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Dear Client
Hong Kong Regulatory Margin Regime — Non-Covered Entity Status Confirmation

The purpose of this communication is to confirm the status of each entity in your corporate group as a
non-Covered Entity for purposes of all variation margin requirements set forth under Supervisory Policy Manual
CR-G-14 (Non-centrally Cleared OTC Derivatives Transactions — Margin and Other Risk Mitigation Standards)
issued by the HKMA (the “Hong Kong Margin Rules”). Capitalized terms not defined herein shall have the
meanings set forth under the Hong Kong Margin Rules, which can be accessed here:

http://www.hkma.gov.hk/media/eng/doc/key-functions/banking-stability/supervisory-policy-manual/CR-G-14.pdf.

Under the Hong Kong Margin Rules, Standard Chartered Bank (Hong Kong) Limited (“SCB HK?”), an Authorized
Institution, is required to exchange Variation Margin (VM) for all in-scope non-centrally cleared over-the-counter
(OTC) derivatives transactions entered into with a Covered Entity by no later than September 1, 2017. This means
that SCB HK is not required to exchange VM with you for as long as you (or your corporate group) are not a
Covered Entity. (Please refer to the Appendix which contains an extracted definition of “Covered Entity” for your
ease of reference. You should, however, refer to the full definitions as set out in the Hong Kong Margin Rules.)

If you are aware, or become aware, that you or your corporate group falls within the definition of Covered Entity at
any point of time, you are required to notify SCB HK immediately. Further, by continuing to trade OTC derivatives
with us, you will be taken to have agreed to the foregoing notification requirement, and will be deemed to have
confirmed to us that you or your corporate group does not fall within the aforesaid definition of Covered Entity.

Please send your response, if any, to this communication and any further questions you may have to your
Private Banker.

Standard Chartered Bank (Hong Kong) Limited

If there is any discrepancy between the English and the Chinese language versions of this letter, the English version shall prevail.

Standard Chartered Bank (Hong Kong) Limited
Private Banking

L5 The Forum, Exchange Square Tel (852) 3983 9898
8 Connaught Place, Central Hong Kong Fax (852) 3983 9278

Standard Chartered Private Bank is the private banking division of Standard Chartered Bank (Hong Kong) Limited
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Appendix — Definition

Covered entity means a financial counterparty, a significant non-financial counterparty, or another entity designated by the
Hong Kong Monetary Authority, but excludes a sovereign, central bank, public sector entity, multilateral development bank, and the
Bank for International Settlements

Financial counterparty refers to any entity for a one-year period from 1 September each year to 31 August of the following year, if the
entity itself or the group to which it belongs has an average aggregate notional amount of non-centrally cleared derivatives exceeding
HKD 15 billion (calculated pursuant to paragraph 2.4.9 of the Hong Kong Margin Rules) and means

(i)  an authorized institution (Al);

(i) a corporation licensed by the Securities and Futures Commission (SFC) under the Securities and Futures Ordinance
(Cap 571) for any of the following types of regulated activities:

e Type 1: Dealing in securities

e Type 2: Dealing in futures contracts

e Type 3: Leveraged foreign exchange trading

e Type 4: Advising on securities

e Type 5: Advising on futures contracts

e Type 6: Advising on corporate finance

e Type 8: Securities margin financing

e Type 9: Asset management

e Type 11: Dealing in OTC derivative products or advising on OTC derivative products

e Type 12: providing client clearing services for OTC derivatives transactions
(i) a mandatory provident fund scheme registered under the Mandatory Provident Fund Schemes Ordinance (Cap 485);
(iv) an occupational retirement scheme registered under the Occupational Retirement Schemes Ordinance (Cap 426);

(v) a company authorized by the Insurance Authority to carry on any class of insurance business under the Insurance Companies
Ordinance (Cap 41);

(vi) amoney service operator (i.e. remittance agents and money changers) licensed by the Commissioner of Customs & Excise under
the Anti-Money Laundering and Counter-Terrorist Financing (Financial Institutions) Ordinance (Cap 615);

(vii) a money lender licensed under the Money Lenders Ordinance (Cap 163);

(viii) a special purpose entity as defined in section 227 of the Banking (Capital) Rules (BCR), except where and to the extent that the
special purpose entity enters into non-centrally cleared derivatives transactions for the sole purpose of hedging;

(ix) a collective investment scheme as defined in section 1, Part 1 of Schedule 1 of the Securities and Futures Ordinance
(Cap 571);

(X) a private equity fund;
(xi) an entity that carries on a business outside Hong Kong and is engaged predominantly in any one or more of the following activities:
e Banking;
e Securities business;
e Management of retirement fund schemes;
e Insurance business;
e Operation of a remittance or money changing service;
e |ending;

e Securitisation (except where and to the extent that the related special purpose entity enters into non-centrally cleared
derivatives transactions for the sole purpose of hedging);

e Portfolio management (including asset management and funds management); and
e Activities that are ancillary to the conduct of these activities.

Significant non-financial counterparty refers to any entity other than a financial counterparty for a one-year period from
1 September each year to 31 August of the following year, if the entity itself or the group to which it belongs has an average aggregate
notional amount of non-centrally cleared derivatives exceeding HKD 60 billion (calculated pursuant to paragraph 2.4.9 of the
Hong Kong Margin Rules).

Standard Chartered Private Bank is the private banking division of Standard Chartered Bank (Hong Kong) Limited
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