Making Markets Better

Dear BATS Exchange Member,

Hidden Liquidity Behavior Modification

Effective Friday, February 19, 2010, to comply with BATS Exchange Rule 11.12 Priority of Orders, resting
hidden orders (pegs or limit orders) which lock or cross the BATS Book will remain on the BATS Book yet
will not be executable until they no longer lock or cross the BATS Book and can execute at or between
the NBBO.

*Assume 100 share orders for the same symbol for all examples
Example #1
Today
NBBO BATS Book
10.10X10.11  10.10X10.11 Displayed
10.10 Hidden Post Only Offer (locking the displayed 10.10 Bid on the BATS Book)

Inbound 10.10 10C Bid executes against 10.10 Hidden Post Only Offer.

Effective Friday, February 19, 2010:
NBBO BATS Book
10.10X10.11  10.10X10.11 Displayed
10.10 Hidden Post Only Offer (locking the displayed 10.10 Bid on the BATS Book)

Inbound 10.10 IOC Bid will NOT execute against Hidden Post Only 10.10 Offer, but will cancel back with
no fills. Hidden Post Only Offer is not allowed to execute (but remains hidden on the BATS Book) against
the inbound 10.10 IOC Bid because the resting 10.10 Displayed Bid’s priority would be violated by a later
arriving 10C order.

Example #2
Today:
NBBO BATS Book
10.10X10.11 No Bid X 10.11 Offer Displayed
10.10 Hidden (Not Post Only) Offer
Incoming Order Behavior
1) Inbound 10.10 Post Only Displayed Bid rests locking against 10.10 Hidden Post Only Offer.
2) Inbound 10.10 IOC Bid executes against 10.10 Hidden Post Only Offer.

Effective Friday, February 19, 2010:
NBBO BATS Book
10.10X10.11  No Bid X 10.11 Offer Displayed

10.10 Hidden (Not Post Only) Offer
Incoming Order Behavior
1) Inbound 10.10 Post Only Displayed Bid rests locking against 10.10 Hidden Post Only Offer.
2) Inbound 10.10 IOC Bid will NOT execute against Hidden Post Only 10.10 Offer but will cancel back
with no fills. Hidden Post Only Offer is not allowed to execute (but remains hidden on our book) against
the inbound 10.10 IOC Bid because the resting 10.10 displayed bid’s priority would be violated by a later
arriving 10C order.
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Example #3
Today
NBBO BATS Book
10.10X10.11  10.10X10.11 Displayed (BATS alone at the National Best Bid)
10.09 Hidden Post Only Offer (crossing the displayed 10.10 Bid on the BATS Book)

Inbound 10.10 10C Bid executes at 10.09 against Hidden Post Only Offer. Note: If any other market
center had joined BATS’ best bid of 10.10, this execution would not occur.

Effective Friday, February 19, 2010:
NBBO BATS Book
10.10X10.11  10.10X10.11 Displayed (BATS alone at the National Best Bid)
10.09 Hidden Post Only Offer (locking the displayed 10.10 Bid on the BATS Book)

Inbound 10.10 10C Bid will NOT execute against Hidden Post Only 10.09 Offer, but will cancel back with
no fills. Hidden Post Only Offer is not allowed to execute (but remains hidden on the BATS Book) against
the inbound 10.10 IOC Bid because it would trade through the BATS Book which is alone at the National
Best Bid.

Reminder: BATS Peqging Functionality

As previously announced, effective Friday, February 19, 2010, BATS Exchange will alter the way all peg
orders (primary, market, midpoint, and alternate midpoint) are priced within the system to comply with
BATS Exchange Rules 11.9.(c)(8) Pegged Order and 11.9.(c)(9) Mid-Point Peg Order. Currently, the
BATS Exchange BBO is not included in the NBBO calculation for the purpose of pricing pegs. As a
result, when BATS is alone at the national best bid or offer, a BATS peg order will not peg to the national
best bid or offer. BATS’ System has been operating in this manner since the Exchange launched in
November 2008. Starting Friday, February 19, 2010, the BATS Exchange BBO will be included in the
NBBO calculation used to price all peg orders. A description of all BATS Exchange pegging order types
can be found at http://batstrading.com/resources/features/bats _exchange pegqing.pdf or within our rules
at http://batstrading.com/regulation/.

BATS appreciates your continued business. Please call the BATS Trade Desk or your Director of Sales
with any questions regarding these changes.
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