designated ID.

The Customer-ID approach is strongly supported by the industry as it believes that to do
otherwise would interfere with existing business practices and risk leaking proprietary order and
customer information into the market.>* To adopt such an approach, however, requires certain
exemptions from the requirements of SEC Rule 613. Therefore, the Participants included the
Customer Information Approach in the Exemptive Request Letters so that this approach could be
included in the CAT NMS Plan.

In addition to the approach described above, the CAT NMS Plan details a number of
requirements which the Plan Processor must meet regarding Customer and Customer Account
Information.

The Plan Processor must maintain information of sufficient detail to uniquely and
consistently identify each Customer across all CAT Reporters, and associated accounts from
each CAT Reporter. The Plan Processor must document and publish, with the approval of the
Operating Committee, the minimum list of attributes to be captured to maintain this association.

The CAT Processor must maintain valid Customer and Customer Account Information
for each Trading Day and provide a method for Participants and the SEC to easily obtain
historical changes to that information (e.g., name changes, address changes).

31 Where a validated LEI is available for a Customer or entity, it may obviate the need to report other identifier
information (e.g., Customer name, address).

32 The Participants anticipate that Customer information that is initially reported to the CAT could be limited to only
customer accounts that have, or are expected to have, CAT-reportable activity. For example, accounts that are
considered open, but have not traded Eligible Securities in a given timeframe may not need to be pre-established in
the CAT, but rather could be reported as part of daily updates after they have CAT-reportable activity.

33 Because reporting to the CAT is on an end-of-day basis, intra-day changes to information could be captured as
part of the daily updates to the information. See SEC Rule 613(c)(3). To ensure the completeness and accuracy of
Customer information and associations, in addition to daily updates, broker-dealers would be required to submit
periodic full refreshes of Customer information to the CAT. The scope of the “full” Customer information refresh
would need to be further defined, with the assistance of the Plan Processor, to determine the extent to which inactive
or otherwise terminated accounts would need to be reported.

34 SIFMA Recommendations at 30-31; Financial Industry Forum (FIF) Consolidated Audit Trail (CAT) Working
Group Response to Proposed RFP Concepts Document at 12 (Jan. 18, 2013), available at
http://catnmsplan.com/industryFeedback/P197808 (“FIF Response”).
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The CAT Processor will design and implement a robust data validation process for
submitted Firm Designated ID, Customer Account Information and Customer Identifying
Information.

The Plan Processor must be able to link accounts that move from one CAT Reporter to
another due to mergers and acquisitions, divestitures, and other events. Under the approach
proposed by the Participants, broker-dealers will initially submit full account lists for all active
accounts to the Plan Processor and subsequently submit updates and changes on a daily basis.>”
In addition, the Plan Processor must have a process to periodically receive full account lists to
ensure the completeness and accuracy of the account database.

In the RFP, the Participants asked for a description of how Customer and Customer
Account Information will be captured, updated and stored with associated detail sufficient to
identify each Customer.*® All Bidders anticipated Customer and Customer Account Information
to be captured in an initial download of data. The precise method(s) by which CAT Reporters
submit Customer data to the Central Repository will be set out in the Technical Specifications
provided by the Plan Processor in accordance with Section 6.9 of the CAT NMS Plan. Data
capture would occur using both file-based and entry screen methods. Data validation would
check for potential duplicates with error messages being generated for follow-up by CAT
Reporters. Data Reporters can update data as needed or on a predetermined schedule.

(iv)  Error Reporting

SEC Rule 613(e)(6) requires the prompt correction of errors in data submitted to the
Central Repository. As discussed in Appendix C, Time and Method by which CAT Data will be
Available to Regulators, initial validation, lifecycle linkages, and communications of errors to
CAT Reporters will be required to occur by 12:00 p.m. Eastern Time T+1 and corrected data will
be required to be resubmitted to the Central Repository by 8:00 a.m. Eastern Time on T+3. Each
of the Bidders indicated that it was able to meet these timeframes.

However, the industry expressed concern that reducing the error repair window will
constitute a significant burden to Data Submitters and also question whether the proposed error
correction timeframe is possible.>’ Financial Information Forum (“FIF”) supports maintaining
the current OATS Error Handling timelines, which allows for error correction within five OATS
business days from the date of original submission.*® Securities Industry and Financial Markets
Association (“SIFMA”) also recommends a five-day window for error correction.
Nevertheless, the Participants believe that it is imperative to the utility of the Central Repository
that corrected data be available to regulators as soon as possible and recommend the three-day
window for corrections to balance the need for regulators to access corrected data in a timely
manner while considering the industry’s concerns.

35 “Active accounts” are defined as accounts that have had activity within the last six months.
36 RFP Question 1.

37 FIF Response at 35.

38 d.

39 SIFMA Recommendations at 62.
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(b)  The Manner in which the Central Repository will Receive, Extract,
Transform, Load, and Retain Data

The Central Repository must receive, extract, transform, load, and retain the data
submitted by CAT Reporters and other Data Submitters. In addition, the Plan Processor is
responsible for ensuring that the CAT contains all versions of data submitted by a CAT Reporter
or other Data Submitter (i.e., the Central Repository must include different versions of the same
information, including such things as errors and corrected data).*

In the RFP, the Participants requested that each Bidder perform a detailed analysis of
current industry systems and interface specifications to propose and develop their own format for
collecting data from the various data sources relevant under SEC Rule 613, as outlined in the
RFP. Bidders also were requested to perform an analysis on their ability to develop, test and
integrate this interface with the CAT.*! In addition, the Participants sought input from the
industry regarding different data submission mechanisms and whether there needs to be a
method to allow broker-dealers with very small order volumes to submit their data in a non-
automated manner.*?

As noted above, since the Central Repository is required to collect and transform
customer, order and trade information from multiple sources, the RFP requested that Bidders
describe:

e how Customer and Customer Account Information will be captured, updated and
stored with associated detail sufficient to identify each customer;*’

e the system interfaces, including data submission, data access and user
interfaces;**

e the proposed messaging and communication protocol(s) used in data submission
and retrieval and the advantage(s) of such protocol(s);*

e the process and associated protocols for accepting batch submissions;*® and

e the process and any associated protocols for supporting manual data
submissions.*’

40 Data retention requirements by the Central Repository are discussed more fully in Appendix D, Functionality of
the CAT System.

4'RFP § 2.3 at 19.

42 SEC Rule 613: Consolidated Audit Trail (CAT), Questions for Industry Consideration, available at
http://catnmsplan.com/QuestionsforIndustryConsideration.

43 RFP Question 1.

4 RFP Question 49.

4 RFP Questions 59-60.

46 RFP Question 62.

47 RFP Question 63.
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Various Bidders proposed multiple methods by which Data Reporters could report
information to the Central Repository. Bidders proposed secure VPN, direct line access through
TCP/IP or at co-location centers, and web-based manual data entry.

The RFP also requested that Bidders describe:
e the overall technical architecture;*® and

e the network architecture and describe how the solution will handle the necessary
throughput, processing timeline and resubmissions.*’

There are two general approaches by which the Central Repository could receive
information. Approach 1 described a scenario in which broker-dealers would submit relevant
data to the Central Repository using their choice of existing industry messaging protocols, such
as the Financial Information eXchange (“FIX”’) protocol. Approach 2 provided a scenario in
which broker-dealers would submit relevant data to the Central Repository using a defined or
specified format, such as an augmented version of OATS.

Following receipt of data files, the Plan Processor will be required to send an
acknowledgement of data received to CAT Reporters and third party Data Submitters. This
acknowledgement will enable CAT Reporters to create an audit trail of their data submissions
and allow for tracing of data breakdowns if data is not received. The minimum requirements for
receipt acknowledgement are detailed in Appendix D, Receipt of Data from Reporters.

Once the Central Repository has received the data from the CAT Reporters, it will extract
individual records from the data, and validate the data through a review process that must be
described in the Technical Specifications involving context, syntax, and matching validations.
The Plan Processor will need to validate data and report back to any CAT Reporter any data that
has not passed validation checks according to the requirements in Appendix D, Receipt of Data
from Reporters. To ensure the accuracy and integrity of the data in the Central Repository, data
that does not pass the basic validation checks performed by the Plan Processor must be rejected
until it has been corrected by the CAT Reporter responsible for submitting the data/file. After the
Plan Processor has processed the data, it must provide daily statistics regarding the number of
records accepted and rejected to each CAT Reporter.

The Plan Processor also will be required to capture rejected records for each CAT
Reporter and make them available to the CAT Reporter. The “rejects” file must be accessible
via an electronic file format, and the rejections and daily statistics must also be available via a
web interface. The Plan Processor must provide functionality for CAT Reporters to amend
records that contain exceptions. The Plan Processor must also support bulk error correction so
that rejected records can be resubmitted as a new file with appropriate indicators for rejection
repairs. The Plan Processor must, in these instances, reprocess repaired records. In addition, a
web GUI must be available for CAT Reporters to make updates, including corrections, to

48 RFP Question 43.
4 RFP Question 50.
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individual records or attributes. The Plan Processor must maintain a detailed audit trail capturing
corrections to and replacements of records.

The Plan Processor must provide CAT Reporters with documentation that details how to
amend/upload records that fail the required validations, and if a record does not pass basic
validations, such as syntax rejections, then it must be rejected and sent back to the CAT Reporter
as soon as possible, so it can be repaired and resubmitted.>® In order for regulators to have
access to accurate and complete data as expeditiously as practicable, the Plan Processor will
provide CAT Reporters with their error reports as they become available, and daily statistics
must be provided after data has been uploaded and validated. The reports will include
descriptive details as to why each data record was rejected by the Plan Processor.

In addition, on a monthly basis, the Plan Processor should produce and publish reports
detailing CAT Reporter performance and comparison statistics, similar to the report cards
published for OATS presently. These reports should include data to enable CAT Reporters to
assess their performance in comparison to the rest of their industry peers and to help them assess
the risk related to their reporting of transmitted data.

CAT Reporters will report data to the Central Repository either in a uniform electronic
format, or in a manner that would allow the Central Repository to convert the data to a uniform
electronic format, for consolidation and storage. The Technical Specifications will describe the
required format for data reported to the Central Repository. Results of a study conducted of
broker-dealers showed average implementation and maintenance costs for use of a new file
format to be lower than those for use of an existing file format (e.g., FIX)>!, although an FIF
“Response to Proposed RFP Concepts Document” dated January 18, 2013 did indicate a
preference among its members for use of the FIX protocol.

As noted above, the specific formats of data submission and loading will depend upon the
Bidder chosen as the Plan Processor. Regardless of the ultimate Plan Processor, however, data
submitted to the CAT will be loaded into the Central Repository in accordance with procedures
that are subject to approval by the Operating Committee.>> The Central Repository will retain
data, including the Raw Data, linked data, and corrected data, for at least six years. Data
submitted to the Central Repository, including rejections and corrections, must be stored in
repositories designed to hold information based on the classification of the Data Submitter (e.g.,
whether the Data Submitter is a Participant, a broker-dealer, or a third party Data Submitter).
After ingestion by the Central Repository, the Raw Data must be transformed into a format
appropriate for data querying and regulatory output.

SEC Rule 613 reflects the fact that the Participants can choose from alternative methods
to link order information to create an order lifecycle from origination or receipt to cancellation or
execution.> After review of the Bids and discussions with Industry Members, the CAT NMS
Plan reflects the fact that the Participants have determined that the “daisy chain” approach to

50 The industry supports receiving information on reporting errors as soon as possible to enable CAT Reporters to
address errors in a timely manner. See FIF Response at 36.

51 See Appendix C, Analysis of Expected Benefits and Estimated Costs for Creating, Implementing, and Maintaining
the Consolidated Audit Trail (SEC Rule 613(a)(1)(vii)), for additional details on cost studies.

52 See Section 6.1(c) of the CAT NMS Plan.

53 See SEC Rule 613()(1).
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CAT-Order-ID that requires linking of order events rather than the repeated transmission of an
order ID throughout an order’s lifecycle is appropriate. This approach is widely supported by the
industry, and using the daisy chain approach should minimize impact on existing OATS
reporters, since OATS already uses this type of linking.>* The RFP asked Bidders to propose
any additional alternatives to order lifecycle creation; however, all of the Bidders indicated that
they would use the daisy chain approach to link order events.>

In the daisy chain approach, a series of unique order identifiers assigned by CAT
Reporters to individual order events are linked together by the CAT and assigned a single CAT-
generated CAT-Order-ID that is associated with each individual order event and used to create
the complete lifecycle of an order. Under this approach, each CAT Reporter generates its own
unique order ID but can pass a different identifier as the order is routed to another CAT Reporter,
and the CAT will link related order events from all CAT Reporters involved in the life of the
order.>¢

The Participants believe that the daisy chain approach can handle anticipated order
handling scenarios, including aggregation and disaggregation, and generally apply to both
equities and options. The Participants created a subcommittee of DAG members and
Participants to walk through multiple complex order-handling scenarios to ensure that the daisy
chain approach can handle even the most complex of order handling methods.>’

Additionally, the daisy chain approach can handle representative order reporting
scenarios®® and order handling scenarios sometimes referred to as “complex orders” that are
specific to options and may include an equity component and multiple option components (e.g.,
buy-write, straddle, strangle, ratio spread, butterfly and qualified contingent transactions).
Typically, these orders are referenced by exchange systems on a net credit/debit basis, which can
cover between two and twelve different components. Such “complex orders” must also be
handled and referenced within the CAT. The Bidder must develop, in close consultation with
Industry Members, a linking mechanism that will allow the CAT to link the option leg(s) to the
related equity leg or the individual options components to each other in a multi-leg strategy
scenario.

Once a lifecycle is assembled by the CAT, individual lifecycle events must be stored so
that each unique event (e.g., origination, route, execution, modification) can be quickly and
easily associated with the originating customer(s) for both targeted queries and comprehensive
data scans. For example, an execution on an exchange must be linked to the originating

4 See SIFMA Recommendations at 13, 39-42; FIF Response at 19.

35 See RFP Questions 11 and 12.

56 A detailed example of the application of the daisy chain approach to an order routed to an exchange on an agency
basis can be found in the Proposed RFP Concepts Document at 26.

7 This subcommittee included 21 Industry Members and 16 Participants. It met 11 times over the course of 13
months to discuss order handling and CAT reporting requirements. Examples of order handling scenarios that must
be addressed include, in addition to the agency scenario referenced above: orders handled on a riskless principal
basis, orders routed out of a national securities exchange through a broker-dealer router to another national securities
exchange, orders executed on an average price basis and orders aggregated for further routing and execution.
Detailed examples of these types of scenarios can be found in the Proposed RFP Concepts Document at 27-30.

8 These scenarios, and how the daisy chain approach could be applied, can be found in the Representative Order
Proposal (Feb. 2013), available at

http://catnmsplan.com/web/idcplg?IdcService=SS GET PAGE&ssDocName=P197815.
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customer(s) regardless of how the order may have been aggregated, disaggregated, and routed
through multiple broker-dealers before being sent to the exchange for execution.

The Plan Processor must transform and load the data in a way that provides the
Participants with the ability to build and generate targeted queries against data in the Central
Repository across product classes submitted to the Central Repository. The Participants’
regulatory staff and the SEC must be able to create, adjust, and save ad-hoc queries to provide
data to the regulators that can then be used for their market surveillance purposes. All data fields
may be included in the result set from targeted queries. Because of the size of the Central
Repository and its use by multiple parties simultaneously, online queries will require a minimum
set of criteria, including data or time range as well as one or more of the parameters specified in
Appendix D, Functionality of the CAT System.>’

Because of the potential size of the possible result sets, the Plan Processor must have
functionality to create an intermediate result count of records before running the full query so
that the query can be refined if warranted. The Plan Processor must include a notification
process that informs users when reports are available, and there should be multiple methods by
which query results can be obtained (e.g., web download, batch feed). Regulatory staff also must
have the ability to create interim tables for access / further investigation. In addition, the Plan
Processor must provide a way to limit the number of rows from a result set on screen with full
results being created as a file to be delivered via a file transfer protocol.

The Plan Processor will be reasonably required to work with the regulatory staff at the
Participants and other regulators® to design report generation screens that will allow them to
request on-demand pre-determined report queries. These would be standard queries that would
enable regulators quick access to frequently-used information and could include standard queries
that will be used to advance the retirement of existing reports, such as Large Trader reporting.

The Central Repository must, at a minimum, be able to support approximately 3,000
active users, including Participants’ regulatory staff and the SEC, authorized to access data
representing market activity (excluding the PII associated with customers and accounts). ¢!

2. Time and Method by which CAT Data will be Available to Regulators (SEC
Rule 613(a)(1)(ii))

SEC Rule 613(a)(1)(ii) requires the Participants to discuss the “time and method by
which the data in the Central Repository will be made available to regulators to perform
surveillance or analyses, or for other purposes as part of their regulatory and oversight
responsibilities.”®? As the Commission noted, “[t]he time and method by which data will be
available to regulators are fundamental to the utility of the Central Repository because the

3 Although the Plan Processor must account for multiple simultaneous queries, the Central Repository must also
support the ability to schedule when jobs are run.

% Tnitially, only the SEC and Participants will have access to data stored in the Central Repository.

! The RFP required support for a minimum of 3,000 users. The actual number of users may be higher based upon
regulator and Participant usage of the system.

2 SEC Rule 613(a)(1)(ii).
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purpose of the repository is to assist regulators in fulfilling their responsibilities to oversee the
securities markets and market participants.”%

(@) Time Data will be Made Available to Regulators

At any point after data is received by the Central Repository and passes basic format
validations, it will be available to the Participants and the SEC. The Plan Processor must ensure
that regulators have access to corrected and linked order and Customer data by 8:00 a.m. Eastern
Time on T+5.

As noted above, SEC Rule 613(e)(6) requires the prompt correction of data reported to
the Central Repository, and the Participants believe that the timeframes established in Appendix
D, Data Availability, meet this requirement. Additionally, each of the Bidders indicated that it
would be able to process the reported data within these timeframes. However, the FIF, an
industry trade group, expressed concern that the error repair window will constitute a significant
burden to CAT Reporters and questioned whether the error repair window “can be reasonably
met.”% FIF supports maintaining the current OATS Error Handling timelines, which allow for
error correction within five OATS-business days from the date of original submission.®> SIFMA
also recommends a five-day window for error correction.®® Nevertheless, the Participants
believe that it is imperative to the utility of the Central Repository that corrected data be
available to regulators as soon as possible, and therefore the Participants do not support adopting
the five-day repair window permitted under OATS, but instead are providing a three-day repair
window for the Central Repository.®’

(b) Method by which Data will be Available to Regulators

As required by SEC Rule 613(a)(1)(ii), this section describes the ability of regulators to
use data stored in the Central Repository for investigations, examinations and surveillance,
including the ability to search and extract such data.®® The utility of the Central Repository is
dependent on regulators being able to have access to data for use in market reconstruction,
market analysis, surveillance and investigations.®® The Participants anticipate that the Plan
Processor will adopt policies and procedures with respect to the handling of surveillance
(including coordinated, SEC Rule 17d-2 or RSA surveillance) queries and requests for data. In
the RFP, the Participants asked that the Bidders describe:

e the tools and reports that would allow for the extraction of data search criteria;”°

63 Adopting Release at 45790.

6 FIF Response at 35.

65 FIF Response at 35.

% SIFMA Recommendations at 62.

7 One example of why the Participants believe a five day repair window is too long is that regulators may need
access to the data as quickly as possible in order to conduct market reconstruction.

% SEC Rule 613(a)(1)(ii).

% Adopting Release at 45790.

70 RFP Question 81.
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¢ how the system will accommodate simultaneous users from Participants and the SEC
submitting queries;’!

e the expected response time for query results, the manner in which simultaneous
queries will be managed and the maximum number of concurrent queries and users
that can be supported by the system;”

e the format in which the results of targeted queries will be provided to users;”

e the methods of data delivery that would be made available to Participant regulatory
staff and the Commission;’*

e any limitations on the size of data that can be delivered at one time, such as number
of days or number of terabytes;’” and

e how simultaneous bulk data requests will be managed to ensure fair and equitable
76
access.

All Bidders provide means for off-line analysis’’ and dynamic search and extraction.
The Bids described a variety of tools that could be used for providing access and reports to the
Participants and the SEC, including: Oracle Business Intelligence Experience Edition, SAS
Enterprises Business Intelligence, and IBM Cognos. The Bids proposed data access via direct
access portals and via web-based applications. In addition, the Bids proposed various options for
addressing concurrent users and ensuring fair access to the data, including: processing queries on
a first in, first out (FIFO) basis; monitoring to determine if any particular user is using more
systems resources than others and prioritizing other users’ queries; or evaluating each users’
demands on the systems over a predetermined timeframe and, if there is an imbalance, working
with users to provide more resources needed to operate the system more efficiently.

The Bids included a multitude of options for formatting the data provided to regulators in
response to their queries, including but not limited to FIX, Excel, Binary, SAS data sets, PDF,
XML, XBRL, CSV, and .TXT. Some Bidders would provide Participants and the SEC with a
“sandbox” in which the user could store data and upload its own analytical tools and software to
analyze the data within the Central Repository, in lieu of performing off-line analyses.

The Participants anticipate that they will be able to utilize Central Repository data to
enhance their existing regulatory schemes. The Participants do not endorse any particular
technology or approach, but rather set forth standards which the Plan Processor must meet. By
doing so, the Participants are seeking to maximize the utility of the data from the Central
Repository without burdening the Plan Processor to comply with specific format or application

71 RFP Question 82.

2 RFP Question 83.

73 RFP Question 84.

74 RFP Question 85.

75 RFP Question 86.

76 RFP Question 87.

77 The SEC defined “off-line” analysis as “any analysis performed by a regulator based on data that is extracted from
the [CAT] database, but that uses the regulator’s own analytical tools, software, and hardware.” Adopting Release
at 45798 n.853.
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requirements which will need to be updated over time. In addition, the Participants wanted to
ensure that the Bidders have the ability to put forth the ideas they believe are the most effective.

(©) Report Building - Analysis Related to Usage of Data by Regulators

It is anticipated that the Central Repository will provide regulators with the ability to, for
example, more efficiently conduct investigations, examinations, conduct market analyses, and to
inform policy-making decisions. The Participants’ regulatory staff and the SEC will frequently
need to be able to perform queries on large amounts of data. The Plan Processor must provide
the Participants and other regulators the access to build and generate targeted queries against data
in the Central Repository. The Plan Processor must provide the regulatory staff at the
Participants and regulators with the ability to create, adjust, and save any ad-hoc queries they run
for their surveillance purposes via online or direct access to the Central Repository.”® Queries
will require a minimum set of criteria that are detailed in Appendix D.” The Plan Processor will
have controls to manage load, cancel queries, if needed, and create a request process for complex
queries to be run.®® The Plan Processor must have a notification process to inform users when
reports are available, provide such reports in multiple formats, and have the ability to schedule
when queries are run.?!

In addition, the Plan Processor will be required to reasonably work with the regulatory
staff at the Participants and other regulators to design report generation screens that will allow
them to request on-demand pre-determined report queries.®> These would be standard queries
that would enable regulators quick access to frequently-used information. This could include
standard queries that will be used to advance the retirement of existing reports, such as Large
Trader.®?

The Plan Processor should meet the following response times for different query types.
For targeted search criteria, the minimum acceptable response times would be measured in time
increments of less than one minute. For the complex queries that either scan large volumes of
data (e.g., multiple trade dates) or return large result sets (>1M records), the response time
should generally be available within 24 hours of the submission of the request.

The Central Repository will support a permission mechanism to assign data access rights
to all users so that CAT Reporters will only have access to their own reported data, the
regulatory staff at the Participants and other regulators will have access to data; except for PIL.%
Regulators that are authorized to access PII will be required to complete additional
authentications. The Central Repository will be able to provide access to the data at the working
locations of both the Participants’ and SEC’s regulatory staff as well as other non-office
locations. The Central Repository must be built with operational controls to control access to

8 1d.

1d.

80 4.

81 d.

82 1d.

8 1d.

8 As documented in Appendix D, each CAT Reporter will be issued a public key pair (“PKI”) that it can use to
submit data, and access confirmation that their data has been received.
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make requests and to track data requests to support an event-based and time-based scheduler for
queries that allows Participants to rely on the data generated.

In addition to targeted analysis of data from the Central Repository, regulators will also
need access to bulk data for analysis. The Participants and other regulators will need the ability
to do bulk extraction and download of data, based on a specified date or time range, market,
security, and Customer-ID. The size of the resulting data set may require the ability to feed data
from the Central Repository into analytical “alert” programs designed to detect potentially illegal
activity.®® “For example, the Commission is likely to use data from the Central Repository to
calculate detailed statistics on order flow, order sizes, market depth and rates of cancellation, to
monitor trends and inform Participant and SEC rulemaking.”3¢

The Plan Processor must provide for bulk extraction and download of data in industry
standard formats. In addition, the Plan Processor is required to generate data sets based on
market event data to the Participants and other regulators. The Central Repository must provide
the ability to define the logic, frequency, format, and distribution method of the data. It must be
built with operational controls to track data requests to oversee the bulk usage environment and
support an event-based and time-based scheduler for queries that allows Participants to rely on
the data generated. Extracted data should be encrypted, and PII data should be masked unless
users have permission to view the data that has been requested.

The Plan Processor must have the capability and capacity to provide bulk data necessary
for the Participants and the other regulators to run and operate their surveillance processing.
Such data requests can be very large; therefore, the Plan Processor must have the ability to split
large requests into smaller data sets for data processing and handling. All reports should be
generated by a configurable workload manager that is cost based, while also ensuring that no
single user is using a disproportionate amount of resources for query generation.

(d)  System Service Level Agreements (SLAS)

As further described in Appendix D, Functionality of CAT Systems, the Participants and
the Plan Processor will enter into appropriate SLAs in order to establish system and operational
performance requirements for the Plan Processor and help ensure timely Regulator access to
Central Repository data. Among the items to be included in the SLA(s) will be specific
requirements regarding query performance, linkage and order event processing performance of
the Central Repository (e.g., linkage and data availability timelines, linkage errors not related to
invalid data, and data retention) as well as system availability requirements (e.g., system uptime
and DR/BCP performance). The Operating Committee will periodically review the SLAs
according to the terms to be established in negotiation with the Plan Processor.

3. The Reliability and Accuracy of the Data (SEC Rule 613(a)(1)(iii))

As required by SEC Rule 613(a)(1)(iii), this section discusses the reliability and accuracy
of the data reported to and maintained by the Central Repository throughout its lifecycle,
including: transmission and receipt from CAT Reporters; data extraction, transformation and

85 Adopting Release at 45799. See also RFP § 2.8.2.
8 Adopting Release at 45799.
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loading at the Central Repository; data maintenance at the Central Repository; and data access by
the Participants and other regulators. In the Adopting Release, the Commission noted that the
usefulness of the data to regulators would be significantly impaired if it is unreliable or
inaccurate and as such, the Commission requested that the Participants discuss in detail how the
Central Repository will be designed, tested and monitored to ensure the reliability and accuracy
of the data collected and maintained in it.%’

(@) Transmission, Receipt, and Transformation

The initial step in ensuring the reliability and accuracy of data in the Central Repository
is the validation checks made by the Plan Processor when data is received and before it is
accepted into the Central Repository. In the RFP, the Participants stated that validations must
include checks to ensure that data is submitted in the required formats and that lifecycle events
can be accurately linked by 12:00 p.m. Eastern Time on T+1, four hours following the
submission deadline for CAT Reporters.®® Once errors are identified, they must be efficiently
and effectively communicated to CAT Reporters on a daily basis. CAT Reporters will be
required to correct and resubmit identified errors within established timeframes (as discussed in
Appendix D, Data Availability).

The Plan Processor must develop specific data validations in conjunction with
development of the Central Repository which must be published in the Technical Specifications.
The objective of the data validation process is to ensure that data is accurate, timely and
complete at or near the time of submission, rather than to identify submission errors at a later
time after data has been processed and made available to regulators. To achieve this objective, a
comprehensive set of data validations must be developed that addresses both data quality and
completeness. For any data that fails to pass these validations, the Plan Processor will be
required to handle data correction and resubmission within established timeframes both in a
batch process format and via manual web-based entry.

To assess different validation mechanisms and integrity checks, the RFP required Bidders
to provide information on the following:

e how data format and context validations for order and quote events submitted by
CAT Reporters will be performed and how rejections or errors will be communicated
to CAT Reporters;®

e asystem flow diagram reflecting the overall data format, syntax and context
validation process that includes when each types of validation will be completed and
errors communicated to CAT Reporters, highlighting any dependencies between the
different validations and impacts of such dependencies on providing errors back to
CAT Reporters;”’

87 Adopting Release at 45790-91, 45799.
8 RFP Section 2.2.4.

8 RFP Question 14.

% RFP Question 15.
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e how related order lifecycle events submitted by separate CAT Reporters will be
linked and how unlinked events will be identified and communicated to CAT
Reporters for correction and resubmission, including a description of how unlinked
records will be provided to CAT Reporters for correction (e.g., specific transmission
methods and/or web-based downloads); "

e how Customer and Customer Account Information submitted by broker-dealers will
be validated and how rejections or errors will be communicated to CAT Reporters;*?
and

e the mechanisms that will be provided to CAT Reporters for the correction of both
market data (e.g., order, quotes, and trades) errors, and Customer and account data
errors, including batch resubmissions and manual web-based submissions.”

Most Bidders indicated that Customer Account Information including SSN, TIN or LEI
will be validated in the initial onboarding processing. Additional validation of Customer
Account Information, such as full name, street address, etc., would occur across CAT Reporters
and potential duplications or other errors would be flagged for follow-up by the CAT Reporters.

All Bidders recommended that order data validation be performed via rules engines,
which allow rules to be created and modified over time in order to meet future market data
needs. Additionally, all Bidders indicated that data validations will be real-time and begin in the
data ingestion component of the system. Standard data validation techniques include format
checks, data type checks, consistency checks, limit and logic checks, or data validity checks.
Some Bidders mentioned the ability to schedule the data validation at a time other than
submission, because there may be a need to have rules engines perform validation in a batch
mode or customized schedule during a different time. All Bidders indicated that when errors are
found, the Raw Data will be stored in an error database and notifications would be sent to the
CAT Reporters. Most Bidders permitted error correction to be submitted by CAT Reporters at
any time.

Section 6.3(b) of the CAT NMS Plan sets forth the policies and procedures for ensuring
the timeliness, accuracy and completeness of the data provided to the Central Repository as
required by SEC Rule 613(e)(4)(ii) and the accuracy of the data consolidated by the Plan
Processor pursuant to SEC Rule 613(e)(4)(iii).”* It also mandates that each Participant and its
Industry Members that are CAT Reporters must ensure that its data reported to the Central
Repository is accurate, timely, and complete. Each Participant and its Industry Members that are
CAT Reporters must correct and resubmit such errors within established timeframes. In
furtherance thereof, data related to a particular order will be reported accurately and sequenced
from receipt or origination, to routing, modification, cancellation and/or execution. Additionally
each Participant and its Industry Members that are CAT Reporters must test their reporting

°I RFP Question 16.
92 RFP Question 17.
%3 RFP Question 18.
% SEC Rule 613(e)(4)(ii) and (iii).
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systems thoroughly before beginning to report data to the Central Repository and Appendix D
sets forth that the Plan Processor must make testing facilities available for such testing.

Pursuant to SEC Rule 613(e)(4)(iii), the Plan Processor will design, implement and
maintain (1) data accuracy and reliability controls for data reported to the Central Repository and
(2) procedures for testing data accuracy and reliability during any system release or upgrade
affecting the Central Repository and the CAT Reporters.”® The Operating Committee will, as
needed, but at least annually, review policies and procedures to ensure the timeliness, accuracy,
and completeness of data reported to the Central Repository.

In order to validate data receipt, the Plan Processor will be required to send an
acknowledgement to each CAT Reporter notifying them of receipt of data submitted to the
Central Repository to enable CAT Reporters to create an audit trail of their own submissions and
allow for tracking of data breakdowns when data is not received. The data received by the Plan
Processor must be validated at both the file and individual record level if appropriate. The
required data validations may be amended based on input from the Operating Committee and the
Advisory Committee. Records that do not pass basic validations, such as syntax rejections, will
be rejected and sent back to the CAT Reporter as soon as possible, so it can repair and resubmit
the data.

(b) Error Communication, Correction, and Processing

The Plan Processor will define and design a process to efficiently and effectively
communicate to CAT Reporters identified errors. All identified errors will be reported back to
the CAT Reporter and other Data Submitters who submitted the data to the Central Repository
on behalf of the CAT Reporter, if necessary. The Central Repository must be able to receive
error corrections and process them at any time, including timeframes after the standard repair
window. The industry supports a continuous validation process for the Central Repository,
continuous feedback to CAT Reporters on error identification and the ability to provide error
correction at any time even if beyond the error correction timeframe.’® The industry believes that
this will better align with the reporting of complex transactions and allocations and is more
efficient for CAT Reporters.”” CAT Reporters will be able to submit error corrections through a
web-interface or via bulk uploads or file submissions. The Plan Processor must support bulk
replacement of records, subject to approval by the Operating Committee, and reprocess such
replaced records. A GUI must be available for CAT Reporters to make updates to individual
records or attributes. Additionally, the Plan Processor will provide a mechanism to provide auto-
correction of identified errors and be able to support group repairs (i.e., the wrong issue symbol
affecting multiple reports).

%5 SEC Rule 613(e)(4)(iii).

% FIF Consolidated Audit Trail Working Group Processor Proposed Optimal Solution Recommendations at 6 (Sep.
15, 2014), available at http://www.sec.gov/comments/4-668/4668-16.pdf (the “FIF Optimal Solution
Recommendations”™).

97 FIF Response at 36.
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SEC Rule 613(e)(6) also requires the Participants to specify a maximum Error Rate for
data reported to the Central Repository pursuant to SEC Rule 613(c)(3) and (4).”® The
Participants understand that the Central Repository will require new reporting elements and
methods for CAT Reporters and there will be a learning curve when CAT Reporters begin to
submit data to the Central Repository.”® However, the utility of the CAT is dependent on it
providing a timely, accurate and complete audit trail for the Participants and other regulators. '
Therefore, the Participants are proposing an initial maximum Error Rate of 5%, subject to quality
assurance testing performed prior to launch, and it is anticipated that it will be reset when
Industry Members, excluding Small Industry Members, begin to report to the Central Repository
and again when Small Industry Members begin to report to the Central Repository. The
Participants believe that this rate strikes the balance of making allowances for adapting to a new
reporting regime, while ensuring that the data provided to regulators will be capable of being
used to conduct surveillance and market reconstruction. Periodically, the Plan Processor will
analyze reporting statistics and Error Rates and make recommendations to the Operating
Committee for proposed changes to the maximum Error Rate. Changes to the maximum Error
Rate will be approved by the Operating Committee. The maximum Error Rate will be reviewed
and reset at least on an annual basis.

In order to help reduce the maximum Error Rate, the Plan Processor will measure the
Error Rate on each business day and must take the following steps in connection with error
reporting: (1) the Plan Processor will provide CAT Reporters with their error reports as they
become available and daily statistics will be provided after data has been uploaded and validated
by the Central Repository; (2) error reports provided to CAT Reporters will include descriptive
details as to why each data record was rejected by the Central Repository; and (3) on a monthly
basis, the Plan Processor will produce and publish reports detailing performance and comparison
statistics, similar to the Report Cards published for OATS presently, which will enable CAT
Reporters to identify how they compare to the rest of their industry peers and help them assess
the risk related to their reporting of transmitted data.

All CAT Reporters exceeding the Error Rate will be notified each time that they have
exceeded the maximum allowable Error Rate and will be informed of the specific reporting
requirements that they did not fully meet (e.g., timeliness or rejections). Upon request from the
Participants or other regulators, the Plan Processor will produce and provide reports containing
Error Rates and other metrics as needed on each CAT Reporter’s Compliance Thresholds so that

% SEC Rule 613(e)(6)(i) defines “Error Rate” to mean “[t]he percentage of reportable events collected by the central
repository for which the data reported does not fully and accurately reflect the order event that occurred in the
market.” All CAT Reporters, including the Participants, will be included in the Error Rate. CAT Reporters will be
required to meet separate compliance thresholds, which will be a CAT Reporter-specific rate that may be used as the
basis for further review or investigation into CAT Reporter performance (the “Compliance Thresholds”).
Compliance Thresholds will compare a CAT Reporter’s error rate to the aggregate Error Rate over a period of time
to be defined by the Operating Committee. See infra note 109 and accompanying text (discussing Compliance
Thresholds). A CAT Reporter’s performance with respect to the Compliance Threshold will not signify, as a matter
of law, that such CAT Reporter has violated SEC Rule 613 or the rules of any Participant concerning the CAT.

9 As indicated by FINRA in its comment to the Adopting Release, OATS compliance rates have steadily improved
as reporters have become more familiar with the system. When OATS was first adopted compliance rates were
76%, but current compliance rates are 99%. See Letter from Marcia E. Asquith, Senior Vice President and
Corporate Secretary, FINRA, to Elizabeth M. Murphy, Secretary, Commission (Aug. 9, 2010).

100 Adopting Release at 45790-91.
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the Participants as Participants or the SEC may take appropriate action for failing to comply with
the reporting obligations under the CAT NMS Plan and SEC Rule 613.

SEC Rule 613(e)(6) requires the prompt correction of data to the Central Repository. As
discussed in the NMS Plan, there are a minimum of three validation processes that will be
performed on data submitted to the Central Repository. The Plan Processor will be required to
identify specific validations and metrics to define the Data Quality Governance requirements, as
defined in Appendix D, Receipt of Data from Reporters.

The Plan Processor will identify errors on CAT file submissions that do not pass the
defined validation checks above and conform to the Data Quality Governance requirements.
Error Rates will be calculated during the CAT Data and linkage validation processes. As a
result, the Participants propose an initial maximum overall Error Rate of 5%!°! on initially
submitted data, subject to quality assurance testing period performed prior to launch.!'%? It is
anticipated that this Error Rate will be evaluated when Industry Members, excluding Small
Industry Members, begin to report to the Central Repository and then again when Small Industry
Members begin to report to the Central Repository.

In determining the initial maximum Error Rate of 5%, the Participants have considered
the current and historical OATS Error Rates, the magnitude of new reporting requirements on the
CAT Reporters and the fact that many CAT Reporters may have never been obligated to report
data to an audit trail.

The Participants considered industry experience with FINRA’s OATS system over the
last 10 years. During that timeframe there have been three major industry impacting releases.
These three releases are known as (1) OATS Phase III, which required manual orders to be
reported to OATS;'® (2) OATS for OTC Securities which required OTC equity securities to be
reported to OATS;!% and (3) OATS for NMS which required all NMS stocks to be reported to
OATS.!% Each of these releases was accompanied by significant updates to the required formats
which required OATS reporters to update and test their reporting systems and infrastructure.

The combined average error rates for the time periods immediately following release
across five significant categories for these three releases follow. The average rejection
percentage rate, representing order events that did not pass systemic validations, was 2.42%.
The average late percentage rate, representing order events not submitted in a timely manner,
was 0.36%. The average order / trade matching error rate, representing OATS Execution
Reports unsuccessfully matched to a TRF trade report was 0.86%. The average Exchange/Route

101 As required by SEC Rule 613(e)(6)(ii), the Error Rate will be calculated on a daily basis as the number of
erroneous records divided by the total number of records received on any given day and will be inclusive of
validation of CAT Data and linkage validations. Error Rates are calculated for reporting groups as a whole, not for
individual firms. Individual firms within a reporting group may have higher or lower Error Rates, though they would
still be subject to any penalties or fines for excessive Error Rates to be defined by the Operating Committee.
Additionally, this Error Rate will be considered for the purpose of reporting metrics to the SEC and the Operating
Committee and individual firms will need to maintain Compliance Thresholds as described below.

102 The Participants expect that error rates after reprocessing of error corrections will be de minimis.

103 See FINRA, OATS Phase I11, http://www.finra.org/Industry/Compliance/MarketTransparency/OATS/Phaselll/.
104 See FINRA, OATS Reporting Requirements to OTC Equity Securities,
http://www.finra.org/Industry/Compliance/MarketTransparency/OATS/OTCEquitySecurities/.

105°See FINRA, OATS Expansion to all NMS Stocks,
https://www.finra.org/Industry/Compliance/MarketTransparency/OATS/NMS/.
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matching error rate, representing OATS Route Reports unsuccessfully matched to an exchange
order was 3.12%. Finally, the average Interfirm Route matching error rate, representing OATS
Route Reports unsuccessfully matched to a report representing the receipt of the route by another
reporting entity was 2.44%. Although the error rates for the 1999 initial OATS implementation
were significantly higher than those laid out above, the Participants believe that technical
innovation and institutional knowledge of audit trail creation over the past 15 years makes the
more recent statistics a better standard for the initial Error Rate.!*® Based upon these historical
error rates, and given that reporting to the Central Repository will involve reporting on new
products (i.e., options) and reporting by new reporters (including both broker-dealers and
Participants who have not previously been required to report to OATS), the Participants believe
that the initial Error Rate will be higher than the recent rates associated with OATS releases and
that an initial Error Rate of 5% is an appropriate standard.

The Participants believe that to achieve this Error Rate, however, the Participants and the
industry must be provided with ample resources, including a stand-alone test environment
functionally equivalent to the production environment, and time to test their reporting systems
and infrastructure. Additionally, the Technical Specifications must be well written and
effectively communicated to the reporting community with sufficient time to allow proper
technical updates, as necessary. The Participants believe that the Error Rate strikes the balance
of adapting to a new reporting regime, while ensuring that the data provided to regulators will be
capable of being used to conduct surveillance and market reconstruction, as well as having a
sufficient level of accuracy to facilitate the retirement of existing regulatory reports and systems
where possible.

The Participants are proposing a phased approach to lowering the maximum Error Rate.
Under the proposed approach, one year after a CAT Reporter’s respective filing obligation has
begun, their maximum Error Rate would become 1%.'"” Maximum Error Rates under the
proposed approach would thus be as follows:

One Year'®® Two Years Three Years Four Years
Participants 5% 1% 1% 1%
Large broker-dealers N/A 5% 1% 1%
Small broker-dealers N/A N/A 5% 1%

In addition to the above mentioned daily Error Rate, CAT Reporters will be required to
meet separate Compliance Thresholds,!” which rather than the Error Rate, will be a CAT
Reporter-specific rate that may be used as the basis for further review or investigation into CAT
Reporter performance. Although Compliance Thresholds will not be calculated on a daily basis,
this does not: (1) relieve CAT Reporters from their obligation to meet daily reporting
requirements set forth in SEC Rule 613; or (2) prohibit disciplinary action against a CAT

106 The initial rejection rates for OATS were 23% and a late reporting rate of 2.79%.

197 Error rate reporting will be bifurcated by reporter group (e.g., Large Broker/Dealers) rather than product type to
minimize the complexity of Error Rate calculations

108 As used in this table, “years” refer to years after effectiveness of the NMS Plan.

199 Compliance Thresholds will be set by the Operating Committee. Compliance Thresholds for CAT Reporters will
be calculated at intervals to be set by the Operating Committee. All CAT Reporters, including the Participants, will
be subject to Compliance Thresholds. Compliance Thresholds will include, among other items, compliance with
clock synchronization requirements.

Public Appendix 125



Reporter for failure to meet its daily reporting requirements set forth in SEC Rule 613. The
Operating Committee may consider other exceptions to this reporting obligation based on
demonstrated legal or regulatory requirements or other mitigating circumstances.

In order to reduce the maximum Error Rate and help CAT Reporters to meet their
Compliance Thresholds, the Plan Processor must provide support for CAT Reporter “go-live’
dates, as specified in Appendix D, User Support.

b

(©) Sequencing Orders and Clock Synchronization

SEC Rule 613(c)(1) requires the Central Repository to provide “an accurate, time-
sequenced record of orders,” and SEC Rule 613(d)(1) requires the CAT NMS Plan to require
each CAT Reporter “to synchronize its business clocks that are used for the purposes of
recording the date and time of any reportable event . . . to the time maintained by the National
Institute of Standards and Technology (NIST), consistent with industry standards.” As an initial
matter, because of the drift between clocks, an accurately-sequenced record of orders cannot be
based solely on the time stamps provided by CAT Reporters. As discussed above, the CAT
NMS Plan requires that CAT Reporters synchronize their clocks to within 50 milliseconds of the
NIST. Because of this permitted drift, any two separate clocks can vary by 100 milliseconds:
one clock can drift forward 50 milliseconds while another can drift back 50 milliseconds. Thus,
it is possible to have, for example, one firm report the route of an order at 10:40:00.005 while the
firm receiving the routed order reports a receipt time of 10:39:59.983 (i.e., the time stamps alone
indicate that the routed order was received before it was sent). For this reason, the Participants
plan to require that the Plan Processor develop a way to accurately track the sequence of order
events without relying entirely on time stamps.'!°

There were several different approaches suggested by the Bidders to accomplish the
accurate sequencing of order events. Some Bidders suggested using time stamp-based
sequencing; however, most Bidders recognized that, while all CAT Reporters should have their
time stamp clocks synchronized, in practice this synchronization cannot be wholly relied upon
due to variations in computer systems. These Bidders rely on linkage logic to derive the event
sequencing chain, such as parent/child orders. To help resolve time stamp issues, one Bidder
proposed adding unique sequence ID numbers as well to the event information to help with time
clock issues and a few others would analyze the variations on clock time and notify those CAT
Reporters that need to resynchronize their clocks.

The Participants believe that using a linking logic not dependent on time stamps would
enable proper sequencing of an order. This decision is supported by the industry since time
stamps across disparate systems cannot be guaranteed and are likely to be error-prone.!!! The
Participants believe that this type of sequencing can be successfully used for both simple and
complex orders that will be reported to the Central Repository. The industry supports using

110 Events occurring within a single system that uses the same clock to time stamp those events should be able to be
accurately sequenced based on the time stamp. For unrelated events, e.g., multiple unrelated orders from different
broker-dealers, there would be no way to definitively sequence order events within the allowable clock drift as
defined in Article 6.8.

1 See Letter from Manisha Kimmel, Executive Director, Financial Information Forum, to Participant
Representatives of the CAT (June 12, 2013), available at http://catnmsplan.com/industryFeedback/P284394 (“FIF
Letter”).
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event sequencing that is already built into the exchange protocols, which imposes sequencing
and determines the true market environment. '!2

As required by Section 6.8(a) of the CAT NMS Plan, each Participant will synchronize
its Business Clocks (other than Business Clocks used solely for Manual Order Events, which will
be required to be synchronized to within one second of the time maintained by the NIST) used
for the purposes of recording the date and time of any Reportable Event that must be reported
under SEC Rule 613 to within 50 milliseconds of the time maintained by the NIST, and will
adopt a Compliance Rule requiring its Industry Members to do the same. Furthermore, in order
to ensure the accuracy of time stamps for Reportable Events, the Participants anticipate that
Participants and Industry Members will adopt policies and procedures to verify such required
synchronization each Trading Day (1) before the market opens and (2) periodically throughout
the Trading Day.

As noted above, Rule 613(d)(1) requires the CAT NMS Plan to impose a clock
synchronization requirement “consistent with industry standards.” The Participants believe that
the 50 millisecond clock synchronization drift tolerance included in Section 6.8(a) represents the
current industry clock synchronization standard and therefore satisfies the Rule. To determine
the current industry standard, the Participants relied on survey feedback provided by industry
members, as further discussed in Appendix C, D.12.

Importantly, Section 6.8 requires, pursuant to Rule 613(c)(2), that Participants, together
with the Plan Processor’s Chief Compliance Officer, evaluate the clock synchronization standard
on an annual basis to reflect changes in industry standards. Accordingly, to the extent existing
technology that synchronizes business clocks with a lower tolerance (i.e., within less than 50
milliseconds drift from NIST) becomes widespread enough throughout the industry to constitute
a new standard, the clock synchronization requirement of the CAT NMS Plan would be revised
to take account of the new standard.

In accordance with SEC Rule 613(d), Section 6.8(c) of the CAT NMS Plan states that
“[i]n conjunction with Participants and other appropriate Industry Member advisory groups, the
Chief Compliance Officer shall annually evaluate whether industry standards have evolved such
that: (1) the synchronization standard in Section 6.8(a) should be shortened; or (ii) the required
time stamp in Section 6.8(b) should be in finer increments.”

The Participants anticipate that compliance with this provision will require Participants
and Industry Members to perform the following or comparable procedures. The Participants and
their Industry Members will document their clock synchronization procedures and maintain a log
recording the time of each clock synchronization performed, and the result of such
synchronization, specifically identifying any synchronization revealing that the discrepancy
between its Business Clock and the time maintained by the NIST exceeded 50 milliseconds. At
all times such log will include results for a period of not less than five years ending on the then
current date.

In addition to clock synchronization requirements, the Participants considered the
appropriate level of time granularity to be required in the CAT NMS Plan. Although millisecond

12 FIF Letter at 11.
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increments are generally the industry standard for trading systems, there is a wide range of time
stamp granularity across the industry commonly ranging from seconds to milliseconds to micro-
seconds for Latency sensitive applications.!!® The disparity is largely attributed to the age of the
system being utilized for reporting, as older systems cannot cost effectively support, finer time
stamp granularity.!'* To comply with a millisecond time stamp requirement, the Participants
understand that firms may face significant costs in both time and resources to implement a
consistent time stamp across multiple systems.!!> This may include a need to upgrade databases,
internal messaging applications/protocols, data warehouses, and reporting applications to enable
the reporting of such time stamps to the Central Repository.!'® Because of this, FIF
recommended to the Participants a two year grace period for time stamp compliance.!'” FIF and
SIFMA also supported an exception for millisecond reporting for order events that are manually
processed, which is discussed below. '8

To the extent that any CAT Reporter uses time stamps in increments finer than the
minimum required by the CAT NMS Plan, each Participant will, and will adopt a rule requiring
its Industry Members that are CAT Reporters to, use such finer increments when providing data
to the Central Repository.

With respect to the requirement under SEC Rule 613(c) and (d)(3) that time stamps
“reflect current industry standards and be at least to the millisecond,” the Participants believe
that time stamp granularity to the millisecond reflects current industry standards. However, after
careful consideration, including numerous discussions with the DAG, the Participants have
determined that time stamp granularity at the level of a millisecond is not practical for order
events that involve non-electronic communication of information (“Manual Order Events™). In
particular, it is the Participants’ understanding that recording Manual Order Events to the
millisecond would be both very costly, requiring specialized software configurations and
expensive hardware, and inherently imprecise due to the manner in which human interaction is
required. The industry feedback that the Participants received through the DAG suggests that the
established business practice with respect to Manual Order Events is to manually capture time
stamps with granularity at the level of a second because finer increments cannot be accurately
captured when dealing with manual processes which, by their nature, take longer to perform than
a time increment of under one second. The Participants agree that, due to the nature of
transactions originated over the phone, it is not practical to attempt granularity finer than one
second, as any such finer increment would be inherently unreliable. Further, the Participants do
not believe that recording Manual Order Events to the second will hinder the ability of regulators
to determine the sequence in which Reportable Events occur.

As a result of these discussions, the Exemptive Request Letter requested exemptive relief
from the Commission to allow the CAT NMS Plan to require Manual Order Events to be
captured with granularity of up to and including one second or better, but also require CAT
Reporters to report the time stamp of when a Manual Order Event was captured electronically in

113 Letter from T.R. Lazo, Managing Director, SIFMA, and Thomas Price, Managing Director, SIFMA (June 11,
2013), available at http://catnmsplan.com/industryFeedback/P284395 (“SIFMA Letter”); FIF Letter at 10.

14 FIF Letter at 10.

15 FIF Letter at 10; SIFMA Comments on Selected Topics at 11.

16 FIF Letter at 10.

"7 FIF Letter at 10.

8 FIF Letter at 10; SIFMA Letter at 11.
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the relevant order handling and execution system of the party to the event. Granularity of the
Electronic Capture Time will be consistent with the SEC Rule 613(d)(3) requirement that time
stamps be at least to the millisecond.

Thus, the Participants have determined that adding the Electronic Capture Time would be
beneficial for successful reconstruction of the order handling process and would add important
information about how the Manual Order Events are processed once they are entered into an
electronic system. Additionally, Manual Order Events, when reported, must be clearly identified
as such.

(d) Data Maintenance and Management

Data Maintenance and Management of the Central Repository “refers to the process for
storing data at the [Clentral [R]epository, indexing the data for linkages, searches, and retrieval,
dividing the data into logical partitions when necessary to optimize access and retrieval, and the
creation and storage of data backups.”!"”

The Plan Processor must create a formal records retention policy to be approved by the
Operating Committee. All of the data (including both corrected and uncorrected or rejected data)
in the Central Repository must be kept online for a rolling six year period, which would create a
six year historical audit trail. This data must be directly available and searchable by regulators
electronically without any manual intervention. Additionally, the Plan Processor is required to
create and maintain for a minimum of six years a symbol history and mapping table, as well as to
provide a tool that will display a complete issue symbol history that will be accessible to CAT
Reporters, Participants and the SEC.

Assembled lifecycles of order events must be stored in a linked manner so that each
unique event (e.g., origination, route, execution, modification) can be quickly and easily
associated with the originating customer(s) for both targeted queries and comprehensive data
scans. For example, an execution on an exchange must be linked to the originating customer(s)
regardless of how the order may have been aggregated, disaggregated, or routed through multiple
broker-dealers before being sent to the exchange for execution.

Most Bidders recommended dividing data in the Central Repository into nodes based on
symbol, date or a combination thereof in order to speed query response times. The Participants
are not specifying how the data is divided, but will require that it be partitioned in a logical
manner in order to optimize access and retrieval.

All of the Bidders addressed data loss through data replication and redundancy. Some of
the Bidders proposed a hot-hot design for replication for primary and secondary data, so both
sites are fully operational at all times and there would be no recovery time necessary in the case
of fall-over to the secondary site. However, this is a more costly solution, and many Bidders
therefore proposed data loss prevention by operating in a hot-warm design for replication to a
secondary site. The Participants are requiring that the Plan Processor implement a disaster
recover capability that will ensure no loss of data and will support the data availability

119 Adopting Release at 45790 n.782.
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requirements for the Central Repository and a secondary processing site will need to be capable
of recovery and restoration of services at the secondary site within 48 hours of a disaster event.

(e) Data Access by Regulators

As detailed in Appendix C, Time and Method by which CAT Data will be Available to
Regulators, the Participants and other regulators will have access to raw unprocessed data that
has been ingested by the Central Repository prior to Noon Eastern Time on T +1.!20 Between
Noon Eastern Time on T +1 and T+5, the Participants and other regulators should have access to
all iterations of processed data.'?! At T+5, the Participants and other regulators should have
access to corrected data.'?> The Plan Processor must adopt policies and procedures to reasonably
inform Participants and the SEC of material data corrections made after T+5. The Participants
and other regulators will be able to build and generate targeted queries against data in the Central
Repository. More information about the report, query, and extraction capabilities can be found
in Appendix D, Functionality of the CAT System.

() Data Recovery and Business Continuity

As noted above, in addition to describing data security and confidentiality, all of the
Bidders were required to set forth an approach to data loss recovery and business continuity in
the event of data loss. All of the Bidders addressed data loss through data replication and
redundancy. Some of the Bidders proposed a hot-hot design for replication for primary and
secondary data, so both sites are fully operational at all times and there would be no recovery
time necessary in the case of fall-over to the secondary site. However, this is a more costly
solution, and many Bidders therefore proposed data loss prevention by operating in a hot-warm
design for replication to a secondary site.

The Plan Processor must comply with industry best practices for disaster recovery and
business continuity planning, including the standards and requirements set forth in Appendix D,
BCP / DR Process.

With respect to business continuity, the Participants have developed the following
requirements that the Plan Processor must meet. In general, the Plan Processor will implement
efficient and cost-effective backup and disaster recovery capability that will ensure no loss of
data and will support the data availability requirements and anticipated volumes of the Central
Repository. The disaster recovery site must have the same level of availability / capacity /
throughput and data as the primary site. In addition, the Plan Processor will be required to
design a Business Continuity Plan that is inclusive of the technical and business activities of the
Central Repository, including the items specified in Appendix D, BCP / DR Process (e.g., bi-
annual DR testing and an annual Business Continuity Audit).

4. The Security and Confidentiality of the Information Reported to the Central
Repository (SEC Rule 613(a)(1)(iv))

i? See Appendix C, Time and Method by which CAT Data will be Available to Regulators.
Id.

122 Id
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As required by SEC Rule 613(a)(1)(iv), this section describes the security and
confidentiality of the information reported to the Central Repository. As the Commission noted
in the Adopting Release, keeping the data secure and confidential is critical to the efficacy of the
Central Repository and the confidence of market participants. There are two separate categories
for purposes of treating data security and confidentiality: (1) PII; and (2) other data related to
orders and trades reported to the CAT.!?

Because of the importance of data security, the Participants included in the RFP
numerous questions to Bidders requesting detailed information on their data security approaches.
In the RFP, the Participants requested general information regarding the following:

¢ how the Bidder’s solution protects data during transmission, processing, and at rest
(i.e., when stored in the Central Repository); >

e the specific security governance/compliance methodologies utilized in the proposed
solution;'?’

e how access to the data is controlled and how the system(s) confirms the identity of
persons (e.g., username/password), monitors who is permitted to access the data and
logs every instance of user access; !¢

e what system controls for users are in place to grant different levels of access
depending on their role or function;'?’

e the strategy, tools and techniques, and operational and management practices that will
be used to maintain security of the system; '3

e the proposed system controls and operational practices; '

e the organization’s security auditing practices, including internal audit, external audit,
third-party independent penetration testing, and all other forms of audit and testing; '*°

e how security practices may differ across system development lifecycles and
environments that support them (e.g., development, testing, and production); !

123 Some trade data (e.g., trade data feeds disseminated by the SIPs) is public and therefore of little concern from a
security standpoint. However, because this data may be linked to confidential order data or other non-public
information, the Participants are requiring the Plan Processor to store this public data in the same manner as the non-
Public order and trade information submitted to the Central Repository by Data Submitters.

24 RFP Question 65.

125 RFP Question 66.

126 RFP Question 67.

127 RFP Question 68.

128 RFP Question 69.

129 RFP Question 70.

130 RFP Question 71.

131 RFP Question 72.
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e experiences in developing policies and procedures for a robust security environment,
including the protection of PII; '3

e the use of monitoring and incident handling tools to log and manage the incident
handling lifecycle;!'*?

e the approach(es) to secure user access, including security features that will prevent
unauthorized users from accessing the system;'>*

e the processes/procedures followed if security is breached;'¥

e the infrastructure security architecture, including network, firewalls, authentication,
encryption, and protocols; and !¢

e the physical security controls for corporate, data center and leased data center
locations. '3’

All Bidders acknowledged the importance of data security; however, the proposals varied
in the details about security policies, data access management, proactive monitoring and
intrusion prevention, and how data security will be implemented. Some Bidders intend to
leverage their experience in financial services and adopt their policies and technologies to
control data, and many Bidders supported such measures as role-based access controls, two
factor authentication, detailed system logs, and segmentation of sensitive data that is isolated in
both logical and physical layers. Other Bidders indicated that they would use role-based security
policies, data and file encryption, and redundant and layered controls to prevent unauthorized
access. Additionally, Bidders noted that the physical locations at which data is stored need
security measures to ensure data is not compromised. Some Bidders indicated that physical
controls would include background checks for employees working with the system; physical
building security measures (e.g., locks, alarms, key control programs, CCTV monitoring for all
critical areas, and computer controlled access systems with ID badges).

The RFP also requested additional information specific to the treatment and control over
PII. The RFP required Bidders to specifically address:

e how PII will be stored; ' and
e how PII access will be controlled and tracked.'*®

All of the Bidders proposed segregating PII from the other data in the Central Repository.
Additionally, all of the Bidders recommended limiting access to PII to only those regulators who

132 RFP Question 75.
I33RFP Question 76.
34RFP Question 77.
3SRFP Question 78.
3SRFP Question 79.
B37RFP Question 80.
38RFP Question 5.

39RFP Question 6.
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need to have access to such information, and requiring additional validations to access PII.
Although all Bidders proposed to keep a log of access to the Central Repository by user, the
Bidders suggested different methods of authentication and utilized varying security policies,
including the use of VPNs or HTTPS.

The RFP also requested information from Bidders on data loss prevention (“DLP”) and
business continuity to ensure the continued security and availability of the data in the Central
Repository. Specifically, the RFP asked Bidders to describe:

0 and

e their DLP program;'*
¢ the process of data classification and how it relates to the DLP architecture and
strategy. !

Based upon the RFP responses, as well as input from the Participants’ information
security teams and discussions with the DAG, information security requirements were developed
and are defined in Appendix D, Data Security. These requirements are further explained below.

@ General Security Requirements

SEC Rule 613 requires that the Plan Processor ensure the security and confidentiality of
all information reported to and maintained by the Central Repository in accordance with the
policies, procedures, and standards in the CAT NMS Plan.!#* Based on the numerous options
and proposals identified by the Bidders, the Participants have outlined multiple security
requirements the Plan Processor will be required to meet to ensure the security and
confidentiality of data reported to the Central Repository. The Plan Processor will be
responsible for ensuring the security and confidentiality of data during transmission and
processing as well as data at rest.

The Plan Processor must provide a solution addressing physical security controls for
corporate, data center and any leased facilities where any of the above data is transmitted or
stored. In addition to physical security, the Plan Processor must provide for data security for
electronic access by outside parties, including Participants and the SEC and, as permitted, CAT
Reporters or Data Submitters. Specific requirements are detailed in Appendix D, Data Security,
and include requirements such as role-based user access controls, audit trails for data access, and
additional levels of protection for PII.

Pursuant to SEC Rule 613(i)(C), the Plan Processor has to develop and maintain a
comprehensive security program for the Central Repository with dedicated staff: (1) that is
subject to regular reviews by the Chief Compliance Officer; (2) that has a mechanism to confirm
the identity of all persons permitted to access the data; and (3) that maintains a record of all such

140 RFP Question 73. The Bidders were asked to include information pertaining to strategy, tools and techniques,
and operational and management practices that will be used.

141 RFP Question 74.

142 SEC Rule 613(e)(4). This section of Appendix C provides an outline of the policies and procedures to be
implemented. When adopting this requirement, the Commission recognized “the utility of allowing the
[Participants] flexibility to subsequently delineate them in greater detail with the ability to make modifications as
needed.” Adopting Release at 45782. Additional detail is provided in Appendix D, Data Security.
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instances where such persons access the data. In furtherance of this obligation, the CAT NMS
Plan requires the Plan Processor to designate a Chief Compliance Officer and a Chief
Information Security Officer, each subject to approval by the Operating Committee. Each
position must be a full-time position. Section 6.2(a) of the CAT NMS Plan provides that the
Chief Compliance Officer must develop a comprehensive compliance program covering all CAT
Reporters, including the Participants and Industry Members.!* Section 6.2(b) of the CAT NMS
Plan provides that the Chief Information Security Officer shall be responsible for creating and
enforcing appropriate policies, procedures, standards and control structures to monitor and
address data security issues for the Plan Process and the CAT System as detailed in Appendix D,
Data Security.

Section 6.12 of the CAT NMS Plan requires that the Plan Processor develop and maintain
a comprehensive information technology security program for the Central Repository, to be
approved and reviewed at least annually by the Operating Committee. To effectuate these
requirements, Appendix D sets forth certain provisions designed to (1) limit access to data stored
in the Central Repository to only authorized personnel and only for permitted purposes; (2)
ensure data confidentiality and security during all communications between CAT Reporters and
the Plan Processor, data extractions, manipulation and transformation, loading to and from the
Central Repository, and data maintenance by the Central Repository; (3) require the
establishment of secure controls for data retrieval and query reports by Participants’ regulatory
staff and the SEC; and (4) otherwise provide appropriate database security for the Central
Repository. Section 6.2(a) of the CAT NMS Plan provides that the Chief Compliance Officer, in
collaboration with the Chief Information Security Officer, will retain independent third parties
with appropriate data security expertise to review and audit on an annual basis the policies,
procedures, standards, and real time tools that monitor and address data security issues for the
Plan Processor and the Central Repository. '**

The Plan Processor must have appropriate solutions and controls in place to ensure data
confidentiality and security during all communication between CAT Reporters and the CAT
System, data extraction, manipulation and transformation, loading to and from the Central
Repository and data maintenance by the system. The solution must also address secure controls
for data retrieval and query reports by Participant regulatory staff and the SEC. The solution
must provide appropriate tools, logging, auditing and access controls for different components of
the system, such as access to the Central Repository, access for CAT Reporters, access to
rejected data, processing status and CAT Reporter calculated Error Rates.

In addition, pursuant to SEC Rule 613(e)(4)(1)(C)(2), the Plan Processor will develop and
maintain a mechanism to confirm the identity of all persons permitted to access the data. The
Plan Processor is responsible for defining, assigning and monitoring CAT Reporter entitlements.
Similarly, pursuant to SEC Rule 613(e)(4)(1)(C)(3), the Plan Processor will record all instances
where a person accesses the data.

Pursuant to SEC Rule 613(¢e)(4)(1)(B), Section 6.5(¢e)(ii) of the CAT NMS Plan requires
each Participant to adopt and enforce rules that require information barriers between its

143 See Section 6.2(a)(v) of the CAT NMS Plan for a more detailed list of the activities to be performed by the Chief
Compliance Officer.
144 See SEC Rule 613(e)(5).
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regulatory staff and non-regulatory staff with regard to access to and use of data in the Central
Repository, and permit only persons designated by such Participants to have access to and use of
the data in the Central Repository.

The Plan Processor will also develop a formal cyber incident response plan to provide
guidance and direction during security incidents, and will also document all information relevant
to any security incidents, as detailed in Appendix D, Data Security.

(b) Pl

As noted above, because of the sensitivity of PII, the Participants have determined PII
should be subject to more stringent standards and requirements than other order and trading data.
In response to the RFP questions, many Bidders mentioned that a range of techniques were
required to ensure safety of PII. These techniques included development of PII policies and
managerial processes for use by Plan Processor as well as Participants’ staff and the SEC,
physical data center considerations and strong automated levels, such as application, mid-tier,
database, and operating systems levels, and use of role-based access and other parameters such
as time-limited, case-restricted, and compartmentalized privilege. Most Bidders advocated for
separate storage of PII in a dedicated repository to reduce the ability for hacking events to occur.

In accordance with SEC Rule 613(e)(4)(i1)(A), all Participants and their employees, as
well as all employees of the Plan Processor, will be required to use appropriate safeguards to
ensure the confidentiality of data reported to the Central Repository and not to use such data for
any purpose other than surveillance and regulatory purposes. A Participant, however, may use
the data that it reports to the Central Repository for regulatory, surveillance, commercial, or
other purposes.

The Participants anticipate that access to PII will be limited to a “need-to-know” basis.
Therefore, it is expected that access to PII associated with customers and accounts will have a
much lower number of registered users, and access to this data will be limited to Participants’
staff and the SEC who need to know the specific identity of an individual. For this reason, PII
such as SSN and TIN will not be made available in the general query tools, reports, or bulk data
extraction.!** The Participants will require that the Plan Processor provide for a separate
workflow granting access to PII (including an audit trail of such requests) that allows this
information to be retrieved only when required by specific regulatory staff of a Participant or the
SEC, including additional security requirements for this sensitive data. Specifically, the Plan
Processor must take steps to protect PII as defined in Appendix D, Data Security and including
items such as storage of PII separately from order and transaction data, multi-factor
authentication for access to PII data, and a full audit trail of all PII data access.

It is anticipated that the Technical Specifications will set forth additional policies and
procedures concerning the security of data reported to the Central Repository; however, any such

145 As described in Appendix C, Reporting Data to the CAT, general queries can be carried out using the Customer-
ID without the need to know specific, personally-identifiable information (i.e., who the individual Person associated
with the Customer-ID is). The Customer-ID will be associated with the relevant accounts of that Person; thus, the
use of Customer-ID for querying will not reduce surveillance.
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policies and procedures must, at a minimum, meet the requirements set forth in the CAT NMS
Plan and Appendix D.

5. The Flexibility and Scalability of the CAT (SEC Rule 613(a)(1)(Vv))

(a) Overview

As required by SEC Rule 613(a)(1)(v), this section discusses the flexibility and
scalability of the systems used by the Central Repository to collect, consolidate and store CAT
Data, including the capacity of the Central Repository to efficiently incorporate, in a cost-
effective manner, improvements in technology, additional capacity, additional order data,
information about additional Eligible Securities or transactions, changes in regulatory
requirements, and other developments.

The Plan Processor will ensure that the Central Repository’s technical infrastructure is
scalable, adaptable to new requirements and operable within a rigorous processing and control
environment. As a result, the technical infrastructure will require an environment with
significant throughput capabilities, advanced data management services and robust processing
architecture. The technical infrastructure should be designed so that in the event of a capacity
upgrade or hardware replacement, the Central Repository can continue to receive data from CAT
Reporters with no unexpected issues.

The Plan Processor will perform assessments of the Central Repository’s technical
infrastructure to ensure the technology employed therein continues to meet the functional
requirements established by the Participants. The Plan Processor will provide such assessments
to, and review such assessments with, the Operating Committee within one month of completion.
The Operating Committee will set forth the frequency with which the Plan Processor is required
to perform such assessments. The Operating Committee must approve all material changes /
upgrades proposed by the Plan Processor before they can be acted upon. The Operating
Committee may solicit feedback from the Advisory Committee for additional comments and/or
suggestions on changes to the capacity study as the Operating Committee determines necessary.

The Central Repository will employ optimal technology for supporting (1) scalability to
increase capacity to handle a significant increase in the volume of data reported, (2) adaptability
to support future technology developments and new requirements and (3) maintenance and
upgrades to ensure that technology is kept current, supported and operational.

Participants will provide metrics and forecasted growth to facilitate Central Repository
capacity planning. The Plan Processor will maintain records of usage statistics to identify trends
and processing peaks. The Central Repository’s capacity levels will be determined by the
Operating Committee and used to monitor resources, including CPU power, memory, storage,
and network capacity.

The Plan Processor will ensure the Central Repository’s compliance with all applicable
service level agreements concerning flexibility and scalability of the Central Repository,
including those specified in the CAT NMS Plan and by the Operating Committee.

(b)  Approaches proposed by Bidders
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Information received from Shortlisted Bidders indicated that all six Shortlisted Bidders
considered incoming transaction volumes to be one of their most significant drivers of cost
across hardware, software, and full-time employees (“FTEs”), with the expected rate of increase
in transaction volumes and retention requirements also being prominent drivers of cost. The
approaches described above will facilitate effective management of these factors to provide for a
cost-effective and flexible Central Repository.

As noted in the RFP, the Bidders were required to provide comments on how the Central
Repository would be scalable for growth in the following aspects: number of issues accepted by
the CAT, types of messages accepted b