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Appendix 2

RULES OF HEDGESTREET, INC.

INTRODUCTION

The Commodity Exchange Act (“CEA”) requires that HedgeStreet and other contract
markets and derivatives clearing organizations adopt rules governing the way they conduct their
business. Those rules generally must be filed with the Commodity Futures Trading Commission
(“Commission”) and generally cannot be amended without giving notice to the Commission,
which can reject proposed rules and proposed amendments to existing rules. The following rules
are the rules of HedgeStreet (“Rules”) that inform you of how the HedgeStreet intermediated
market (the “Market”) operates and of your rights and obligations as a Clearing Member of the
Market. Please remember that these Rules may be amended in the future, and if they are
amended, all Members will be required to abide by the Rules as amended. HedgeStreet will
notify all Members any time there is an amendment to the Rules.

CHAPTER 1 DEFINITIONS
RULE 1.1 DEFINITIONS.

When used in these Rules:

(a) “Authorized Trader” means an individual or individuals employed by a Clearing
Member who is authorized by that Clearing Member to have direct access to HedgeStreet,
provided the Clearing Member maintains supervisory authority over such individual(s) trading

activities.

(b) {a)—"“Cap” means the maximum rate, level, amount, measure or other value of the
Underlying of a Variable Payout-Hedgelet_iHedgelet Contract that may be the Expiration Value
or the Closing Trade Value. If the actual rate, level, amount, measure, or other value of the
Underlying meets or exceeds the Cap on the Expiration Date, the Cap will be the Expiration
Value.

(c) {b)y— “Class” means all HedgeletsiHedgelets of the same Type with the same
Underlying.

(d) Clearing Corporation” (“CCorp’’) means the derivatives clearing organization
designated by HedgeStreet, to clear transactions effected by Clearing Members on the Market.

(e) “Clearing Member” or “Member’” means any Member of HedgeStreet that is also a

CCaorp Participant of the Clearing Corporation authorized to clear and settle iHedgelets executed
on the Market.

f) “CCorp Participant” means a Person that has been approved by the Clearin

Corporation to clear and settle “exchange contracts” traded on an *“exchange market”, as both
terms are defined pursuant to the rules of the Clearing Corporation, but not a member of
HedgeStreet.
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(g) fe)y—"Closing Trade Value” means the rate, level, amount, measure, or other value
of the Underlying of a Variable Payout HedgeletiHedgelet Contract at which the
ContraetiHedgelet is closed in a Clearing Member’s account.

h) “Commodity Futures Trading Commission” or “Commission” means the Federal

regulatory agency established by the Commodity Futures Trading Act of 1974 to administer the
Commodity Exchange Act.

(i) “Customer” has the meaning set forth in Commission Regulation 1.3(K).

(J) (3—"Dollar Multiplier’” means the monetary amount by which the rate, level,
amount, measure, or other value of an Underlying of a Variable Payout HedgeletiHedgelet
Contract is multiplied to determine the Settlement Value.

(k) “Eligible Contract Participant” has the meaning set forth in CEA Section 1(a)(12).

() (e)—"Expiration” or “Expiration Date”” means the date established by these Rules
on which the Expiration Value of each HedgeletiHedgelet Contract is determined.

(m) {H—“Expiration Value” means the rate, level, amount, measure, or other value of
the Underlying at Expiration.

Criteriona fixed Settlement Value, not to exceed $10,000 per contract, from the Clearing
Corporation on the Settlement Date dependent upon whether you are holding a long position or
short position in a Fixed Payout iHedgelet. If you are holding a long position in a Fixed Payout
iHedgelet, you have the right to receive a fixed Settlement VValue from the Clearing Corporation
on the Settlement Date, if, and only if, the Fixed Payout iHedgelet’s Payout Criteria
encompasses the Expiration Value at Expiration._Conversely, if you are holding a short position
in a Fixed Payout iHedgelet, you have the right to receive a fixed Settlement Value if, and only
if, the Fixed Payout iHedgelet’s Payout Criteria does NOT encompass the Expiration Value at
Expiration.

(0) {5—"Floor” means the minimum rate, level, amount, measure, or other value of the
Underlying of a Variable Payout HedgeletiHedgelet Contract that may be the Expiration Value
or the Closing Trade Value. If the actual rate, level, amount, measure or other value of the
Underlying meets or falls below the Floor on the Expiration Date, the Floor will be the
Expiration Value.

(p) {H—Hedgelet“iHedgelet Contract;”, “Hedgelet;iHedgelet” or “Contract” means
a Fixed Payout HedgeletiHedgelet Contract or a Variable Payout Hedgelet Contract.iHedgelet
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Contract that may only be traded by Clearing Members and cleared and settled by the Clearing
Corporation..

(g) {h—"Last Trading Day”” means the last date on which a Clearing Member may trade
a-Centractan iHedgelet on the Market.

(r) {m)—"“Long Variable Payout HedgeletiHedgelet Contract” means (i) the right to

receive at the time the Contract is closed or on the Settlement Date any positive number resulting
from subtracting the Opening Trade Value from (A) the Closing Trade Value, if the Variable
Payout HedgeletiHedgelet Contract was closed by an offsetting transaction before Expiration, or
(B) the Expiration Value, if the Variable Payout HedgeletiHedgelet Contract was held to
Expiration, and then multiplying the resulting figure by the Dollar Multiplier and (ii) the
obligation to pay at the time the contract is closed or on the Settlement Date any positive number
resulting from subtracting from the Opening Trade Value (A) the Closing Trade Value, if the
Variable Payout HedgeletiHedgelet Contract was closed by an offsetting transaction before
Expiration, or (B) the Expiration Value, if the Variable Payout HedgeletiHedgelet Contract was
held to Expiration, and then multiplying the resulting figure by the Dollar Multiplier.

(s) m—"Market Maker” means a Member that is granted the privileges in exchange
for assuming certain responsibilities as set forth in Chapter 4 of these Rules for the purpose of
creating liquidity for certain Classes of CentractsiHedgelets.

t) “Membership Agreement” means the agreement between the Clearing Member and
HedgeStreet authorizing the Clearing Member to trade on or otherwise provide access to
HedgeStreet. The Clearing Member must acknowledge and agree to be bound by all of the terms
and conditions contained in the Membership Agreement, including, but not limited to the
HedgeStreet Rules and any other documentation HedgeStreet may require.

u) “Person” means an individual, sole proprietorship, corporation, limited liabilit
company, partnership, trust, or any other entity.

(V) {p)y—"Opening Trade Value” means the rate, level, amount, measure, or other value

of the Underlying of a Variable Payout Hedgelet-CentractiHedgelet at which the
ContraetiHedgelet is opened in a_Clearing Member’s account.

(w) {eg—"“Payout Criterion” of a-Hedgeletan iHedgelet Contract means the Expiration
Value or range of Expiration Values that will cause that HedgeletiHedgelet Contract to be “in-

the-money.”
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“Regulatory Agency” means any government body, including the Commission and

Securities and Exchange Commission, and any organization, whether domestic or foreign,
granted authority under statutory or regulatory provisions to regulate its own activities and the
activities of its members, and includes HedgeStreet, any other clearing organization or contract
market, any national securities exchange or clearing agency, the National Futures Association
(“NFA”) and the National Association of Securities Dealers (“NASD”).

(y) {s}—"Series” means all HedgeletsiHedgelets of the same Class having identical
terms, including Payout Criterion and Expiration Date.

(z) {£y—*"Settlement Date”” means the date on which money is paid to the account of a
Clearing Member who has the right to receive money pursuant to a Fixed Payout
HedgeletiHedgelet Contract or a Variable Payout HedgeletiHedgelet Contract held until
Expiration, and on which money is paid from the account of a Clearing Member who is obligated
to pay money pursuant to a Variable Payout HedgeletiHedgelet Contract held until Expiration.
Unless otherwise specified in these Rules, the Settlement Date is the same day as the Expiration
Date.

(aa) (—"Settlement Value” means the amount paid to the accounts of holders of in-
the money Compe Hedgelets The Settlement Value of ael;eeed—PayeuteHedgeleteGentnaeHs

. Hedgelets WI|| be

determined by the Cleanng Corgoratlon in accordance with its rules.

(bb) ¢4—"“Short Variable Payout HedgeletiHedgelet Contract” means (i) the right to

receive at the time the Contract is closed or on the Settlement Date any positive number resulting
from subtracting from the Opening Trade Value (A) the Closing Trade Value, if the Variable
Payout HedgeletiHedgelet Contract was closed by an offsetting transaction before Expiration, or
(B) the Expiration Value, if the Variable Payout HedgeletiHedgelet Contract was held to
Expiration, and then multiplying the resulting figure by the Dollar Multiplier and (ii) the
obligation to pay at the time the Contract is closed or on the Settlement Date any positive
number resulting from subtracting the Opening Trade Value from (A) the Closing Trade Value,
if the Variable Payout HedgeletiHedgelet Contract was closed by an offsetting transaction before
Expiration, or (B) the Expiration Value, if the Variable Payout HedgeletiHedgelet Contract was
held to Expiration, then multiplying the resulting figure by the Dollar Multiplier.

(cc) fw)—"*Source Agency” means the agency that publishes the Underlying economic
indicator and/or Expiration Value for any Hedgelet-ContractiHedgelet.

(dd) E9—*"Speculative Position Limits,” or “Position Limit” means the maximum
position, either net long or net short, in one Series or a combination of various Series of a
particular Class that may be held or controlled by one MemberPerson as prescribed by
HedgeStreet and/or the CFFCCommission.
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(ee) {z—"Type” means the classification of a-Hedgeletan iHedgelet as a Fixed Payout
Hedgelet-ContractiHedgelet or a-Variable Payout Hedgelet-CentractiHedgelet.

{aa)—(ff) “Underlying” means the index, rate, risk, measure, instrument, differential,
indicator, value, contingency, occurrence, or extent of an occurrence the Expiration Value of
which determines whether (and, in the case of a Variable Payout Hedgelet- CentractiHedgelet, to

what extent) a-Hedgelet-Centractan iHedgelet is in-the-money.

{bby—(gq) “Variable Payout HedgeletiHedgelet Contract”” means a Long-Variable
Payout-Hedgelet-Contract-and/ora-Short Variable Payout Hedgelet-CentractiHedgelet and/or a

Long Variable Payout iHedgelet that may be traded only by Clearing Members and is cleared
and settled by the Clearing Corporation.

CHAPTER 2 MARKET GOVERNANCE
RULE 2.1 POWERS OF HEDGESTREET’S BOARD OF DIRECTORS

The board of directors of HedgeStreet has the power to manage and direct HedgeStreet
including but not limited to the power to define groups of people who may access the secure
portions of HedgeStreet’s website, the power to amend, adopt, or repeal these Rules, and the
power to oversee the business conduct of Members and impose penalties for violation of these
Rules.

RULE 2.2 RESTRICTIONS ON WHO MAY BE MEMBERS OF THE BOARD, MEMBERS
OF DISCIPLINARY COMMITTEES, MEMBERS OF ARBITRATION OR
OVERSIGHT PANELS, OR TEN PERCENT OR GREATER OWNERS

Commission Regulation 1.63 prohibits certain individuals who have been charged with,
or have been found to have committed, disciplinary offenses (as defined in that section) within
the past three years from serving on the HedgeStreet board of directors or any disciplinary
committee of HedgeStreet. HedgeStreet will not permit any individual subject to disqualification
under Commission Regulation 1.63(b) from serving on its board of directors, any of its
disciplinary committees (including serving as compliance officer or hearing officer), oversight
panels, or arbitration panels. Additionally, HedgeStreet will not permit any individual subject to
disqualification under Commission Regulation 1.63(b) to own 10% or more of HedgeStreet or to
serve as a HedgeStreet hearing officer. An amended version of Commission Regulation 1.63 is a
Rule of HedgeStreet and is included for your information in Chapter 11 of these Rules.

RULE 2.3 OFFICERS OF HEDGESTREET

(a) HedgeStreet has a seven member board of directors elected by a majority vote of all
shareholders of HedgeStreet. Each director serves a two year term.

(b) HedgeStreet has a chief executive officer, president, secretary, and treasurer. These
officers are appointed and may be dismissed (with or without cause) by majority vote of the
board of directors or the shareholders.
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(c) The chief executive officer of HedgeStreet must be a member of the board of
directors. In the absence of the chairman, the chief executive officer will perform the chairman’s
duties. In the event of a disagreement between the chief executive officer and the board or the
chairman of the board as to an exchange matter, the chairman and/or board shall control.

(d) Subject to the direction of the board of directors and the chief executive officer, the
president will manage the day-to-day business of the exchange and is the chief operating officer
of the exchange. In the absence of the chief executive officer, the president will perform the
chief executive officer’s duties.

(e) The treasurer of HedgeStreet will be responsible for all funds and stock of
HedgeStreet and in general perform all duties incident to the office of treasurer and such other
duties as from time to time may be assigned by the chief executive officer or the board of
directors.

(F) The secretary of HedgeStreet will keep the minutes of the meetings of the board and
in general perform all duties incident to the office of secretary and such other duties as from time
to time may be assigned by the chief executive officer or the board of directors.

RULE 2.4 EMERGENCY RULES

(a) HedgeStreet may adopt emergency Rules in response to the emergencies that are
described in paragraph (c) of this Rule. In the event of one of those emergencies, the board of
directors may, without giving prior notice to, or securing prior approval from, the Commission,
adopt a temporary emergency rule to address the emergency. Adoption of a temporary
emergency rule requires the affirmative vote of two-thirds of the members of the board at a
meeting of the board at which a quorum is present. HedgeStreet may count a member of the
board of directors who abstains from voting on a temporary emergency rule to determine
whether a quorum exists.

(b) Any temporary emergency rule adopted under this Rule may authorize HedgeStreet
to act as the board of directors deems necessary or appropriate to meet the emergency, and those
actions may adversely affect your ability to trade on the Market. Therefore, the chance of an
emergency is one of the risks you should consider when deciding whether to trade on the Market.

(c) For the purposes of this Rule, an “emergency” is:
(i) any activity that manipulates or attempts to manipulate the Market;

(if) any actual, attempted, or threatened corner, squeeze, or undue
concentration of positions;

(iii) any circumstance that may materially affect the performance of the

HedgeletRairs-originated-by,-or-the-ContractsiHedgelet traded on; HedgeStreet;

(iv) any action taken by the United States, any foreign government, any
state or local governmental body, any other contract market or board of trade, or any

6
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other exchange, market, facility, or trade association (foreign or domestic) that may
have a direct impact on trading on HedgeStreet;

(v) any circumstances that may have a severe, adverse impact upon the
physical functions of HedgeStreet including, for example, natural disasters such as fire
or flood, terrorist acts such as bomb threats, physical plant breakdowns such as
plumbing, heating, or air conditioning problems, system breakdowns such as power,
telephony, cable, trading systems, or computer systems failures or interruptions to
communications, the network, or the Internet;

(vi) the imposition of any injunction or other restraint by any government
agency, court, or arbitrator that may affect the ability of a Member to perform on
Contracts;

(vii) any circumstance in which it appears that a HedgeStreet Member or
any other person is in such operational condition, or is conducting business in such a
manner, that such person cannot be permitted to continue in business without
jeopardizing the safety of HedgeStreet Members or HedgeStreet itself; and

(viii) any other unusual, unforeseeable, and adverse circumstance which,
in the opinion of the governing board, requires immediate action and threatens or may
threaten such things as the fair and orderly trading in, or the liquidation of or delivery

pursuant to,HedgeletPairs-er-Contracts iHedgelets traded on HedgeStreet.

(d) If deemed necessary to combat perceived market threats caused by an emergency, a
HedgeStreet official authorized to do so may suspend trading on the Market during the duration
of the emergency or take any other action that the official thinks is necessary or appropriate. The
official will order an end to the action taken in response to the emergency as soon as the official
determines that the emergency has sufficiently abated to permit the Market to function properly.

(e) HedgeStreet will make every effort practicable to notify the Director of the Division
of Market Oversight, his delegates, and/or other persons designated by the Commission’s
Regulations that HedgeStreet intends to implement, modify, or terminate a temporary emergency
rule pursuant to Rule 2.4(a) or an action in response to an emergency pursuant to Rule 2.4(d)
prior to the implementation, modification, or termination of the rule or action. If it is not
possible to notify the Commission prior to the implementation, modification, or termination of
the rule or action, HedgeStreet will notify the Commission of the implementation, modification,
or termination of the rule or action at the earliest possible time, and in no event more than 24
hours after implementation, modification, or termination.

(f) Any time that HedgeStreet takes action in response to an emergency, either under
Rule 2.4(a) or Rule 2.4(d), HedgeStreet will document its decision-making process and reasons
for taking emergency action.

RULE 2.5 COMMITTEES AND SUBCOMMITTEES

(a) The HedgeStreet board of directors may create, appoint members of the board to
serve on, and delegate powers to, committees and subcommittees.
7
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(b) A majority of any committee or subcommittee will constitute a quorum, and a
majority of a quorum is necessary for committee or subcommittee action. A committee or
subcommittee may act by unanimous consent in writing, including by electronic mail, without a
meeting.

RULE 2.6 VOTING BY INTERESTED BOARD MEMBERS

Commission regulations governing contract markets, such as HedgeStreet, exempt those
markets from Commission Regulation 1.69. However, Core Principle 15 of Section 5(d) of the
CEA requires that contract markets have adequate procedures to prevent conflicts of interest.
Therefore, HedgeStreet has adopted an amended version of Commission Regulation 1.69 as a
Rule of HedgeStreet. Commission Regulation 1.69 prohibits a member of the HedgeStreet board
of directors or any disciplinary or oversight committee or subcommittee from taking part in any
deliberations or voting on any matter in which the board, committee, or subcommittee member
has an interest or has a relationship with a named party in interest. Regulation 1.69 also requires
disclosure by board, committee, or subcommittee members of interests and relationships in
certain circumstances. HedgeStreet board, committee, and subcommittee members shall not
deliberate or vote on any matter in which the board, committee, or subcommittee member has an
interest or has a relationship with a named party in interest and shall disclose such interests in
accordance with Regulation 1.69. Regulation 1.69 as amended to be made applicable to
HedgeStreet is a Rule of HedgeStreet and is included in Chapter 11 of these Rules.

RULE 2.7 INDEMNIFICATION OF DIRECTORS, OFFICERS, AND OTHERS

HedgeStreet will indemnify to the full extent authorized by law any person who was or is
a party or is threatened to be made a party to any threatened, pending, or completed action, suit,
or proceeding, whether civil, criminal, administrative, or investigative in nature, by reason of the
fact that such person is or was a director, officer, employee, or agent of HedgeStreet or is or was
serving at the request of HedgeStreet as a director, officer, employee, or agent of HedgeStreet
against expenses, including attorneys’ fees, judgments, fines, and amounts paid in connection
with such action, suit, or proceeding. Such indemnification shall not be deemed exclusive of any
other rights to which a person may be entitled under any agreement or as a matter of law or
otherwise. HedgeStreet may purchase and maintain insurance on behalf of any person who is or
was a director, officer, employee, or agent of HedgeStreet against any liability asserted against
such person and incurred by such person in any such capacity, or arising out of such person’s
status as such, whether or not HedgeStreet would have the power to indemnify such person
against such liability under the provisions of this Rule. However, no person shall be indemnified
from liability for fraud, bad faith, willful misconduct, or gross negligence. Further, no person
shall be indemnified against a civil penalty imposed by the Commission under Section 6b of the
CEA.

RULE 2.8 PROHIBITION ON USE OF MATERIAL, NON-PUBLIC INFORMATION

() Commission Regulation 1.59 prohibits employees and members of the board of
directors of HedgeStreet from using or disclosing material, non-public information gained
through their employment or board service in certain circumstances. This Rule prohibits the use
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and disclosure forbidden by Commission Regulation 1.59. As amended, a form of Regulation
1.59 is a Rule of HedgeStreet and is set forth in Chapter 11 of these Rules for your information.

(b) No member of the board of directors or any committee established by the board of
directors or these Rules will use or disclose material, non-public information obtained as a result
of participation on the board of directors or such committee for any purpose other than the
performance of official duties as a board or committee member.

(c) No employee, consultant, or member of the board of directors or any committee of
HedgeStreet will disclose to any other person material, nonpublic information obtained as a
result of such person’s employment for purposes inconsistent with such person’s official duties.

(d) No employee, consultant, or member of the board of directors or any committee of
HedgeStreet will trade for such person’s account, or for or on behalf of any other account, in any
commaodity interest on the basis of any material, non-public information obtained through special
access related to the performance of such person’s duties as an employee, consultant, or member
of the board of directors or committee.

(e) For purposes of this Rule, the terms “material information,” “non-public
information,” “linked exchange,” “commaodity interest,” and “related commodity interest” have
the same meanings as they do in Commission Regulation 1.59.

(F) Any director, officer, or employee of HedgeStreet who violates any provision of this
Rule will be required to indemnify HedgeStreet for any losses, damages, or costs caused by that
violation.

CHAPTER 3 CLEARING MEMBERS

RULE 3.1 ARPRPLICAHONS-CLASSHHCATHONS-AND-PRIMIEEGESELIGIBILITY AND
APPLICATION PROCEDURES

@ To be eligible to become a HedgeStreetClearing Member:

(i) if you are an-ndividual-yyou-musta natural person, you must;

@ar eS|de in the United Statesand—ha#&%%aeeew%er—aeeeun%&m%h%m&ne&al

if you are an entity, you must

(1) be organized in the United States
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andyeumusecertrfy that you are vaIrdIy organrzed in good standrng and authorrzed by your
governrng body and, if relevant documents of organrzatlon to trade commodltres futures and

(3) _designate Authorized Traders to trade your account,

(4) designate at least one officer who is responsible for supervising all activities of
your employees relating to transactions effected on HedgeStreet or subject to HedgeStreet Rules
and provide any information HedgeStreet may request regarding such officer(s),

iii) you must certify that vou have read and understand the HedgeStreet

Risk Disclosure Statement if you are not an Eligible Contract Participant, and
Membership Agreement,

(iv) you must agree to be bound by these Rules, and

(v) you must complete and submit the HedgeStreet membership
application, which includes the Membership Agreement,

(vi) €5

theﬁeetge%treeten—“nemembersmeappheanenyou must provrde HedgeStreet wrth
any other |nformat|on HedgeStreet may request—andiundyeeeHedgeStreetaeeeuneby

vii) you must have adequate financial resources and credit as determined
by HedgeStreet and the Clearing Corporation;

(viii) you must be a CCorp Participant in good standing of the Clearing
Corporation;

(ix) if you are a futures commission merchant registered with the

Commission (“FCM™),you must submit to HedgeStreet a letter confirming that you

maintain all Customer funds deposited with you in appropriately labeled customer
segregated funds accounts separated from funds of non-customers, as required by
Commission regulations; and

(x) _you must meet any other criteria or complete any additional
applications that HedgeStreet and/or the Clearing Corporation may request.
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(b) HedgeStreet may investigate any Member applicant, Authorized Trader designate, or
other Person associated with an applicant.

(c) Submission of your membership application to HedgeStreet constitutes your
agreement to be bound by these Rules and other policies of HedgeStreet.

(d) HedgeStreet may in its sole discretion approve, deny, or condition any Member

application as HedgeStreet deems necessary or appropriate.

RULE 3.2 PRIVILEGES

gz):(d)—lf your appllcatlon asa Clearlng Member is approved by HedgeStreetendJehe

requiredrirkparagrap#éb}eﬂhlsﬁule you WI|| be a Clearlng Member of HedgeStreet and WI||
have the following Clearing Member privileges, which HedgeStreet may revoke, amend, or

expand in accordance with, or by amending, these Rules:

(i) @
HedgeStreet-aceount:to buy iHedgelets for your own account or the account of your
Customers, subject to these Rules and the rules of the Clearing Corporation;

(ii) fo—to sell Centracts-niHedgelets for your HedgeStreet-aceounton
the-Marketown account or the account of your Customers, subject to these Rules and
the rules of the Clearing Corporation;

(iii) {vh—to view “real-time” the same best bids to buy and offers to sell
the-CentractsiHedgelets traded on the Market as are available to all other Clearing
Members;

(iv) {vu)—to recelve access to the Market via the FIX—G&tewa%at_yeur

aeees&HedgeStreet Web3|te ora dedlcated ervate circuit;

(v) {wi—to view the current trading volume and open interest for the
Contracts traded on the Market; and

(vi) {bog—to view all non-secure parts of the HedgeStreet website,

including these Rules, and-deseriptions-of-the-Hedgelet-Pairs-and-Contractsdescription
of iHedgelets traded on the Market as well as all secure parts of the HedgeStreet

website outhined above in Rule 3.1(d){(i) — (vii),
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RULE 3.3 RULE32—-CLEARING MEMBER OBLIGATIONS

(@) Asa Clearing Member, you and/or your authorizedrepresentativeAuthorized
Trader(s) must comply with these Rules, relevant provisions of the Commodity Exchange Act,

and relevant Commission regulations. You must also cooperate promptly and fully with
HedgeStreet, its agents, and/erthe-Cemmissien any other Regulatory Agency in any
investigation, call for information, inquiry, audit, examination, or proceeding. Additionally, you
must update your e-mail address within 24 hours after it has changed and update all other
information provided in your application for membership within five days after that information
has changed. If you fail to satisfy these obligations, HedgeStreet may revoke or suspend your
privileges in full or in part. You may also be subject to civil or criminal prosecution.

(b) As a Clearing Member, you consent to allow HedgeStreet to provide all information
HedgeStreet has about you, including your trading activity, to the-Cemmissien-or-any-ether

regulatory-er-self-regulatory-boedyany Regulatory Agency, law enforcement authority, or judicial
tribunal, including (as may be required by information sharing agreements or other contractual,

regulatory, or legal provisions) foreign regulatery-erseH-regulatory-bodiesRegulatory Agencies,
law enforcement authorities, or judicial tribunals.

(c) As a Clearing Member, you and/or your authorized-representativeAuthorized
Trader(s) are required to review the “Exehange-Notices” section of the HedgeStreet website to

make yourself aware of material changes to these Rules or other notices that may affect your
rights and obligations as a Clearing Member of HedgeStreet.

d) As a Clearing Member, you must immediately notify HedgeStreet in writing upon
becoming aware:

(i) that you, any of your officers or any of your Authorized Traders has
had trading privileges suspended, access to, or membership or clearing membership in,
any Regulatory Agency denied;

(ii) that you, any of your officers or any of your Authorized Traders has
been convicted of, pled guilty or no contest to, or entered a plea agreement to, any
felony in any domestic, foreign or military court;

(iii) that you, any of your officers or any of your Authorized Traders has
been convicted of, pled guilty or no contest to, or entered a plea agreement to a
misdemeanor in any domestic, foreign or military court which involves:
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(1) embezzlement, theft, extortion, fraud, fraudulent conversion, forgery,
counterfeiting, false pretenses, bribery, gambling, racketeering, or misappropriation of funds,
securities or properties; or

(2) any transaction in or advice concerning futures, options on futures, leveraged

transactions or securities;

(iv) that you, any of your officers or any of your Authorized Traders has
been subject to, or associated with a firm that was subject to regulatory proceedings
before any Regulatory Agency;

(v) that you, any of your officers or any of your Authorized Traders is
currently a party to any investigation or proceeding, the resolution of which could result
in an event described in Rule 3.3(d)(i)-(iv);

(vi) of any other material change in any information contained in the
Clearing Member’s membership application;

(vii) of any failure to maintain segregated funds as required by the
Commission when the Member is a Clearing Member;

viii) of becoming subject to early warning reporting under Commission
Regulation 1.12 when the Member is a Clearing Member, and;

ix) of becoming the subject of a bankruptcy proceeding or being unable
to meet any financial obligation as it becomes due.

e) As a Clearing Member, you must diligently supervise all activities of your employees
and/or agents, including all Authorized Traders, relating to transactions effected on HedgeStreet.
Any violation of these Rules by any employee and/or agent, including the Authorized Trader of a
Clearing Member shall constitute a violation of the Rules by such Clearing Member.

f) If you are a Clearing Member that is not an FCM, you must at all times maintain a net

worth? at or in excess of $50,000, provided that, such amount is not below the financial
requirements of CCorp relating to CCorp Participant qualifications, in which case, CCorp
financial requirements shall be controlling. If you are a Clearing Member that is also an FCM,

you must comply with the financial requirements set forth by the Commission, NFA and other
contract markets.

As a Clearing Member, you must only handle, maintain and/or solicit Customer
orders, accounts or funds if you are properly registered with the NFA in accordance with the
CEA and Commission Regulations adopted thereunder to conduct futures-related business with
the public.

! For purposes of these rules, “Net Worth” shall have the same meaning as “net asset value” pursuant to Commission
Regulation 4.10(b).
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h) As a Clearing Member, you must submit statements of financial condition at such
times and in such manner as shall be prescribed from time to time.

(i) As a Clearing Member, you must use due diligence in receiving and handling orders
from Customers, entering such orders onto HedgeStreet on behalf of such Customers, responding

to inquiries from Customers about their orders and reporting back to Customers the execution of
such orders.

(1) _As a Clearing Member, you must confirm any trades entered on behalf of a Customer

to such Customer no later than the business day following the day upon which the transaction
was executed. Such confirmation shall i) be in writing, ii) show the iHedgelet bought or sold, iii

show the amount, the price, and iv) the expiration date.

k) As a Clearing Member, you must establish and enforce internal controls, policies and

procedures to reasonably ensure that each order received from a Customer is entered on
HedgeStreet prior to any order of the same Series being entered at the same price for;

i) any proprietary account of the Clearing Member;

(ii) any account in which the Authorized Trader(s) has an interest.or;

iii) any account over which a Clearing Member or its Authorized

Trader(s) have discretionary authority.

() _Prior to entering an order for a Customer that is not an Eligible Contract Participant, a

Clearing Member must first provide such Customer with the HedgeStreet Risk Disclosure
Statement.

(m) Each Clearing Member must make and file reports in accordance with Commission
Regulations in a manner and form and at such times as may be prescribed by the Commission.

(n) Each Clearing Member must make and file reports with HedgeStreet at such times, in

such manner and form, and containing such information as HedgeStreet may prescribe from time
to time.

(o) Each Clearing Member, upon a request of HedgeStreet or Regulatory Agency, must
promplty respond to any requests for information that may be requested from time to time.

(p) Each Clearing Member may invest Customer Funds as long as such funds are
invested pursuant to Commission Regulation 1.25.

(g) Each Clearing Member must prepare, maintain and keep current those books and
records required by the rules of HedgeStreet, the CEA and/or the Commission’s Regulations.
Such books and records shall be open to inspection and promptly provided to HedgeStreet and/or
the Commission or the U.S. Department of Justice upon request.
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RULE 3.4 RULE33-COMMUNICATIONS BETWEEN HEDGESTREET AND
CLEARING MEMBERS

You must provide HedgeStreet with your current electronic mail address and
immediately (and in any event within 24 hours) update that address whenever it changes. All
communications between HedgeStreet and you, including confirmation of all transactions
executed in your account, will be transmitted by electronic mail and/or posted on the
HedgeStreet website. You will be responsible for promptly reviewing and, if necessary,
responding to all electronic communications from HedgeStreet.

RULE 3.5 RULE34-AUTHORIZED REPRESENTATNESTRADERS

(a) Clearing Members other than natural persons must apply for authorization for all
representativeTrader(s) who will access their accounts. Only MemberrepresentativesAuthorized

Traders authorized by HedgeStreet and the Clearing Member may enter and execute transactions
on the Market. Before Memberrepresentative(sjan Authorized Trader may enter orders or
execute trades on the Market, theyhe/she must acknowledge having read and understood these
Rules and agree to comply with these Rules.

(b) A Clearing Member may be required to submit evidence of the authority of an
Authorized Trader to act on behalf of the Clearing Member and such other information about any
Authorized Trader as HedgeStreet may request. A person may be conditionally approved as an
Authorized Trader of a Clearing Member subject to any conditions HedgeStreet may consider

appropriate in the interests of promoting a fair and orderly market.

(c) HedgeStreet may withdraw or suspend the registration of any Authorized Trader of
any Clearing Member if HedgeStreet determines that;

(i) an Authorized Trader has caused the Clearing Member to fail to

comply with the Rules of HedgeStreet;

(i) an Authorized Trader is not properly performing the responsibilities
of an Authorized Trader of a Clearing Member or Market Maker;

iii) an Authorized Trader has failed to comply with the conditions set
forth in paragraph (b) of this Rule; or

(iv) it is the best interests of maintaining a fair and orderly market to do

S0.

(d) If HedgeStreet suspends the registration of any Authorized Trader, the Clearing

Member must ensure that the suspended Authorized Trader does not submit any quotes or orders
into the HedgeStreet system.

(e) The registration of an Authorized Trader will be withdrawn upon the written request
of the Clearing Member for which an Authorized Trader is registered. Such written request shall

be submitted in a manner prescribed by HedgeStreet. Until such written request is received, or

an Authorized Trader’s registration is suspended or withdrawn pursuant to paragraph (c) of this
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Rule, a Clearing Member will be responsible for all order entry and trading activity of such
Authorized Trader(s).

RULE 3.6 RULE35-DUES, FEES, AND EXPENSES PAYABLE BY CLEARING
MEMBERS

(@) Clearing Members are not required to pay dues.

(b) Clearing Members are charged fees for trading HedgeletiHedgelet Contracts. The
fees for trading both Fixed Payout HedgeletiHedgelet Contracts and Variable Payout
HedgeletiHedgelet Contracts are charged in an amount to be reflected from time to time on
HedgeStreet’s website.

(c) Clearing Members are charged fees for settlement of HedgeletiHedgelet Contracts at

Expiration and-forRedemption-of Hedgelet Pairs-to HedgeStreet. Fees for settlement of
HedgeletiHedgelet Contracts will be charged in an amount to be reflected from time to time on

HedgeStreet’s website. Fhe-samefees-willapply-perHedgeletPair-Redeemed:

(d) {B— If HedgeStreet determines in the future to impose dues or additional fees,
HedgeStreet will notify you of any dues or additional fees that will be imposed at least 30 days
before they take effect.

CHAPTER 4 MARKET MAKERS
RULE 4.1 REGISTRATION OF MARKET MAKERS

(@) Inorder to become a Market Maker you must already be a Clearing Member of
HedgeStreet in good standing. A Clearing Member shall file a written Market Maker application
with HedgeStreet. HedgeStreet shall consider such factors as business reputation, financial
resources and trading activity in relevant futures, options or related cash markets in determining
whether to approve a Market Maker application.

(b) The designation of any Market Maker may be suspended or terminated by
HedgeStreet at any time and for any reason.
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RULE 4.2 RULE43—-APPOINTMENT OF MARKET MAKERS

(a) HedgeStreet shall appoint Market Makers to certain Classes of Contracts
(“Designated Classes”) traded on HedgeStreet. In making such appointments, HedgeStreet shall
consider (i) the financial resources available to the Market Maker, and (ii) the Market Maker’s
experience in market making in futures, options and other derivative products.

(b) No appointment of a Market Maker to a Designated Class shall be made without the
Market Maker’s consent to such appointment, provided that refusal to accept appointment to a
Designated Class may be deemed sufficient cause for denial, suspension, or termination of
registration as a Market Maker.
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(c) HedgeStreet may suspend or terminate any appointment of a Market Maker to a
Designated Class and may appoint more than one Market Maker to the same Designated Class.

(d) HedgeStreet may periodically conduct an evaluation of any Market Maker to
determine whether it has fulfilled performance standards relating to, among other things, quality
of the markets, competitive market making, observance of ethical standards, and administrative
soundness. If the Market Maker fails to meet minimum performance standards, HedgeStreet
may, among other things, (i) suspend, terminate or restrict the Market Maker’s appointment to a
particular Designated Class, (ii) restrict the Market Maker from appointments to additional
Designated Class(es), and (iii) suspend, terminate or restrict the Market Maker’s registration as
such.

RULE 4.3 RULE4-4-BENEFITS OF BECOMING A MARKET MAKER

(a) Market Makers witmay have access to HedgeStreet via the-Fb<-gatewaya dedicated
private circuit for an additional fee to be determined by HedgeStreet on a case-by-case basis.
HedgeStreet will provide a guaranteed throughput per day with a specified peak amount of
orders that may be traded per second to all Market Makers.

(b) Market Makers shall receive reduced trading fees and/or participate in revenue
sharing with HedgeStreet as an incentive for fulfilling the obligations of a market maker.

(c) {eh—Market Makers shall have access to a designated group of operational specialists
at HedgeStreet who handle issues relating to Market Makers.

RULE 4.4 RULE45—-0OBLIGATIONS OF MARKET MAKERS

(a) {H)—General — Transactions of Market Makers should constitute a course of dealings
reasonably calculated to contribute to the maintenance of a fair and orderly market, and Market
Makers shall not make bids or offers or enter into transactions that are inconsistent with such a
course of dealings. Ordinarily, Market Makers shall be obligated to maintain two-sided
displayed quotes at a predefined spread (“Spread”) for a Series of Contracts for a certain period
of time throughout the trading day. In ordinary market conditions, quotes must be made within a
maximum Spread. This Spread will be set at the time a Series is opened for trading and will be
set in accordance with the maximum loss a Market Maker may incur by quoting within the
Spread. In fast market conditions, Market