OTC Clear Rates and FX Derivatives Clearing Rules

101. In these Clearing Rules, unless the context otherwise requires:

“Affected AET

means _any Contract automatically terminated in accordance with

Contract” Clearing Rule 1303 that was registered in the name of the relevant
Defaulting Clearing Member in relation to its Client Clearing Services
immediately prior to the occurrence of the relevant Automatic Early
Termination Event;

“Affected means;

Contract”

(1) if the relevant DMP Event with respect to the Defaulting
Clearing Member is not an Automatic Early Termination Event,
any Contract registered in the name of the Defaulting Clearing
Member in relation to its Client Clearing Services; or

(2) if the relevant DMP Event with respect to the Defaulting
Clearing Member is an Automatic Early Termination Event, any
Affected AET Contract;

“Non-Porting AET
Contract”

means, in respect of a Porting Client of a Defaulting Clearing
Member in respect of which an Automatic Early Termination Event
has occurred, any Affected AET Contract that was recorded in the
relevant Client Position Account immediately prior to the occurrence
of that Automatic Early Termination Event and which had a
scheduled Termination Date or Settlement Date, as the case may
be, that would have fallen prior to the relevant porting being

completed:;

“Porting AET Contract”

means, in respect of a Porting Client of a Defaulting Clearing

Member in respect of which an Automatic Early Termination Event
has occurred, any Affected AET Contract that was recorded in the
relevant Client Position Account immediately prior to the occurrence
of that Automatic Early Termination Event and which had a
scheduled Termination Date or Settlement Date that would have
fallen on or after the relevant porting being completed;

“Porting
Instruction”

means the instructions to OTC Clear, in such form as OTC Clear
may require from time to time, provided by a Client, its original
Clearing Member and the Replacement Clearing Member appointed
by such Client, which evidence the consent of all parties thereto to:
(1) if a DMP Event (other than an Automatic Early Termination
Event) occurs with respect to the original Clearing Member,
terminate all Affected Contracts registered in the name of the
original Clearing Member in respect of the Client Position
Account relating to such Client and re-establishing the same
with the Replacement Clearing Member—should—an—Event—of
Default-occur-with-respectto-the-original-Clearing-Member; or

(2) _if an Automatic Early Termination Event occurs with respect to
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the original Clearing Member, enter into new Contracts with the
Replacement Clearing Member on the same terms as the
Porting AET Contracts for such Client.

“

means a security-assignment deed-or-similar-instrument-under-which

Beed-_Security Deed" security deed or similar_instrument (that is in form and substance
satisfactory to OTC Clear) entered into by a Non Rule-Based
Clearing Member in favour of its Clients(s) in respect of any relevant
Client Entitlements under which such Clearing Member; charges,
assigns and agrees to assign absolutely to its Client(s) its rights, title
and interest (present and future) in and to the Contracts booked in
its Client Position Account(s) designated by the Clearing Member for
such Client(s) and the Collateral standing to the credit of the
corresponding Client Collateral Account(s) to such Client(s) as
security for the amounts owing to such Client(s) under the relevant
Client Clearing Agreement(s);

108.

407.

815.

In the event of any conflict between:

(1) any definition or provision contained in these Clearing Rules, the Clearing Procedures or
any Clearing Notices, unless OTC Clear otherwise determines, the document first listed
shall have precedence and shall prevail over the documents listed later, in descending
order, as follows:

(a) these Clearing Rules;
(b) the Clearing Procedures; and
(c) the Clearing Notices.

(2) the Clearing Rules or the Membership Agreement on the one hand and the Client

Clearing Agreement, the Security-Assignment-DeedSecurity Deed or any Deed of
Charge on the other, the Clearing Rules or the Membership Agreement shall prevail.

(3) the Client Clearing Agreement and the Security-Assignment-DeedSecurity Deed, the

Security—Assignment—DeedSecurity Deed will prevail over the Client Clearing
Agreement.

Save and except for, in the case of a Clearing Member who is a Rule-Based Clearing
Member, the right of its Client to receive any Client Entitlement from OTC Clear under
Clearing Rules 1308A, 1308B, 1309 and 1309A and, in the case of a Non Rule-Based

Clearing Member, the-assignmentto-its-Client-in—respect-of-the-right to-receive—any-Client
Entitlement-from-OTC-Clear-under-the-Security-Assignment-Deedany Encumbrance created

pursuant to a Security Deed, a Clearing Member shall not assign any of its rights, benefits,
privileges or obligations as a Clearing Member and such rights, benefits and privileges shall
be incapable of assignment.

Save and except for, in the case of a Clearing Member who is a Rule-Based Clearing
Member, the right of its Client to receive any Client Entitlement from OTC Clear under
Clearing Rules 1308A, 1308B, 1309 and 1309A and, in the case of a Non Rule-Based

Clearing Member, the—ossignmentioitsClientinrespestetthe+ehitorecoie—oanyClient



817.

Entilement-from-OTC-Clear-underthe-Security-Assighment Deedany Encumbrance created

pursuant to a Security Deed, a Clearing Member shall not assign, novate, transfer or create
any Encumbrance whatsoever in relation to any of its rights, liabilities or obligations under a
Contract.

A Clearing Member providing Client Clearing Services to its Clients shall be liable to OTC
Clear and be responsible for all its obligations as principal in respect of the Contracts and
Client Accounts registered in its name. Each Clearing Member acknowledges that, save and
except for the Client’s right to receive any Client Entitlement directly from OTC Clear under
Clearing Rules 1309 or 1309A (in the case of a Clearing Member who is a Rule-Based
Clearing Member) or uhder—the—Security-Assignment—Deedpursuant to a Security Deed
pursuant-to-the-terms-therein—(in the case of a Clearing Member who is a Non Rule-Based

Clearing Member), OTC Clear owes no obligation towards any Client or any other Person
that is not a Clearing Member whatsoever in respect of the Contracts or any Client Accounts.
It is the responsibility of the Clearing Member (and not OTC Clear) to ensure its own
compliance with Applicable Laws relating to conduct of business, client money and
segregation of client assets. Subject to the provisions of these Clearing Rules, Client
Clearing Services may be provided by a Clearing Member to its Clients on whatever terms
the Clearing Member decides should apply, provided that each Clearing Member must, prior
to providing Client Clearing Services to a Client:

(1) in the case of a Clearing Member who is a Non Rule-Based Clearing Member, enter into

a Securiby-Assignment-Deed-in—respeectSecurity Deed in favour of that Client_which is
legal, valid, b|nd|nq and enforceable, in accordance with its terms,—and-in—relationto

provide written confirmation to OTC Clear that it has complied with Clearing Rule 818 in

respect of that Security Deed:;

(2) provide written confirmation to OTC Clear showing that it has delivered the Client
Clearing Services Notice to such Client, and has undertaken to do all such things as
OTC Clear may from time to time reasonably require to ensure that such Client is
informed of the nature, costs and risks of the Client Clearing Services (including each
Client Clearing Category);

(3) enter into a Client Clearing Agreement with that Client that incorporates provisions with
the following effect:

(8 in the case of a Clearing Member who is a Rule-Based Clearing Member, the
Clearing Member confirms that the positions and Collateral held in the relevant
Client Account(s) by the Clearing Member as well as any Client Entitlement
calculated by OTC Clear in respect thereto each relate to the corresponding
positions between the Client and the Clearing Member and that, pursuant to the
power of OTC Clear to make rules under section 40(2A) of the SFO, following an
Event of Default of the Clearing Member, in the case of a Non-Porting Client such
Client Entitlement shall be returned by OTC Clear directly to that Client pursuant to
Clearing Rules 1308A and 1309 and in the case of a Porting Client such Client
Entitlement shall be returned by OTC Clear directly to that Client pursuant to
Clearing Rules 1308B and 1309A;

(b) in the case of a Clearing Member who is a Non Rule-Based Clearing Member,
each of the Clearing Member and the Client confirms that the positions and
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(d)

(e)

(f)

(9)

(h)

(i)

0

Collateral held in the relevant Client Account(s) by the Clearing Member as well as
any Client Entitlement calculated by OTC Clear in respect thereto each relate to
the corresponding positions between the Client and the Clearing Member and,
following an Event of Default of the Clearing Member, in the case of a Non-Porting
Client such Client Entitlement shall be returned by OTC Clear to that Client
pursuant to Clearing Rule 1309 and the terms of the Seeurity-Assignment
DeedSecurity Deed betweenentered into by the Defaulting Clearing Member andin
favour of such Client and in the case of a Porting Client such Client Entitlement
shall be returned by OTC Clear to that Client pursuant to Clearing Rule 1309A and

the terms of the Seeurity-Assighment-bBeedSecurity Deed betweenentered into by
the Defaulting Clearing Member andin favour of such Client;;

Corresponding Client Transactions shall be transacted pursuant to the terms of the
Client Clearing Agreement and be segregated (contractually or otherwise) from any
other transactions entered into between the Clearing Member and the Client;

upon the occurrence or designation of an Early Termination Date in respect of the
Clearing Member following an Event of Default, any Corresponding Client
Transaction with the Defaulting Clearing Member must either (i) be automatically
terminated and re-established with, transferred or novated to a Replacement
Clearing Member or (ii) the Client must have the right to terminate such transaction
and re-establish, transfer or novate such transaction to a Replacement Clearing
Member;

if a Corresponding Client Transaction is terminated following such Early Termination
Date, the net replacement value of the Corresponding Client Transaction shall be
equal to the value attributed by OTC Clear to the Contract to which the
Corresponding Client Transaction relates following such Early Termination Date;

any non-cash collateral in respect of Corresponding Client Transactions shall be
provided by way of full title transfer from the Client to the Clearing Member;

that "two way payments" arise in the event of a termination of all Corresponding
Client Transactions, the substantive effect of which is that either a Clearing Member
or a Client will be entitled to receive payment under the relevant termination
provisions if the net replacement value of all terminated Corresponding Client
Transactions effected under the Client Clearing Agreement is in its favour;

an acknowledgement from the Client that the provision of Client Clearing Service by
the Clearing Member to it will not give rise to any liability owed by OTC Clear to the
Client;

the Clearing Member shall have the right in the event of a Rates and FX Clearing
Termination Event relating to OTC Clear, to terminate the Corresponding Client
Transaction;

upon the request of a Transferee Clearing Member to OTC Clear to port to the
Transferee Clearing Member a Client's portfolio of Contracts registered with the

4



818.

824.

833.

Transferor Clearing Member in the relevant Client Position Account in full pursuant
to Clearing Rule 830 or in part pursuant to Clearing Rule 831 from the Transferor
Clearing Member to the Transferee Clearing Member, the Transferor Clearing
Member shall have the right to (i) terminate the relevant Corresponding Client
Transaction with such Client and/or (ii) have the relevant Corresponding Client
Transaction re-established with, transferred or novated to the Transferee Clearing
Member;

(k) in the event that OTC Clear exercises its right under section 3.19 of the Clearing
Procedures to vary the Economic Terms of a Standard Cross-currency Rates
Derivatives Contract, the relevant Affected Clearing Member shall have the right to
vary the terms and conditions of the relevant Corresponding Client Transaction to
reflect such variation;

() the Clearing Member shall only accept from the Client, as collateral for the
Corresponding Client Transactions, the same types of Collateral which OTC Clear
accepts from the Clearing Member in respect of the relevant Client Position Account
to which Contracts relating to such Corresponding Client Transactions are recorded;
and

(m) no margin financing or collateral transformation services shall be provided by the
Clearing Member to the Client under the Client Clearing Agreement,

and to the extent there is no Client Clearing Agreement in full force and effect or there is
any deficiency in the Client Clearing Agreement, the Clearing Member and the Client will
be deemed to have entered into a binding agreement into which the terms set out in this
Clearing Rule 817(3) shall be deemed to have been incorporated. Any changes made to
the terms of a Contract by OTC Clear shall be deemed to be reflected in the
Corresponding Client Transaction.

Where any formalities or registration requirements apply in respect of the—Security
Assignment-Deeda Security Deed (and any other document which OTC Clear may from time
to time determine), a Clearing Member is required to comply with such obligations or to
procure by agreement that such requirements are to be complied with.

Each Clearing Member represents that it has duly informed each of its Clients that any
amounts or monies provided by a Clearing Member to OTC Clear for Margin purposes in
respect of its Client Position Account(s) (whether such amounts or monies are provided by
the Client or not) are transferred on an outright basis with the effect that, except for the
Client’s right to receive any Client Entitlement directly from OTC Clear under Clearing Rules
1308A, 1308B, 1309 and 1309A (in the case of a Clearing Member who is a Rule-Based
Clearing Members) or underthe-Security-Assighment-Deedpursuant to a Security Deed
pursuant-to-the-terms-therein (in the case of a Clearing Member who is a Non Rule-Based

Clearing Member) following the default of such Clearing Member, OTC Clear shall have full
legal and equitable interest in the amounts or monies so transferred.

In addition to the requirements set out in the Clearing Procedures, a full portfolio porting and
a partial portfolio porting must each satisfy the following conditions precedent:



such porting would not violate or result in the violation of any Applicable Laws;

the porting would not cause the Position Limits applicable to either the Transferee
Clearing Member or the Client to be exceeded;

the relevant Client(s), the Transferor Clearing Member and the Transferee Clearing
Member have each executed all documents necessary or required by OTC Clear in

order to effect such porting (including, where applicable, a Security-Assignment
DeedSecurity Deed or Deed of Charge); and

in the event that the porting will lead to a requirement for the Transferor Clearing
Member to post additional Collateral to OTC Clear, the Transferor Clearing Member
posts sufficient Collateral to OTC Clear.

By making a full portfolio porting or partial portfolio porting request, both the Transferor
Clearing Member and the Transferee Clearing Member shall be deemed to have represented
to OTC Clear that all of the relevant conditions to such porting set forth herein and all the
requirements set forth in the Clearing Procedures have been satisfied.

1220. Each Clearing Member represents and warrants to OTC Clear that:

(1)

(2)

immediately prior to delivery of the Collateral to OTC Clear, the Clearing Member is the
sole legal and beneficial owner of all Collateral delivered to OTC Clear;

any Collateral delivered to OTC Clear pursuant to these Clearing Rules is not subject to
any Encumbrance whatsoever save for:

(a) any Encumbrance in favour of OTC Clear;

(b) any liens granted to the clearing systems through which the Collateral is being
transferred;

(c) in the case of a Clearing Member who is a Rule-Based Clearing Member, the right
of its Client to receive any Client Entitlement from OTC Clear under Clearing Rules
1308A and 1309; and

(d) in the case of a Clearing Member who is a Non Rule-Based Clearing Member, any
Encumbrance created pursuant to a Security Deedthe-assignment-ofright-to-the
ol . o Entil ‘ NTC_C | S .
Assignment

in delivering the Collateral to OTC Clear pursuant to these Clearing Rules, the Clearing

Member is not in breach of any of its contractual obligations towards any third party or

under any Applicable Laws;

all fiings and registrations necessary for the purpose of the creation, perfection,
protection and maintenance of any security conferred or intended to be conferred on
OTC Clear by or pursuant to any Deed of Charge between OTC Clear and the Clearing
Member have been effected and are in full force and effect; and

any Deed of Charge between OTC Clear and the Clearing Member creates in favour of
OTC Clear the security which it is expressed to create with the ranking and priority it is
expressed to have;



1220A.

The representations and warranties made by a Clearing Member pursuant to this Clearing
Rule 1220 shall be deemed to be repeated by such Clearing Member on each day Collateral
is delivered to OTC Clear pursuant to these Clearing Rules.

Each Non Rule-Based Clearing Member represents and warrants to OTC Clear that:

1305.

(1) _all fiings and registrations necessary for the purpose of the creation, perfection,
protection and maintenance of any security conferred or intended to be conferred on
each Client by or pursuant to any Security Deed have been effected and are in full force
and effect; and

(2) any Security Deed creates in favour of each Client identified therein security over the
relevant Client Entitlement in respect of such Client that is legal, valid, binding and
enforceable, in accordance with the terms of such deed.

The representations and warranties made by a Non Rule-Based Clearing Member pursuant to
this Clearing Rule 1220A shall be deemed to be repeated by such Clearing Member on each
day on which an Original Transaction is submitted for registration as part of such Clearing
Member’s Client Clearing Services and each day on which Collateral is delivered to OTC
Clear pursuant to these Clearing Rules and in connection with such Clearing Member’s Client
Clearing Services.

Upon the occurrence of an Automatic Early Termination Event or delivery of a Notice of
Default with respect to a Defaulting Clearing Member, OTC Clear may take such steps with
respect to such Defaulting Clearing Member as in the circumstances appear to it, in its
absolute discretion, best calculated:

(1) to discharge the Defaulting Clearing Member’s rights, obligations and liabilities under or
in respect of one or more or all Contracts to which the Defaulting Clearing Member is

party;

(2) to minimize losses or the potential for losses to OTC Clear as a result of the default of
the Defaulting Clearing Member; or

(3) without the need for any prior notice to or consent of such Defaulting Clearing Member:

(a) (where an Automatic Early Termination Event has not occurred) to terminate any
Contract of the Defaulting Clearing Member by designating an Early Termination
Date in respect of such Contract;

(b) to apply any Collateral in the form of cash, and arranging for the liquidation of any
non-cash Collateral and applying the proceeds of the realization of non-cash
Collateral, for the absorption of losses incurred by OTC Clear as a result of the
default of the Defaulting Clearing Member;

(c) to obtain any advice or assistance from the Defaulting Clearing Member and/or any
third party as OTC Clear may deem necessary for any matter arising out of or in
connection with an Event of Default and at the expense of the Defaulting Clearing
Member, and/or



1309.

(d) to complete the process set out in Clearing Rules 1306, 1306A, 1306B, 1306C and
1307 in relation to such Defaulting Clearing Member,

in each case, acting in consultation with the Default Management Group and in accordance

with the Default Management Process.-Subject-to-ApplicableLaws,— OTC Clear-agrees—to

Upon the occurrence of an Automatic Early Termination Event or delivery of a Notice of
Default in respect of a Clearing Member, OTC Clear shall not be obliged to: (a) pay any
Notional Exchange Failure Adjustment Amount payable by it in respect of such Clearing
Member; or (b) make any further payments or deliveries in respect of any Contract registered
in the name of such Clearing Member, in either case which would otherwise have fallen due
on or after such time, and upon the occurrence of an Early Termination Date in respect of
such Contracts, any obligations to pay such Notional Exchange Failure Adjustment Amount or
to make such further payments or deliveries and any amounts that are due but unpaid in
respect of such Contracts shall be satisfied by the payment by, or to, the Defaulting Clearing
Member of a single net sum to be determined in accordance with Clearing Rules 1306,
1306A, 1306B, 1306C and 1307, provided that if a Rates and FX Clearing Termination Event
occurs at any time prior to the completion of the Default Management Process with respect to
a Defaulting Clearing Member, no net sum shall be payable in accordance with Clearing
Rules 1306, 1306A, 1306B, 1306C and 1307 and the applicable termination amounts shall
instead be determined in accordance with Clearing Rules 1531 to 1540.

OTC Clear will determine the Client Entitlement in respect of each Non-Porting Client in
accordance with the following:

(1) the Client Entitlement relating to each Client Clearing Category 1 Position Account to
which Contracts relating to a Non-Porting Client are recorded shall be an amount equal
to (i) the Non-Porting Client Credit in respect of such Client Position Account to which
Contracts relating to such Non-Porting Client is recorded (if any) as determined in
accordance with Clearing Rule 1306A or (ii) (following the occurrence of a Rates and FX
Clearing Termination Event) the Limited Recourse Applicable Percentage of the Limited
Recourse CM Receivable in respect of such Client Position Account as determined in
accordance with Clearing Rule 1538.

(1A) the Client Entitlement relating to each Client Clearing Category 2 Position Account to
which Contracts relating to a Non-Porting Client are recorded shall be the greater of zero
and an amount equal to the product of:

(@) the hypothetical Initial Margin with respect to the Affected Contracts of such Non-
Porting Client (calculated on a portfolio margining basis assuming that all Affected
Contracts of such Non-Porting Client were booked into a single separate
hypothetical position account assigned solely to such Non-Porting Client) divided by
the aggregate of the hypothetical Initial Margin with respect to the Affected
Contracts relating to all Non-Porting Clients of such Client Clearing Category 2
Position Account (each such hypothetical Initial Margin for each individual Non-
Porting Client being calculated on a portfolio margining basis assuming that the
Affected Contracts of each individual Non-Porting Client were booked into a single
separate hypothetical position account assigned solely to such individual Non-
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Porting Client), in each case, such Initial Margin being calculated during the
Portfolio Novation Cycle immediately preceding the occurrence of the relevant DMP
Event; and

(b) (i) the Non-Porting Client Credit in respect of such Client Position Account to which
Contracts relating to such Non-Porting Clients are recorded (if any) as determined in
accordance with Clearing Rule 1306A or (ii) (following the occurrence of a Rates
and FX Clearing Termination Event) the Limited Recourse Applicable Percentage of
the Limited Recourse CM Receivable in respect of such Client Position Account as
determined in accordance with Clearing Rule 1538.

(2) OTC Clear will make any determination pursuant to Clearing Rules 1308A and 1309
using its own records based on the information provided to it by the Defaulting Clearing
Member. OTC Clear shall be entitled to rely on such records without conducting any
independent verification in respect of the same. Notwithstanding the immediately
foregoing, OTC Clear may, in its absolute discretion (i) adjust such records to reflect any
factors reasonably taken into consideration when performing such valuation and/or (ii)
withhold delivery of any Client Entitlement until such time as the Defaulting Clearing
Member or its representative provides to OTC Clear any information requested by OTC
Clear.

(3) Following the calculation of a Client Entitlement, where the relevant Client instructs OTC
Clear to pay an amount to it equal to the Client Entitlement due to be returned in respect
of it to the Defaulting Clearing Member, then subject to entering into relevant
documentation between OTC Clear and the relevant Client (which may, without
limitation, include an indemnity (secured or otherwise) to OTC Clear in respect of any
loss or liability arising from the legal invalidity of any payment of the Client Entitlement to
the Client), OTC Clear shall,:

3560 aring b d-C g ber; determine, in

the-its sole and absolute discretion, ef-OFC-Clear-the period of time during which it will
give effect to instructions received from its Client pursuant to Clearing Rule 1309(3) and,
within such period of time, pay the Client Entitlement directly to the Client instead of
returning the same to the Defaulting Clearing Member;-or

If the relevant Client fails to enter into relevant documentation with OTC Clear and/or, if
applicable, provide OTC Clear with appropriate documentation, each as required under
this Clearing Rule 1309(3), OTC Clear shall reserve the right to withhold the delivery of
any Client Entitlement until such time such relevant documentation has been properly
entered into with OTC Clear and/or, if applicable, such appropriate documentation has
been properly provided to OTC Clear.

1309A. OTC Clear will determine the Client Entitlement in respect of each Porting Client in
accordance with the following:



(1) if the relevant DMP Event with respect to the Defaulting Clearing Member is not an
Automatic Early Termination Event:

(a) the Client Entitlement relating to each Client Clearing Category 1 Position Account
to which Contracts (including, for the avoidance of doubt, any Non-Porting
Contracts) relating to a Porting Client are (or, immediately prior to the relevant
scheduled Termination Date or Settlement Date, as the case may be, were)
recorded shall be the aggregate of all amounts that have become due and payable
by OTC Clear to the Defaulting Clearing Member on or after the date the relevant
DMP Event in respect of any Contracts (including, for the avoidance of doubt, any
Non-Porting Contracts) recorded in the relevant Client Position Account which have
not already been paid (without prejudice to, and after giving effect to, any rights of
set-off, netting and/or currency conversion under the Clearing Rules);_and

&A)(b) the Client Entitlement relating to each Client Clearing Category 2 Position
Account to which Contracts (including, for the avoidance of doubt, any Non-Porting
Contracts) relating to a Porting Client are (or, immediately prior to the relevant
scheduled Termination Date or Settlement Date, as the case may be, were)
recorded shall be the greater of zero and an amount equal to the product of:

(ai) _an amount equal to:

(iA) the hypothetical net amount payable by OTC Clear to the Defaulting
Clearing Member in respect of all amounts that have become due and
payable by OTC Clear to the Defaulting Clearing Member or by the
Defaulting Clearing Member to OTC Clear, in each case on or after the
date the relevant DMP Event occurs in respect of any Contracts
(including, for the avoidance of doubt, any Non-Porting Contracts)
relating to such Porting Client recorded in the relevant Client Position
Account which have not already been paid (calculated on a hypothetical
basis after giving effect to any rights of set-off or netting under the
Clearing Rules and after converting any amounts denominated in other
currencies into the Base Currency at such rate prevailing at the time of
the calculation as OTC Clear shall reasonably select) (to the extent such
hypothetical net sum is a positive number, such amount a “Porting
Client Hypothetical Net Receivable”); divided by

(#B) the sum of all Porting Client Hypothetical Net Receivables for each of the
Porting Clients sharing the relevant Client Clearing Category 2 Position
Account; and

(bii) the aggregate of all amounts that have become due and payable by OTC Clear
to the Defaulting Clearing Member on or after the date the relevant DMP Event
occurs in respect of any Contracts (including, for the avoidance of doubt, any
Non-Porting Contracts) recorded in the relevant Client Position Account which
have not already been paid (without prejudice to, and after giving effect to, any
rights of set-off, netting and/or currency conversion under the Clearing Rules).
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(1A) if the relevant DMP Event with respect to the Defaulting Clearing Member is an Automatic

)

®)

Early Termination Event:

(a) the Client Entitlement relating to relating to _a Porting Client which is a Client
Clearing Category 1 Client shall be the positive net sum (if any) determined in
accordance with Clearing Rule 1703(1A)(a)(ii) in respect of that Porting Client; and

(b) the Client Entitlement relating to a Porting Client which is a Client Clearing Category
2 Client_shall be the greater of zero and an amount equal to the product of:

() the hypothetical Initial Margin with respect to the Non-Porting AET Contracts of
such Porting Client (calculated on a portfolio margining basis assuming that all
Non-Porting AET Contracts of such Porting Client had not terminated and were
booked into a single separate hypothetical position account assigned solely to
such Porting Client) divided by the aggregate of the hypothetical Initial Margin
with respect to the Non-Porting AET Contracts relating to all Porting Clients of
the relevant Client Clearing Category 2 Position Account (each such
hypothetical Initial Margin for each individual Porting Client being calculated on
a_portfolio margining basis assuming that the Non-Porting AET Contracts of
each individual Porting Client were not terminated and were booked into a
single separate hypothetical position account assigned solely to such individual
Porting Client), in each case, such Initial Margin being calculated during the
Portfolio Novation Cycle immediately preceding the occurrence of the relevant
DMP _Event; and

(i) the positive net sum (if any) determined in accordance with Clearing Rule
1704(1A)(a)(ii) in respect of the relevant Client Clearing Category 2 Position
Account.

OTC Clear will make any determination pursuant to Clearing Rules 1308B and 1309A
using its own records based on the information provided to it by the Defaulting Clearing
Member. OTC Clear shall be entitled to rely on such records without conducting any
independent verification in respect of the same. Notwithstanding the immediately
foregoing, OTC Clear may, in its absolute discretion (i) adjust such records to reflect any
factors reasonably taken into consideration when performing such valuation and/or (ii)
withhold delivery of any Client Entitlement until such time as the Defaulting Clearing
Member or its representative provides to OTC Clear any information requested by OTC
Clear.

Following the calculation of a Client Entitlement, where the relevant Client instructs OTC
Clear to pay an amount to it equal to the Client Entitlement due to be returned in respect
of it to the Defaulting Clearing Member, then subject to entering into relevant
documentation between OTC Clear and the relevant Client (which may, without limitation,
include an indemnity (secured or otherwise) to OTC Clear in respect of any loss or
liability arising from the legal invalidity of any payment of the Client Entitlement to the
Client), OTC Clear shall,:

a-Clea . . G - determine,
in the-its sole and absolute discretion, of OTC-Clear-the period of time during which
it will give effect to instructions received from its Client pursuant to Clearing Rule
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1310.

1309A(3) and, within such period of time, pay the Client Entitlement directly to the
Client instead of returning the same to the Defaulting Clearing Member;-or

If the relevant Client fails to enter into relevant documentation with OTC Clear and/or, if
applicable, provide OTC Clear with appropriate documentation, each as required under
this Clearing Rule 1309A(3), OTC Clear shall reserve the right to withhold the delivery of
any Client Entittement until such time such relevant documentation has been properly
entered into with OTC Clear and/or, if applicable, such appropriate documentation has
been properly provided to OTC Clear.

For the purpose of the processes set out in Clearing Rule 1306 to 1309, OTC Clear may take
into account any Client’s interest in any Collateral or proceeds thereof forming part of its
Client Entitlement pursuant to Clearing Rules 1308A and 1309 and, if applicable, theany

relevant Security-Assignment-DeedSecurity Deed, and the operations of section 56(1) shall
be modified by this Clearing Rule 1310, as permitted under section 56(2) of the SFO.

1539. Where a Limited Recourse CM Receivable relates to a Client Position Account of one or more

1703.

Non-Porting Clients of a Defaulting Clearing Member, and subject to entering into relevant
documentation between OTC Clear and the relevant Non-Porting Client(s) (which may,
without limitation, include an indemnity (secured or otherwise) to OTC Clear in respect of
any loss or liability arising from the legal invalidity of any payment of the relevant Limited
Recourse CM Receivable to the Client(s)), OTC Clear shall pay any amount payable by it
under Clearing Rule 1538(3) in relation to such Limited Recourse CM Receivable directly to
the relevant Non-Porting Client(s) as Client Entitlement in accordance with Clearing Rules
1308A and 1309. For the purpose of this Clearing Rule 1539, OTC Clear may take into
account any Non-Porting Client’s interest in any Collateral or proceeds thereof pursuant to
Clearing Rules 1308A and 1309 and, if applicable, theany relevant Security-Assignment
DeedSecurity Deed, and the operations of section 56(1) of the SFO shall be modified by this
Clearing Rule 1539, as permitted under section 56(2) of the SFO.

In respect of all Affected Contracts registered in the name of a Defaulting Clearing Member in
respect of a Client Clearing Category 1 Position Account relating to a Client, provided that
OTC Clear is reasonably satisfied that (i) the Replacement Clearing Member has been
appointed prior to the occurrence of the relevant DMP Event, (ii) it has received completed
Porting Instructions by 5:00pm (Hong Kong time) on the OTC Clear Clearing Day immediately
following the occurrence of such DMP Event, (iii) it has further received the consent of the
appointed Replacement Clearing Member to accept_the porting of all such Affected Contracts
by 5:00pm (Hong Kong time) on the OTC Clear Clearing Day immediately following the
occurrence of such DMP Event, (iv) no DMP Event has occurred with respect to the
Replacement Clearing Member at the time of purported porting, and (v) the relevant margin
and credit check relevant to the purported porting is successfully passed:

(1) if the relevant DMP Event with respect to the Defaulting Clearing Member is not an
Automatic Early Termination Event, OTC Clear shall terminate and close-out such
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Affected Contracts at their market value (as determined by OTC Clear in its discretion)
and enter into new Contracts on the same terms to such Affected Contracts with the
appointed Replacement Clearing Member;

(1A)if the relevant DMP_ Event with respect to the Defaulting Clearing Member is_an
Automatic Early Termination Event:

(a)__in respect of all such Affected Contracts that are Non-Porting AET Contracts:

() OTC Clear will determine the aggregate trade value in respect of all such Non-
Porting AET Contracts as at the relevant Early Termination Date. Such
aggregate trade value may be zero, positive or negative. A positive aggregate
trade value indicates a net sum being payable by OTC Clear to the Defaulting
Clearing Member in respect of such Non-Porting AET Contracts; and a
negative aggregate trade value indicates a net sum being payable by the
Defaulting Clearing Member to OTC Clear in respect of such Non-Porting AET
Contracts;

(i) _if the aggregate trade value determined pursuant to sub-paragraph (i) above is
a positive number, such value shall be netted against any losses incurred by
OTC Clear relating to such Non-Porting AET Contracts as a result of the
default of the Defaulting Clearing Member. If the aggregate trade value
determined pursuant to sub-paragraph (i) above is zero or a negative number,
such value shall be aggregated with any such losses;

(i) _if the net sum determined pursuant to sub-paragraph (ii) is a negative humber,
the Outright Transfer Margin Balance, if any, relating to the relevant Client
Clearing Category 1 Position Account and, if necessary, any proceeds of
enforcement of any non-cash Collateral comprising the Margin Balance of the
corresponding Collateral Account (and any income and redemption proceeds
thereon that have not already been paid to or withdrawn by the Defaulting
Clearing Member) shall be reduced by an amount equal to the absolute value
of such net sum; and

(iv) if the net sum determined pursuant to sub-paragraph (ii) is a positive humber,
such net sum shall form part of the Client Entitlement to be returned to the
relevant Client pursuant to Clearing Rule 1309A; and

(b) in respect of all such Affected Contracts that are Porting AET Contracts, OTC Clear
shall enter into new Contracts with the appointed Replacement Clearing Member on
the same terms as such Porting AET Contracts;

(2) pursuant to the terms of the Client Clearing Agreement between the Defaulting Clearing
Member and such Client, OTC Clear shall transfer, on account of such Client, the Client
Clearing Category 1 Account Balance relating to such Client (excluding any Collateral
recorded in the Client Clearing Category 1 Collateral Account relating to such Client that
is subject to a Deed of Charge between the Defaulting Clearing Member and OTC Clear

13



in respect of the Client Collateral Account(s)) to the appointed Replacement Clearing
Member;

(3) the amount due to be returned to the Defaulting Clearing Member in respect of such
Client Clearing Category 1 Position Account and related Client Clearing Category 1
Collateral Account shall be reduced by an amount equal to the Client Clearing Category 1
Account Balance referred to in sub-paragraph (2) above; and

(4) in respect of any Collateral recorded in the Client Clearing Category 1 Collateral Account
relating to such Client that is subject to a Deed of Charge between the Defaulting
Clearing Member and OTC Clear in respect of the Client Collateral Account(s), porting
shall be effected as follows:

(a) any equities of redemption held by the Defaulting Clearing Member in respect of that
Collateral shall be assigned absolutely to the Replacement Clearing Member, such
that those equities of redemption become subject to the security interests granted in
favour of OTC Clear pursuant to the Deed of Charge between the Replacement
Clearing Member and OTC Clear; and

(b) OTC Clear shall release that Collateral from the security interests granted in favour
of OTC Clear pursuant to the relevant Deed of Charge between the Defaulting
Clearing Member and OTC Clear, such that the Replacement Clearing Member
becomes entitled to redeem that Collateral pursuant to any equities of redemption
assigned to it pursuant to sub-paragraph (a) above.

1704. In respect of all Affected Contracts registered in the name of a Defaulting Clearing Member in
respect of a Client Clearing Category 2 Position Account, provided that OTC Clear is
reasonably satisfied that (i) the Replacement Clearing Member has been appointed by all
Clients identified as sharing such Client Clearing Category 2 Position Account prior to the
occurrence of the relevant DMP Event, (ii) all such Clients have appointed the same
Replacement Clearing Member, (iii) it has received completed Porting Instructions from all of
the Clients identified as sharing such Client Clearing Category 2 Position Account by 5:00pm
(Hong Kong time) on the OTC Clear Clearing Day immediately following the occurrence of
such DMP Event, (iv) OTC Clear has further received the consent of the appointed
Replacement Clearing Member to accept_the porting of all such Affected Contracts by 5:00pm
(Hong Kong time) on the OTC Clear Clearing Day immediately following the occurrence of
such DMP Event, (v) no DMP Event has occurred with respect to the Replacement Clearing
Member at the time of purported porting, and (vi) the relevant margin and credit check
relevant to the purported porting is successfully passed:

(1) if the relevant DMP Event with respect to the Defaulting Clearing Member is not an
Automatic Early Termination Event, OTC Clear shall terminate and close-out such
Affected Contracts at their market value (as determined by OTC Clear in its discretion)
and enter into new Contracts on the same terms to such Affected Contracts with the
appointed Replacement Clearing Member;

(1A) if the relevant DMP_ Event with respect to the Defaulting Clearing Member is an
Automatic Early Termination Event:
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)

®3)

(a)__in respect of all such Affected Contracts that are Non-Porting AET Contracts:

() OTC Clear will determine the aggregate trade value in respect of all such Non-
Porting AET Contracts as at the relevant Early Termination Date. Such
aggregate trade value may be zero, positive or negative. A positive aggregate
trade value indicates a net sum being payable by OTC Clear to the Defaulting
Clearing Member in respect of such Non-Porting AET Contracts; and a
negative aggregate trade value indicates a net sum being payable by the
Defaulting Clearing Member to OTC Clear in respect of such Non-Porting AET
Contracts;

(i) _if the aggregate trade value determined pursuant to sub-paragraph (i) above is
a positive number, such value shall be netted against any losses incurred by
OTC Clear relating to such Non-Porting AET Contracts as a result of the
default of the Defaulting Clearing Member. If the aggregate trade value
determined pursuant to sub-paragraph (i) above is zero or a negative humber,
such value shall be aggregated with any such losses;

(i) _if the net sum determined pursuant to sub-paragraph (ii) is a negative number,
the Outright Transfer Margin Balance, if any, relating to the relevant Client
Clearing Category 2 Position Account and, if necessary, any proceeds of
enforcement of any non-cash Collateral comprising the Margin Balance of the
corresponding Collateral Account (and any income and redemption proceeds
thereon that have not already been paid to or withdrawn by the Defaulting
Clearing Member) shall be reduced by an amount equal to the absolute value
of such net sum; and

(iv) if the net sum determined pursuant to sub-paragraph (ii) is a positive number,
such net sum shall form part of the Client Entitlement to be returned to the
relevant Client pursuant to Clearing Rule 1309A; and

(b) in respect of all such Affected Contracts that are Porting AET Contracts, OTC Clear
shall enter into new Contracts with the appointed Replacement Clearing Member on
the same terms as such Porting AET Contracts;

pursuant to the terms of the Client Clearing Agreement between the Defaulting Clearing
Member and each such Client, OTC Clear shall transfer, on account of all such Clients
sharing the same Client Clearing Category 2 Position Account, the aggregate Client
Clearing Category 2 Account Balances of such Clients (excluding any Collateral
recorded in the Client Clearing Category 2 Collateral Account relating to that Client
Clearing Category 2 Position Account that is subject to a Deed of Charge between the
Defaulting Clearing Member and OTC Clear in respect of the Client Collateral
Account(s)) to the appointed Replacement Clearing Member;

the amount due to be returned to the Defaulting Clearing Member in respect of such
Client Clearing Category 2 Position Account and such Client Clearing Category 2
Collateral Account shall be reduced by an amount equal to the Client Clearing Category
2 Account Balances referred to in sub-paragraph (2) above; and
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(4) In respect of any Collateral recorded in such Client Clearing Category 2 Collateral
Account that is subject to a Deed of Charge between the Defaulting Clearing Member
and OTC Clear in respect of the Client Collateral Account(s), porting shall be effected as
follows:

(a) any equities of redemption held by the Defaulting Clearing Member in respect of
that Collateral shall be assigned absolutely to the Replacement Clearing Member,
such that those equities of redemption become subject to the security interests
granted in favour of OTC Clear pursuant to the Deed of Charge between the
Replacement Clearing Member and OTC Clear; and

(b) OTC Clear shall release that Collateral from the security interests granted in favour
of OTC Clear pursuant to the relevant Deed of Charge between the Defaulting
Clearing Member and OTC Clear, such that the Replacement Clearing Member
becomes entitled to redeem that Collateral pursuant to any equities of redemption
assigned to it pursuant to sub-paragraph (a) above.

1704A. A Defaulting Clearing Member agrees to waive any of its rights or entitlements to object to

1710.

the Affected Contracts registered in its name to be ported. In respect of each Affected
Contract being ported at a Client's request and pursuant to these Clearing Rules, the
Defaulting Clearing Member and the relevant Replacement Clearing Member shall co-operate
with OTC Clear and the Client(s) and facilitate such porting arrangement, including:

(1) if the relevant DMP Event with respect to the Defaulting Clearing Member is not an
Automatic Early Termination Event, closing-out each Affected Contract and re-
establishing a new Contract on the same terms as the relevant Affected Contract with
the relevant Replacement Clearing Member; or

(2) if the relevant DMP Event with respect to the Defaulting Clearing Member is an
Automatic Early Termination Event, OTC Clear entering into_new Contracts with the
relevant Replacement Clearing Member on the same terms as such Affected Contracts
that are Porting AET Contracts,

and any associated movement of Collateral relating to such Affected Contracts.

References to Affected Contracts being “ported” pursuant to this Chapter 17 shall mean:

(1) in respect of Affected Contracts other than Affected AET Contracts, such Affected
Contracts being terminated and OTC Clear entering into new Contracts on the same
terms as such Affected Contracts with the relevant Replacement Clearing Member
pursuant to Clearing Rule 1703(1) or Clearing Rule 1704(1); or

(2) _in respect of Porting AET Contracts, OTC Clear entering into new Contracts with the
relevant Replacement Clearing Member on the same terms as Porting AET Contracts
pursuant to Clearing Rule 1703(1A)(b) or Clearing Rule 1704(1A)(b).
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PRC Clearing Member Schedule

This Schedule sets out certain amendments to the Clearing Rules and Clearing Procedures that
are applicable to Clearing Members incorporated in the People’s Republic of China (excluding-,
Hong Kong, Macao Special Administrative Region, and the Taiwan area) (“PRC”). For the
avoidance of doubt, this Schedule shall only apply to Clearing Members who are incorporated in
the PRC.

Amendments to the Clearing Rules

1. The definition of “Affiliates” in Clearing Rule 101 shall be replaced in its entirety with the
following:

“means, with respect to any specified Person, any other Person that Controls, is Controlled
by, or is under common Control with, such specified Person, provided that, two Persons
both of which are controlled, directly or indirectly, by the PRC government will not become
Affiliates of each other merely because the PRC government directly or indirectly controls
both of them.”

2. Paragraph (4) of the definition of “Insolvency Proceedings” in Clearing Rule 101 shall be
replaced in its entirety with the following:

“(4) institutes or has instituted against it a proceeding outside of the PRC seeking
judgment of insolvency or bankruptcy or any other relief under any bankruptcy or
insolvency law or other similar law affecting creditors’ rights or a petition is
presented for its winding-up or liquidation outside of the PRC and in the case of
any such proceeding or petition instituted or presented against it outside of the
PRC, such proceeding or petition: (a) results in a judgment of insolvency or
bankruptcy, or the entry of an order for relief, or the making of an order for winding-
up or liquidation; or (b) is not dismissed, discharged, stayed or restrained in each
case within 30 calendar days of the institution or presentation thereof;

(4A) institutes or has instituted against it a proceeding in the PRC seeking judgment of
insolvency or bankruptcy or any other relief under any bankruptcy or insolvency
law or other similar law affecting creditors’ rights or a petition is presented for its
winding-up or liquidation in the PRC;”

3. The following definition of “PRC” shall be included in Clearing Rule 101:
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PRC” means the People’s Republic of China (excluding Hong Kong, Macao Special
Administrative Region, and the Taiwan area);”

4. Clearing Rule 216 shall be replaced in its entirety with the following:

216. “The courts of Hong Kong shall have exclusive jurisdiction to hear and determine
any action or dispute which may arise out of or in connection with these Clearing
Rules. OTC Clear and each Clearing Member irrevocably submit to the exclusive
jurisdiction of Hong Kong courts and agrees to waive any objection it might
otherwise have to such jurisdiction.”

4.5. Clearing Rule 1303 shall be replaced in its entirety with the following:

1303. “The occurrence of an event described in paragraph (4A) under the definition of
Insolvency Proceedings with respect to a Clearing Member will constitute an
“Automatic Early Termination Event” in respect of such Clearing Member. Where
an Automatic Early Termination Event has occurred with respect to a Clearing




5:6.

Member, an Early Termination Date in respect of all Contracts then registered in
the name of such Clearing Member shall occur immediately upon the occurrence of
the relevant event; and in each case, without the need for any other or prior notice
or determination by OTC Clear. With effect from, and including, the date on which
an Early Termination Date occurs with respect to all Contracts registered in a name
of a Clearing Member as a result of an Automatic Early Termination Event, such
Clearing Member shall become a Defaulting Clearing Member.”

The following shall be inserted after Clearing Rule 1316(3):

“(4) If any Early Termination Date is deemed to have occurred under Clearing Rule
1303 as a result of the occurrence of an Automatic Early Termination Event, the
Defaulting Clearing Member shall fully indemnify OTC Clear on demand against all
expense, loss, damage or liability that OTC Clear may incur in respect of each
Contract as a consequence of the movements in interest rates, currency exchange
rates or market quotations between the Early Termination Date and the date upon
which OTC Clear first becomes aware that the Early Termination Date has
occurred under Clearing Rule 1303.”

Clearing Rule 2227 shall be replaced in its entirety with the following:

2227. “Each Standard Rates Derivatives Contract shall be governed by and construed in
accordance with the laws of Hong Kong and the courts of Hong Kong shall have
exclusive jurisdiction to hear and determine any action or dispute which may arise
here from. OTC Clear and each Clearing Member hereto irrevocably submit to such
jurisdiction and agrees to waive any objection it might otherwise have to such

jurisdiction.”

Clearing Rule 2322 shall be replaced in its entirety with the following:

2322. “Each Non Deliverable Rates Derivatives Contract shall be governed by and
construed in accordance with the laws of Hong Kong and the courts of Hong Kong
shall have exclusive jurisdiction to hear and determine any action or dispute which
may arise here from. OTC Clear and each Clearing Member hereto irrevocably
submit to such jurisdiction and agrees to waive any objection it might otherwise
have to such jurisdiction.”

Clearing Rule 2422 shall be replaced in its entirety with the following:

10.

2422. “Each FX Derivatives Contract shall be governed by and construed in accordance
with the laws of Hong Kong and the courts of Hong Kong shall have exclusive
jurisdiction to hear and determine any action or dispute which may arise here from.
OTC Clear _and each Clearing Member hereto irrevocably submit to such
jurisdiction and agrees to waive any objection it might otherwise have to such

jurisdiction.”

Clearing Rule 2522 shall be replaced in its entirety with the following:

2522. “Each Standard Cross-currency Rates Derivatives Contract shall be governed by
and construed in accordance with the laws of Hong Kong and the courts of Hong
Kong shall have exclusive jurisdiction to hear and determine any action or dispute
which may arise here from. OTC Clear and each Clearing Member hereto
irrevocably submit to such jurisdiction and agrees to waive any objection it might
otherwise have to such jurisdiction.”




Amendments to the Clearing Procedures

6:11.

The first paragraph of paragraph 8.6.1 of the Clearing Procedures shall be replaced in its
entirety with the following:

“The entire Auction process may take a number of days, but is expected to be completed
(i) as soon as reasonably practicable and (ii) no later than 30 calendar days from the
commencement of the Auction process. Auction Portfolios may be auctioned at different
times. Each Auction Portfolio shall be subject to its own Auction.”






