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Bats BZX Exchange, Inc. Form 1 Registration Statement: Exhibit A

Exhibit A
Exhibit Request:

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

Bats BZX Exchange, Inc. certifies that the information required in this Exhibit A is kept
up to date and is available to the Commission and the public upon request.
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Bats BZX Exchange, Inc. Form 1 Registration Statement: Exhibit B

Exhibit B
Exhibit Request: |

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

Bats BZX Excharige, Inc. certifies that the information required in this Exhibit B is kept
up to date and is available to the Commission and the public upon request.

B-1



Bats BZX Exchange, Inc. Form 1 Registration Statement: Exhibit C

Exhibit C

Exhibit Request:

For each subsidiary or affiliate of the applicant, and for any entity with whom the
applicant has a contractual or other agreement relating to the operation of an electronic
trading system to be used to effect transactions on the exchange (“System”), provide the
following information:

1.

2.

10.

Name and address of organization.
Form of organization (e.g., association, corporation, partnership, etc.).

Name of state and statute citation under which organized. Date of
incorporation in present form.

Brief description of nature and extent of affiliation.

Brief description of business or functions. Description should include
responsibilities with respect to operation of the System and/or execution,
reporting, clearance, or settlement of transactions im conmection with
operation of the System.

A copy of the constitution.

A copy of the articles of incorporation or association including all
amendments.

A copy of existing by-laws or corresponding rules or instruments.

The name and title of the present officers, governors, members of all standing
committees or persons performing similar functions.

An indication of whether such business or organization ceased to be associated
with the applicant during the previous year, and a brief statement of the
reasons for termination of the association.

Bats BZX Exchangg, Inc. certifies that the information required in this Exhibit C is kept
up to date and is available to the Commission and the public upon request.

C-1



Bats BZX Exchange, Inc. Form 1 Registration Statement: Exhibit D

Exhibit D
Exhibit Request:

For each subsidiary or affiliate of the exchange, provide unconsolidated financial
statements for the latest fiscal year. Such financial statements shall consist, at a minimum,
of a balance sheet and an income statement with such footnotes and other disclosures as are
necessary to avoid rendering the financial statements misleading. If any affiliate or
subsidiary is required by another Commission rule to submit annual financial statements, a
statement to that effect with a citation to the other Commission rule, may be provided in lieu
of the financial statements required here.

1. For the unconsolidated financial statements of CBOE Holdings, Inc./
CBOE, LLC/ CBOE III, LLC/ CBOE Futures Exchange, LLC/ Market Data
Express, LLC/ CBOE Livevol, LLC / Loan Markets, LLC/ Chicago Options
Exchange Building Corporation/ CBOE UK Ltd./ CBOE Vest, LLC please
refer to the attachment to this Exhibit D.

2. Chicago Board Options Exchange, Incorporated filed, at the same time as this
filing, financial statements for the year ended December 31, 2016 with the
Commission pursuant to Rule 6a-2(b)(1) under the Securities Exchange Act of
1934.

3. C2 Options Exchange, Incorporated filed, at the same time as this filing, financial
statements for the year ended December 31, 2016 with the Commission pursuant
to Rule 6a-2(b)(1) under the Securities Exchange Act of 1934.

4. For the financial statements of CBOE Stock Exchange, LLC please refer to the
attachment to this Exhibit D.

5. For the financial statements of Signal Trading Systems, LLC please refer to the
attachment to this Exhibit D.

6. For the financial statements of Options Price Reporting Authority, LLC please
refer to the attachment to this Exhibit D.

7. Pursuant to Securities Exchange Act Rule 6a-4, OneChicago, LLC is required to
submit annual financial statements directly to the Commission.

8. Pursuant to Securities Exchange Act Rule 17Ab2-1, The Options Clearing
Corporation is required to submit annual financial statements directly to the
Commission.

9. The Options Exchange, Incorporated is inactive and no part of the capital has
been paid. A financial statement is not available.

D-1



Bats BZX Exchange, Inc. Form 1 Registration Statement: Exhibit D

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

CBOE Hong Kong Limited was formed on May 29, 2017. A financial statement
is not available.

For the financial statements of CBOE V, LLC (successor-in-interest to Bats
Global Markets, Inc.) please refer to the attachment to this Exhibit D.

For the financial statements of Bats Global Markets Holdings, Inc. please refer to
the attachment to this Exhibit D.

For the financial statements of Direct Edge LLC please refer to the attachment to
this Exhibit D.

Bats BYX Exchange, Inc. filed, at the same time as this filing, financial
statements for the year ended December 31, 2016 with the Commission pursuant
to Rule 6a-2(b)(1) under the Securities Exchange Act of 1934.

Bats EDGA Exchange, Inc. filed, at the same time as this filing, financial
statements for the year ended December 31, 2016 with the Commission pursuant
to Rule 6a-2(b)(1) under the Securities Exchange Act of 1934.

Bats EDGX Exchange, Inc. filed, at the same time as this filing, financial
statements for the year ended December 31, 2016 with the Commission pursuant
to Rule 6a-2(b)(1) under the Securities Exchange Act of 1934.

Bats Trading, Inc. filed financial statements for the year ended December 31,
2016 with the Commission pursuant to Rule 17a-5 under the Securities Exchange
Act of 1934.

For the financial statements of Omicron Acquisition Corp. please refer to the
attachment to this Exhibit D.

For the financial statements of Bats Hotspot Holdings LLC please refer to the
attachment to this Exhibit D.

For the financial statements of Bats Hotspot LLC please refer to the attachment to
this Exhibit D.

For the financial statements of Bats Hotspot Services LLC please refer to the
attachment to this Exhibit D.

For the financial statements of Bats Hotspot SEF LLC please refer to the
attachment to this Exhibit D. '

For the financial statements of Bats Hotspot IB LLC please refer to the
attachment to this Exhibit D.

D-2



Bats BZX Exchange, Inc. Form 1 Registration Statement: Exhibit D

24.

25.

26.

27.

28.

29.

30.

31.

For the financial statements of Bats Worldwide Holdings Limited please refer to
the attachment to this Exhibit D.

For the financial statements of Bats International Holdings Limited please refer to
the attachment to this Exhibit D.

For the financial statements of Bats Hotspot Europe Limited please refer to the
attachment to this Exhibit D.

For the financial statements of Bats Hotspot Asia Pte. Ltd. please refer to the
attachment to this Exhibit D.

For the financial statements of Bats Trading Limited please refer to the
attachment to this Exhibit D.

For the financial statements of Chi-X Europe Limited please refer to the
attachment to this Exhibit D.

For the financial statements of Bats ETF.com, Inc. please refer to the attachment
to this Exhibit D.

For the financial statements of IndexPubs S.A. please refer to the attachment to
this Exhibit D.
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Chicago Board Options Exchange, Incorporated
(a wholly owned subsidiary of CBOE Holdings, Inc.)
Financial Statements as of and for the year-ended
December 31, 2016, and
Independent Auditors' Report



USA

Tel: +1 312 486 1000
Fax: + 1312 247 1486
www.deloitte.com

o Deloitte & Touche LLP
e o I 111 S. Wacker Drive
\ & Chicage, IL 60606

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
Chicago Board Options Exchange, Incorporated:

Report on the Financial Statements

We have audited the accompanying financial statements of Chicago Board Options
Exchange, Incorporated (the “Company”) (a wholly-owned subsidiary of CBOE
Holdings, Inc.), which comprise the balance sheet as of December 31, 2016, and
the related statements of income, stockholder equity, and cash flows for the year
then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with accounting principles generally accepted in
the United States of America; this incitides the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on
our audit. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor's judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the
Company’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Company’s internal
control. Accordingly, we express no such opinion, An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.



We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of Chicago Board Options Exchange,
Incorporated as of December 31, 2016, and the results of its operations and its
cash flows for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 1, the accompanying financial statements have been prepared
from the separate records maintained by CBOE Holdings, Inc. and may not
necessarily be indicative of the conditions that would have existed or the results of
operations if the Company had been operated as an unaffiliated company. Portions
of certain income and expenses represent allocations made from CBOE

Holdings, Inc. applicable to the Company as a whole. :

Debocct v Jowdhe, Ly P2

June 29, 2017



Chicago Board Options Exchange, Incorporated
Balance Sheet

December 3%, 2016

. December 31,
(in thousands, except share amounts) 2016
Assets
Current Assefs: .
Cash and cash equivalents. $ 717,661
Accounts receivable—net allowances of $127 56,376
Marketing fee receivable 6,685
Income taxes receivable 331
Other prepaid expenses 3,178
Other current assets 110
Total Current Assets 144,341
Investments 42,742
Property and Equipment:
Construction in progress —
Furniture and equipment 114,895
Less accumulated depreciation and amortization (87,253)
Total Property and Equipment - Net 27,642
Other Assets:
Due from other related parties 419,897
Software development work in progress 12,305
Data processing software and other assets (less accumulated amortization of $157,244) 45,160
Total Other Assets—Net 477,362
Total $ 692,087
Liabilities and Stockholder Equity
Current Liabilities:
Accounts payable and accrued liabilities $ 63,805
Marketing fee. payable 7,218
Deferred revenue and other liabilities 1,492
Post-retirement medical benefits 100
Total Current Liabilities 72,615
Long-term Liabilities:
Post-retirement medical benefits - long term 1,843
Income taxes liability 45,998
Other long-term liabilities 2,186
Due to other related parties 407,185
Deferred income taxes 2,580
Total Long-term Liabilities 459,792
Total Liabilities 532,407
Stockholder Equity:
Common stock, $0.01 par value: 1,000 shares authorized and outstanding —
Additional paid-in-capital ' 22,165
Retained earnings 138,277
Accumulated other comprehensive loss (762)
Total Stockholder Equity 159,680
Total 8 692,087

See notes to financial statements



Chicago Board Options Exchange, Incorporated
Statement of Income
For The Year Ended December 31,2016

Year Ended
(in thousands) December 31, 2016
Operating Revenues:
Transaction fees $ 353,829
Accesé fees ) 49,017
Exchange services and other fees 37,142
Market data fees 14,184
Regulatory fees 51,642
Other revenue 12,805
_ Total Operating Revenues ’ 518,619
Operating Expenses:
Compensation and benefits 100,200
Depreciation and amortization 34,520
Technology support services ' 16,042
Professional fees and outside services ' 52,885
Royalty fees 68,320
Order routing 2,473
Travel and promotional expenses 9,956
Facilities costs 18,955
Other expenses 2,023
Total Operating Expenses 305,374
Operating Income i 213,245
Other Income:
Investment and other income 11,536
Net gain from investments 1,167
Total Other Income 12,703
Income Before Income Taxes 225,948
Income tax provision 89,758
Net Income 136,190
Comprehensive Income - net of tax
Post retirement benefit obligation 62
Comprehensive Income $ 136,252
Dividends declared $ (90,000)

See notes to financial statements



Chicago Board Options Exchange, Incorporated
Statement of Cash Flow
For The Year Ended December 31, 2016

(in thousands)

Year Ended

December 31,
2016

Cash Flows from Operating Activities:
Net Income
Adjustments to reconcile net income to net cash flows provided by
operating activities:
Depreciation and amortization
Other amortization
Provision for deferred income taxes
Stock-based compensation
Equity gain in investments
Changes in assets and liabilities:
Accounts receivable
Marketing fee receivable
Income taxes receivable
Prepaid expenses
Due from other related parties
Other current assets
Accounts payable and accrued expenses
Marketing fee payable
Due to other related parties
Deferred revenue and other liabilities
Post-retirement benefit obligations
Income tax liability

$ 136,190

34,520
90
1,520
13,606
(1,167)

(8,996)
(1,003)
(286)
43
(166,997)
462
11,052
1,078
84,007
(825)
(26)
11,783

Net Cash Flows provided by Operating Activities

115,051

Cash Flows from Investing Activities:
Capital and other assets expenditures
Investments

(36,711)
943

Net Cash Flows used in Investing Activities

(35,768)

Cash Flows from Financing Activities:
Payment of quarterly dividends

(90,000)

Net Cash Flows used in Financing Activities

(90,000)

Net Decrease in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year

(10,717)
88,378

Cash and Cash Equivalents at End of Year

$ 77,661

See notes to financial statements



Chicago Board Options Exchange, Incorporated
Statement of Stockholder Equity
For The Year Ended December 31,2016

Accumulated
Additional - Other Total
Common Paid-In Retained Comprehensive Stockholder
(in thousands) ) Stock Capital Earnings Loss Equity
January 1, 2016 $ — $22,165 $ 92,087 $ (824) § 113,428
Cash dividends on common stock (90,000) (90,000)
Net income 136,190 136,190
Post-retirement benefit obligation adjustment—net of tax expense of $42 62 62
December 31, 2016 $ — $22,165 §$ 138,277 $ (762) $ 159,680




Chicago Board Options Exchange, Incorporated
NOTES TO FINANCIAL STATEMENTS
For The Year Ended December 31,2016

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business— The principal business of the Chicago Board Options Exchange, Incorporated (referred to as
"CBOE", "we","us", "our" or "the Company") is the operation of a market that offers trading of exclusive options on various
market indexes (index options), as well as on non-exclusive "multiply-listed" options, such as options on the stocks of
individual corporations (equity options) and options on other exchange-traded products (ETP options), such as exchange-traded
funds (ETF options) and exchange-traded notes (ETN options), and certain other index options. CBOE is a wholly-owned
subsidiary of CBOE Holdings, Inc.("Holdings").

Basis of Presentation—The accompanying financial statements for CBOE have been prepared from the separate records -
maintained by Holdings and may not necessarily be indicative of the conditions that would have existed or the results of
operations if CBOE had been operated as an unaffiliated company. Portions of certain income and expenses represent
allocations made from Holdings applicable to CBOE as a whole.

Use of Estimates—The preparation of financial statements in conformity with accounting principles generally accepted
in the United States ("GAAP") requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities, disclosures of contingent assets and liabilities and reported amounts of revenues and expenses. On an
ongoing basis, management evaluates its estimates based upon historical experience, observance of trends, information
available from outside sources and various other assumptions that are believed to be reasonable under the circumstances.
Actual results may differ from these estimates under different conditions or assumptions.

Cash and Cash Equivalents—Cash and cash equivalents include highly liquid investments with maturities of three
months or less from the date of purchase. The Company places its cash and cash equivalents with highly-rated financial
institutions, limits the amount of credit exposure with any one financial institution and conducts ongoing evaluations of the
creditworthiness of the financial institutions with which it does business; therefore concentrations of credit risk are limited.
There are no redemption restrictions on the Company's invested cash balances. '

Accounts Receivable—Accounts receivable consists primarily of transaction and regulatory fees from The Options
Clearing Corporation ("OCC"), and the Company's share of distributable revenue receivable from Options Price Reporting
Authority ("OPRA"). Accounts receivable are primarily collected through OCC, and are with large, highly-rated clearing firms;
therefore concentrations of credit risk are limited. The Company has no financing-related receivables.

Prepaid expenses—Prepaid expenses primarily consist of prepaid software maintenance and licensing expenses which
are amortized over the respective periods.

Investments —Investments represent investments in QCC, Signal Trading Systems, LLC ("Signal Trading") and CBOE
Stock Exchange, LLC ("CBSX").

The investment in OCC is accounted for under the cost-method of accounting for investments.
The investments in Signal Trading and CBSX are accounted for under the equity method.

Investments are periodically reviewed to determine whether any events or changes in circumstances indicate that the
investments may be other than temporarily impaired. In the event of impairment, the Company would recognize a loss for the-
difference between the carrying amount and the estimated fair value of the investment.

Property and Equipment—Property and equipment are carried at cost, net of accumulated depreciation. Depreciation is
calculated using the straight-line method, generally over three to five years. Leasehold improvements are amortized over the
lesser of their estimated useful lives or the remaining term of the applicable leases.

Software Development Work in Progress and Data Processing Software and Other Assets — CBOE expenses
software development costs as incurred during the preliminary project stage, while capitalizing costs incurred during the
application development stage, which includes design, coding, installation and testing activities. Estimated useful lives are
three to five years for internally developed and other data processing software and generally are five years or less for other
assets. ’

Due from other related parties-—Consists primarity of amounts owed from related parties iﬁcluding Holdings,
subsidiaries of Holdings and other related parties.



Due to other related parties—Consists primarily of amounts owed to related parties including Holdings, subsidiaries of
Holdings and other related parties.

Employee Benefit Plans—The funded status of a post retirement benefit plan is recognized in the Balance Sheet and
changes in that funded status are recognized in the year of change in other comprehensive income. Plan assets and obligations
are measured at year end. The Company recognizes changes in actuarial gains and losses and prior service costs in the year in
which the changes occur through accumulated other comprehensive loss.

Commitments and Contingencies—Litigation—CBOE accrues loss contingencies when the loss is both probable and
estimable. All legal costs incurred in connection with loss contingencies are expensed as service is provided.

Revenue Recognition—Revenue recognition policies for specific sources of revenue are discussed below:

Transaction Fees: Transaction fees are a function of three variables: (1) exchange fee rates; (2) trading volume; and
(3) transaction mix between contract type. Transaction fees are assessed on a per contract basis and are considered earned upon
the execution of a trade and are recognized on a trade date basis. Transaction fees are presented net of applicable volume
discounts. In the event liquidity providers prepay for transaction fces, revenue is recognized based on the attainment of volume
thresholds resulting in the amortization of the prepayment over the calendar year.

Access Fees: Access fees represent fees assessed to Trading Permit Holders for the opportunity to trade and use other
related functions of CBOE. Access fees are recognized during the period the service is provided.

Exchange Services and Other Fees: Exchange services and other fees include system services, trading floor charges and
application revenue. Exchange services and other fees are recognized during the period the service is provided.

Market Data Fees: Market data fees include OPRA income. OPRA is a limited liability company consisting of
representatives of the member exchanges and is authorized by the Securities and Exchange Commission ("SEC") to provide
consolidated options information. OPRA income is allocated based upon the individual exchange's relative volume of total
cleared options transactions. The Company receives monthly estimates of OPRA's distributable revenue (See Note 3) and
income is distributed on a quarterly basis.

Regulatory Fees: Regulatory fees are primarily based on the number of customer contracts traded on all U.S. options
exchanges by Trading Permit Holders and are primarily recognized on a trade-date basis. Additionally, consistent with industry
practice, the fees charged to customers are based on the fee set by the SEC per notional value of the transaction executed on the
Company’s markets and calculated and billed monthly. These fees are recognized by the exchanges that are responsible for the
ultimate payment to the SEC, the exchanges are considered the principals in these transactions. Under CBOE rules, as required
by the SEC, any revenue derived from regulatory fees and fines cannot be used for non-regulatory purposes.

Concentration of Revenue: All contracts traded at CBOE must be cleared through clearing members of OCC. At
December 31, 2016, there were approximately one hundred Trading Permit Holders that are clearing members of the OCC.
Two clearing members accounted for approximately 42% of transaction and other fees collected through the OCC in 2016. The
next largest clearing member accounted for approximately 14% of transaction and other fees collected through the OCC. No
one Trading Permit Holder using the clearing services of the top two clearing member firms represented more than 21% of
transaction and other fees collected through the OCC, for the respective clearing member, in 2016, Should a clearing member
withdraw from CBOE, the Company believes the Trading Permit Holder portion of that clearing member's trading activity
would likely transfer to another clearing member.

The two largest clearing members mentioned above clear the majority of the market-maker sides of transactions at CBOE
and at all of the U.S. options exchanges. If either of these clearing members were to withdraw from the business of market-
maker clearing and market-makers were unable to transfer to another clearing member, this could create significant disruption
to the U.S. options markets, including CBOE.

Advertising Costs—Advertising costs, including print advertising and production costs, product promotion campaighs
and seminar, conference convention costs related to trade shows and other industry events are expensed as incurred or
amortized over the respective period. The Company incurred advertising costs of $5.5 million for the year ended December 31,
2016. Advertising costs are included in travel and promotional expenses in the statement of income.

Income Taxes—Deferred income taxes arise from temporary differences between the tax basis and book basis of assets
and liabilities. A valuation allowance is recognized if it is anticipated that some or all of a deferred tax asset may not be
realized.

The Company accounts for uncertainty in income taxes recognized in its financial statements by using a more-likely-
than-not recognition threshold based solely on the technical merits of the position taken or expected to be taken. Interest and
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penalties are recorded within the provision for income taxes in CBOE's statement of income and are classified on the balance
sheet with the related liability for unrecognized tax benefits.

Recent Accounting Pronouncements— In May 2014, the FASB issued ASU 2014-09, Revenue from Coniracts with
Customers. This standard outlines a single comprehensive model for entities to use in accounting for revenue arising from
contracts with customers and supersedes most current revenue recognition guidance, including industry-specific guidance. In
addition, the ASU provides guidance on accounting for certain revenue-related costs including when to capitalize costs
associated with obtaining and fulfilling a contract. ASU 2014-09 provides companies with two implementation methods.
Companies can choose to apply the standard retrospectively to each prior reporting period presented (full retrospective
application) or retrospectively with the cumulative effect of initially applying the standard as an adjustment to the opening
balance of retained earnings of the annual reporting period that includes the date of initial application (modified retrospective
application). This guidance is effective for annual reporting periods beginning after December 15, 2016, including interim
periods within that reporting period. Early application is not permitted. The FASB deferred the effective date by one year to
December 15, 2017 for annual reporting periods beginning after that date. Early adoption of the standard is permitted as of
annual reporting periods beginning after December 15, 2016, including interim reporting periods within those annual periods.
Based on our evaluation of the standard, we do not expect a material impact on our revenue recognition practices. A significant
portion of our revenue is generated from fees associated primarily with the execution of a trade, transaction fees and regulatory
fees, and revenue is recognized on the trade date as our performance obligation would be complete. The revenue components
that are not primarily associated with the execution of a trade, market data fees and exchange service and other fees, are also
not expected to be impacted by the adoption of the new standard. In most cases, our performance obligation is fulfilled on a
monthly basis and does not require any additional requirements that would require performance beyond a monthly basis.
Therefore we do not expect a material impact on our revenue recognition policies as a result of the adoption of the new
standard which the Company is considering early adoption prior to the effective date.

In February 2016, the FASB issued ASU 2016-02, Leases. This update requires a lessee to recognize on the balance
sheet a liability to make lease payments and a corresponding right-of-use asset. The guidance also requires certain qualitative
and quantitative disclosures about the amount, timing and uncertainty of cash flows arising from leases. This update is effective
for annual and interim periods beginning after December 15, 2018. Early adoption is permitted. The Company is in the process
of evaluating this guidance, though we do not expect it will materially impact the Company's balance sheet, statement of
income or cash flows.

In March 2016, the FASB issued ASU 2016-09, Compensation — Stock Compensation. This standard simplifies
several aspects of the accounting for stock-based payment transactions, including the recognition of excess tax benefits and
deficiencies, the classification of those excess tax benefits on the statement of cash flows, an accounting policy election for
forfeitures, the amount an employer can withhold to cover income taxes and still qualify for equity classification and the
classification of those taxes paid on the statement of cash flows. This update is effective for annual and interim periods
beginning after December 15, 2016 and can be applied either prospectively, retrospectively or using a modified retrospective
transition method, depending on the area covered in this update. Early adoption is permitted. The Company is in the process of
evaluating this guidance, though we do not expect it will materially impact the Company's balance sheet, statement of income
or cash flows.

In September 2016, the FASB issued ASU 2016-15, Statement of Cash Flows (Topic 230) — Classification of Certain
Cash Receipts and Cash Payments (a consensus of the FASB Emerging Issues Task Force). This standard addresses
stakeholders’ concerns regarding diversity in practice in how certain cash receipts and cash payments are presented and
classified in the statement of cash flows under Topic 230, Statement of Cash Flows, and other Topics. In particular, ASU No.
2016-15 addresses eight specific cash flow issues in an effort to reduce this diversity in practice: (1) debt prepayment or debt
extinguishment costs; (2) settlement of zero-coupon bonds; (3) contingent consideration payments made after a business
combination; (4) proceeds from the settlement of insurance claims; (5) proceeds from the settlement of corporate-owned life
insurance policies, including bank-owned life insurance policies; (6) distributions received from equity method investees; (7)
beneficial interests in securitization transactions; and (8) separately identifiable cash flows and application of the predominance
principle. For public business entities that are SEC filers, the amendments are effective for fiscal years beginning after
December 15, 2017, and for interim periods within those fiscal years. Note that early adoption is permitted for all entities,
including adoption during an interim period. The Company is in the process of evaluating this guidance, though we do not
expect it will materially impact the Company’s balance sheet, statement of income or cash flows.

In October 2016, the FASB issued ASU 2016-16, Accounting for Income Taxes:Intra-Entity Transfers of Assels other
than Inventory. The standard requires that the income tax impact of intra-entity sales and transfers of property, except for
inventory, be recognized when the transfer occurs. This update is effective for annual and interim periods beginning after
December 15, 2017. Early adoption is permitted. The new standard should be applied by making a cumulative effect adjustment
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directly to retained earnings as of the beginning of period of adoption.The Company is in the process of evaluating this
guidance, and considering early adoption, though we do not expect it will materially impact the Company's balance sheet,
statement of income or cash flows.

2. INVESTMENTS

At December 31, 2016, CBOE's investments were comprised of the following (in thousands):

2016
Investment in OCC $ 30,333
Investment in Signal Trading 12,409
Investment in CBSX —
Investments 4 $ 42,742

CBOE holds a 20% investment in OCC which is accounted for under the cost-method of accounting for investments
because of the Company's inability to exercise significant influence. On March 28, 2017, OCC declared a dividend in
accordance with the policies adopted under its new capital plan. The Company’s portion of the dividend, payable following
issnance of OCC’s financial statements for 2016, is $4.9 million and is recorded under investment income in the Company’s
statement of income.

In May 2010, CBOE acquired a 50% interest in Signal Trading from FlexTrade Systems, Inc. ("FlexTrade"). The joint
venture develops and markets a multi-asset front-end order entry system, known as "Pulse," which has a particular emphasis on
options trading. The Company assists in the development of the terminals and provides marketing services to the joint venture,
which is accounted for under the equity method. The Company accounts for the investment in Signal Trading under the equity
method due to the substantive participating rights provided to the other limited liability company member, FlexTrade. In the
year ended December 31, 2016, the Company recorded contributions to and equity earnings in Signal Trading of $2.0 million
and $1.2 million, respectively. Additionally, the Company received distributions from Signal Trading of $2.9 million which
reduced the carrying value of the investment.

CBOE holds a 49.96% equity interest in CBSX in return for non-cash property contributions. CBSX ceased trading
operations on April 30, 2014. CBOE is responsible for the compliance and regulation of the CBSX marketplace. In addition,
the Company has a services agreement under which it provides CBSX with financial, accounting and technology support.

3. RELATED PARTY TRANSACTIONS

CBOE Holdings, Inc. and subsidiaries of Holdings
Statement of Income

CBOE is owned by Holdings, which is the holding company for CBOE, CBOE Futures Exchange, LLC, C2 Options
Exchange, Incorporated ("C2") and other subsidiaries. Certain costs incurred by Holdings and subsidiaries of Holdings,
primarily related to compensation, facilities and administrative charges, such as human resources and executive management,
have been allocated to and recorded by CBOE. The following table summarizes the charges allocated to and from Holdings and
subsidiaries of Holdings for the year ended December 31, 2016, (in thousands):

2016
Salaries (allocated from CBOE) (1)  $ (365)
Stock-based compensation (2) 13,606
Building operations (3) - 16,361

(1) Represents allocation of costs for CBOE systems staff working on C2 system projects. The allocation of salaries is
based upon the actual hours incurred at a blended hourly rate. This amount is included in compensation and benefits in
the statement of income. ‘

(2) Represents costs for stock-based compensation. Stock-based compensation is based on the fair value of the award
on the date of grant, which is recognized over the related service period, net of estimated forfeitures. The service
period is the period over which the related service is performed, which is generally the same as the vesting period.
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This is included in compensation and benefits in the statement of income.

(3) Represents costs related to properties including rent, maintenance, utilities, real estate taxes and
telecommunications costs. Building operation expenses were allocated based on CBOE headcount as a percentage of
total Holdings headcount. This is included in facilities costs in the statement of income.

Regulatory fees

~ CBOE recorded regulatory fees totaling $10.2 million from subsidiaries of Holdings for regulatory services. The fees
were based upon management's estimate of headcount and other costs associated with regulatory obligations. This amount is
included in regulatory fees in the statement of operations.

Balance Sheet

The amount due from related parties totaling $419.9 million consists of amounts due from Holdings and subsidiaries
of Holdings.

The amount due to related parties totaling $407.2 million consists of amounts due to Holdings and subsidiaries of
Holdings.

Other Related Parties

CBOE collected transaction and other fees of $551.0 million in the year ended December 31, 2016, by drawing on
accounts of CBOE market participants held at OCC. The amount collected by OCC for CBOE included $80.2 million of
marketing fees during the year ended December 31, 2016. The Company had a receivable due from OCC of $39.0 million at
December 31, 2016.

OPRA is a limited liability company consisting of representatives of the member exchanges and is authorized by the SEC
to provide consolidated options information. This information is provided by the exchanges and is sold to market data vendors,
outside news services and customers. OPRA's operating income is distributed among the exchanges based on their relative
volume of total cleared options transactions. The Company's share of OPRA operating income was $14.2 million during the
year ended December 31, 2016. The Company had a receivable from OPRA of $3.8 million at December 31, 2016.

The Company incurred re-billable expenses on behalf of CBSX totaling $0.4 million during the year ended December 31,
2016. This amount is included as a reduction of the underlying expenses. CBSX ceased trading operations on April 30, 2014,
therefore, the Company did not have a material receivable balance at December 31, 2016.
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OCC Capital Plan

In December 2014, OCC announced a newly-formed capital plan. The OCC capital plan was designed to strengthen
OCC's capital base and facilitate its compliance with proposed SEC regulations for Systemically Important Financial Market
Utilities ("SIFMUs") as well as international standards applicable to financial market infrastructures. On February 26, 2015, the
SEC issued a notice of no objection to OCC's advance notice filing regarding the capital plan, and OCC and OCC’s existing
exchange stockholders, which include CBOE, subsequently executed agreements effecting the capital plan. Under the plan,
each of OCC's existing exchange stockholders agreed to contribute its pro-rata share, based on ownership percentage, of $150
million in equity capital, which would increase OCC's shareholders' equity, and to provide its pro rata share in replenishment
capital, up to a maximum of $40 million per exchange stockholder, if certain capital thresholds are breached. OCC also adopted
policies under the plan with respect to fees, customer refunds, and stockholder dividends, which envision an annual dividend
payment to the exchange stockholders equal to the portion of OCC’s after-tax income that exceeds OCC’s capital requirements
after payment of refunds to OCC’s clearing members (with such customer refunds generally to constitute 50% of the portion of
OCC’s pre-tax income that exceeds OCC’s capital requirements). On March 3, 2015, in accordance with the plan, CBOE
contributed $30 million to OCC. On March 6, 2015, OCC informed CBOE that the SEC, acting though delegated authority, had
approved OCC's proposed rule filing for the capital plan. The SEC approval order was stayed on March 13, 2015 automatically
as a result of the initiation of petitions to review the order. On September 10, 2015, the SEC issued orders that discontinued the
automatic stay of the approval order and granted the petitions for the SEC to review the approval order. On September 13,
2015, the petitioners filed motions to reinstitute the automatic stay. On February 11, 2016, based on a de novo review of the
entire record, the SEC approved the proposed rule change implementing OCC's capital plan and dismissed the petitions for
review and the petitioners’ motions, Certain petitioners subsequently appealed the SEC approval order for the OCC capital plan
to the U.S. Court of Appeals for the D.C. Circuit and moved to stay the SEC approval order. On February 23, 2016, the Court
denied the petitioners’ motion to stay. The appeal of the SEC approval order remains pending. CBOE's contribution has been
recorded under Investments in the balance sheet at December 31, 2016.

4. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

At December 31, 2016, accounts payable and accrued liabilities consisted of the following (in thousands):

2016
Compensation and benefit related liabilities $ 25026
Royalties 15,409
Accounts payable 5,918
Contract services (1) 7,702
Legal 1,019
Section 31 fees payable 3,959
Market Linkage 847
Other 3,925
Total $ 63,805

(1) Reflects costs primarily for certain regulatory functions and contract programming work related to projects that are in
process.

S. MARKETING FEE

CBOE facilitates the collection and payment of marketing fees assessed on certain trades taking place at CBOE. Funds
resulting from the marketing fees are made available to Designated Primary Market-Makers and Preferred Market-Makers as
an economic inducement to route orders to CBOE. Pursuant to ASC 605-45, Revenue Recognition—Principal Agent
Considerations, the Company reflects the assessments and payments on a net basis, with no impact on revenues or expenses.

As of December 31, 2016, amounts assesscd by CBOE on behalf of others inc]uded in current assets totaled $6.7 million
and payments due to others included in current liabilities totaled $7.2 million.

6. DEFERRED REVENUE

The following tables summarize the activity in deferred revenue for the year ended December 31, 2016.
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Balance at Cash Revenue Balance at

(in thousands) January 1, 2016 Additions " Recognition December 31, 2016
Liquidity provider sliding scale $ — 11,400 % (11,400) $ —
Other, net . 2,620 2,069 (3,197) 1,492
Total deferred revenue $ 2,620 $ 13,469 $ (14,597) $ 1,492

Liquidity providers are eligible to participate in the sliding scale program, which involves prepayment of transaction fees,
and receive reduced fees based on the achievement of certain volume thresholds within a month. The prepayment of 2016
transaction fees totaled $11.4 million. This amount was amortized and recorded as transaction fees over the respective twelve
month periods.

7. EMPLOYEE BENEFITS

Employees are eligible to participate in the Chicago Board Options Exchange SMART Plan (“SMART Plan™). The
SMART Plan is a defined contribution plan, which is qualified under Internal Revenue Code Section 401(k). In addition,
eligible employees may participate in the Supplemental Employee Retirement Plan, Executive Retirement Plan and Deferred
Compensation Plan. Each plan is a defined contribution plan that is non-qualified under Internal Revenue Code. Effective
January 1, 2017, the Executive Retirement Plan is frozen to new executive officers and employees. The Company contributed
$5.5 million to the defined contribution plans for each of the year ended December 31, 2016.

CBOE has a post-retirement medical plan for certain former members of senior management. CBOE recorded immaterial
post-retirement benefits expense for the year ended December 31, 2016, resulting from the amortization of service costs and
actuarial expense included in accumulated other comprehensive loss at December 31, 2016.

8. INCOME TAXES

For the year ended December 31, 2016, CBOE recorded income tax expense of $89.8 million. The effective tax rate of
39.7% for the year ended December 31, 2016, differs from the U.S. statutory rate of 35% in the year, primarily due to state
income taxes although partially offset with a section 199 deduction. As of December 31, 2016, deferred tax liabilities totaled
$2.6 million. A reconciliation of the statutory federal income tax rate to the effective income tax rate for the year ended
December 31, 2016, is as follows:

Statutory federal income tax rate 35.0%
State income tax rate, net of federal income tax effect 45
Section 199 deductions (1.5)
Other, net 1.7
Effective income tax rate 39.7%

The components of income tax expense for the year ended December 31, 2016, is as follows (in thousands):

Current:
Federal $ 73,365
State 14,887
Total current ] 88,252
Deferred:
Federal ) 955
State 551
Total deferred 1,506
Total $ 89758
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As of December 31, 2016, deferred tax liabilities totaled $2.6 million. The tax effect of temporary differences giving rise
to significant portions of deferred tax assets and liabilities at December 31, 2016 are presented below (in thousands):

Deferred tax assets:

Intangibles $ 31
Accrued compensation and benefits 15,796
Affiliates (1,822)
Property, equipment and technology, net ' - 618
Other 11,482
Total deferred tax assets 26,105
Deferred tax liabilities:
Property, equipment and technology, net (27,765)
Prepaid (920)
Total deferred tax liabilities (28,685)
Net deferred tax liabilities $ (2,580)

As of December 31, 2016, CBOE had $37.0 million of uncertain tax positions excluding interest and penalties, which, if
recognized in the future, would affect the annual effective income tax rate. Reductions to uncertain tax positions from the lapse
of the applicable statutes of limitations during the next twelve months are estimated to be approximately $1.2 million, not
including any potential new additions.

For the year ended December 31, 2016, estimated interest costs and penalties, which are classified as part of the provision
for income taxes in CBOE's statement of income totaled $2.3 million and accrued interest and penalties totaled $9.0 million.

Holdings is subject to U.S. federal tax, and state and local taxes in various jurisdictions. Holdings has open tax years
from 2007 on for New York, 2008 on for Federal, 2010 on for New Jersey, and generally 2013 on for ali other jurisdictions. The
Internal Revenue Service is currently auditing 2010 and is looking at specific line items from 2008 to 2013 due to the filing by
Holdings of amended returns containing the recognition of certain credits and deductions. The Iilinois Department of Revenue
has informed Holdings it will be auditing the 2013 and 2014 tax years, the New York State Department of Taxation and Finance
is currently auditing the 2007 through 2014 tax years and the New Jersey Division of Taxation is currently auditing the 2010
through 2012 tax years. '

9. FAIR VALUE MEASUREMENTS

Fair value is the price that would be received upon sale of an asset or paid upon transfer of a liability in an orderly
transaction between market participants at the measurement date and in the principal or most advantageous market for that
asset or liability. The fair value should be calculated based on assumptions that market participants would use in pricing the
asset or liability, not on assumptions specific to the entity. In addition, the fair value of liabilities should include consideration
of non-performance risk, including the Company’s own credit risk.

CBOE applied ASC 820, Fair Value Measurement and Disclosure, which provides guidance for using fair value to
measure assets and liabilities by defining fair value and establishing the framework for measuring fair value. ASC 820 applies
to financial and nonfinancial instruments that are measured and reported on a fair value basis. The three-level hierarchy of fair
value measurements is based on whether the inputs to those measurements are observable or unobservable. Observable inputs
reflect market data obtained from independent sources, while unobservable inputs reflect CBOE’s market assumptions. The
fair-value hierarchy requires the use of observable market data when available and consists of the following levels:

. Level 1—Unadjusted inputs based on quoted markets for identical assets or liabilities.

. Level 2—Observable inputs, either direct or indirect, not including Level 1, corroborated by market data or
based upon quoted prices in non-active markets.

. Level 3—Unobservable inputs that reflect management’s best assumptions of what market participants would
use in valuing the asset or liability.

The following table summaries financial asscts that are measured at fair value on a recurring basis in the balance sheet as
of December 31, 2016. The Company holds no financial liabilities that are measured at fair value on a recurring basis.
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(amounts in thousands) Level 1 Level 2 Level 3 Total
Assets at fair value:

Money market funds $ 67,500 — —
Total assets at fair value at December 31, 2016 $ 67,500 $ — 8 —

67,500
67,500

&> | 2

10. COMMITMENTS AND CONTINGENCIES

As of December 31, 2016, the end of the period covered by this report, CBOE was subject to the various legal
proceedings and claims discussed below, as well as certain other legal proceedings and claims that have not been fully resolved
and that have arisen in the ordinary course of business.

Lanier Litigation

On May 23, 2014, Harold R. Lanier sued 14 securities exchanges, including CBOE, in the United States District Court
for the Southern District of New York (the "Court") on behalf of himself and a putative class consisting of all persons in the
United States who entered into contracts to receive market data through certain data plans at any time since May 19, 2008 to
the present. The complaint alleged that the market data provided under the CQ Plan and CTA Plans was inferior to the data that
the exchanges provided to those that directly receive other data from the exchanges, which the plaintiffs alleged is a breach of
their “subscriber contracts” and a violation of the exchanges’ obligations under the CQ and CTA Plans. The plaintiffs sought
monetary and injunctive relief. On May 30, 2014, Mr. Lanier filed two additional suits in the same Court, alleging substantially
the same claims and requesting the same types of relief against the exchanges who participate in the UTP and the OPRA data
plans. CBOE was a defendant in each of these suits. On April 28, 2015, the Court dismissed Lanier’s complaint with prejudice
because it was preempted by the federal regulatory scheme and because the claims were precluded by the terms of the
applicable subscriber agreements. Mr. Lanier appealed the orders dismissing each of his three cases and, on September 2, 2015,
he filed his opening appellate briefs in those cases. The defendants’ response briefs were filed November 24, 2015 and briefing
on the appeals has concluded. The oral arguments on the appeals were heard on March 3, 2016. On September 23, 2016, the
Court of Appeals ruled in favor of the defendants and affirmed the Court’s dismissal of Lanier’s complaints with prejudice. On
October 7, 2016, Lanier filed a petition for rehearing only in the action related to the OPRA Plan and the Court of Appeals
ruling with respect to the other two complaints is now final. On November 4, 2016, the Court of Appeals denied the petition
for rehearing in the case related to the OPRA Plan.

SIFMA

Securities Industry Financial Markets Association (“SIFMA”) has filed a number of denial of access applications with
the SEC to set aside proposed rule changes to establish or modify fees for CBOE market data products and related services.
Each application is being held in abeyance pending a decision on a separate SIFMA denial of access application held before an
SEC's administrative law judge (“ALI”) regarding fees proposed by NASDAQ and the NYSE for their respective market data
products. On June 1, 2016, the ALJ issued a decision rejecting SIFMA's denial of access challenge to the NASDAQ and NYSE
fees at issue. On July 19, 2016, SIFMA petitioned the SEC for review of the ALJ decision. An adverse ruling in that matter or a -
subsequent appeal could adversely affect exchange market data fees.

Other

As a self-regulatory organization under the jurisdiction of the SEC, the Company is subject to routine reviews and
inspections by the SEC.

The Company is also currently a party to various other legal proceedings in addition to those already mentioned.
Management does not believe that the outcome of any of these other reviews, inspections or other legal proceedings will have a
material impact on the Company's financial position, results of operations or cash flows.

Leases and Other Obligations

CBOE leases facilities with lease terms remaining from 3 months to 23 months as of December 31, 2016. Total rent
expense related to these lease obligations, reflected in technology support services and facilities costs line items on the
statement of income, for the year ended December 31, 2016 totaled $3.9 million. Future minimum payments for operating
leases and contractual obligations are as follows at December 31, 2016 (in thousands):
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Operating Contractual

Year Leases Obligations (1) Total

2017 $ 860 $ 34,189 § 35,049
2018 ) 204 31,070 31,274
2019 — 31,084 31,084
2020 — 22,848 22,848
2021 —. 20,112 20,112
Total $ 1,064 $§ 139303 $ 140,367

(1) Contractual obligations means an agreement to purchase goods or services that is enforceable and legally binding
and that specifies all significant terms, including: fixed or minimum quantities to be purchased, fixed, minimum or variable
price provisions; and the approximate timing of the transaction.

11. SUBSEQUENT EVENTS

CBOE has evaluated subsequent events through June 29, 2017, the date at which the financial statements were available
to be issued and determined that there are no subsequent events that would require disclosure other than the events listed
below:

On February 28, 2017, CBOE Holdings, the parent company, acquired Bats Global Markets, Inc. (Bats). As a direct result
of the merger with Bats and the related decision to migrate to the Bats trading platform, it was determined that certain internally
developed software previously capitalized had a shorter than expected useful life. At December 31, 2016, the Company’s
developed software, referred to as CBOE Vector, had a capitalized value of $15 million. CBOE Vector was fully amortized on
an accelerated basis subsequent to the acquisition date as result of the decision to migrate to the Bats platform.
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
C2 Options Exchange, Incorporated:

We have audited the accompanying financial statements of C2 Options Exchange,
Incorporated (the "Company”), which comprise the balance sheet as of December 31, 2016,
and the related statements of operations, stockholder equity and cash flow for the year then

ended, and the related notes to the financial statements.
Management’'s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States
of Amerlica; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error,

Auditors’ Responsibility'

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material
misstatement. )

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements, The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Company’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as wel! as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in ali material
respects, the financlal position of C2 Options Exchange, Incorporated as of December 31,
2016, and the results of its operations and its cash flows for the year then ended in _
accordance with accounting principles generally accepted in the United States of America.



" Emphasis of Matter

As discussed in Note 1, the accompanying financial statements have been prepared from
the separate records maintained by CBQOE Holdings, Inc. and may not necessarily be
indicative of the conditions that would have existed or the results of operations if the
Company had been operated as an unaffiliated company. Portions of certain income and
expenses represent allocations made from CBOE Holdings, Inc. applicable to the Company
as a whole,

D,Q,Q pobde % \jﬁﬁuﬁau Lf

June 29, 2017



C2 Options Exchange, Incorporated

See notes to financial statements

Balance Sheet
December 31, 2016
December 31,
(in thousands, except share amounts) 2016
Assets
Current Assets: .
Cash and cash equivalents S 174
Accounts receivable 2,800
Income taxes receivable 32
Other prepaid expenses 450
Total Current Assets 3,456
Equipment:

Data processing hardware and other equipment 17,843
- Less accumulated depreciation and amortization (15,404)
Total Equipment - Net 2,439

Other Assets:

Due from related parties 3,449
Data processing software and other assets (less accumulated amortization of $11,744) 1,305
Deferred tax asset 127
Notes receivable - long-term 1,000
Total Other Assets—Net 5,881
Total $ 11,776
Liabilities and Stockholder Equity

Current Liabilities:

‘Accounts payable and accrued expenses $ 1,552
Deferred revenue 907
Income taxes payable 118
Total Current Liabilities 2,577
Long-term Liabilities:

Income taxes liability 127
Total Long-term Liabilities 127
Total Liabilities 2,704
Stockholder Equity:

Common stock, $0.01 par value: 1,000 shares authorized and outstanding —
Additional paid-in-capital 45,000
Retained deficit (35,928)
Total Stockholder Equity 9,072
Total $ 11,776



C2 Options Exchange, Incorporated
Statement of Operations
For The Year Ended December 31, 2016

Year Ended
(in thousands) December 31, 2016
Operating Revenues:
Transaction fees ‘ $ 46,117
Less liquidity rebates ) (36,303)
Transaction fees, net $ 9,814
Access fees ) 2,638
Exchange services and other fees 3,387
Market data fees 1,503
Regulatory fees’ . 6,880
Other revenue 102
Total Operating Revenues 24,324
Operating Expenses:
Compensation and benefits 2,237
Depreciation and amortization 2,944
Technology support services 3,933
Professional fees and outside services 8,820
Royalty fees 1,294
Order routing (87)
Travel and promotional expenses 2
Facilities costs 423
Other cxpenses 34
Total Operating Expenses 19,620
Operating Income 4,704
Other Income:
Investment income 10
Total Other Income 10
Income Before Income Taxes 4,714
Income tax expense 375
Net Income 3 4,339

See notes to financial statements



C2 Options Exchange, Incorporated
Statement of Cash Flow
For The Year Ended December 31, 2016

(in thousands) .

Year Ended
December 31,

Cash Flows from Operating Activities:
Net Income -

Adjustments to reconcile net income to net cash flows used in

operating activities:

Depreciation and amortization

Stock-based compensation

Loss on disposition of property
Changes in assets and liabilities:

Accounts receivable

Due from related parties

Income taxes receivable

Prepaid expenses

Income taxes payable

Deferred tax asset

Accounts payable and accrued expenses

Due to related parties

Other tax liability

Deferred revenue and other liabilities
Net Cash Flows provided by Operating Activities

Cash Flows from Investing Activities:
Capital and other assets expenditures
Net Cash Flows used in Investing Activities

Net Decrease in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year

See notes to financial statements

4,339

2,944
69
8

200
(3,244)

74

20

118
(84)

474
(4,401)

84

2

623

(741)

(741)

(118)
292

174




{in thousands)

January 1, 2016
Net income
December 31, 2016

C2 Options Exchange, Incorporated
Statement of Stockholder Equity
For The Year Ended December 31, 2016

Additional

Common Paid in Retained Stockholder
Stock Capital Deficit
$ — 45,000 §(40,267) § 4,733
‘ 4,339
$ —$ 45000 $(35928) S

See notes to financial statements



C2 OPTIONS EXCHANGE, INCORPORATED
NOTES TO FINANCIAL STATEMENTS
For The Year Ended December 31, 2016

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business— The principal business of the C2 Options Exchange, Incorporated (referred to as "C2", "we", "us",
"our" or "the Company") is the operation of a market that offers trading of options, such as options on the stocks of individual
corporations (equity options), options on other exchange-traded products (ETP options), such as exchange-traded funds (ETF
options) and exchange-traded notes (ETN options), and certain other index options. C2 is a wholly-owned subsidiary of CBOE
Holdings, Inc. ("Holdings").

Basis of Presentation— The accompanying financial statements for C2 have been prepared from the separate records
maintained by Holdings and may not necessarily be indicative of the conditions that would have existed or the results of
operations if C2 had been operated as an unaffiliated company. Portions of certain income and expenses represent allocations
made from Holdings applicable to C2 as a whole.

Use of Estimates—The preparation of financial statements in conformity with accounting principles generally accepted
in the United States ("GAAP") requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities, disclosures of contingent assets and liabilities and reported amounts of revenues and expenses. On an
ongoing basis, management evaluates its estimates based upon historical experience, observance of trends, information
available from outside sources and various other assumptions that are believed to be reasonable under the circumstances.
Actual results may differ from these estimates under different conditions or assumptions. '

Cash and Cash Equivalents—Cash and cash equivalents include highly liquid investments with maturities of three
months or less from the date of purchase. There are no redemption restrictions on the Company's invested cash balances.

Accounts Receivable—Accounts receivable consists primarily of transaction and regulatory fees from The Options
Clearing Corporation ("OCC"), and C2's share of distributable revenue receivable from the Options Price Reporting Authority
("OPRA™). Accounts receivable are primarily collected through OCC, and are with large, highly-rated clearing firms; therefore
concentrations of credit risk are limited. The Company has no financing-related receivables.

Prepaid Expenses—Prepaid expenses primarily consist of prepaid software maintenance which are amortized over the
respective period.

Equipment—Equipment consists primarily of data processing hardware and other equipment carried at cost, net of
accumulated depreciation. Depreciation is calculated using the straight-line method, generally over three to five years.

Software Development Work in Progress and Data Processing Software and Other Assets — C2 expenses software
development costs as incurred during the preliminary project stage, while capitalizing costs incurred during the application
development stage, which includes design, coding, installation and testing activities. Estimated useful lives are three to
five years for internally developed and other data processing software and gencrally are five years or less for other assets.

Notes Receivable - Long-Term— Long-term receivable due from OCC which was issued as a condition to C2 becoming
and remaining a participant exchange of OCC.

Due from related parties—Consists primarily of amounts owed from related parties including Holdings and
subsidiaries of Holdings.

Revenue Recognition-—Revenue recognition policies for specific sources of revenue are discussed below:

Transaction Fees: Transaction fees are a function of three variables: (1) exchange fee rates; (2) trading volume; and
(3) transaction mix between contract type. Transaction fees are assessed on a per contract basis and are considered earned upon
the execution of a trade and are recognized on a trade date basis. The Company also pays liquidity payments to customers
based on its published fee schedules which total $36.3 million in 2016, and are included as a reduction of transaction fees in the
statement of income.

Access Fees: Access fees represent fees assessed to Trading Permit Holders for the opportunity to trade and use other
related functions of C2. Access fees are recognized during the period the service is provided.

Exchange Services and Other Fees: Exchange services and other fees include system services and application revenue.
Exchange services and other fees are recognized during the period the service is provided.



Market Data Fees: Market data fees include OPRA income. OPRA is a limited liability company consisting of
representatives of the member exchanges and is authorized by the Securities and Exchange Commissjon ("SEC") to provide
consolidated options information. OPRA income is allocated based upon the individual exchange's relative volume of total
cleared options transactions. C2 receives monthly estimates of OPRA's distributable revenue and income is distributed on a
quarterly basis.

Regulatory Fees: Regulatory fees are primarily based on the number of customer contracts traded on all U.S. options
exchanges by Trading Permit Holders and are primarily recognized on a trade-date basis. Additionally, consistent with industry
practice, the fees charged to customers are based on the fee set by the SEC per notional value of the transaction executed on the
Company’s markets and calculated and billed monthly. These fees are recognized by the exchanges that are responsible for the
ultimate payment to the SEC, the exchanges are considered the principals in these transactions. Under C2 rules, as required by
the SEC, any revenue derived from regulatory fees and fines cannot be used for non-regulatory purposes.

Income Taxes—Deferred income taxes arise from temporary differences between the tax basis and book basis of assets
and liabilities. A valuation allowance is recognized if it is anticipated that some or all of a deferred tax asset may not be
realized.

The Company accounts for uncertainty in income taxes recognized in its financial statements by using a more-likely-
than-not recognition threshold based solely on the technical merits of the position taken or expected to be taken. Interest and
penalties are recorded within the provision for income taxes in C2's statement of operations and are classified on the balance
sheet with the related liability for unrecognized tax benefits.

Recent Accounting Pronouncements— In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with
Customers. This standard outlines a single comprehensive model for entities to use in accounting for revenue arising from
contracts with customers and supersedes most current revenue recognition guidance, including industry-specific guidance. In
addition, the ASU provides guidance on accounting for certain revenue-related costs including when to capitalize costs
associated with obtaining and fulfilling a contract. ASU 2014-09 provides companics with two implementation methods.
Companies can choose to apply the standard retrospectively to each prior reporting period presented (full retrospective
application) or retrospectively with the cumulative effect of initially applying the standard as an adjustment to the opening
balance of retained earnings of the annual reporting period that includes the date of initial application (modified retrospective
application). This guidance is effective for annual reporting periods beginning after December 15, 2016, including interim
periods within that reporting period. Early application is not permitted. The FASB deferred the effective date by one year to
December 15, 2017 for annual reporting periods beginning after that date. Early adoption of the standard is permitted as of
annual reporting periods beginning after December 15, 2016, including interim reporting periods within those annual periods.
Based on our evaluation of the standard, we do not expect a material impact on our revenue recognition practices. A significant
portion of our revenue is generated from fees associated primarily with the execution of a trade, transaction fees and regulatory
fees, and revenue is recognized on the trade date as our performance obligation would be complete. The revenue components
that are not primarily associated with the execution of a trade, market data fees and exchange service and other fees, are also
not expected to be impacted by the adoption of the new standard. In most cases, our performance obligation is fulfilled on a
monthly basis and does not require any additional requirements that would require performance beyond a monthly basis.
Therefore we do not expect a material impact on our revenue recognition policies as a result of the adoption of the new
standard which the Company is considering early adoption prior to the effective date.

In February 2016, the FASB issued ASU 2016-02, Leases. This update requires a lessee to recognize on the balance
sheet a liability to make lease payments and a corresponding right-of-use asset. The guidance also requires certain qualitative
and quantitative disclosures about the amount, timing and uncertainty of cash flows arising from leases. This update is effective
for annual and interim periods beginning after December 15, 2018. Early adoption is permitted. The Company is in the process
of evaluating this guidance, though we do not expect it will materially impact the Company's balance sheet, statement of
operation or cash flows.

In March 2016, the FASB issued ASU 2016-09; Compensation — Stock Compensation. This standard simplifies
several aspects of the accounting for stock-based payment transactions, including the recognition of excess.tax benefits and
deficiencies, the classification of those excess tax benefits on the statement of cash flows, an accounting policy election for
forfeitures, the amount an employer can withhold to cover income taxes and still qualify for equity classification and the
classification of those taxes paid on the statement of cash flows. This update is effective for annual and intcrim periods
beginning after December 15, 2016 and can be applied either prospectively, retrospectively or using a modified retrospective
transition method, depending on the area covered in this update. Early adoption is permitted. The Company is in the process of
evaluating this guidance, though we do not expect it will materially impact the Company's balance sheet, statement of operation
or cash flows.



In September 2016, the FASB issued ASU 2016-15, Statement of Cash Flows (Topic 230) — Classification of Certain
Cash Receipts and Cash Paymenis (a consensus of the FASB Emerging Issues Task Force). This standard addresses
stakeholders’ concerns regarding diversity in practice in how certain cash receipts and cash payments are presented and
classified in the statement of cash flows under Topic 230, Statement of Cash Flows, and other Topics. In particular, ASU No.
2016-15 addresses eight specific cash flow issues in an effort to reduce this diversity in practice: (1) debt prepayment or debt
extinguishment costs; (2) settlement of zero-coupon bonds; (3) contingent consideration payments made after a business
combination; (4) proceeds from the settlement of insurance claims; (5) proceeds from the settlement of corporate-owned life
insurance policies, including bank-owned life insurance policies; (6) distributions received from equity method investees; (7)
beneficial interests in securitization transactions; and (8) separately identifiable cash flows and application of the predominance
principle. For public business entities that are SEC filers, the amendments are effective for fiscal years beginning after
December 15, 2017, and for interim periods within those fiscal years. Note that early adoption is permitted for all entities,
including adoption during an interim period. The Company is in the process of evaluating this guidance, though we do not
expect it will materially impact the Company's balance sheet, statement of operation or cash flows.

In October 2016, the FASB issued ASU 2016-16, Accounting for Income Taxes:Intra-Entity Transfers of Assets other
than Inventory. The standard requires that the income tax impact of intra-entity sales and transfers of property, except for
inventory, be recognized when the transfer occurs. This update is effective for annual and interim periods beginning after
December 15, 2017. Early adoption is permitted. The new standard should be applied by making a cumulative effect adjustment
directly to retained earnings as of the beginning of period of adoption. The Company is in the process of evaluating this
guidance, and considering early adoption, though we do not expect it will materially impact the Company's balance sheet,
statement of operation or cash flows.

2. RELATED PARTY TRANSACTIONS

Statement of Operations

(C2 is owned by Holdings, which is the holding company for Chicago Board Options Exchange, Incorporated
("CBOE"), CBOE Futures Exchange, LLC, C2 and other subsidiaries. Certain costs incurred by Holdings and subsidiaries of
Holdings, primarily related to compensation and facilities, have been allocated to C2, while certain other administrative
charges, such as human resources and executive management, have not been allocated. The following table summarizes the
charges allocated to and from Holdings and subsidiaries of Holdings for the year-ended December 31, 2016 (in thousands):

2016
Salaries (allocated to C2) (1) S 365
Stock-based compensation (2) 69
Legal fees (3) 4 169
Self-regulatory expenses (4) 6,088
Building operations (5) 423

(1) Represents allocation of costs for CBOE systems staff working on C2 system projects. The allocation of salaries is based
upon the actual hours incurred at a blended hourly rate. This amount is included in compensation and benefits in the statement
of operations.

(2) Represents costs for stock-based compensation. Stock-based compensation is based on the fair value of the award on the
date of grant, which is recognized over the related service period, net of estimated forfeitures. The service period is the period
over which the related service is performed, which is generally the same as the vesting period. Stock-based compensation
expense was allocated based on individual employee detail. This amount is included in compensation and benefits in the
statement of operations.

(3) Represents allocation of legal costs which is based upon hours spent by legal staff working on C2 related legal issues. This
amount is included in professional fees and outside services in the statement of operations.

(4) Represents costs to perform our obligations as a self-regulatory organization which are allocated from CBOE. The
allocation of self-regulatory expenses was based upon management's estimate of headcount and other costs associated with
regulatory obligations. This amount is in¢luded in professional fees and outside services in the statement of operations.
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(5) Represents costs related to properties including rent, maintenance, utilities, real estate taxes and telecommunications costs.
Building operation expenses were allocated based on C2 headcount as a percentage of total Holdings headcount. This amount is
included in facilities costs in the statement of operations.

Balance Sheet

The amount due from related parties totaling $3.4 million consists of amounts due from Holdings and subsidiaries of
Holdings.

3. ACCOUNTS PAYABLE AND ACCRUED EXPENSES

At December 31, 2016, accounts payable and accrued expenses consisted of the following (in thousands):

2016
Compensation and benefit related liabilities 3 177
Contract services 363
Royalties 308
Accounts payable 50
Section 31 fees payable 482
Legal 79
Market linkage 70
Other 23
Total | 3 1,552

4. DEFERRED REVENUE

The following tables summarize the activity in deferred revenue for the year ended December 31, 2016.

Balance at Cash Revenue Balance at
(in thousands) January 1, 2016 Additions Recognition Deeember 31, 2016
Options Regulatory Fee (1) $ 902 $ 948 $ (948) $ 902
Other, net 5 9 (%) 5
Total deferred revenue 3 907 % 957 § 957y $ 907

(1) Like nearly all of the other options exchanges, C2 assesses an Options Regulatory Fee to each Permit Holder for all
options transactions executed or cleared by the Permit Holder that are cleared by OCC in the customer range, regardless of the
exchange on which the transaction occurs. The fee is collected indirectly from Permit Holders through their clearing firms by
OCC on behalf of C2. Under C2 rules, as required by the SEC, any revenue derived from regulatory fees and fines cannot be
used for non-regulatory purposes. The amount in deferred revenue represents the fees collected that are in excess of regulatory
expenses.

5. INCOME TAXES

As of December 31, 2016, C2 had deferred tax assets totaling $16.0 million. Management assessed the available
positive and negative evidence to estimate if sufficient future taxable income will be generated to use the existing deferred tax
assets. A significant piece of the objective evidence evaluated was the cumulative loss over the three-year period ended
December 31, 2016. Such objective evidence limits the ability to consider other subjective evidence such as our prO}eCthl‘lS for
future growth. On the basis of this evaluation, as of December 31, 2016, a valuation allowance has been recorded on certain of
our net deferred tax assets which totaled $14.7 million.

C2's effective tax rate for the year ended December 31, 2016, differs from the U.S. statutory rate of 35%, primarily
due to a reduction in the valuation allowance. A reconciliation of the statutory federal income tax rate to the effective income
tax rate for the year ended December 31, 2016, is as follows:
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Statutory federal income tax rate 35.0%

State income tax rate, net of federal income tax effect 35
Other, net (30.5)
Effective income tax rate 8.0%

The components of income tax expense for the year ended December 31, 2016, is as follows (in thousands):

Current:
Federal S 204
State _ , 254
Total current 458
Deferred: -
Federal (83)
State —
Total deferred (83)
Total $ 375

The tax effect of temporary differences giving rise to significant portions of deferred tax assets and liabilities at
December 31, 2016 are presented below (in thousands):

Deferred tax assets:

Research and development credits $ 387
Accrued compensation and benefits 64
Organization costs 4,137
Other 566
Net operating loss 10,833
Valuation allowance : ) (14,684)
Total deferred tax assets 1,303
Defcrred tax liabilities:
Property, equipment and technology, net 979)
Prepaid _ (197)
Total deferred tax liabilities : (1,176)
Net deferred tax asset $ 127

As of December 31, 2016, C2 had $0.1 million of uncertain tax positions, which, if recognized in the future, would affect
the annual effective income tax rate. While it is expected that the amount of unrecognized tax benefits will change in the next
twelve months, C2 does not anticipate this will have a material impact on the results of operations or the financial position of
C2. .

Holdings is subject to U S. federal tax, and state and local taxes in various jurisdictions. Holdings has open tax years
from 2007 on for New York, 2008 on for Federal, 2010 on for New Jersey, and generally 2013 on for all other jurisdictions. The
Internal Revenue Service is currently auditing 2010 and is looking at specific line items from 2008 to 2013 due to the filing by
Holdings of amended returns containing the recognition of certain credits and deductions. The Tllinois Department of Revenue
has informed Holdings it will be auditing the 2013 and 2014 tax years, the New York State Department of Taxation and Finance
is currently auditing the 2007 through 2014 tax years and the New Jersey Division of Taxation is currently auditing the 2010
through 2012 tax years.
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6. FAIR VALUE MEASUREMENTS

Fair value is the price that would be received upon sale of an asset or paid upon transfer of a liability in an orderly
transaction between market participants at the measurement date and in the principal or most advantageous market for that
asset or liability. The fair value should be calculated based on assumptions that market participants would use in pricing the
asset or liabilify, not on assumptions specific to the entity. In addition, the fair value of liabilities should include consideration
of non-performance risk, including the Company’s own credit risk.

The three-level hierarchy of fair value measurements is based on whether the inputs to those measurements are
observable or unobservable. Observable inputs reflect market data obtained from independent sources, while unobservable
inputs reflect the Company’s market assumptions. The fair-value hierarchy requires the use of observable market data when
available and consists of the following levels:

The fair-value hierarchy requires the use of observable market data when available and consists of the following levels:

. Level 1—Unadjusted inputs based on quoted markets for identical assets or liabilities.

. Level 2—Observable inputs, either direct or indirect, not including Level 1, corroborated by market data or
based upon quoted prices in non-active markets.

. Level 3—Unobservable inputs that reflect management’s best assumptions of what market participants would
use in valuing the asset or liability.

The following table summarizes financial assets that are measured at fair value on a recurring basis in the balance
sheet as of December 31, 2016. C2 holds no financial liabilities that are measured at fair value on a recurring basis.

(amounts in thousands) Level 1 Level 2 Level 3 Total
Assets at fair value:

Cash and cash equivalents $ 174 — — 174
Note receivable - long-term $ — 3 — 1,000 $ 1,000
Total assets at fair value at December 31, 2016 $ 174 $ — 1,000 $ 1,174

7. COMMITMENTS AND CONTINGENCIES

As of December 31, 2016, the end of the period covered by this report, C2 was subject to the legal proceeding discussed
below, as well as certain other legal proceedings and claims that have not been fully resolved and that have arisen in the
ordinary course of business.

Lanier Litigation

On May 23, 2014, Harold R. Lanier sued 14 securities exchanges, including C2, in the United States District Court for
the Southern District of New York (the "Court") on behalf of himself and a putative class consisting of all persons in the United
States who entered into contracts to receive market data through certain data plans at any time since May 19, 2008 to the
present. The complaint alleged that the market data provided under the CQ Plan and CTA Plans was inferior to the data that the
exchanges provided to those that directly receive other data from the exchanges, which the plaintiffs alleged is a breach of their
“subscriber contracts” and a violation of the exchanges’ obligations under the CQ and CTA Plans. The plaintiffs sought
monetary and injunctive relief. On May 30, 2014, Mr. Lanier filed two additional suits in the same Court, alleging substantially
the same claims and requesting the same types of relief against the exchanges who participate in the UTP and the OPRA data
plans. C2 was only a defendant in the suit regarding the OPRA Plan. On April 28, 2015, the Court dismissed Lanier’s complaint
with prejudice because it was preempted by the federal regulatory scheme and because the claims were precluded by the terms
of the applicable subscriber agreements. Mr. Lanier appealed the orders dismissing each of his three cases and, on September 2,
2015, he filed his opening appellate briefs in those cases. The defendants’ response briefs were filed November 24, 2015 and
briefing on the appeals has concluded. The oral arguments on the appeals were heard on March 3, 2016. On September 23,
2016, the Court of Appeals ruled in favor of the defendants and affirmed the Court’s dismissal of Lanier’s complaints with
prejudice. On October 7, 2016, Lanier filed a petition for rehearing only in the action related to the OPRA Plan and the Court of
Appeals ruling with respect to the other two complaints is now final. On November 4, 2016, the Court of Appeals denied the
petition for rehearing in the case related to the OPRA Plan.
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SIFMA

Securities Industry Financial Markets Association (“SIFMA™) has filed a number of denial of access applications with
the SEC to set aside proposed rule changes to establish or modify fees for C2 market data products and related services. Each
application is being held in abeyance pending a decision on a separate SIFMA denial of access application held before an SEC's
administrative law judge (“ALJ”) regarding fees proposed by NASDAQ and the NYSE for their respective market data
products. On June 1, 2016, the ALJ issued a decision rejecting SIFMA's denial of access challenge to the NASDAQ and NYSE
fees at issue. On July 19, 2016, SIFMA petitioned the SEC for review of the ALJ decision. An adverse ruling in that matter or a
subsequent appeal could adversely affect exchange market data fees.

Other

As a self-regulatory organization under the jurisdiction of the SEC, the Company is subject to routine reviews and
inspections by the SEC. ‘

8. SUBSEQUENT EVENTS

C2 has evaluated subsequent events through June 29, 2017, the date at which the financial statements were available to be
issued and determined that there are no subsequent events that would require disclosure,
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CBSX BALANCE SHEETS

ASSETS

Current Assets:

Cash & Cash Equivalents
Interest Income Receivable
Accounts Receivable

Due from NSX

Prepaid Expenses

Total

Long-Term Receivable - NSX Sale Proceeds

Property & Equipment:

Furniture & Equipment

Accumulated Depreciation & Amortization
Net Property & Equipment

Other Assets:

Data Processing Software & Other
Accumulated Amortization

Intangible Assets - CBOE contribution
Investment in National Stock Exchange
Investment in DTCC

Net Other Assets

TOTAL ASSETS
LIABILITIES

Current Liabilities:

Accounts Payable & Accrued Expenses
Accrued Salaries/Wages/Payroll Taxes/Benefits
Payables/reimbursements to CBOE/Holdings
SEC Fees Payable

Unearned Income

Rebates Payable - Transaction Fees

Total Current Liabilities

SHAREHOLDERS' EQUITY:

Shareholders' Equity

Common Stock, Class C $0.01 par value: 52,673,684 shares authorized,
1,028,540 and 671,497 shares issued and outstanding , respectively at
September 30, 2012 and 0 and 0 issued and outstanding , respectively
at December 31, 2012 ’

Treasury Stock, at cost: 357,043 shares at September 30, 2012 and O shares
at December 31, 2012

Retained Earnings (Deficit)

Total

TOTAL LIABILITIES & SHARHOLDERS' EQUITY

WORKING CAPITAL -

(unaudited) (unaudited)
Balance at Balance at
12/31/2016 12/31/2015 Change
625,114 1,069,397 (444,283)
413 158 255
3,000,000 0 3,600,000
0 0 0
0 790 (790)
3,625,527 1,070,345 2,555,182
0 3,000,000 (3,000,000)
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
$3,625,527 $4,070,345 ($444,818)
1,149 71,243 (70,095)
0 0 0
15,667 14,844 823
0 0 0
0 0 0
0 0 0
16,816 86,087 (69,272)
49,288,199 49,288,199 0
10,285 10,285 0
(96,402) (96,402) 0
(45,593,372) (45,217,825) (375,546)
3,608,712 3,984,258 (375,546)
$3,625,527 $4,070,345 ($444,818)
$3,608,712 $984,258 $2,624,454




SIGNAL TRADING SYSTEMS, LLC

BALANCE SHEETS
AS OF DECEMBER 31,2016

ASSETS
CURRENT ASSETS:

Accounts receivable--Due from CBOE
Total current assets

PROPERTY AND EQUIPMENT:
Equipment
Less accumulated depreciation

Total property and equipment

OTHER ASSETS:
Data processing software (less accumulated
amortization )

Organizational costs
Intangible asset

Total other assets

TOTAL

LIABILITIES AND MEMBERS' EQUITY

CURRENT LIABILITIES:
Accounts payable--Due FlexTrade

Total current liabilities

MEMBERS' EQUITY:
FlexTrade Systems Inc.

Chicago Board Options Exchange, Incorporated
Retained deficit

Total members' equity

TOTAL

December 31
2016

$ 1.935.414

1,935.414

229,770
(229.770)

)
(0)

23.000,000

23,000,000
$ 24935414

$ 224,202

224,202

18,627,881
18,627,881

(12.544,552)

24711211

$ 24.935.414
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Options Price Reporting
Authority, LLC

Financial Statements as of and for the
Years Ended December 31, 2016 and 2015, and
Independent Auditors’ Report



USA

Tel: +1 312 486 1000
Fax:+1 312 486 1486
www deloitte.com

- Deloitte & Touche LLP
111 South Wacker Drive
o Chicago, IL 60606-4301

INDEPENDENT AUDITORS’ REPORT

To the Management Committee of
Options Price Reporting Authority, LLC
Chicago, lIllinois

We have audited the accompanying financial statements of Options Price Reporting
Authority, LLC (the “Company”), which comprise of the statements of assets, liabilities, and
participants’ equity (deficit) as of December 31, 2016 and 2015, and the related statements
of revenues and expenditures and changes in participants’ equity (deficit), and cash flows

for the year then ended, and the related notes to the financial statements.
Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States
of America; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our
audits. We conducted our audits in accordance with auditing standards generally accepted in
the United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material
misstatement. '

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’'s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Company'’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.



Opinion
In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the Company as of December 31, 2016 and 2015, and the

results of its operations and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Delacct v Souche Lo P

June 28, 2017



OPTIONS PRICE REPORTING AUTHORITY, LLC

STATEMENTS OF ASSETS, LIABILITIES, AND PARTICIPANTS' EQUITY
AS OF DECEMBER 31, 2016 AND 2015

2016 2015
ASSETS
ASSETS: .
Cash and cash equivalents $16,292,716 $14,793,188
Accounts receivable (less allowance for doubtful
accounts: 2016 $368,992; 2015 $246,408) 2,195,277 2,232,941
TOTAL $18,487,993 $17,026,129
LIABILITIES AND PARTICIPANTS' EQUITY -
LIABILITIES:
Accrued expenses $ 1,822,796 $ 1,498,949
Accrued expenses payable to Chicago Board Options
Exchange, Inc. (Note 3) 494,754 444,079
Distributions payable (Note 3) 16,170,443 15,083,101
Total Current Liabilities _ 18,487,993 17,026,129
Income Tax Liability ' $ 690,419  $ -
Total Liabilities $19,178,412 17,026,129
PARTICIPANTS’ EQUITY (Deficit) (690,419) -
TOTAL $18,487,993 $17,026,129

See notes to financial statements.



OPTIONS PRICE REPORTING AUTHORITY, LLC

STATEMENTS OF REVENUES AND EXPENDITURES AND

CHANGES IN PARTICIPANTS’ EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

REVENUES:
Communication revenues
Participation fee
Nonprofessional subscriber fees
Interest income

Total revenues

EXPENDITURES:
Administrative and operating expenses
Legal fees

Processing costs—Securities Industry
Automation Corporation

Total expenditures

EXCESS OF REVENUES OVER EXPENDITURES
PRIOR TO INCOME TAX PROVISION

INCOME TAX PROVISION

EXCESS OF REVENUES OVER EXPENDITURES
DISTRIBUTIONS ALLOCATED TO PARTICIPANTS
PARTICIPANTS’ EQUITY--Beginning of year
CHANGE IN PARTICIPANTS’ EQUITY (DEFICIT)

PARTICIPANTS’ EQUITY (DEFICIT)—End of year

See notes to financial statements.

2016 2015
$ 57,910,742 $ 53,370,864
1,031,753 986,628
13,073,337 13,485,089 -
28,559 6,940
72,044,391 67,849,521
2,998,900 2,757,364
56,776 8,731
7,267,300 7,021,800
10,322,976 9,787,895
61,721,415 58,061,626
690,419 -
61,030,996 58,061,626
(61,721,415) (58,061,626)

(690,419)

$

(690,419)

$ -




OPTIONS PRICE REPORTING AUTHORITY, LLC

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

CASH FLOWS FROM OPERATING ACTIVITIES:
Excess of revenues over expenditures
Adjustment to reconcile excess of revenues over

expenditures to net cash provided by
Provision for doubtful account
Changes in assets and liabilities:
Accounts recelvable
Accrued expenses
Accrued expenses payable to Chicago Board

Options Exchange, Inc.
Income Tax Liability

Net cash provided by operating activities

CASH FLOWS FROM FINANCING ACTIVITIES—
Distributions allocated to participants

Net cash used in financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS—Beginning of year

CASH AND CASH EQUIVALENTS—End of year

See notes to financial statements.

2016

$ 61,030,996

2015

$ 58,061,626

122,584 -
(84,920) 121,786
323,847 (647,881)

50,675 17,297
690,419 -
62,133,601 57,453,386

(60,634,073)

(56,750,362)

(60,634,073) (56,750,362)
1,499,528 703,024
14,793,188 14,090,164
$ 16,292,716  $ 14,793,188




OPTIONS PRICE REPORTING AUTHORITY, LLC

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

1. ORGANIZATION AND PLAN

Options Price Reporting Authority, LLC (the "Company”) is structured as a limited liability
company (LLC) organized under the Delaware Limited Liability Company Act, and the
Company conducts its affairs under the Limited Liability Company Agreement of the
Company (the “Plan”). The Plan provides the system for reporting options information and
is administered by the exchanges that are parties to the Plan. The Plan provides for each
exchange to appoint one voting member to the Management Committee of the Company,
and that committee is responsible for the governance of the Company.

The Management Committee is composed of representatives appointed by Chicago Board
Options Exchange, Inc. (CBOE); NYSE MKT, LLC; NYSE Arca, Inc.; NASDAQ PHLX, LLC;
NASDAQ BX, Inc.; NASDAQ Stock Market, LLC; International Securities Exchange, LLC;
BATS BZX Exchange, Inc.; BATS EDGX Exchange, Inc.; C2 Options Exchange, Inc.; BOX
Options Exchange, LLC; Miami International Securities Exchange, LLC; ISE Gemini
Exchange, LLC; and ISE MERCURY Exchange, LLC (collectively, the "Members”).

ISE Mercury, LLC paid $1,031,753 and joined the Company on February 16, 2016.

Option transactions recorded are based on information received from the Options Clearing
Corporation.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates—The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements,
and the reported amounts of revenues and expenses during the reporting period. Actual
resuits could differ from those estimates.

Cash and Cash Equivalents—The Company considers cash on hand, money market
funds, and investments purchased with an original maturity of three months or less to be
cash and cash equivalents.



The Company applied FASB ASC 820, Fair Value Measurements and Disclosures (formerly,
FASB Statement No. 157, Fair Value Measurements), which provides guidance for using
fair value to measure assets and liabilities by defining fair value and establishing the
framework for measuring fair value. ASC 820 applies to financial and non-financial
instruments that are measured and reported on a fair value basis. The three-level
hierarchy of fair value measurements is based on whether the inputs to those
measurements are observable or unobservable. Cbservable inputs reflect market data
obtained from independent sources, while unobservable inputs refiect the Company’s
market assumptions. The fair-value hierarchy requires the use of observable market data
when available and consists of the following levels:

Level 1—Unadjusted inputs based on quote markets for identical assets or liabilities.

Level 2—0Observable inputs, either direct or indirect, not including Level 1, corroborated by
market data or based upon quoted prices in non-active markets.

Level 3—Unobservable inputs which reflect management’s best assumptions of what
market participants would use in valuing the asset or liability.

The Company’s financial instruments are composed of cash and cash equivalents which are
categorized as Level 1. Cash and cash equivalents include $14,000,000 of money market
investments at December 31, 2016 and $13,000,000 at December 31, 2015.

Accounts Receivable-The Company offers various payment options to its customers,
including payment terms to certain customers. An allowance for doubtful accounts for
accounts receivables is recorded to cover estimated credit losses based upon past
collection history and specific risks identified among uncollected accounts. Accounts
receivables are charged off against the allowance for doubtful accounts when it is
determined that the receivable will not be collected.

Commitments and Contingencies-The Company accrues loss contingencies when the
loss is both probable and estimable.

Revenue Recognition-Revenue recognition policies for specific sources of revenue are
discussed below:

Communication Revenues—Communication revenues from subscribers, comprising
primarily of brokerage and discount brokerage firms, are based on a fee schedule
established by the Company applied to the number of subscriber devices, as reported by
the market data vendors. Revenue is recognized in the period the data is provided.

Participation Fee—Participation Fee revenue from new Participants and determined by a
vote of a majority of the Members to fairly and reasonable compensates OPRA for costs it
has incurred in developing and maintaining the OPRA system. This includes costs
previously paid by OPRA for the development, expansion and maintenance.

Nonprofessional Subscriber Fees—Nonprofessional subscriber fees are based on a flat
monthly rate or a per-quote inquiry established by the Company applied to the number of
such subscribers. The nonprofessional subscriber fee is available only to individual
investors who use the information for personal, nonbusiness, and investment activities and
who are not employed in securities or commodities-related businesses. Revenue is
recognized in the period the data is provided.



Administrative and Operating Expenses—Administrative and operating expenses
include financial and administrative services received from CBOE. CBOE charges the
Company for such services per the fixed-fee agreement effective January 1, 2011. The
annual fixed fee for 2016 is $2,800,000 and for 2015 is $2,669,625 which is reduced by
administrative and operating expenses paid directly by the Company.

Distributions to Participants—Under the terms of the Plan, each member is credited
quarterly with its proportional share of the net receipts in excess of processing costs and
administrative and operating expenses, as defined in the Plan, for the calendar quarter.
Distributions are made quarterly. ‘

Income Taxes—The Company is subject to the income and indirect tax laws of the United
States, its states and municipalities in which the Company has significant business
operations. These tax laws are complex and subject to different interpretations by

. taxpayers and the relevant governmental taxing authorities. The Company must make
judgements and interpretations about the application of these inherently complex tax laws
when determining the provision for income taxes and the expense for indirect taxes and
must also make estimates about when certain items affect taxable income in the various
tax jurisdictions.

The Company is a limited liability company that has elected to be treated as a partnership
under the Internal Revenue Code and applicable state statutes. The Company’s members
report their share of the Company’s earnings, gain, losses, deductions and tax credits on
their respective federal and state income tax returns. Accordingly, these financial
statements do not include a provision for federal income tax and only include a provision
for state and/or local income tax expense for jurisdictions in which the Company is subject
to an entity level tax. Disputes over interpretations of the tax laws may be settled with the
taxing authority upon examination or audit.

At least annually, the Company evaluates the likelihood of assessments in each taxing
jurisdiction resulting from current and subsequent years’ examinations, and unrecognized
tax benefits related to potential losses that may arise from tax audits are established in
accordance with the guidance on accounting for unrecognized tax benefits. Once
established, unrecognized tax benefits are adjusted when new or additional information
becomes available and/or when an event occurs that requires a change.

As of December 31, 2016, the Company had accrued a liability for unrecognized tax
benefits of $594,690 in its statement of Assets, Liabilities and Participants’ Equity (Deficit).
Estimated interest costs are classified as part of the provision for income taxes in the
Company’s Statement of Revenues and Expenditures and were $95,729, for the year
ended December 31, 2016. Accrued interest was $95,729 as of December 31, 2016.

Fair Value of Financial Instruments—The fair value of the Company’s financial
instruments included in cash and cash equivalents, and accounts receivable approximates
their carrying value due to their short-term nature.

Recent Accounting Pronouncements—In May 2014, the Financial Accounting Standard .
Board ("FASB") issued ASU 2014-09, Revenue from Contracts with Customers. This
standard outlines a single comprehensive model for entities to use in accounting for
revenue arising from contracts with customers and supersedes most current revenue
recognition guidance, including industry-specific guidance. In addition, the ASU provides
guidance on accounting for certain revenue-related costs including when to capitalize costs
associated with obtaining and fulfilling a contract. ASU 2014-09 provides companies with



two implementation methods. Companies can choose to apply the standard retrospectively
to each prior reporting period presented (full retrospective application) or retrospectively
with the cumulative effect of initially applying the standard as an adjustment to the
opening balance of retained earnings of the annual reporting period that includes the date
of initial application (modified retrospective application). This guidance is effective for the
Company annual reporting periods beginning after December 15, 2017 and interim periods
within annual reporting periods beginning after December 15,2018, Early application is not
permitted. The FASB deferred the effective date by one year to December 15, 2018 and
interim periods within annual reporting periods beginning after December 15,2019. Early
adoption of the standard is permitted as of annual reporting periods beginning after
December 15, 2016, including interim reporting periods within those annual periods. The
Company is in the process of evaluating this guidance and but does not expect it will
materially impact our statements of assets, liabilities and participants’ equity (deficit),
statements of revenue, expenditures and changes in participants’ equity or cash flow.



3. RELATED-PARTY TRANSACTIONS

Amounts due to Participants as of December 31, 2016 and 2015, and total distributions for
the years then ended were as follows:

2016 2015
Distributions payable for fourth quarter (pre-ISCA
allocation):
Chicago Board Options Exchange, Inc. $ 3,912,633 $ 3,104,566
C2 Options Exchange, Inc. 579,836 326,127
NYSE MKT, LLC 703,192 819,827
BATS BZK Exchange, Inc. 2,144,803 1,896,567
BATS EDGX Exchange, Inc. 346,235 39,400
BOX Options Exchange, LLC 1,006,323 926,205
NASDAQ PHLX, Inc. 1,635,762 1,931,895
NASDAQ Stock Market, LLC 1,728,929 1,416,612
NYSE Arca, Inc. 1,962,933 1,481,925
International Securities Exchange, LLC 1,543,686 1,797,413
ISE Gemini Exchange, LLC 525,434 662,508
ISE Mercury Exchange, LLC 43,452 -
NASDAQ BX, LLC 142,130 268,146
Miami International Securities Exchange, LLC 1,226,058 1,593,458
ISCA expense allocation’ (1,330,963) (1,181,548)
Total 16,170,443 15,083,101
Distributions paid to members for the
first three quarters (pre-ISCA allocation):
Chicago Board Options Exchange, Inc. 10,745,146 10,263,614
C2 Options Exchange, Inc. 1,138,624 907,459
NYSE MKT, LLC 1,903,339 2,472,832
BATS BZK Exchange, Inc. 5,863,294 5,655,413
BATS EDGX Exchange, Inc. 644,423 -
BOX Options Exchange, LLC 3,019,249 2,133,308 -
NASDAQ PHLX, Inc. 5,539,220 . 5,881,699
NASDAQ Stock Market, LLC 4,354,552 4,071,691
NYSE Arca, Inc. 4,565,563 3,983,258
International Securities Exchange, LLC 5,345,573 4,513,728
ISE Gemini Exchange, LLC 1,374,382 1,571,602
ISE Mercury Exchange, LLC 97,873 -
NASDAQ BX, LLC 633,286 626,289
Miami International Securities Exchange, LLC 4,318,465 4,503,974
ISCA expense allocation’ v (3,992,017) (3,606,342)
Total 45,550,972 42,978,525
Total distributions $61,721,415 $58,061,626

1 Effective in 2005, certain functions pertaining to planning the capacity of the system, determining
how the costs of modifying the system should be allocated among the parties, and allocating
available system capacity among the parties under specified circumstances where allocation is
required are delegated to an Independent System Capacity Advisor (ISCA) appointed by the

-10 -



Securities and Exchange Commission. ISCA determines the appropriate allocation among the
Members of the Company’s costs above $5,000,000.

Amounts included in administrative and operating expenses for services provided by CBOE
during 2016 and 2015 were $2,169,210 and $1,985,511, respectively, of which $494,754
and $440,079 were payable to CBOE at December 31, 2016 and 2015, respectively.

COMMITMENTS AND CONTINGENCIES

The Company is subject to legal proceedings incidental to the normal course of its
business. Based on discussions with its legal counsel, management believes that the
ultimate resolution of such matters will not materially affect the financial position, results
of operations, or cash flows of the Company.

SUBSEQUENT EVENTS

In accordance with ASC 855, Subsequent Events, the Company has evaluated all
subsequent events requiring recognition and disclosure in the financial statements through
June 28, 2017, the date the financial statements were available for issuance.

MIAX Pear! paid $1,073,522 and joined OPRA on February 6, 2017, after receiving approval
from the SEC.

R K K Kk kK

- 11 -
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KPMG LLP

Suite 1100

1000 Walnut Street

Kansas City, MO 64106-2162

Independent Auditors’ Report

The Board of Directors and Stockholders
Bats Global Markets, Inc.:

We have audited the accompanying consolidated financial statements of Bats Global Markets, Inc. and its
subsidiaries, which comprise the consolidated statements of financial condition as of December 31, 2016 and
2015, and the related consolidated statements of income, comprehensive income, changes in stockholders’
equity, and cash flows for the years in the three-year period ended December 31, 2016, and the related notes
to the consolidated financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements
in accordance with U.S. generally accepted accounting principles; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the consolidated financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made
by management, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the consalidated financial statements referred to above present fairly, in all material respects,
the financial position of Bats Global Markets, Inc. and its subsidiaries as of December 31, 2016 and 2015, and
the results of their operations and their cash flows for each of the years in the three-year period December 31,
2016 in accordance with U.S. generally accepted accounting principles.

KPMe LLP

February 27, 2017

KPMG LLP is a Delaware fimited lisbility partnershup and the U.S. member
firm of the KPMG network of independent member firms affiliated with
KPMG iInternational Cooperative {"KPMG international”), a Swiss entity.



Bats Global Markets, Inc. and Subsidiaries
Consolidated Statements of Financial Condition
December 31,2016 and 2015

(In millions, except share data)

2016 2015
Assets
Cutrent assets:
Cash and cash equivalents $ 58 75.1
Financial investments:
Trading investments, at fair value ) 0.5 0.5
Available-for-sale investments, at fair value : 45.0 47.2
Accounts receivable, net, including $14.2 and $40.3 from related parties at December 31,2016 and 2015,
respectively 125.3 131.0
Income taxes receivable : 47 16.0
Other receivables ) ) ) ] 3.6 54
Prepaid expenses : 6.1 5.1
Total curtent assets 272.8 280.3
Property and equipment, net 22.7 29.6
Goodwill 719.6 741.3
Intangible assets, net ) 211.3 239.0
Deferred charge ) ] ) 90.1 .-
Defetred income taxes — 0.6
Ivestment in EwoCCP | R 3.0 1.4
Other assets - D 8.8 4.8
Total assets o B . ... .8 13333 8 13070
Liabilities and Stockholders® Equity ;
Current liabilities:
Accounts payable and accrued liabilities, including $3.4 and $15.2 to related parties at December 31, 2016 and
2015, respectively $ 597 §$ 72.9
Income taxes payable 57.2 —
Section 31 fees payable v o 1012 93.0
Current portion of long-term debt A ) ) 4.3 839
Current portion of contingent consideration liability 6.6 6.6
Total current liabilities 229.0 256.4
Long-term debt, less current portion ) 562.2 593.7
Contingent consideration liability, less current portion ) 552 588
Unrecognized tax benefits 17.7 8.0
Deferred income taxes 9.5 74
Other liabilities ) 24 2.8
Commitments and contingencies (sce note 21) :
Stockholders’ equity:
Common stock, $0.01 par value. 362,500,000 voting and 29,000,000 non-voting shares authorized at
December 31, 2016 and December 31, 2015; 94,881,128 voting and 7,818,090 non-voting shares issued at
December 31, 2016; 74,991,527 voting and 21,146,136 non-voting shares issued at December 31, 2015 » 1.0 1.0
Common stock in treasury, 585,234 and 458,237 voting shares at December 31, 2016 and 2015, respectively;
5,299,871 non-voting shares at December 31, 2016 ) (10.1) (6.5)
Additional paid-in capital o U)X | 270.6
Retained earnings - : 2186 125.0
Accumulated other comprehensive loss, net ) o : (34.2) (10.2)
Total stockholders’ equity 457.3 379.9
Total liabilities and stockholders’ equity $ 1,3333 $ 1,307.0

See accompanying notes to consolidated financial statements.



Bats Global Markets, Inc. and Subsidiaries
Consolidated Statements of Income
Years ended December 31, 2016, 2015 and 2014

(In millions, except per share data)

2016 2015 2014
Revenues:
Transaction fees, including $264.2, $569.0 and $481.3 from related parties for the
years ended December 31, 2016, 2015 and 2014, respectively $ 1,324.88% 1,290.2 § 1,009.9
Regulatory transaction fees, including $65.5, $129.3 and $117.0 from related parties
for the years ended December 31, 2016, 2015 and 2014, respectively 298.9 275.7 272.0
Market data fees, including $2.4, $2.4 and $2.3 from related parties for the years
ended December 31, 2016, 2015 and 2014, respectively 1456 131.0 110.3
Connectivity fees and other, including $14.8, $29.4 and $23.9 from related parties
for the years ended December 31, 2016, 2015 and 2014, respectively 99.2 81.8 66.0
Total revenues o L8685 1,778.7 1,4582
Cost of revenues: o ;
Liquidity payments, including $262.1, $ 548.5 and $405.5 to related parties for the
years ended December 31, 2016, 2015 and 2014, respectively _ 1,0912  1,070.7 831.4
Section 31 fees 2989 2757 2720
Routing and clearing, including $37.9, $38.9 and $24.7 to related parties for the
years ended December 31, 2016, 2015 and 2014, respectively i 42.5 47.9 473
Total cost of revenues 14326 11,3943  1,150.7
Revenues less cost of revenues . 4359 384.4 307.5
Operating expenses: - ]
Compensation and benefits . o _ 919 797 87.0
Depreciation and amortization 41.8 40.8 284
Systems and data communication 180 272 235
Occupancy 28 31 4.2
Professional and contract services 136 111 6.5
Regulatory costs CILSF 11 12.1
Change in fair value of contingent consideration liability _ S 30 28 —
General and administrative 233 263 26.2
Total operating expenses o 205.9 202.1 187.9
Operating income 230.0 182.3 119.6
Non-operating (expenses) income: ] .
Interest expense (37.3) (46.7) (27.4)
Loss on extinguishment of debt (176)  — . (13.6)
Equity in earnings in EuroCCP . 1.6 1.2 1.1
Other income, net _ 2.1 1.9 0.6
Income before income tax provision 1788 1387 80.3
Income tax provision 69.8 56.5 311
Net income § 109.0% & 8228 492
Cash distributions declared per common stock $ 016% —3$ 269
Earnings per share:
Basic $§ 1158 0878 053
Diluted $§ 1138 0878 053
Weighted average shares outstanding:
Basic 94.8 94.6 92.2
Diluted 96.6 950 927

See accompanying notes to consolidated financial statements.



Bats Global Markets, Inc. and Subsidiaries
Consolidated Statements of Comprehensive Income
Years ended December 31, 2016, 2015 and 2014
(In millions)

2016 2015 2014

Net income $1090 S 822 §$ 492
Other comprehensive loss _ _ _
Foreign currency translation adjustments (44.0) (124) (15.0)
Income tax benefit related to other comprehensive loss 20.0 1.9 5.7
Other comprehensive loss, net of tax (24.0) _ (10.9) (93)
Comprehensive income $ 850 $ 717 $ 399

See accompanying notes to consolidated financial statements.
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Bats Global Markets, Inc. and Subsidiaries

Consolidated Statements of Cash Flows

Years ended December 31,2016, 2015 and 2014

Cash flows from operating activities:
Net income

Adjustments to recancile net incoms to net cash provided by operating activities:

Depreciation and amortization

Amortization of debt issuance cost and debt discount
Change in fair value of contingent consideration liability
Provision for uncollectable accounts receivable

Realized gain on sale of available-for-sale securities

Excess tax bencfit (shortfall) from stock-based compensation
Deferred income taxes

Stock-based compensation

Loss on extinguishment of debt

Lass on disposal of property and equipment

Equity in camings in EuroCCP

Gain on sale of portion of EuroCCP investment

Realized gain on termination of revoiving credit facility
Changes in assets and liabilities: .

(In millions)

2014

Receivables, including $26.1, $10.7 and $40.8 from related parties for the years ended December, 312016, 2015 and 2014,

respectively

Trading financial investments, net
Prepaid and other assets

Deferred charge

Accounts payable and accrued liabilities, including $11.8, $3.0 and $13.5 to related partics years ended December, 31 2016, 2015 and

2014, respectively
Income taxes payable
~ Section 31 fees payabie »
Payment of contingent consideration related to Hotspot acquisition
Unrecognized tax benefits
Other liabilities 7
Net cash provided by operating activities
Cash flows from investing activities:
Acquisition, net of cash acquired
Purchases of available-for-sale financial investments
Proceeds from maturities and sales of availabie-for-sale financial investments
Proceeds from sale of partion of EuroCCP investment
Changes in restricted cash
Purchases of property and equipment
Net cash used in investing activities
Cash fiows from financing activities:
Distributions paid
Principal payments on long-term debt
Proceeds from long-term debt
Proceeds from employee stock parcirase program
Dcbt issuance costs and additional debt discount
Payment of contingent consideration related to Hotspot acquisition
Proceeds from the exercise of stock-based compensation
Purchases of treasury stock
Net cash (used in) provided by financing activities
Effect of foreign currency exchange rate changes on cash and cash equivalents
Increase (decrease) in cash and cash equivalents
Cash and cash equivalents:
Beginning of year
End of year
Supplemental disclosure of cash paid: .
Cash paid for income taxes, net of refunds
Cash paid for interest
Supplemental disclosure of noncash transactions:
Forfeiture of commen stock for payment of exercise of stock options
Distribution payable on unvested restricted stock
Distribution declared
Supplemental disclosare of noncash investing activities:
Property and equipment acquired
Goodwill acquired
Intangible assets acquired
Other assets acquired
Liabilities assumed
Issuance of common stock related to acquisition

2016 2015
$ 1090 822 49.2
418 408 28.4
48 6.7 238
30 28 —
0 02 03
(0.2) — —
— 10 ©.1)
27 (3.6) 15
83 5.9 19
176 — 136
0.1 — —
L(L6) (12) (L.1)
(14) — —
— (1.1) —
17.8 (1.5) (33.1)
— 65 —
(1.0) [ERY) 0.1
(50.1) — —
(11.4) (29.1) 7.1
§7.2 (0.1) 0.1
82 (14.7) 26.1
(0.9) — —
9.7 (06) —
(0.3) ©.6) 1.8
- 1734 905 992
(136) (360.9) 238
(167.2) (157.8) (169.4)
169.6 172.0 126.2
47 — —
} (1.8) S N (U X)
(8.5) (13.9) (25.2)
(168) (3466 (58.6)
(16.0) (5.7 (215.0)
(769.2) (153.1) (2716)
646.7 3738 4999
i — 0.7 —
(11.0) (16.5) (8.3)
TG — ~
- — 0.1 —
(3.6) (3.6) (1.1)
(158.8) 1957 @n
12.9 133 (3.5)
10.7 @i 35.0
75.1 1222 872
s 85.8 75.1 122.2
3 576 485 2.1
. 324 392 24.1
s 04 09 0.8
- —_— 14
— — 48
$ — 03 104
' 8.5 308.2 2535
a5’ 110 120.4
0.7 52 66.1 -
(0.1 (63.8) (129.7)
. — (344.5)

See accompanying notes to consolidated financial statements.



Bats Global Markets, Inc. and Subsidiaries
Notes to Consolidated Financial Statements

December 31, 2016, 2015 and 2014

(1) Nature of Operations

Bats Global Markets, Inc. and its consolidated subsidiaries (the Company or Bats) is a global financial
technology company that provides trade execution, market data, trade reporting, connectivity and risk management
solutions to brokers, market makers, asset managers and other market participants, ultimately benefiting retail and
institutional investors across multiple asset classes. The Company’s asset classes comprise listed cash equity securities in
the United States (U.S.) and Europe, listed equity options in the United States, and institutional spot foreign currency
(FX) globally. The Company is headquartered in the Kansas City area with additional offices in New York, London,
Chicago, San Francisco, Singaporc and Quito, Ecuador.

In the United States, the Company operates four national securities exchanges, Bats BZX Exchange, Inc.
(BZX), Bats BYX Exchange, Inc. (BYX), Bats EDGX Exchange, Inc. (EDGX) and Bats EDGA Exchange, Inc.
(EDGA). All trade listed cash equity securities and exchange-traded products (ETPs), such as exchange-traded funds
(ETFs), but each target different market segments by offering different pricing alternatives. BZX and EDGX also
operate markets for trading listed equity options and the Company lists ETPs on BZX. The Company operates a
broker-dealer, Bats Trading, Inc. (Trading), that provides routed transaction services for listed cash equity securities and
equity options on BZX, BYX, EDGX and EDGA.

In Europe, the Company’s Recognised Investment Exchange (RIE), Bats Trading Limited (BTL), offers trading
in listed cash equity securities across 23 European indices and 15 major European markets. In addition, BTL also lists
ETPs. Chi-X Europe Limited (Chi-X Europe) provides routed transaction services for listed cash equities within the
European market. BTL and Chi-X Europe combined are referred to as Bats Europe.

Globally, the Company serves the FX market, the world’s largest asset class, with its Hotspot platform. Hotspot
provides institutional spot FX services through electronic marketplaces in New York and London where buyers and
sellers worldwide can trade directly and anonymously with each other.

In September 2016, the Company announced that it has entered into a merger agreement with CBOE Holdings,
Inc. The transaction is expected to close in the first quarter of 2017.

(2) Summary of Significant Accounting Policies
(a) Principles of Accounting

The Company follows accounting standards established by the Financial Accounting Standards Board (FASB)
to report its financial condition, results of operations and cash flows. References to accounting principles generaily
accepted in the United States. (GAAP) in these footnotes are to the FASB Accounting Standards Codification (ASC or
Codification).

(b} Basis of Presentation

The accompanying financial statements are presented on a consolidated basis to include the accounts and
transactions of Bats Global Markets, Inc. and its wholly owned subsidiaries and all significant intercompany accounts
and transactions have been eliminated. Certain prior period amounts have been reclassified to conform to current period
presentation.

In 2016, the Company adopted Accounting Standards Update (ASU) 2015-03, Interest—Imputation of Interest,
which simplified the presentation of debt issuance cost by changing the classification of debt issuance cost from an asset
to a contra-liability directly deducted from the face amount of the debt to which it relates. The consolidated financial
statements and notes to the consolidated financial statements presented have conformed to this new classification, which
resulted in a $9.9 million reclassification from total assets to total liabilities as of December 31, 2015.



In 2016, the Company adopted ASU 2015-17, Income Taxes—DBalance Sheet Classification of Deferred Taxes.
Deferred tax liabilities and assets are now classified as noncurrent on the consolidated statements of financial condition.
All periods presented have conformed to this new classification, which resulted in a $0.6 million reclassification from
current deferred tax assets to deferred income taxes, net as of December 3 1,2015.

In 2016, the Company adopted ASU 2016-09, Compensation—Stock Compensation (Topic 718) Improvements
to Employee Share-Based Payment Accounting. This update principally affected the recognition of excess tax benefits
and deficiencies and the cash flow classification of share-based compensation-related transactions. The requirement to
recognize excess tax benefits and deficiencies as income tax expense or benefit in the consolidated statements of income
was applied prospectively, with a benefit of $4.8 million recognized in the income tax provision for the year ended
December 31, 2016. The company retrospectively presented the consolidated statements of cash flows for the years
ended December 31, 2015 and 2014 to reflect an increase and decrease in operating activites of $1.0 million and $0.1
million, respectively, and corresponding changes in financing activities. The Company continues to account for
forfeitures on an actual basis.

Initial Public Offering and Stock Split

On April 20, 2016, in connection with the closing of the Company’s initial public offering (IPO) in which
certain selling stockholders of the Company sold 15,295,000 shares of existing common stock at a public offering price
of $19.00 per share, the Company effected a stock split at a ratio of 1-for-2.91 of each share of the Company’s
outstanding common stock, after giving effect to the reclassification of each share of Class A non-voting common stock
to voting common stock and Class B non-voting common stock to non-voting common stock. All references to shares
and per-share data in the Company’s consolidated financial statements and notes to the consolidated financial statements
have been adjusted to reflect the stock split on a retroactive basis.

Related Parties

Prior to the Company’s IPO in April 2016, the Company had historically voluntarily disclosed transactions with
all stockholders irrespective of beneficial ownership. The consolidated financial statements and notes to the consolidated
financial statements herein reflect related party transactions with only “related persons”, as defined by U.S. GAAP and
Item 404 of Regulation S-K under the Securities and Exchange Act (the “Exchange Act”).

(] Use of Estimates

The preparation of consolidated financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities as well as disclosure of the amounts
of contingent assets and liabilities at the date of the consolidated financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ materially from those estimates. Material
estimates that are particularly susceptible to significant change in the near term include the receivable for market data
fees, the valuation of goodwill and unrecognized tax benefits.

(d) Cash and Cash Equivalents

The Company’s cash and cash equivalents are exposed to concentrations of credit risk. The Company maintains
cash at various financial institutions and brokerage firms which, at times, may be in excess of the federal depository
insurance limit. The Company’s management regularly monitors these institutions and believes that the potential for
fu