Side Letter A

Side Letter A to the Memorandum of Understanding between the Securities and
Futures Commission (“SFC”) and the Hong Kong Exchanges and Clearing Limited
(“HKEx”) dated and signed on 20 February 2001 on matters relating to SFC oversight,
supervision of exchange participants and market surveillance (“MOU”).

This side letter sets out the reports to be provided by HKEx to the SFC Intermediaries
Supervision Department pursuant to Clause 1 of Appendix II of the MOU.

Dated : 20 February 2001

Lo

Mr. Andrew Len Tao SKeng
For the Securities and Futures Commission

A0S

Mr. Lee Yeh Kwong, Charles~—
For Hong Kong Exchanges and Clearing Limited
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Side Letter A

Provision of reports by HKEx to the SFC Intermediaries Supervision
Department

According to agreed schedule

1.

Largest aggregate unfavourable marks and collateral report (only for pages showing
positive amount of stock collateral on hand) — HKEx will provide this report to the
SFC on a daily basis by facsimile until such time that the SFC is able to print this
report from a CCASS terminal installed at the SFC.

Broker surveillance report — HKEx will provide this report to the SFC by facsimile as
and when this report is produced.

A list of exchange participants whose minimum liquid capital requirements pursuant
to the Exchange Rules are different from those of the Financial Resources Rules
enforced by the SFC — HKEx will provide the list and the relevant information to the
SFC on a monthly basis by e-mail or facsimile.

Upon reasonable request by the SFC

4,

5.

10.

Suspended / volatile stock surveillance report

Report on use of general stock collateral by stock

All settled Settlement Instruction (SI) of brokers and / or investor participants

Risk projection report by broker

Shareholding in CCASS (by broker and / or specified investor participant) until such
tslglg that the SFC is able to print this report from a CCASS terminal installed at the

Daily settlement summary (by exchange participant)

Cross trade report



Side Letter D

Side Letter D to the Memorandum of Understanding between the Securities and
Futures Commission (“SFC”) and the Hong Kong Exchanges and Clearing Limited
(“HKEx”) dated and signed on 20 February 2001 on matters relating to SFC oversight,
supervision of exchange participants and market surveillance (“MOQU™).

This side letter sets out the information which HKEx shall provide to the SFC Supervision of
Markets Division pursuant to Clause 1 of Appendix IT of the MOU, is to be provided by
HKEx to the SFC.

Dated : 20 February 2001

B,

Mr. Andrew Len Tao Shg!ng
For the Securities and Futures Commission

b~

Mr. Lee Yeh Kwong, Charles < ——
For Hong Kong Exchanges and Clearing Limited




Side Letter D

Supervision of Markets

HKEx shall provide the SFC with cross market information weekly in the attached
format,

HKEx shall provide the SFC with a sensitivity analysis on HKSCC Guarantee Fund,
HKCC Reserve Fund and SEOCH Reserve Fund weekly in the attached format.

HKEx shall upon a market crisis or a reasonable request of the SFC (e.g. HSI moves by
more than 5% in any trading day or where there are significant market movements in
major overseas markets) provide a sensitivity analysis on the Guarantee Fund and
Reserve Fund in the format set out in item 2 above to the SFC as soon as reasonably
practicable.

HKEXx shall, subject to resource constraints and upon a reasonable request of the SFC at
the time of an extreme market crisis, provide additional information relating to the
Guarantee Fund and Reserve Fund to the SFC as soon as reasonably practicable e.g.
based on the format set out in item 2 above, expand the sensitivity analysis to + and —
50% of market movement and default rate.

HKEXx shall provide the SFC monthly with a HKFE exchange participant list and other
information as agreed between HKEx and the SFC.

HKEZX shall provide the SFC quarterly with the CCASS Participant and Designated Bank
List.
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Side Letter - ltem 1

Hong Kong Futures Exchange
Economic Research Department

Monday

Tuesday

Wednesday

Thursday

Friday

Daily difference between
HSIF and HSI daily closing levels

Daily turnover (contracts)
HSIF
Spot-month|
Other contract months
Total

HSIO (Call)
Spot-monthi|

Other contract months
Total

HSIO (Put)
Spot-mont]

QOther contract months
Total

HIBOR futures

Open position (contracts)

HSIO (Put)|
Gross
Net

Stock futures|
Gross|
Net

HIBOR futuresf
Gross

HSIF and HSIO position delta
concentration by top 5 brokers
{contracts) (figure in bracket is
% of total market position delta) |

Additional margin requirements
for large open positions

HSIF = HSI futures
HSIO = HSI options



Side Letter — ltem 1

9A

Stock options market for the week

Call+Put (CurrWeek)

Call+Put (PrevWeek)

{positions as of each week)

9a. Average Daily Turnover

Ob. Average Daily Gross Open Interest

Top 10 Exchange Participant(a)

Whole Market(b)

Market Share(%) (a*100/b)

9c. Average Daily Net Open Interest

Top 10 Exchange Participani(a)

Whole Market(h)

Market Share(%) (a*100/b)

9d, Average Daily Open Interest of HSI Constituent

Options Stocks

9B

Stock options market for the week

Put (CurrWeek})

Put (PrevWeek)

(positions as of each week)

9a. Average Daily Turnover

9b. Average Daily Gross Open Interest

Top 10 Exchange Participant{a)

Whole Market(b}

Market Share(%) (a*100/b)

9¢. Average Daily Net Open Interest

Top 10 Exchange Participant(a)

Whole Market(b)

Market Share(%) (2*100/b)

9d, Average Daily Open Interest of HSI Constitueat

Options Stocks

9C

Stock options market for the week

Call {CurrWeek)

Call (PrevWeek)

(positions as of each week}

9a. Average Daily Turnover

9b. Average Daily Gross Open Interest

Top 10 Exchange Participant(a)

¥hole Market{b}

Market Share{%) (a*100/b)

Oc. Average Daily Net Open Interest

Top 10 Exchange Participant(a)

Whole Market(b)

Market Share(%) (a*100/b)

9d. Average Daily Open Interest of HSI Constituent

Options Stocks




Side Letter — Item 2
Sensitivity Analysis of HKEx Exposure (in $m)
Exposure of Guarantee / Reserve Funds of Clearing Houses
As at dd month yyyy

HSI Closing as at  dd month yyyy :

CASH Guarantee fund: $xxxm
Market
Default Move |Net Long CNS = Net Short CNS =
Rate -30% -20% -10% +10% |  +20% +30%
10%
20%
30%
FUTURES Reserve fund:$zzzm
Market |Gross Open Interest =
Default Move |[Net Open Interest =
Rate -30% -20% ~10% +10% +20% +30%
Margin Call
10%
20%
30%
TRADED OPTIONS
Market |Open Interest(1): call = put =
Default Move |Net Open Interest{2). call = put =
Rate -30% -20% -10% +10% +20% +30%
Margin Call
10%
20%
30%
Note :

1. Open Interest is either the total long or short positions of the market

2. Net Open Interest(NQOI) of a Participant is the sum of either the net long or net short
positions held in individual option series of all classes. The market NOIl is the aggregate
sum of all Participants’ NOI on either the net long or net short.

3. The actual reserve fund size is HK$ kkkm.





