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RULES OF NORTH AMERICAN DERIVATIVES EXCHANGE, INC.
INTRODUCTION

The Commodity Exchange Act (“CEA”) requires that North American Derivatives Exchange, Inc.
(“Nadex”) 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 Nadex (“Rules”) that inform Members and others of how the Nadex
market (the “Market”) operates and of each Member’s rights and obligations. Please remember that
these Rules may be amended in the future, and if they are amended, Members will be required to abide
by the Rules as amended. Nadex 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:

“Affiliate” means any corporate affiliate of Nadex.

“Authorized Trader” means an individual employed by a Member who is authorized by that
Member to have direct access to Nadex, provided the Member maintains supervisory authority over
such individual’s trading activities.

“Binary Contract” means the right to receive a fixed Settlement VValue per contract,
from Nadex on the Settlement Date dependent upon whether the market participant holds a long
position or short position in a Binary Contract. If the market participant holds a long position in
a Binary Contract, the participant has the right to receive a fixed Settlement Value from Nadex on the
Settlement Date, if, and only if, the Binary Contract’s Payout Criteria encompasses the Expiration
Value at Expiration. Conversely, if the market participant holds a short position in a Binary Contract,
the participant has the right to receive a fixed Settlement Value if, and only if, the Binary Contract’s
Payout Criteria does NOT encompass the Expiration Value at Expiration.

“Calculation Time” is the time the Expiration Value is calculated.

“Call Spread Contract” is a type of Variable Payout Contract, having a fixed Expiration Date,
wherein the holder of a Long Call Spread Variable Payout Contract or a Short Call Spread Variable



Payout Contract may have a right to receive a variable Settlement Value. Such Variable Payout
Contracts may be classified as “Call Spread(s)” or “Narrow Call Spread(s)”.

“Ceiling” means the maximum rate, level, amount, measure or other value of the Underlying
of a Variable Payout 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 Ceiling at
Expiration, the Ceiling will be the Expiration Value.

“Class” means all Contracts of the same Type with the same Underlying.

“Closing Trade Value” means the rate, level, amount, measure, or other value of a Binary, Call
Spread, or Touch Bracket at which the Contract is closed in a Member’s or Customer’s account.

“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.

“Contract” means a Call Spread or Touch Bracket Variable Payout Contract or a Binary
Contract.

“Correspondent Account” means an account as that term is defined in 31 CFR 1010.605(c).

“Customer” means a Commodity Customer, a Cleared Swap Customer, a FCM Member or a
Trading member of Nadex, as the context requires. In this regard,

(1) “Commodity Customer” has the meaning set forth in Commission Regulation 1.3(k);
(ii) “Cleared Swap Customer” has the meaning set forth in Commission regulation 22.1;

(i11) “DCO Customer” has the same meaning as the definition “customer” set forth in
Commission Regulation 190.01(1) and section 761(9) of the Bankruptcy Code and includes FCM
Members and Trading Members of Nadex.

“Dollar Multiplier” means the monetary amount by which the rate, level, amount, measure, or
other value of an Underlying of a Variable Payout Contract is multiplied to determine the Settlement
Value.

“End Date” means the last day on which a delivery month will be used as the Underlying for
Nadex contracts.

“Expiration” means the time on the Expiration Date established by these Rules at which a
Contract expires and the Expiration Value of that Contract is determined.



“Expiration Date” means the date established by these Rules on which the Expiration Value of
each Contract is determined.

“Expiration Value” means the rate, level, amount, measure, or other value of the Underlying at
Expiration as calculated and/or published by the Source Agency.

“FCM Member” means any Member that is registered with the Commission as a Futures
Commission Merchant and as a swap firm and is authorized by Nadex to intermediate orders of
Commodity Customers or Cleared Swap Customers on the Market.

“Floor” means the minimum rate, level, amount, measure, or other value of the Underlying of a
Variable Payout 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.

“Foreign Bank” means a bank as that term is defined in 31 CFR 1010.100(u).

“Index Value”, also known as an “Indicative Index”, is a value calculated once per second
throughout a Contract’s duration, which the Source Agency may release as an Expiration Value as
provided for in the Contract specifications in Chapter 12, or to serve as an indication of the value of a
Contract’s Underlying at a given point in time.

“Last Trading Day” means, for a particular Contract, the last date on which that Contract may
be traded on the Market.

“Limit Order” means a request submitted to the Exchange to buy or sell a set number of
contracts, in a particular product offered by Nadex, at a specified price or better price if a better price is
available. The following are permissible Nadex Limit Order types, although certain order types may
only be available on particular platforms or to particular Member types:

“Fill or Kill Order” or “FOK?” is a Limit Order that will be cancelled if the Order cannot be
immediately filled in its entirety.

“Immediate or Cancel Order” or “IOC?” is a Limit Order that can be filled in whole or in
part, with any remaining quantity cancelled.

“Good ‘Til Cancel Order” or “GTC” is a Limit Order which will remain on the market
until it is filled, cancelled, or the contract expires. Any remainder of a partially filled GTC
Order will stay on the market until it is filled, cancelled, or the contract expires.

“Long Variable Payout Contract” means (i) if the Expiration Value is greater than the
Opening Trade Value, but does not exceed the Ceiling, the right to receive any collateral posted to
establish the position plus any positive number resulting from subtracting the Opening Trade Value from



the Expiration Value, and then multiplying that resulting number by the Dollar Multiplier; or (ii) if the
Expiration Value is greater than the Opening Trade Value and exceeds the Ceiling, the right to receive
any collateral posted to establish the position plus any positive number resulting from subtracting the
Opening Trade Value from the Ceiling, and then multiplying that resulting number by the Dollar
Multiplier; or (iii) if the Expiration Value is less than the Opening Trade Value, but does not exceed the
Floor, the right to receive any collateral posted to establish the position minus any positive number
resulting from subtracting the Expiration Value from the Opening Trade Value, and then multiplying
that resulting number by the Dollar Multiplier; or (iv) if the Expiration Value is less than the Opening
Trade Value and exceeds the Floor, the right to receive any collateral posted to establish the position
minus any positive number resulting from subtracting the Floor from the Opening Trade Value, and then
multiplying that resulting number by the Dollar Multiplier.

“Market Order” means a request submitted to the Exchange to buy or sell a set number of
contracts, in a particular product offered by Nadex, at the market price. The following are permissible
Nadex Market Order types, although certain order types may only be available on particular platforms or
to particular Member types:

“Market Order With Protection” or “MOP” is a Market Order that will attempt to fill,
in whole or part, at the current displayed price or better, or within a pre-determined
number of points (Tolerance Protection) worse than the specified display price. The
remainder of any Market Order With Protection that cannot be immediately filled either
at the current displayed price or better, or within the Tolerance Protection, will be
cancelled.

“Market Maker” means a Member that is granted certain 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 Contracts.

“Member” means a Person who is approved by Nadex to be a Trading Member or a FCM
Member and who is bound by these Rules as they may be amended from time to time.

“Membership Agreement” is the Nadex Membership Agreement as set forth on the Nadex
website, to which all Nadex Members agree to comply.

“Midpoint” is the price included in the data set used in the calculation of the Expiration Value
of a foreign currency contract. A Midpoint is calculated by adding the bid price and the ask price of the
relevant underlying spot currency market together and then dividing that number by two (2). For
example, if the bid price is 1.3400 and the ask price is 1.3402, the two numbers are added together
(totaling 2.6802) and then divided by two (2), equaling a Midpoint of 1.3401. If the spread between a
particular bid price and ask price is deemed too wide (greater than ten (10) pips), those prices will not be
used to calculate a Midpoint and will thus not be included within the data set used in the Expiration
Value calculation.



“Modification Event” means an event as described in the Market Maker Agreement.
“Non Post-Only Order” is an Order that did not originate as a Post-Only Quote.

“Opening Trade Value” means the rate, level, amount, measure, or other value of a Binary,
Call Spread, or Touch Bracket at which the Contract is opened in a Member’s or Customer’s account.

“Order” means a request submitted to the Exchange to buy or sell a set number of contracts, in a
particular product offered by Nadex in accordance with the requirements established by the Exchange.

“Payout Criterion” of a Contract means the Expiration Value or range of Expiration Values that
will cause that Contract to pay a Settlement Value to the holder of a long position or the holder of a
short position in such Contract. The holder of a long or short position in a Contract that receives a
Settlement Value is considered to be “in-the-money” while the holder of either a long or short position
in a Contract that does NOT receive a Settlement Value is considered to be “out-of-the-money”.

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

“Post-Only Quote” is a quote submitted by a Market Maker, which has the potential to become
a Limit Order if matched for trade execution, and which cannot be executed opposite another Post-Only
Quote. Post-Only Quotes are either Post-Only (Price Adjustment) or Post-Only (Reject) Quotes.

“Post-Only (Price Adjustment) Quote” is a Post-Only Quote that will be cancelled by
the Exchange in whole or in part to the extent that at the time it is submitted to the
Exchange it would be immediately executable opposite another Post-Only Quote. If,
some portion of such submitted Post-Only (Price Adjustment) Quote would be
immediately executable opposite any resting Non-Post Only Order(s), that part of such
submitted Post-Only (Price Adjustment) Quote will be matched opposite such resting
Non-Post Only Order(s) by the Exchange. The remaining portion of the submitted Post-
Only (Price Adjustment) Quote will be cancelled by the Exchange, leaving the opposite
Post-Only Quote in the order book. Unlike a Post-Only (Reject) Quote, however, upon
cancellation of the submitted Post-Only (Price Adjustment) Quote, the Exchange will
automatically submit an amended quotation for the unfilled balance of the cancelled Post-
Only (Price Adjustment) Quote at a price level that is adjusted (a) for Binary Contracts to
four minimum tick increments, and (b) for Variable Payout Contracts to one minimum
tick increment lower (for bids) or higher (for offers) than the price level of the existing
opposite Post-Only Quote.

“Post-Only (Reject) Quote” is a Post-Only Quote that will be cancelled by the Exchange
in whole or in part to the extent that, at the time it is submitted to the Exchange it would
be immediately executable opposite another Post-Only Quote. If, however, some portion
of such submitted Post-Only (Reject) Quote would be immediately executable opposite
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any resting Non-Post Only Order(s), that part of such submitted Post-Only (Reject) Quote
will be matched opposite such resting Non-Post Only Order(s) by the Exchange. The
remaining portion of the submitted Post-Only (Reject) Quote will be cancelled by the
Exchange, leaving the opposite Post-Only Quote in the order book.

“Privacy Policy” is the Nadex Privacy Policy as set forth on the Nadex website, to which all
Members, FCM customers, and users of the Nadex website agree to comply.

“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 Nadex, any other clearing organization or contract market, any national securities exchange or
clearing agency, the National Futures Association (“NFA”) and the Financial Industry Regulatory
Authority (“FINRA”).

“Reportable Level(s)” means the aggregate contract level within a product Class at which the
Exchange must report certain Member and trade information to the Commission pursuant to
Commission Regulations.

“Risk Disclosure Statement” is the Nadex Risk Disclosure Statement as set forth on the Nadex
website, to which all Nadex Members agree.

“Series” means all Contracts of the same Class having identical terms, including Payout
Criterion and Expiration Date.

“Settlement Date” means the date on which money is paid to the account of a Member who has
the right to receive money pursuant to a Variable Payout Contract or Binary Contract held until
Expiration, and on which money is paid from the account of a Member who is obligated to pay money
pursuant to a Variable Payout Contract held until Expiration. Unless otherwise specified in these Rules,
the Settlement Date is the same day as the Expiration Date.

“Settlement Value” means the amount which the holder of a Contract may receive for a
Contract held until Expiration. The Settlement Value of a Binary Contract is $100. The Settlement
Value of a Variable Payout Contract is determined as described in the definitions of Long and Short
Variable Payout Contracts.

“Short Variable Payout Contract” means (i) if the Expiration Value is less than the Opening
Trade Value, but does not exceed the Floor, the right to receive any collateral posted to establish the
position plus any positive number resulting from subtracting the Expiration Value from the Opening
Trade Value, and then multiplying that resulting number by the Dollar Multiplier; or (ii) if the
Expiration Value is less than the Opening Trade Value and exceeds the Floor, the right to receive any
collateral posted to establish the position plus any positive number resulting from subtracting the Floor
from the Opening Trade Value, and then multiplying that resulting number by the Dollar Multiplier; or
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(iii) if the Expiration Value is greater than the Opening Trade Value, but does not exceed the Ceiling,
the right to receive any collateral posted to establish the position minus any positive number resulting
from subtracting the Opening Trade Value from the Expiration Value, and then multiplying that
resulting number by the Dollar Multiplier; or (iv) if the Expiration Value is greater than the Opening
Trade Value and exceeds the Ceiling, the right to receive any collateral posted to establish the position
minus any positive number resulting from subtracting the Opening Trade Value from the Ceiling, and
then multiplying that resulting number by the Dollar Multiplier.

“Source Agency” means the agency that publishes the Underlying economic indicator and/or
Expiration Value for any Contract.

“Speculative Position Limits,” or “Position Limit” means the maximum position, net long
and net short combined, in one Series or a combination of various Series of a particular Class that may
be held or controlled by one Member as prescribed by Nadex and/or the Commission.

“Start Date” means the date on which a new delivery month will be used as the Underlying for
Nadex contracts.

“Suspension Event” means an event as described in the Market Maker Agreement.

“Terms of Use” are the Nadex Terms of Use as set forth on the Nadex website, to which all
Nadex Members, FCM customers, and users of the Nadex website agree to comply.

“Tolerance Protection” means the defined number of points, expressed in terms of a dollar
amount, away from the displayed market price that will be acceptable to fill a Market Order With
Protection in whole or part, if the displayed market price or a better price is no longer available when the
Exchange receives the Order.

“Touch Bracket Contract”! is a type of Variable Payout Contract, having a conditional
Expiration Date on the Last Trade Date established at the time of listing, but which Touch Bracket will
expire prior to that stated Expiration in the event that, during the life of the Contract, the Index Value
either (i) equals or is less than the Floor or (ii) equals or is greater than the Ceiling of the Touch Bracket.

“Trade Day” means the regular trading session on any given calendar date and the evening
session, if any, on the immediately preceding calendar date, as specified in Rule 5.11.

“Trading Member” means a Person who has been approved by Nadex to trade directly and not
through a FCM Member on the Market, and does not include any FCM Member.

! Nadex may also refer to its Touch Bracket Contracts as “Knock-out Touch Bracket Contracts” or “Knock-outs”
from time to time.
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“Type” means the classification of a Contract as a Variable Payout Contract or a Binary
Contract.

“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 Contract, to what extent) a Contract is in-the-money.

“US Financial Institution” means a financial institution as that term is defined in 31 CFR
1010.100(t), subsections (1), (2), and (8), that is required to comply with the regulations issued by the
United States Department of Treasury under the Bank Secrecy Act including, but not limited to, the anti-
money laundering program and customer identification program rules.

“Variable Payout Contract” means a category of contracts wherein the holder of a Long
Variable Payout Contract or a Short Variable Payout Contract may have a right to a variable Settlement
Value. Variable Payout Contracts include Call Spread Contracts and Touch Bracket Contracts.

“Volume Threshold Level” means the volume based Reportable Level as established by
Commission Regulation 15.04.

“Wide Spread Surcharge” means an additional exchange fee imposed on a duly appointed
Market Maker’s average per lot profit above a specified level, in a given month. Specific details
pertaining to the Wide Spread Surcharge are set forth in the fee schedule on the Nadex website.

“12PM” or “12:00 PM” means 12:00 Noon

Remainder of page left blank
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CHAPTER 2 MARKET GOVERNANCE
RULE 2.1 POWERS OF NADEX’S BOARD OF DIRECTORS

The board of directors of Nadex has the power to manage and direct Nadex including but not limited
to the power to define the standards for membership in the Exchange and who may access the secure
portions of Nadex’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. No individual subject to disqualification under Commission Regulation 1.63(b) may serve
on the Nadex board of directors, any of its disciplinary committees (including serving as compliance
officer or hearing officer), oversight panels, or arbitration panels. Additionally, Nadex will not permit
any individual subject to disqualification under Commission Regulation 1.63(b) to own 10% or more of
Nadex or to serve as a Nadex hearing officer.

RULE 2.3 OFFICERS OF NADEX

(a) Nadex has a board of directors, consisting of no fewer than five (5) and no more than seven
(7) directors elected by a majority vote of all shareholders of Nadex. Each director serves a one year
term. Each director, including a director elected to fill a vacancy, shall hold office until his successor is
elected and qualified or until his earlier resignation or removal.

(b) Nadex has a chief executive officer, secretary, chief financial officer, chief regulatory
officer, chief compliance officer, and other such officers from time to time as appointed by the board of
directors or the shareholders (collectively, the “Management Team™). These officers are appointed and
may be dismissed (with or without cause) by majority vote of the board of directors or the shareholders.

(c) The chief executive officer of Nadex 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, the chief executive officer will manage the
overall business of the exchange. In the absence of the chief executive officer, the executive officer in
charge of operations will perform the chief executive officer’s duties.

(e) The chief financial officer of Nadex will be responsible for all funds and stock of Nadex and
in general perform all duties incident to the office of chief financial officer and such other duties as from
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time to time may be assigned by the chief executive officer or the board of directors. If the function of
the office of the chief financial officer is outsourced to a service provider, the chief executive officer
shall be responsible for oversight of this function.

(F) The secretary of Nadex 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.

(9) The chief regulatory officer of Nadex will be responsible for managing the day-to-day
regulatory functions of the Exchange consistent with the Acceptable Practices for Designated Contract
Markets under Core Principle 16 of Section 5(d) of the CEA.

(h) The chief compliance officer of Nadex will be responsible for fulfilling the obligations of a
chief compliance officer of Derivatives Clearing Organizations under the CEA and Commission
regulations, to the extent such obligations apply to Nadex. The chief compliance officer will report to
the chief executive officer or such other person or entity as directed by the board of directors.

RULE 2.4 EMERGENCY RULES

(a) Nadex 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 or at least
two members of the Management Team 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 by the board of directors 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. Nadex may count a
member of the board of directors who abstains from voting on a temporary emergency rule to determine
whether a quorum exists. Adoption of a temporary emergency rule by the management team requires the
written authorization and acknowledgement of two members of the management team, indicating the
emergency action to be taken and the reasons for that action, before the action is taken.

(b) Any temporary emergency rule adopted under this Rule may authorize Nadex to act as the
board of directors or management team deems necessary or appropriate to meet the emergency, and
those actions may adversely affect the ability to trade on the Market. Therefore, the chance of an
emergency is one of the risks that market participants 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;

(it) any actual, attempted, or threatened corner, squeeze, or undue concentration
of positions;
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(iii) any circumstance that may materially affect the performance of the Contracts
traded on Nadex, including failure of the payment system or bankruptcy or insolvency of any
participants;

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

(v) any circumstances that may have a severe, adverse impact upon the physical
functions of Nadex 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 Nadex 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 Nadex
Members or Nadex 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 Contracts
traded on Nadex.

(d) If deemed necessary to combat perceived market threats caused by an emergency, a Nadex
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) Nadex 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 Nadex
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, Nadex 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.
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() Any time that Nadex takes action in response to an emergency, either under Rule 2.4(a) or
Rule 2.4(d), Nadex will document its decision-making process and reasons for taking emergency action.

RULE 2.5 COMMITTEES AND SUBCOMMITTEES

(a) The Nadex board of directors may create, appoint members of the board to serve on, and
delegate powers to, committees and subcommittees.

(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.

(c) Nadex’s board of directors shall appoint a Regulatory Oversight Committee comprised of
board members who are “public directors” as defined in the Acceptable Practices under Core Principle
16 in Commission Regulation Part 38, Appendix B. The ROC shall oversee Nadex’s regulatory
program on behalf of the board. The board shall delegate sufficient authority, dedicate sufficient
resources, and allow sufficient time for the ROC to fulfill its mandate. The ROC shall:

(i) Monitor Nadex’s regulatory program for sufficiency, effectiveness, and
independence;

(if) Oversee all facets of the program, including trade practice and market
surveillance; audits, examinations, and other regulatory responsibilities with respect to member
firms (including ensuring compliance with financial integrity, financial reporting, sales
practice, recordkeeping, and other requirements); and the conduct of investigations;

(iii) Review the size and allocation of the regulatory budget and resources; and
the number, hiring and termination, and compensation of regulatory personnel;

(iv) Supervise Nadex’s chief regulatory officer, who will report directly to the
ROC;

(V) Prepare an annual report assessing Nadex’s self-regulatory program for the
board of directors and the Commission, which sets forth the regulatory program's expenses,
describes its staffing and structure, catalogues disciplinary actions taken during the year, and
reviews the performance of disciplinary committees and panels;

(vi) Recommend changes that would ensure fair, vigorous, and effective
regulation; and

(vii) Review significant regulatory proposals and advise the board as to whether
and how such changes may impact regulation.
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RULE 2.6 VOTING BY INTERESTED BOARD MEMBERS

Core Principle 16 of Section 5(d) of the CEA requires that contract markets have adequate procedures
to prevent conflicts of interest. In this regard, Nadex has adopted provisions of Commission Regulation
1.69 as a Rule of Nadex. Commission Regulation 1.69 prohibits a member of the Nadex 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.
Nadex 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. See also Chapter 11 of
these Rules.

RULE 2.7 INDEMNIFICATION OF DIRECTORS, OFFICERS, AND OTHERS

Nadex 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 Nadex or is or was serving at the request of Nadex as
a director, officer, employee, or agent of Nadex 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. Nadex may purchase and maintain insurance on behalf of any person
who is or was a director, officer, employee, or agent of Nadex 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 Nadex 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
Nadex from using or disclosing material, nonpublic information gained through their employment or
board service in certain circumstances. This Rule prohibits the use and disclosure forbidden by
Commission Regulation 1.59. In this regard, Nadex has adopted provisions of Regulation 1.59 as a Rule
of Nadex in Chapter 11 of these Rules.

(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, nonpublic 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.
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(c) No employee, consultant, or member of the board of directors or any committee of Nadex
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 Nadex
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) No Member who inadvertently or otherwise comes into possession of any material, non-
public information held by Nadex or any employee, consultant, or member of the board of directors or
any committee of Nadex gained through their employment by or service to Nadex will disclose to
anyone such material, non-public information or trade for such person’s account, or for or on behalf of
any other account, in any commaodity interest on the basis of such material, nonpublic information.

99 ¢

(f) For purposes of this Rule, the terms “material information,” “nonpublic information,” “linked
exchange”, “commodity interest,” and “related commodity interest” have the same meanings as they do

in Commission Regulation 1.59.

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

RULE 2.9 LIMITATION ON TRADING BY AFFLIATES

Except for any duly authorized Market Maker, no Affiliate of Nadex nor any employee thereof
may trade on any Nadex Market for such Affiliate’s or employee’s own account. This rule does not
prohibit an Affiliate of Nadex properly registered as a Futures Commission Merchant from becoming a
FCM Member of the Exchange and acting as an intermediary for its customers on the Exchange.
Exchange jurisdiction over the Person, as well as the Person’s agreement to be bound by the Nadex
Rules and obligation of cooperation and participation in investigatory and disciplinary processes, shall
continue beyond the revocation or termination of the Person’s trading privileges with respect to any
transactional or Rule-related matter involving the Person, occurring before the revocation or termination
of trading privileges, regardless of whether the matter was discovered prior to or after the revocation or
termination of the Person’s trading privileges.

RULE 2.10 CONSENT TO JURISDICTION

Any Person initiating or executing a transaction on or subject to the Rules of the Exchange
directly or through an intermediary, and any Person for whose benefit such a transaction has been
initiated or executed, expressly consents to the jurisdiction of the Exchange and agrees to be bound by
and comply with the Rules of the Exchange in relation to such transactions, including, but not limited to,
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rules requiring cooperation and participation in investigatory and disciplinary processes. Any futures
commission merchant, introducing broker, associated person, or foreign Person performing a similar
role, that charges a commission or fee in connection with transactions on or subject to the Rules of the
Exchange also expressly consent to the Exchange’s jurisdiction. The consent to jurisdiction under this
Rule shall continue notwithstanding a termination of any Person’s membership.

Remainder of page left blank
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CHAPTER 3 MEMBERS
RULE 3.1 TRADING MEMBERS - APPLICATIONS, CLASSIFICATIONS, AND PRIVILEGES
@) To be eligible to become a Trading Member:
(i) An applicant who is an individual, must:

1) provide Nadex with any information or documentation Nadex
deems necessary in order to verify the applicant’s identity, perform a criminal
background check, or otherwise review information provided on an Application for
Membership or by a third party provider?;

2) have an account or accounts in the Trading Member’s name with a
US Financial Institution that the Trading Member will use to fund its Nadex account
at the Nadex settlement bank, and to receive funds from its Nadex account, or, if the
Trading Member is a non-United States resident, have an account or accounts in the
Trading Member’s name with either a US Financial Institution or a Foreign Bank
capable of transacting with Nadex’s settlement bank either directly, through a
Correspondent Account, or other acceptable intermediary that the Trading Member
will use to fund its Nadex account at the Nadex settlement bank, and to receive funds
from its Nadex account via one of the acceptable methods as stated on the Nadex
website?; and

3) certify that

(A) the applicant is old enough to enter into a legally enforceable
contract and has reached the required age as stated on the Membership
Agreement;

(B) the applicant has read, understands and agrees to comply with
the Nadex Rules, Risk Disclosure Statement, Terms of Use, Privacy
Policy, and Membership Agreement;

(C) the applicant agrees to be bound by these Rules; and

2 Required documentation may vary depending on the applicant’s residential location. Specific residential
locations from which Nadex may accept applications for Membership will be identified on the Nadex
Membership application.

3 All funds deposited into the Trading Member’s Nadex account at the Nadex settlement bank shall be in U.S.
dollars. All withdrawal payments from the Trading Member’s Nadex account will also be made in U.S. dollars.
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(D) the applicant will trade only for itself and will not trade as an
intermediary for any other person or entity.

(if) An applicant that is an entity must
(1) be organized in the United States;
(2) provide Nadex with a valid Taxpayer Identification Number;

(3) provide Nadex with a valid Legal entity Identifier as described in
Commission Regulation §45.6;

(4) have an account or accounts in the Trading Member’s name with a
Financial Institution that the Trading Member will use to fund its Nadex account at
the Nadex settlement bank, and to receive funds from its Nadex account, via one of
the acceptable methods as stated on the Nadex website; and

(5) designate Authorized Trader(s) to trade its account and agree that such
Authorized Trader(s) will trade only for it and will not trade for him/herself or as an
intermediary for any other entity or person;

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

(7) agree to be bound by these Rules; and
(8) certify that

(A) the applicant is validly organized, in good standing, in the
United States;

(B) the applicant is authorized by its governing body and, if
relevant, documents of organization, to trade commaodities, swaps, futures
and options contracts, and

(C) the applicant has read, understands and agrees to comply with
the Nadex Rules, Risk Disclosure Statement, Terms of Use, Privacy
Policy, and Membership Agreement.

(b) In order to become a Trading Member, an applicant who is an individual must complete and
submit the Nadex on-line membership application, provide Nadex with any other information Nadex
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may request, and fund its Nadex account by transferring to the appropriate segregated Cleared Swap
Proprietary Account at Nadex’s settlement bank an initial deposit of no less than $250 in funds from its
account at a Financial Institution. Nadex may return any account balance and terminate any account
upon the discovery that the Membership Application was completed by anyone other than the named
individual identified on the Membership Application. An applicant who is an entity must complete an
Account Certification, Membership Agreement, and W-9, which collectively shall constitute the
membership application, provide Nadex with any other information Nadex may request, and fund its
Nadex account by transferring to the appropriate segregated Cleared Swap Proprietary Account at
Nadex’s settlement bank an initial deposit of no less than $250 in funds from its account at a Financial
Institution. All funds deposited by Trading Members shall constitute “Member Property” in accordance
with CFTC Regulations.

(c) Submission of a membership application to Nadex constitutes the applicant’s agreement to
be bound by these Rules and other policies of Nadex.

(d) Ifan application is approved by Nadex and the Nadex settlement bank confirms to Nadex
that the applicant has deposited with it the funds required in paragraph (b) of this Rule, the applicant will
be a Trading Member of Nadex and will have the following privileges, which Nadex may revoke,
amend, or expand in accordance with, or by amending, these Rules:

(1) to maintain a Nadex account;
(ii) to buy Contracts on the Market using the funds in its Nadex account;
(iii) to sell Contracts on the Market using the funds in its Nadex account;

(iv) to view “real-time” the same best bids to buy and offers to sell the Contracts traded
on the Market as are available to all other Members;

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

(vi) to view all non-secure parts of the Nadex website, including these Rules, and
descriptions of Contracts traded on the Market as well as all secure parts of the Nadex
website outlined above in Rule 3.1(d)(i) — (vi).

(e) Nadex may in its sole discretion approve, deny, or condition any Member application as
Nadex deems necessary or appropriate.

(f) A Trading Member that is an individual, may not maintain and/or trade more than one Nadex
account. No Authorized Trader(s), nor any officer, director, member, manager, owner, or indirect
owner, of a Trading Member that is an entity may maintain a separate Nadex account and/or trade any
Nadex account other than that entity’s account.
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RULE 3.2 FCM MEMBERS - APPLICATIONS, CLASSIFICATIONS, AND PRIVILEGES
(@) To be eligible to become a FCM Member, an applicant must:
(i) be validly organized, in good standing, in the United States;
(ii) be registered as a Futures Commission Merchant by the National Futures Association;
(iii) have adequate financial resources and credit as determined by Nadex;

(iv) have an account or accounts with a Financial Institution designated as a settlement
bank by Nadex;

(v) designated at least one officer who is responsible for supervising all activities of its
employees relating to transactions effected on the Nadex or subject to Nadex Rules and
provide any information Nadex may request regarding such FCM Member;

(vi) submit to Nadex a letter confirming that the applicant will maintain all Customer
funds deposited with it in connection with trading any Nadex Contracts in appropriately
labeled and segregated Cleared Swaps Customer Accounts separated from funds of both
the FCM Member and futures customers, as required by Commission regulations;

(vii) agree to be bound by these Rules; and

(viii) meet any other criteria or complete any additional applications that Nadex may
request.

(b) Prior to becoming a FCM Member, FCM Member applicants must submit to Nadex:

(i) a guarantee agreement on a form prescribed by Nadex defining the FCM Member’s
obligation to guarantee the applicant’s transactions and those of the applicant’s Customers,
signed by the FCM Member; and

(i) an agreement authorizing Nadex to unilaterally debit any accounts identified per Rule
3.2(a)(iv) in accordance with Nadex’s rules, policies and procedures and in amounts solely
determined by Nadex.

(c) Nadex may in its sole discretion approve, deny, or condition any FCM Member application
as Nadex deems necessary or appropriate.

(d) Ifan FCM Member application is approved by Nadex, the applicant will be a FCM Member
of Nadex and will have the following privileges:

(i) to intermediate Customer transactions on Nadex;
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(ii) to distribute Nadex data to its Customers pursuant to any data distribution agreement
with Nadex; and

(i) to access Nadex’s trading systems electronically via a FIX connection (Internet —
SSL only).

RULE 3.3 MEMBER OBLIGATIONS

(a) Each Member and any Authorized Trader(s) thereof, must comply with these Rules,
applicable provisions of the Commodity Exchange Act, and relevant Commission regulations. Each
Member and any Authorized Trader(s) thereof must also cooperate promptly and fully with Nadex, its
agents, and/or the Commission in any investigation, call for information, inquiry, audit, examination, or
proceeding. Such cooperation shall include providing Nadex with access to information on the activities
of such Member and/or Authorized Trader in any referenced market that provides the underlying prices
for any Nadex market. Additionally, each Member must update its e-mail address within 24 hours after
any change and update all other information provided in its application for membership within five days
after that information has changed. If any Member or Authorized Trader(s) thereof fail to satisfy these
obligations, Nadex may revoke or suspend the Member’s privileges in full or in part. Each Member
may also be subject to civil or criminal prosecution.

(b) Each Member consents to allow Nadex to provide all information Nadex has about the
Member, including the Member’s trading activity, to the Commission or any other 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 regulatory or self-regulatory
bodies, law enforcement authorities, or judicial tribunals.

(c) Each Member and each Member’s Authorized Trader(s) are required to review the “Notices”
section of the Nadex website to make itself aware of material changes to these Rules or other notices
that may affect your rights and obligations as a Member of Nadex.

(d) Each Member must immediately notify Nadex in writing upon becoming aware:

(i) that the Member, any of the Member’s officers or any of the Member’s Authorized
Traders has had access or trading privileges suspended, or membership denied, in any
commaodity, securities, or swaps exchange, brokerage, association, or Regulatory Agency;

(ii) that the Member, any of the Member’s officers or any of the Member’s 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 the Member, any of the Member’s officers or any of the Member’s Authorized
Traders has been convicted of, plead 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,
tax evasion, counterfeiting, false pretenses, bribery, gambling, racketeering, or
misappropriation of funds, securities or properties; or

(2) any transaction in or advice concerning swaps, futures, options on
futures, leveraged transactions or securities;

(iv) that the Member, any of the Member’s officers or any of the Member’s Authorized
Traders has been subject to, or associated with a firm that was subject to regulatory proceedings
before any governmental or Regulatory Agency;

(v) that the Member, any of the Member’s officers or any of the Member’s 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 Member’s
membership application;

(vii) of any failure to segregate or maintain adequate Customer funds as required by the
Commission when the Member is a FCM Member;

(viii) of becoming subject to early warning reporting under Commission Regulation 1.12;

(ix) of becoming the subject of a bankruptcy petition, receivership proceeding, or the
equivalent, or being unable to meet any financial obligation as it becomes due; or

(x) of information that concerns any financial or business developments that may
materially affect the Members’ ability to continue to comply with participation requirements.

(e) Each Member must diligently supervise all activities of the Member’s employees and/or
agents, including all Authorized Traders, relating to transactions effected on Nadex. Any violation of
these Rules by any employee of a Member may constitute a violation of the Rules by such Member.

(f) A Member is not required to engage in trading activity or maintain a minimum balance in its
account after initial funding. 1f a Member does not engage in any trading activity or maintain a positive
balance for a period of one year, however, that Member’s account and membership may be terminated.
A Person whose membership is terminated pursuant to this provision may re-apply for membership at
any time following such termination.

RULE 3.4 FCM MEMBER OBLIGATIONS

In addition to the obligations applicable to all Members, FCM Members shall have the following
obligations:
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(a) Each FCM Member must at all times maintain the financial resources at or in excess of the
amount prescribed by Nadex from time to time as a FCM Member of Nadex. FCM Members may
maintain two settlement accounts at Nadex. One settlement account will contain cleared swaps
customer collateral and will be held separately from the members’ property and from the funds of such
FCM Member held for futures trading (“Cleared Swaps Customer Account™), while the other settlement
account will hold Member Property of the FCM Member (“Cleared Swaps Proprietary Account”).

(i) As futures commission merchants, all FCM Members must comply with the financial
and reporting requirements set forth by the Commission and the National Futures Association,
including the requirements contained in Commission Regulations 1.10 and 1.17.

(i) Cleared Swaps Customer Account

(1) The Cleared Swaps Customer Account will contain separate position
accounts for each FCM Member Customer.

(2) Each FCM Member shall be required to make an initial deposit of at
least $100,000 of funds constituting the FCM’s residual interest therein, into its
FCM Member Cleared Swaps Customer Account for excess collateral with
Nadex.

(3) If the available balance of the FCM Member’s residual interest in the
Cleared Swaps Customer Account falls below $50,000, the FCM Member must
promptly deposit additional funds into the account to increase the available
balance of such residual interest to at least $100,000.

(4) FCM Member cannot withdraw funds from its residual interest in the
Cleared Swaps Customer Account if, after such withdrawal, the available residual
interest balance would be less than $100,000 except on termination of
Membership.

(iii) Cleared Swaps Proprietary Account

(1) The Cleared Swaps Proprietary Account will contain separate position
accounts for any error accounts and test accounts of the FCM Member and/or any
personal trading accounts of APs/employees. For the purposes of this Rule 3.4,
“APs/employees” includes all associated persons (“APs”’) and employees of the
FCM Member, as well as those of the FCM Member’s guaranteed introducing
brokers (“GIBs”).

(2) Except as set forth herein, a FCM Member shall treat an account of an

AP/employee like an account of a FCM Member Customer. An AP/employee
shall deposit funds with the FCM Member sufficient to fully collateralize all
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orders given by the AP/employee to the FCM Member prior to submission of
such orders to the Exchange. Such funds, if and when transferred to Nadex, will
be held by Nadex in the Cleared Swaps Proprietary Account. A FCM Member
will be required to ensure that the AP/employee has on deposit with the FCM
Member enough funds to fully collateralize the AP’s/employee’s orders before
any such order is submitted to Nadex.

(b) Each FCM Member must submit statements of financial condition at such times and in such
manner as shall be prescribed from time to time.

(c) Each FCM Member must maintain a separately identifiable position account for each
Customer and provide the identifier for such account with every order submitted to Nadex.

(d) Each FCM Member must use due diligence in receiving and handling orders from
Customers, submitting such orders onto Nadex on behalf of such Customers, responding to inquiries
from Customers about their orders and reporting back to Customers the execution of such orders.

(e) Each FCM Member must maintain policies and procedures acceptable to Nadex that:

(i) with respect to each FCM Customer who is an individual, restricts access to any
system through which such individual Customer submits orders to the FCM Member for
transmission to Nadex to that individual Customer; and

(i) with respect to each FCM Customer who is not an individual:

(1) restricts access to any system through which the Customer’s orders
may be submitted to the FCM Member for transmission to Nadex to such
individuals authorized to enter orders on behalf of such Customer;

(2) requires each FCM Customer who is not an individual to have and
maintain a CFTC Interim Compliant Identifier or such other Legal Entity
Identifier deemed acceptable under CFTC regulations, which shall be provided to
Nadex with each order message submitted by such Person; and

(3) identifies each individual authorized to enter orders on behalf of such
Customer by a distinct user identification code, which shall be provided to the
FCM Member and Nadex with each order message submitted by such Person; and

(4) requires the customer to maintain and provide to the FCM Member or
Nadex upon request by the FCM Member or Nadex information identifying any
individual who has entered orders on behalf of such Customer’s account,
including but not limited to the individual’s name, taxpayer or other identification
number, affiliation to the Customer, address and contact information.
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(H No FCM Member may maintain a proprietary trading account for Nadex contracts.
Notwithstanding the foregoing, a FCM Member may maintain error accounts and/or test accounts.

(g) An AP/employee may trade Nadex contracts for his or her personal account under the
following circumstances:

(i) All such trading of Nadex contracts by an AP/employee shall occur in a trading
account held by the FCM Member with which he or she is registered or employed (or, in the case of
an AP or an employee of a GIB, the FCM Member who guarantees that IB). No AP/employee may
be a direct (i.e., non-intermediated) Trading Member of Nadex or maintain an interest in or control
the trading in the account of any direct Trading Member of Nadex.

(i) The FCM Member must notify Nadex in writing, prior to permitting the FCM
Member’s AP/employee to submit orders to the Exchange, of the AP’s/employee’s name and
account identifier.

(iii) The FCM Member must notify Nadex immediately, in writing, in the event that the
FCM Member’s AP/employee is no longer registered and/or employed by the FCM Member.

(h) Prior to a FCM Member accepting any orders from a Customer for submission to Nadex, a
FCM Member must first have provided such Customer with the Nadex Risk Disclosure Statement.

(i) Priorto a FCM Member accepting any orders from a Customer for submission to Nadex, Nadex
will require certification by the FCM Member to Nadex that its system has the capacity to block cleared
swaps customer collateral in accordance with the requirements of Rule 5.5(b) and demonstrate that
capacity to Nadex. In addition, on an annual basis or as otherwise required by Nadex, each FCM
Member must represent to Nadex that the portion of the FCM Member’s system that blocks cleared
swaps customer collateral has not been changed in any material respect or, if the system has been
changed, the FCM Member must identify any such changes and recertify the system’s capacity to block
cleared swaps customer collateral in accordance with the requirements of Rule 5.5(b). Finally, each
FCM Member agrees to submit to any compliance review by Nadex of its systems in this regard.

(1) With respect to the APs/employees of a FCM Member:

(i) Each FCM Member shall be responsible for diligently supervising the FCM
Member’s AP’s/employee’s compliance with all Exchange rules.

(i) Each FCM Member must maintain a complete and accurate list of all APs/employees
of the FCM Member. Such list shall be promptly provided to the Exchange upon request.

(iii) APs/employees must comply with Exchange rules. Each AP/employee shall be
bound by Exchange rules to the same extent as if such person were a member.
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(iv) Each FCM Member shall be responsible for the acts or omissions of the FCM
Member’s APs/employees, and may be liable for any fines imposed upon such APs/employees
by the Exchange. Any violation of an Exchange rule by any such AP/employee may be
considered a violation by the FCM Member.

(k) Each FCM 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.

() Each FCM Member must make and file reports with Nadex at such times, in such manner
and form, and containing such information as Nadex may prescribe from time to time.

(m) Each FCM Member, upon a request of Nadex or any Regulatory Agency, must promptly
respond to any requests for information.

(n) Each FCM Member may invest cleared swaps customer collateral only in accordance with
Commission Regulations 22.2(e)(1) and 1.25.

(o) Each FCM Member must prepare, maintain and keep current those books and records
required by the rules of Nadex, the CEA and/or the Commission’s Regulations. Such books and records
shall be open to inspection and promptly provided to Nadex, its Designated Self Regulatory
Organization (“DSRO”), the Commission and/or the U.S. Department of Justice, upon request.

RULE 3.5 AUTHORIZED TRADERS

(@) A Trading Member other than a natural person must register one or more individuals who
will be Authorized Trader(s) for the Trading Member’s account, who are subject to approval by Nadex.
The Trading Member and the Authorized Trader must provide Nadex with any information it requests in
connection with this registration process. Before an Authorized Trader may enter orders or execute
trades on the Market, he/she must acknowledge having read and understood these Rules and agree to
comply with these Rules. Only those individuals authorized by the Trading Member and approved by
Nadex may enter and execute transactions on the Market for the Trading Member’s account. Any
Authorized Trader engaging in activity on the market may do so using only that Authorized Trader’s
unique username and login credentials.

(b) Nadex may withdraw or suspend the registration of any Authorized Trader if Nadex
determines that;

(i) an Authorized Trader has caused the Trading Member to fail to comply with
the Rules of Nadex;

(ii) an Authorized Trader is not properly performing the responsibilities of an
authorized representative of a Trading Member;
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(iii) an Authorized Trader has failed to comply with the conditions set forth in

paragraph (a) of this Rule; or

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

(c) If the Trading Member withdraws or Nadex suspends the registration of any Authorized
Trader, the Trading Member must ensure that such Authorized Trader does not submit any quotes or
orders into the Nadex system.

(d) The registration of an Authorized Trader will be withdrawn upon the written request of
either the Authorized Trader or the Trading Member for which an Authorized Trader is registered. Such
written request shall be submitted in a manner prescribed by Nadex. Until such written request is
received and processed by Nadex, or an Authorized Trader’s registration is suspended or withdrawn
pursuant to paragraph (c) of this Rule, a Trading Member will be responsible for all activity of such
Authorized Trader(s) related to Nadex.

RULE 3.6 REJECTION OF APPLICANT AND LIMITATIONS OF TRADING PRIVILEGES

(@)

Notwithstanding Nadex’s authority granted under any other Rule, Nadex may, in its sole
discretion, deny any Member application, or suspend, revoke, limit, condition, restrict, or
qualify the trading privileges of any account owner pursuant to this Section (a) or
authorized trader of an account owner as it deems necessary or appropriate®.

(b) An account owner or an authorized trader of an account owner who has had trading

(©)

privileges limited pursuant to Section (a) of this Rule will be provided, in writing, the
reason such action was taken.

If Nadex denies the membership application of any Person or places limitations on
trading privileges pursuant to this section, the applicant, account owner or authorized
trader whose trading privileges have been limited may appeal the decision by filing with
the CEO of Nadex a petition for review of such membership denial or trading limitation.
The petition should describe in detail the reasons why the membership application should
be granted or trading limitations removed. The petition must be filed within thirty (30)
calendar days from the date upon which notice of the denial of membership or limitation
of trading privileges was provided by Nadex. The decision of the CEO will be final. A
Person that has been denied membership by the CEO will not be eligible for reapplication
during the six months immediately following such denial.

4 Please reference Notice 851.042117 in the Notices section of the Nadex website for an informational Q&A page regarding

this Rule.
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(d) If trading privileges are limited pursuant to Section (a) of this Rule, Nadex may initiate a
transfer of the Member’s balance to the bank account on record.

RULE 3.7 COMMUNICATIONS BETWEEN NADEX AND MEMBERS

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

RULE 3.8 DUES, FEES, AND EXPENSES PAYABLE BY MEMBERS
() Members are not required to pay dues.

(b) Members may be charged fees in connection with the trading of Contracts in an amount to be
reflected from time to time on Nadex’s website.

(c) Members may be charged fees for settlement of Contracts at Expiration in an amount to be
reflected from time to time on Nadex’s website.

(d) Members may be changed an inactivity fee after a period of account dormancy as reflected
from time to time on Nadex’s website.

(e) Nadex or its settlement bank may also deduct from the Member’s account fees or expenses
incurred in connection with the Member’s trading or account activity or Nadex’s administration in
connection with that activity, such as fees for wire transfers, check processing via electronic check. All
such fees will be charged in an amount to be reflected from time to time on Nadex’s website.

(F) If Nadex determines in the future to impose dues or additional fees, the Member will be
provided notice of the change at the time the amended fees are filed with the Commission. The new fee
structure will be implemented no earlier than on the first available trade date for which the change may
be implemented according to the Commission’s self-certification filing requirements as set forth in
Commission Regulation §840.6(a).

Remainder of page left blank
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CHAPTER 4 MARKET MAKERS
RULE 4.1 REGISTRATION OF MARKET MAKERS

(@) Only Trading Members in good standing who are not individuals may become a Market
Maker of Nadex. A Member shall file a written Market Maker Application with Nadex. Nadex shall
consider such factors as business reputation, financial resources and trading activity in relevant swaps,
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 Nadex at any time
and for any reason.

RULE 4.2 APPOINTMENT OF MARKET MAKERS

(a) Nadex shall appoint Market Makers to certain Classes of Contracts (“Designated Classes™)
traded on Nadex. In making such appointments, Nadex 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.

(c) Nadex 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) Nadex 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, Nadex 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),or (iii) suspend, terminate or restrict the Market
Maker’s registration as such.

RULE 4.3 BENEFITS OF BECOMING A MARKET MAKER

(a) Market Makers will have access to Nadex via the FIX gateway for an additional fee to be
determined by Nadex. Market Makers may connect via the FIX Gateway over the Internet or dedicated
private circuit. Use of dedicated private circuit is only permitted for the submission of quotes.
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(b) Market Makers may receive reduced trading fees as an incentive for fulfilling the
obligations of a market maker. For example, trading fees for Market Maker transactions via the FIX
gateway may be less than other Trading Member fees via the FIX gateway.

(c) Market Makers shall have access to a designated group of operational and technical
specialists at Nadex who handle issues relating to Market Makers.

RULE 4.4 OBLIGATIONS OF MARKET MAKERS

(a) 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 do the following:

(i) trade for the proprietary account of the Market Maker only;

(if) maintain at least the minimum capital on deposit with Nadex in accordance with the
terms of the applicable Market Maker Agreement;

(iii) comply with all other terms of the applicable Market Maker Agreement; and

(iv) maintain two-sided displayed quotes, insofar as required by the Market Maker
Agreement, of a minimum designated quantity (“Size”) within a predefined spread (“Bid/Ask
Spread”) for a Series of Contracts for a certain period of time throughout the trading day, and
comply with all other terms of the applicable Market Maker Agreement.

(1) In ordinary market conditions, quotes must be made within a
maximum Bid/Ask Spread.

(2) The Market Maker Agreement sets forth specific conditions under
which a Market Maker is permitted to refrain from quoting binding bid and offer
prices.

(b) A Market Maker has a continuous obligation to engage, to a reasonable degree under the
existing circumstances, in dealings for the account of the Market Maker when there exists, or it is
reasonably anticipated that there will exist, a lack of price continuity or a temporary disparity between
the supply of and demand for quotations in a Series of a Designated Class to which the Market Maker is
appointed. Without limiting the foregoing, a Market Maker is expected to perform the following
activities in the course of maintaining a fair and orderly market;

(i) To post bid and ask quotations in all Designated Classes to which the Market Maker
is appointed that, absent changed market conditions, will be honored by the Market Maker.
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(if) To update quotations in response to changed market conditions in all Designated
Classes to which the Market Maker is appointed.

(iii) All Market Maker quotations shall be submitted as “Post-Only Quotes”. A Market
Maker is not permitted to submit Non Post-Only Orders.

(iv) In the event a Market Maker has built a position size equal to or greater than 90% of
any applicable position limit in a particular Class or Contract, Market Maker is
temporarily relieved of its quoting obligation for such Class or Contract until Market
Maker’s position in such Class or Contract has been reduced to 75% of the applicable
position limit, at which time quoting obligations as set forth in the Market Maker
Agreement will resume.

(c) Like other Members of Nadex, a Market Maker may not attempt to execute a trade unless it
has the excess funds in its Nadex account necessary to fully collateralize its obligations of the trade.

(d) Alternative Position Limits for Certain Contracts

Q) Approved Market Makers who are engaged in bona fide market-making activity
shall be exempt from the position limits for those Binary Contracts defined in

(1) Rules 12.55 (Japan 225), 12.57 (China 50),12.65 (Wall Street 30),
12.63 (US Tech 100), 12.59 (US 500) and 12.61 (US SmallCap 2000). Instead,
such Market Makers shall be subject to Alternative Position Limits of twice the
limit identified for such Binary Contract in Chapter 12. In addition, such
Alternative Position Limits shall apply not to the entire class of Binary Contracts,
but to each Binary Contract in that Class (i.e., per strike).

(2) Rules 12.5 (Gold), 12.7 (Silver), 12.9 (Crude Oil), 12.11 (Natural
Gas), 12.49 (FTSE 100) and 12.51 (Germany 30). Instead, such Market Makers
shall be subject to Alternative Position Limits of the limit identified for such
Binary Contract in Chapter 12, which limit shall apply not to the entire class of
Binary Contracts, but to each Binary Contract in that Class (i.e., per strike).

(i)  Approved Market Makers who are engaged in bona fide market-making activity
shall be exempt from the position limits for those Touch Bracket Variable Payout Contracts
defined in Rules 12.28.2 (EUR/USD), 12.30.2 (GBP/USD), 12.34.2 (USD/CHF), 12.36.2
(USD/JPY), 12.58.2 (US 500), 12.60.2 (US SmallCap 2000), 12.62.2 (US Tech 100), and
12.64.2 (Wall Street 30). Instead, such Market Makers shall be subject to Alternative
Position Limits of ten times the limit identified for such Touch Bracket Contracts in
Chapter 12. In addition, such Alternative Position Limits shall apply not to the entire class
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of Touch Bracket Contracts, but to each Touch Bracket Contract in that Class (i.e., per
strike).

(i) A Market Maker taking advantage of this exemption and an Alternative Position
Limit must, within 1 business day following a request by Nadex’s Compliance Department,
provide the Nadex Compliance Department with a trade register detailing all forex or
futures trading activity in any account owned or controlled by the Market Maker in any
relevant Underlying market during the 15 minutes immediately before and after any
expiration time identified by Nadex’s Compliance Department in the request.

(e) Duly appointed Market Makers may be charged a Wide Spread Surcharge as set forth in the
fee schedule.

Remainder of page left blank
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CHAPTER 5 METHOD FOR MEMBERS TO TRADE CONTRACTS

RULE 5.1 PRIOR REVIEW OF RISK DISCLOSURE STATEMENT AND THESE RULES AND
ACCEPTANCE OF TERMS OF MEMBERSHIP AGREEMENT IS REQUIRED

(a) Trading Member Applicants: No Person may become a Trading Member of Nadex or trade
any Contracts on the Market unless such Person has received, read, understood, and accepted the Nadex
Risk Disclosure Statement, Terms of Use, Privacy Policy, these Rules, and the Nadex Membership
Agreement for Trading_Members, and has certified having have done so.

(b) FCM Member Applicants: No entity may become a FCM Member of Nadex or intermediate
the trading of any Contracts on the Market unless such entity has received, read, understood, and
accepted these Rules, Terms of use, Risk Disclosure Statement, Privacy Policy, and the Nadex
Membership Agreement for FCM Members, and has certified having done so.

(c) Customers of FCM Members: No Person may be permitted by a FCM Member to enter
orders or otherwise engage in any Nadex trading activity as a customer of that FCM Member unless
such FCM Member has obtained certification from the customer that the customer has received, read,
understood, and accepted these Rules, Risk Disclosure Statement, Privacy Policy, and the Terms of Use.

RULE 5.2 TRADING MEMBER AND AUTHORIZED TRADER ACCESS TO NADEX

(a) During the Nadex membership application process, an applicant to become a Trading
Member will be required to choose a user identification (“ID”) and password. The applicant will be
required to enter the 1D and password to log onto and access secure portions of the Nadex website. Each
time the applicant submits its unique user ID and password to Nadex in order to log onto Nadex, the
applicant affirms that it understands and agrees to be bound by these Rules and other policies of Nadex,
as amended.

(b) After an applicant’s membership application has been approved by Nadex and the applicant
has deposited the requisite amount of funds into its account as specified under Rule 3.1(b), the applicant
becomes a Trading Member. As a Trading Member, such Person will be able to access the Market,
execute trades, and otherwise access information regarding, or perform functions in, such Person’s
account using its ID and unique password.

(c) Each Authorized Trader shall maintain a unique 1D and password, separate from the ID and

password belonging to the entity Trading Member and from any other Authorized Trader of the Trading
Member, in order to access the markets and engage in activity on behalf of its Trading Member.
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(d) For account security and audit trail purposes, each Trading Member agrees that Nadex may
maintain logs of its IP address, and the IP address of any Authorized Trader, used to access the Nadex
website.

(e) Each Trading Member will be responsible for protecting its ID and password, and with
respect to an entity Trading Member, the 1D(s) and password(s) of its Authorized Trader(s), from
improper disclosure. In addition, a Trading Member may not knowingly or negligently permit any
Person not authorized by Nadex and by the Trading Member to use the ID and password to access the
secure portion of the Nadex website. A Trading Member that is an entity, and its Authorized Trader(s)
are prohibited from allowing any other person or entity from using these credentials to access the Nadex
markets. Each Trading Member is required to immediately notify Nadex if it knows, or has reason to
believe, that its ID or the ID and/or password of any Authorized Trader have been disclosed to any
Person not authorized by Nadex and the Trading Member to use such ID and/or password. Under any
circumstances, the Trading Member will be deemed to know that such ID and/or password have been
disclosed to an unauthorized person 12 hours after any order is entered by that unauthorized person in
your account.

(f) Each Trading Member will be liable for all costs and any losses that it may incur from
transactions executed on Nadex by any person, authorized or not, using its ID and password or the ID
and/or password of any Authorized Trader. Nadex will not be responsible in any way for unauthorized
transactions in a Trading Member’s account.

(g) Each Trading Member is responsible for contracting with an Internet service provider
through which it will access the Nadex website and for having a backup service provider if the Trading
Member thinks it is necessary. Each Trading Member is also responsible for maintaining an Internet
connection speed adequate for its needs. Nadex will not be responsible in any way for any orders
delayed or trades missed or not executed in a timely fashion because of failure of the Trading Member’s
Internet service provider or slowness of its Internet connection speed. No communication from a
Trading Member will be deemed to have been received by Nadex until that communication is logged by
the Nadex server.

(h) Nadex in its discretion may place a Trading Member’s account on hold (prohibiting any
order activity) or on hold-liquidation only (allowing only orders to liquidate existing positions). In such
circumstances, Nadex will promptly notify the affected Trading Member of the nature of and reason for
the action.

RULE 5.3 TRADING CONTRACTS — TRADING MEMBERS

(@) Trading Members will be able to trade (1) Variable Payout Contracts by entering bids or
offers at prices based on the values or levels of the Underlying at which they are willing to open a Long
Variable Payout Contract or a Short Variable Payout Contract and (2) Binary Contracts by entering
bids to purchase or offers to sell those Contracts at which Trading Members are willing to open or close
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a long position in a Binary Contract or open or close a short position in a Binary Contract. After
logging into the secure portion of the Nadex website, the Trading Member will input its orders into the
Nadex trading system.

(b) When a Trading Member’s order is matched by an order from another Member(s);

(i) If the Trading Member’s order is to enter into one or more Variable
Payout Contracts for which that Trading Member does not have an offsetting position in its
account, Nadex will check its account to ensure it has enough funds to cover its maximum
loss under the Variable Payout Contract(s) it is attempting to enter into. If the Trading
Member does not have the necessary funds in its account, Nadex will cancel its order prior
to trade execution. If the Trading member does have the necessary funds in its account,
Nadex will execute the trade. Upon trade execution, Nadex will: (1) debit the funds from
the Trading Member’s account in an amount necessary to cover the maximum 10ss, (2)
credit that amount to the Nadex settlement account, and (3) place the Variable Payout
Contracts that were the subject of the executed trade into the Trading Member’s account
and (4) notify the Trading Member by electronic mail that the trade has been executed.
The maximum amount that the Trading Member can lose under a Long Variable Payout
Contract (and, therefore, the amount that will be debited from its account and then paid into
the Nadex settlement account) is determined by subtracting the Floor from the Opening
Trade Value and then multiplying the resulting figure by the Dollar Multiplier. The
maximum amount that a Trading Member can lose under a Short Variable Payout Contract
is determined by subtracting the Opening Trade Value from the Ceiling and then
multiplying the resulting figure by the Dollar Multiplier.

(ii) If the transaction involves entering into one or more Variable Payout
Contracts for which the Trading Member has an offsetting position in its account (for
example, entering into a Short Variable Payout Contract of a Series when the Trading
Member has a Long Variable Payout Contract of that same Series in its account), upon
execution of the trade Nadex will: (1) close the offsetting position in the Trading Member’s
account; (2) debit the Nadex settlement account in the amount of (A) any gains realized by
the offsetting transaction; and (B) any funds that were debited from the Trading Member’s
account at the time the Variable Payout Contract(s) that is being closed was entered into
and that were not also used to pay any losses on such Contract(s); (3) credit those amounts
to the Trading Member’s account; and (4) notify the Trading Member by electronic mail
that the trade has been executed.

(iii) If the Trading Member’s order is to enter into one or more Binary
Contracts for which it does not have an offsetting position in its account, Nadex will check
the Trading Member’s account to ensure it has enough funds to cover its maximum loss
under the Binary Contract(s) it is attempting to enter into. If the Trading Member does not
have the necessary funds in its account, Nadex will cancel its order prior to trade execution.
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If the Trading Member does have the necessary funds in its account, Nadex will execute
the trade. Upon trade execution, Nadex will: (1) debit the funds from the Trading
Member’s account in an amount necessary to cover the maximum loss, (2) credit those
funds to the Nadex settlement account, and (3) place the Binary Contracts that were the
subject of the order into the Trading Member’s account and (4) notify the Trading Member
by electronic mail that the trade has been executed. The maximum amount that a Trading
Member can lose under a long position in a Binary Contract (and, therefore, the amount
that will be debited from the Trading Member’s account and then paid into the Nadex
settlement account) is determined by the price at which the Trading Member entered into
the long Binary Contract. The maximum amount that the Trading Member can lose under
a short position in a Binary Contract is determined by subtracting the price at which it sold
the position short from the Binary Contract’s Settlement Value. For example, if a Trading
Member enters into a short position in a Binary Contract with a $100 settlement Value at a

trade price of $40, the Trading Member’s maximum loss on that position would be $60
($100- $40 = $60).

(iv) If the transaction involves entering into one or more Binary Contracts for
which a Trading Member has an offsetting position in its account (for example, selling a
position in a Binary Contract of a Series when the Trading Member is long a Binary
Contract of that same Series in its account), upon execution of the trade Nadex will: (1)
close the offsetting position in the Trading Member’s account; (2) debit the Nadex
settlement account in the amount of (A) any gains realized by the offsetting transaction;
and (B) any funds that were debited from the Trading Member’s account at the time the
Binary Contract(s) that is being closed was entered into and that were not also used to pay
any losses on such Contract(s); (3) credit those amounts to the Trading Member’s account;
and (4) notify the Trading Member by electronic mail that the trade has been executed.

(c) If a Trading Member’s order is placed on the market and not immediately matched by an
order from another Member, it will rest on the market until it is matched and executed in accordance
with the procedures outlined above in this Rule, until the Member cancels it, or until it is cancelled by
Nadex upon the Expiration of the Series or otherwise in accordance with these Rules.

RULE 5.4 TRADING CONTRACTS - CUSTOMERS OF FCM MEMBERS

(@) Nonmembers of Nadex will be able to trade Nadex Contracts only as Customers of an FCM
Member and all Customer orders must be transmitted to Nadex from each Customer’s FCM Member.
Each FCM Member shall maintain a secure connection to Nadex and comply with all technical and
other requirements established by Nadex for this purpose.

(b) Each FCM Member shall maintain a separate Nadex Position Account for the positions of

each of its Customers and will indicate, when submitting any orders to Nadex, the Customer Position
Account for which the order is submitted, as well as any other information required by Nadex.
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(c) FCM Members will be able to submit orders for their customers (“FCM Customer Orders”)
to trade (1) Variable Payout Contracts by submitting bids or offers at prices at which the Customer is
willing to open a Long Variable Payout Contract or a Short Variable Payout Contract and (2) Binary
Contracts by entering bids to purchase or offers to sell those Contracts at which the Customer is willing
to open or close a long position in a Binary Contract or open or close a short position in a Binary
Contract.

(d) For purposes of this Rule, “settlement account” refers to the FCM Cleared Swaps Customer
Account if the orders/trades are placed in a FCM Member’s Customer Position Account. “Settlement
account” refers to the FCM Cleared Swaps Proprietary Account if the orders/trades are placed in a FCM
test, error, or AP/employee Position Account.

(e) When a FCM Customer Order is matched by an order from another Member(s):

(i) If the FCM Customer Order is to enter into one or more Variable Payout
Contracts for which that Customer does not have an offsetting position in its FCM Customer
Position Account, Nadex will check the FCM settlement account to ensure it has enough funds
to cover the maximum loss under the Variable Payout Contract(s) that the FCM Customer is
attempting to enter into. If the FCM settlement account d