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17000 - GENERAL PROVISIONS OF BSTX!
17000. Definitions

(a) With respect to the Rules contained in Rule 17000 Series to Rule 28000 Series below,
relating to the listing and trading of security tokens on the Exchange, the following terms
shall have the meanings specified in this Rule. A term defined elsewhere in the Exchange
Rules shall have the same meaning with respect to this Rule 17000 Series, unless
otherwise defined below.

M

(@)

©)

@

The term “Act” or “Exchange Act” means the Securities Exchange Act of 1934,
as amended.

The term “adverse action” means any action taken by the Exchange which
affects adversely the rights of any Participant, applicant for membership, or any
person associated with a Participant (including the denial of membership and the
barring of any person from becoming associated with a Participant) and any
prohibition or limitation by the Exchange imposed on any person with respect to
access to services offered by the Exchange, or a Participant thereof. This term
does not include disciplinary actions for violations of any provision of the Act or
the rules and regulations promulgated thereunder, or any provision of the By-
Laws or Exchange Rules or any interpretation thereof or resolution or order of the
Board or appropriate Exchange committee which has been filed with the
Commission pursuant to Section 19(b) of the Act and has become effective
thereunder. Review of disciplinary actions is provided for in the Rule 12000
Series of the Exchange Rules.

The term “Affiliate” means, with respect to any Person, any other Person
controlling, controlled by or under common control with, such Person. As used in
this definition, the term “control” means the possession, directly or indirectly, of
the power to direct or cause the direction of the management and policies of a
Person, whether through the ownership of voting securities, by contract or
otherwise with respect to such Person. A Person is presumed to control any other
Person, if that Person: (i) is a director, general partner, or officer exercising
executive responsibility (or having similar status or performing similar functions);
(i1) directly or indirectly has the right to vote 25 percent or more of a class of
voting security or has the power to sell or direct the sale of 25 percent or more of
a class of voting securities of the Person; or (ii1) in the case of a partnership, has
contributed, or has the right to receive upon dissolution, 25 percent or more of the
capital of the partnership.

The term “approved person” means a person (excluding a member, principal
executive or employee of a Participant, or governmental entity) who controls a
Participant, is engaged in a securities or kindred business that is controlled by a

I All text in Exhibit SA is new. Underlining has been omitted throughout to improve readability.



SR-BOX-2019-19, Amendment 2 Page 386 of 567
EXHIBIT 5A

Participant or a Participant’s affiliates, or is a U.S. registered broker-dealer under
common control with a Participant. “Governmental entity” means a sovereign
nation, state, or territory, or other political subdivision, agency, or instrumentality
thereof.

(5) The term “associated person” or “person associated with a Participant” or
“person associated with a BSTX Participant” means any partner, officer,
director, or branch manager of such Participant (or any person occupying a
similar status or performing similar functions), any person directly or indirectly
controlling, controlled by, or under common control with such Participant or any
employee of such Participant, except that any person associated with a Participant
whose functions are solely clerical or ministerial shall not be included in the
meaning of such term for purposes of these Rules.

(6) The term “bid” means a limit order to buy one or more security tokens.
(7) The term “broker” shall have the same meaning as in Section 3(a)(4) of the Act.

(8) The term “BSTX” means the facility of the Exchange for executing transactions
in security tokens.

(9) The term “BSTX Book” means the electronic book of orders on each security
token maintained by the BSTX System.

(10) The term “BSTX Operations Center” refers to the provider of market support
for Participants trading on BSTX during the trading day.

(11) The term “BSTX Participant” is a Participant or Options Participant (as defined
in the Rule 100 Series) that is authorized to trade security tokens on the
Exchange.

(12) The term “BSTX Participation Agreement” means the agreement to be executed
by BSTX Participants to qualify to participate in trading on the BSTX System.

(13) The term “BSTX Regulation Center” means the Exchange’s based facilities in
which, pursuant to procedures established by the Board, Exchange Officials and
personnel shall monitor, conduct surveillance of, and regulate the conduct of
security token business on BSTX, in order to ensure the maintenance of a fair and
orderly market.

(14) The term “BSTX System” means the automated trading system used by BSTX
for the trading of security tokens.

(15) The term “Commission” means the Securities and Exchange Commission.
(16) The term “customer” shall not include a broker or dealer.
(17) The term “dealer” shall have the same meaning as in Section 3(a)(5) of the Act.

(18) The term “designated self-regulatory organization” means a self-regulatory
organization, other than the Exchange, designated by the Commission under
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Section 17(d) of the Act to enforce compliance by BSTX Participants with
Exchange Rules.

(19) The term “Designated Market Maker” or “DMM” refers to a BSTX Participant
registered as a DMM pursuant to the Rule 25200 Series.

(20) The term “Exchange” or “BOX” means BOX Exchange LLC and its facilities.

(21) The terms “FINRA” or “NASD” mean, collectively, Financial Industry
Regulatory Authority and its subsidiaries.

(22) The term “Market Maker” means a BSTX Participant that acts as a Market
Maker pursuant to Rule 25200 Series.

(23) NBB, NBO, and NBBO: The term “NBB” shall mean the national best bid, the
term “NBQO” shall mean the national best offer, and the term “NBBQO” shall mean
the national best bid or offer, as set forth in Rule 600(b) of Regulation NMS under
the Exchange Act.

(24) The term “offer” means a limit order to sell one or more security tokens.
(25) The term “order” means a firm commitment to buy or sell a security token.

(26) The term “person” means any natural person, company, government, or political
subdivision, agency, or instrumentality of a government.

(27) The term “Pre-Opening Phase” means the time between 8:30 a.m. and 9:30 a.m.
Eastern Time.

(28) The term “Regular Trading Hours” means the time between 9:30 a.m. and 4:00
p.m. Eastern Time.

(29) The term “Rules” means the Exchange By-Laws, the Exchange LLC Agreement,
and these Rules of the Exchange, including the Rule 100 to Rule 16000 Series.

(30) The term “security token” means a NMS stock, as defined in Rule 600(b)(47) of
the Exchange Act, trading on the BSTX System. References to a “security” or
“securities” in the Rules include security tokens.

(31) The term “Wallet Manager” means a party approved by BSTX to operate
software compatible with the BSTX Protocol.

17010 Applicability

(a) The Rules contained in Rule 17000 Series to Rule 28000 Series herein are the Exchange
Rules applicable to the trading of security tokens by BSTX Participants approved for
such trading, the listing of security tokens, and other matters relating to trading security
tokens.

(b) Except to the extent that specific Rules relating to security tokens govern or unless the
context otherwise requires, the provisions of the Exchange Rules shall be applicable to
BSTX Participants and to the trading of security tokens on the BSTX System and, for
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purposes of their application with respect to BSTX Participants and security token trading
shall be interpreted in light of the nature of equities trading and the BSTX System, and
the fact that security tokens on the BSTX System shall be traded electronically. To the
extent that the provisions of the Rules relating to the trading of security tokens contained
in Rule 17000 Series to Rule 28000 Series are inconsistent with any other provisions of
the Exchange Rules, the Rules relating to security token trading shall control.

17020. Whitelisting and Reporting of End-of-Day Security Token Balances

(a) Address Whitelisting. To facilitate the recording of information related to the ownership
of security tokens as an ancillary recordkeeping mechanism using distributed ledger
technology, each BSTX Participant, either directly or through its carrying firm acting on
its behalf, must, by contacting BSTX, establish a wallet address to which its end-of-day
security token balances may be recorded. A BSTX Participant must obtain a wallet
address under this requirement not later than five (5) business days after the Exchange
provides notice of approval of its application for participation in Rule 18000(c).

(b) Reporting End-of-Day Security Token Balances. To facilitate recording ownership of
security tokens as an ancillary recordkeeping mechanism using distributed ledger
technology, each BSTX Participant, either directly or through its carrying firm, must
report each business day to BSTX, in a manner and form acceptable to BSTX, as follows:

() For a BSTX Participant that is a participant in the securities depository registered
as a clearing agency pursuant to Section 17A of the Exchange Act, the total
number of security tokens for each class of security token that are credited to each
account of the BSTX Participant at the securities depository; or

() For a BSTX Participant that is not a participant in the securities depository, the
total number of security tokens for each class of security token that are credited to
the BSTX Participant by its carrying firm.

(c) Timing for Reporting of End-of-Day Security Token Balances. Reporting end-of-day
security token balances to BSTX must be performed each business day when the
securities depository is also open for business after such time as the securities depository
has completed its end-of-day settlement process.

(d) Updating Security Token Balances. Upon receipt of end-of-day security token position
balance information from BSTX Participants and carrying firms of BSTX Participants, as
applicable, BSTX will provide such information to the Wallet Manager(s) for the Wallet
Manager(s) to update the Ethereum blockchain as an ancillary recordkeeping mechanism
to reflect updates in security token position balances. Any difference between the
security token position balance(s) reported to BSTX regarding a security token and the
number of shares outstanding for the security token, as determined by BSTX, will be
provided to the Wallet Manager(s) for allocation to an omnibus wallet address for such
security token.

(e) Suspension of Requirements Regarding Whitelisting and Reporting of End-of-Day
Security Token Balances. The Exchange may suspend the requirements in paragraphs (a)
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through (d) above regarding any BSTX Participant and/or regarding one or more security
tokens, as applicable, in its discretion and in any such case the Exchange will provide
prompt notice thereof and the reason(s) therefore to BSTX Participants. The Exchange
will notify the Commission within two hours of its determination to make any such
suspension and the suspension may continue in effect for no more than thirty calendar
days from the date the determination is made unless the Exchange has submitted a
proposed rule change with the Commission seeking approval of such suspension, in
which case the suspension may continue in effect until the Commission approves or
disapproves the proposed rule change.

18000 — PARTICIPATION ON BSTX
18000 BSTX Participation

(a) These Rules establish a new category of Exchange member participation called
“BSTX Participant.” Only BSTX Participants may transact business on the BSTX
System. BSTX Participants may trade security tokens for their own proprietary
accounts or, if authorized to do so under applicable law, and consistent with these
Rules and with applicable law and SEC rules and regulations, may conduct business
on behalf of customers.

(b) A prospective BSTX Participant must:

(I) Complete a BSTX Participant Application, BSTX Participant Agreement, and
BSTX User Agreement in the form prescribed by the Exchange;

) Be an existing Participant or Options Participant or become a Participant or
Options Participant of the Exchange, pursuant to the Rule 2000 Series, and
continue to abide by all applicable requirements of the Rule 2000 Series;

() Provide such other information as required by the Exchange.

(c) Upon completion of the application, the Exchange, or person(s) designated by the
Exchange (“designee”) shall consider whether to approve the application, unless there
is just cause for delay. In its consideration process, the Exchange may conduct such
investigation as it deems appropriate and may take such steps as it deems necessary to
confirm the information provided by the applicant. Within thirty (30) days after the
Exchange or its designee has completed its consideration of an application, it shall
provide written notice of the action of the Exchange, specifying in the case of
disapproval of an application the grounds therefore.

(d) BSTX Participant status cannot be leased or transferred except in the event of a
change in control or corporate reorganization involving a BSTX Participant. In such a
case, BSTX Participant status may be transferred to a qualified affiliate or successor
upon written notice to the Exchange or its designee.

18010. Requirements for BSTX Participants
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(a) Organization. BSTX Participants may be corporations, partnerships, limited liability
companies or sole proprietorships organized under the laws of a jurisdiction of the
United States, or such other jurisdictions as the Exchange may approve.

(b) General Requirements. No registered broker or dealer shall be admitted as, or be
entitled to continue as, a BSTX Participant if such broker or dealer:

0

@

S

@

©

©

fails to comply with either the financial responsibility requirements
established by Rule 15¢3-1 under the Act, or such other financial
responsibility and operational capability requirements as may be established
by the Rules;

fails to adhere to Rules relating to the maintenance of books and records or
those rules of other self-regulatory organizations of which such broker or
dealer is or was a member/participant;

fails to demonstrate to the Exchange adequate systems capability, capacity,
integrity, and security necessary to conduct business on the Exchange;

is not a member/participant of a registered clearing agency, or does not clear
security token transactions executed on the Exchange through another BSTX
Participant that is a member/participant of a registered clearing agency;

is subject to any unsatisfied liens, judgments, or unsubordinated creditor
claims of a material nature, which, in the absence of a reasonable explanation
therefor, remain outstanding for more than six months;

has been subject to any bankruptcy proceeding, receivership, or arrangement
for the benefit of creditors within the past three years; or

has engaged in an established pattern of failure to pay just debts or has
defaulted, without a reasonable explanation, on an obligation to a self-
regulatory organization, or any member/participant of a self-regulatory
organization

18020. Persons Associated with BSTX Participants

Associated persons of a BSTX Participant shall be bound by the Exchange Rules. The
Exchange may discipline, suspend or terminate the registration with the Exchange of any
person associated with a BSTX Participant for violation of the Rules of the Exchange.

19000 — BUSINESS CONDUCT FOR BSTX PARTICIPANTS
19000. Just and Equitable Principles of Trade

No BSTX Participant shall engage in acts or practices inconsistent with just and equitable
principles of trade. Persons associated with Participants shall have the same duties and
obligations as Participants under this Rule 19000 Series.

19010. Adherence to Law
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No BSTX Participant shall engage in conduct in violation of the Rules, the Exchange Act
or the rules or regulations thereunder, or any policy or written interpretation of the Rules
by the Board or an appropriate Board committee. Every BSTX Participant shall so
supervise persons associated with the BSTX Participant as to assure compliance with
those requirements.

19020. Use of Fraudulent Devices

No BSTX Participant shall effect any transaction in, or induce the purchase or sale of,
any security by means of any manipulative, deceptive, or other fraudulent device or
contrivance.

19030. False Statements

No BSTX Participant or applicant for membership, or person associated with a BSTX
Participant or applicant for membership, shall make any false statements or
misrepresentations in any application, report or other communication to the Exchange.
No BSTX Participant or person associated with a BSTX Participant shall make any false
statement or misrepresentation to any Exchange committee, officer, the Board or the
BSTX Participant’s designated examining authority pursuant to Section 17(d) of the
Exchange Act in connection with any matter within the jurisdiction of the Exchange.

19040. Know Your Customer

BSTX Participants shall comply with FINRA Rule 2090 as if such rule were part of the
Exchange Rules.

19050. Fair Dealing with Customers

All BSTX Participants have a fundamental responsibility for fair dealing with their
customers. BSTX Participants who handle customer orders on the Exchange shall
establish and enforce objective standards to ensure queuing and executing of customer
orders in a fair and equitable manner. Practices that do not represent fair dealing include,
but are not limited to, the following:

(a) Recommending speculative securities to customers without knowledge of or an
attempt to obtain information concerning the customers’ other securities holdings,
their financial situation, and other necessary data. This prohibition has particular
application to high pressure telephonic sales campaigns;

(b) Excessive activity in customer accounts (churning or overtrading) in relation to the
objectives and financial situation of the customer;

(c) Establishment of fictitious accounts in order to execute transactions which otherwise
would be prohibited or which are contrary to the BSTX Participant’s policies;

(d) Causing the execution of transactions which are unauthorized by customers or the
sending of confirmations in order to cause customers to accept transactions not
actually agreed upon;
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(e) Unauthorized use or borrowing of customer funds or securities; and

() Recommending the purchase of securities or the continuing purchase of securities in
amounts which are inconsistent with the reasonable expectation that the customer has
the financial ability to meet such a commitment.

Suitability

BSTX Participants and associated persons of BSTX Participants shall comply with
FINRA Rule 2111 as if such rule were part of the Exchange Rules.

For purposes of this Exchange Rule:

(I) References to FINRA Rules 2111 and 4512 shall be construed as references to
Exchange Rules 19060 and 20040, respectively;

) References to “FINRA’s rules” shall be construed as references to “Exchange
Rules™;

() References to FINRA Rule 2214 shall be disregarded, and no comparable
Exchange Rule shall apply to activities of BSTX Participants in connection
with investment analysis tools.

The Prompt Receipt and Delivery of Securities

No BSTX Participant may accept a customer’s purchase order for any security until it has
first ascertained that the customer placing the order or its agent agrees to receive
securities against payment in an amount equal to any execution, even though such an
execution may represent the purchase of only a part of a larger order.

Charges for Services Performed

Charges, if any, for services performed, including, but not limited to, miscellaneous
services such as collection of monies due for principal, dividends, or interest; exchange
or transfer of securities; appraisals, safe-keeping or custody of securities, and other
se