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When the PRC Futures and Derivatives Law comes into effect on 1 August 2022, China will become a ‘clean
netting jurisdiction’. Therefore, now is the time for Chinese companies and their international financial
institution counterparties to actively focus on regulatory margin requirements for OTC derivatives and
negotiate initial margin and variation margin documentation.

Based on KWM’s extensive experience in assisting major international and Chinese financial
institutions with margin documentation negotiations, this bilingual guide is designed to help Chinese
companies gain a better understanding of the key initial margin documents used in the international

market.
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1.OVERVIEW OF REGULATORY MARGIN

REQUIREMENTS
mERIEEZZEXRHR

The Basel Committee on Banking Supervision and the
International Organization of Securities Commissions have jointly
published a set of global regulatory margin standards which
require counterparties to OTC derivatives to post and collect
initial margin and variation margin to and from each other. To
implement the global regulatory margin standards, most major
jurisdictions have introduced their own local regulatory margin
rules subject to some important jurisdiction-specific variations.

Generally speaking, regulated financial institutions (such as banks)

are directly subject to local regulatory margin rules issued by the
relevant financial regulator(s). These rules generally require the

institution to both post and collect (i.e., exchange) variation margin

and initial margin to and from certain types of counterparties.

To comply with the regulatory requirement to exchange margin,
a regulated financial institution will negotiate and enter into
margin documents with each of its counterparties, which

will impose contractual obligations on each side to exchange
margin. Therefore, even if a counterparty to a regulated financial

institution is not directly subject to regulatory margin rules - either

because (1) it is not financially regulated or (2) the jurisdictions
in which it operates has not yet issued local regulatory margin
rules - the counterparty becomes indirectly and contractually
subject to margin requirements by virtue of entering into
margin documents with a regulated financial institution.

Financial regulators in the People’s Republic of China (“China” or

“PRC”) have not yet published local regulatory margin rules, but
are expected to do so in the future. However, Chinese financial
institutions and general corporates would still be indirectly and
contractually subject to margin requirements upon entering into
margin documents with a foreign regulated financial institution.
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Regulated
Financial
Institution

RIS

Directly subject to local
regulatory margin rules

EEZHITnERIESHIN

Please refer to our earlier bilingual article for further
information about regulatory margin requirements, their
scope of application (including cross-border application),
the distinction between initial margin and variation margin,
substituted compliance and other related topics.
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Indirectly and contractually
subject to margin requirements
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2.0VERVIEW OF KEY INITIAL MARGIN

DOCUMENTS
TENVBERIEE XHFEHR

The International Swaps and Derivatives Association (“ISDA”) has
developed a large number of industry standard margin documents
that are designed to comply with initial margin requirements.

The local regulatory margin rules in most jurisdictions generally
require initial margin to be held in a segregated account and
not to be rehypothecated, repledged or reused. Initial margin
should generally be held in an account with an independent
third-party custodian which is segregated from the proprietary
assets of the security-taker and custodian, and adequately
protected from insolvency of the security-provider, security-
taker and custodian. This segregation requirement, which
applies to initial margin (but not to variation margin) means
that initial margin arrangements are documented separately
to variation margin arrangements. This article provides a high-
level overview of the key initial margin documents. We will
cover variation margin documents in a subsequent article.

ISDA has developed a wide range of standard initial margin
documents designed to work with different types of custodians
and governing laws. For example, ISDA has developed initial
margin documents for circumstances where the custodian

is a bank and where the custodian is an international central
securities depository such as Euroclear or Clearstream.

Generally, the initial margin documents involve the
“security-provider”! granting a security interest in
favour of the “security-taker”2 over collateral held by the
independent third-party custodian (which can be a bank
or a clearing house such as Euroclear or Clearstream).
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1. The security-provider is also referred to as the “pledgor” or “chargor” in certain initial margin documents.

EFRLEBRIES X R BRI I “HER s 5 g 75"
2. The security-taker is also referred to as the “secured party” in certain initial margin documents.
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‘TRI-PARTY’ OR ‘THIRD PARTY’ CUSTODIAL SERVICES
“ZA7(TRI-PARTY) & “%6=75" (THIRD PARTY) HEMRS

Generally, custodians offer either ‘tri-party’ or ‘third
party’ custodial services in respect of initial margin:

‘Tri-party’ model

Under the tri-party services model, the custodian plays

a more active role in collateral selection, valuation,
verification, optimization and management, which means
the security-provider and security-taker in turn play a more
hands-off role and, from their perspective, the initial margin
exchange process appears more automated. Euroclear

and Clearstream provide tri-party custodial services (but
not third party services) in respect of initial margin.

‘Third party’ model

In contrast, under the third-party services model, the
custodian plays a more passive role, which means
the security-provider and security-taker in turn play a
more hands-on role in collateral selection, valuation,
verification, optimization and management.

The choice between tri-party and third party has
implications for the initial margin documents and, where
the custodian is a bank, the account control agreement.
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ENGLISH LAW IM CSD AND NEW YORK LAW IM CSA -
FOR USE WITH BANK CUSTODIANS
REXRIM CSDHMALNEIM CSA—BFRITREEANBE

We generally see two types of ‘flagship’ initial
margin documents adopted in the market:

English law governed IM CSD

As far as the English law documents are concerned, ISDA’s
‘flagship’ initial margin document is the 2018 Credit Support
Deed (“CSD”) for Initial Margin (“IM €CSD”). The IM CSD is
based on the ISDA 1995 English law CSD and is therefore

a separate security document executed as a deed and not
forming part of the ISDA Master Agreement. Instead of relying
on title transfer, the IM CSD involves creating a security
interest over the segregated account and the collateral

held in it. Significantly, pursuant to regulatory margin
requirements, initial margin must generally be transferred on
a two-way gross basis, which means that each counterparty
must transfer collateral to the other counterparty’s
segregated account and these two separate transfer
obligations cannot be netted or set off against each other.

New York law governed IM CSA

As far as the New York law documents are concerned,
ISDA’s ‘flagship’ initial margin document is the 2018
Credit Support Annex (“CSA”) for Initial Margin (“IM
CSA”). The IM CSA is based on the ISDA 1994 New York
law CSA and also involves creating a security interest over
the segregated account and the collateral held in it.

HNEDTZ LBEBRILT M AR ERIEEX
HEEIM CSD

FRENEX TS, ISDARY “TEALE” M8 RIEE X 72
(2018F IR#NIARIEE (5 A2 F57224E) (“IM CSD”) o IM CSD
ZETISDA(1995F hRREECSD) M, Rt B —HIR1LHY
BRI, UEANEE, TIMISDAE NN —&E 7. IM
CSDAMKERIBRARBIPIEANELLL, MEFIRIZ K FIH R
BRMIZUIBRN @ EBNE, RIERERIEZENR, Y48
RIEEEBTALFAEAFITRE R, XERE ST Y
FRAB R EIX 5 PR, B, BN SRS
X SAREMR B H.

£97EIM CSA

ALY EX TS, ISDARY “TRALIE” FIARIEE X 2
(2018F AR IRIEE 5 A2 H M) (“IM CSA”) o IM CSA
ETFISDAC1994F RRALYECSA T, EEILEE 074 Ko 3 4 37 Mk
FAERRA B RmIKIIIB RN,
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In this article, the IM CSA and IM CSD shall be collectively
referred to as the “IM CSA/CSD”. The elections and variables
paragraph of the IM CSA/CSD allows parties to make
various elections and amendments to meet applicable
commercial and regulatory requirements. The most
common types of elections are discussed further below.

The IM CSA/CSD can be used where the security-provider
will post initial margin to a segregated account held with
a bank custodian. The parties will also need to enter into
an account control agreement and custody agreement.

Where the jurisdiction in which the bank custodian is located
is different to the jurisdiction the laws which govern the
ISDA Master Agreement between the parties, the parties may
effectively ‘split’ the IM CSA/CSD into a collateral transfer
agreement and a security agreement, as explained below.

KA, IM CSAFIIM CSD4:#F /I “IM CSA/CSD” o IM CSA/
CSDAFN T #ITEMIERAETT, LUR B &R R LAl
BEBER, FXEH—F IR E MR BAER,

IM CSA/CSDR B TR MRS BB RIEEFNRIT
HE AT IR BUIERZ N PPk, 1% 1E72
T, BRTIM CSA/CSDZ5h, W77 1E BB IT(M 4=l i
BOMEEE DD

MRBITHEAFRENELEERX 5N ZEISDAE
IR ZBELEE B XARE, BRARS BRI LUEIM CSA/
CSD“4F7” M RMIA DI FIGERMDID, BT
Ffriko

SPLITTING THE IM CSA/CSD

INTO TWO: THE COLLATERAL

TRANSFER AGREEMENT AND THE SECURITY AGREEMENT
¥IM CSA/CSD—a R =: (ERRAIZMAHI)HMERDI)

ISDA has also published the Bank Custodian Collateral
Transfer Agreement for initial margin and several Bank
Custodian Security Agreements governed by the laws
of different jurisdictions. The Bank Custodian Collateral
Transfer Agreement and Bank Custodian Security
Agreement represent the two halves of the IM CSA/CSD:

1. the Bank Custodian Collateral Transfer Agreement governs
the mechanical and operational aspects of the margin
exchange process and is generally governed by the same
governing law as the relevant ISDA Master Agreement; and

2. the Bank Custodian Security Agreement
relates to the creation and enforcement of the
security interest and is governed by the law
where the segregated account is located.

The reason for splitting the IM CSA/CSD into a collateral
transfer agreement and a security agreement is to

allow the parties to enter into a security agreement

the governing law jurisdiction of which matches the
location of the segregated account, while allowing the
collateral transfer agreement to be governed by the same
governing law as the relevant ISDA Master Agreement.

The IM CSA/CSD, the Bank Custodian Collateral Transfer
Agreement and the Bank Custodian Security Agreement
are bilateral agreements entered between the parties.

IM CSA (NY law ZH£95%) /
IM CSD (English law ZEE%)

ISDAIE &R 75 7 @R TR RIEERICIRITIHE AIBRMZ
IO HAEENEERKEZRERBNRITREA
BRDID. (RITHEABRAADIOMERITHEA
BRI IR T RIM CSA/CSDHIFRRNE |

1 (RITREAERGIODIOMAE T RIESHIIR

e, AR EISEXISDAE IABRINEREIZNAR,
B—MENMETH; &

2. (RITHREABRMID S RIBFRNGENIRIIFLE,

HRIBBEWF I ARIVER, 2 RIEAYIN
[Edoe=s

$IM CSA/CSDIF 2 MR XA RIDIVNBIR
B RIE—RRBUPRSEEMN, R IIBRYIANBI L HE (BB R
i BERBRIEEE R EEMIRIIKF FIEBIENA
ERKIARFFLULKIERE, MASLIMERIERMITININ
N Rz BRFEE F & F—ISDAE X IR EN BT,

FAEE, IM CSA/CSD. (FRITHE BRI HIOFGR
TREABERDIOYRHRZZNHEZENTL NN

Collateral Transfer Agreement

same governing law as ISDA Master
Agreement

BRI
EEXSRRISDAEIHUAR

Security Agreement

governing law jurisdiction matches location of
segregated account

1B{RIIY
SEiREM R FRTE @R B



ACCOUNT CONTROL AGREEMENT

ik 7 ¥ &l 7

Where the security-provider will post initial margin to a segregated W1 R1B{R IR A B ARIESHHEFRITIEE AL FIL

account held with a bank custodian, the security-provider,
the security-taker and the bank custodian must enter into an
account control agreement. The account control agreement
governs, among other things, the circumstances and manner
in which the security-taker or security-provider can exercise
exclusive control over the segregated account and instruct
the bank custodian to transfer collateral out of the account.

Notably, the account control agreement is a tri-
partite agreement among the security-provider,
the security-taker and the bank custodian.

Generally, an account control agreement allows the security-
taker to obtain exclusive control over the segregated account
by giving a Notice of Exclusive Control to the bank custodian.

After receiving a Notice of Exclusive Control, the bank custodian

would generally only act in accordance with instructions
from the security-taker. An account control agreement

would also allow the security-provider to obtain exclusive
control over the segregated account by giving a Control
Event Notice® to the bank custodian. After receiving a Control
Event Notice, the bank custodian should generally only act in
accordance with instructions from the security-provider.

Major bank custodians have published standard form account
control agreements, which are subject to certain elections that
the parties can make to reflect their commercial and regulatory

needs. These elections allow the parties to, among other things:

o When notice effective: agree on whether to impose a
delay period before the Control Event Notice takes effect.
If there is a delay period, the parties can further agree on:
(1)the length of the delay period; (2)whether the security-
taker can give a Notice to Contest to the bank custodian
stating that the Control Event Notice is groundless,
which invalidates the Control Event Notice before it
takes effect; and (3)the circumstances in which certain
acceleration events can override the delay period; and

o  Competing notices: agree on how the bank custodian should

deal with a competing Control Event Notice and Notice of
Exclusive Control, including whether the bank custodian

must nevertheless comply with a Notice of Exclusive Control

given by the security-taker after the security-provider has
already given a Control Event Notice to the bank custodian
but before the Control Event Notice takes effect.

BRI A, BRABREEHS ERBEESFRITREA
BEITIL(K A ZHII0 (K =B IO R AU E B R AR
W75 BB R andR At 75 BT LA IR IZ K P AT e HE = I AN 46T 1R
TREARUBRENBERG I, UEREMRAEIRR.

ER—RHNZE, (KA IEHE IO ZIERMEHT BREER
HHMRITREAZRBN=3 1

BERR, (WA RO AR RRBER S B EET
FE B A EHthizH1@%0) (Notice of Exclusive Control)
B975 TS XA a7 ik P B HEAIE S TR ENZ B AN G, RITHE
BENEERSRIEERABER A EEMNPIETHNEITE,
Lok, (M P SISO E 2 F B R ERE S B mRTHE
A EEEHISE 4@ (Control Event Notice) 38975 RS2 H1
SR K P B HEMIE S TERENZ BN G, BITHREARE R
SKAREBRBIRESEBENPIETHRETE,

SZHHERTELRM TAVERIBI(K A IZHI 190, K
BET IR BRE LA i E T R BV e 3 X R 71 F
WAL T ABFE A TER—E

o BEHNBYERIBYE] 7R T ECEHI S B £ A FI N
AERARRRIA AR — 3 SNE IR HARR, W5 Al LUHE—FAE
(1) ZERHAPRAVKE ; (2) BRGRIZW S B A AR
THE A B 3FEAD) (Notice to Contest) , 1 BEIE
FIEHEM) 2R ZRIEN, MIEGEHIS B £
AUEELTEAR; A (3) HPLE B R N4 E AU IR SE 4RI
A FIERHARR ; LA

© HEEMSREGER: BIRITHE AN ERE R
RIS HERD At B AA R —, SRR R
miet; EEmRITHE AL AR EHEN) ZEE
FEEEMZ R, RITHEAZRSNOIETBRDER
73 ARz @R

3. A Control Event Notice is sometimes also referred to as a Pledgor Access Notice or Notice of Return of Collateral.

ELIGIBLE COLLATERAL SCHEDULE

CR:EERECR G

An Eligible Collateral Schedule is a schedule that sets out

the types of eligible collateral that the security-provider can
post to the security-taker, including applicable regulatory

and foreign exchange haircuts and concentration limits.

Under the tri-party services model, the Eligible Collateral
Schedule is agreed amongst the security-provider, the
security-taker and the custodian, and is included as part of
the account control agreement. Under the third party services
model, the security-provider and the security-taker typically
agree between them the Eligible Collateral Schedule.

(&HBREMEY (Eligible Collateral Schedule) 258
FHEBRRBIRMES A UABREZR ARV EEER
BRI, EIEERAMNKSE . INCITIR U R EFER
Hl. E=HERSIEX T, (EEIBREBM IR RERME
A B REZWRAMBITIEE AZENAR, HEEER=7
TN P3RBT — 8 . E R = H RS HVET, 18
REREF B RRBZERS —RIEXOOREM ERIE(
BIRIBREHHEDo

CUSTODY AGREEMENT
'

Where the security-provider will post initial margin to a
segregated account held with a bank custodian, the security-
provider will enter into a custody agreement, which will govern
the terms of the custody account that the security-provided has

NRERBEHGROGBRIESHAEFIERITHE
AREIRIIIKP, BRABREEEHSRITII—HGEED
B, MEHBESRITHREADBIRIULNFR NETR
EEHEER, IRRIEERIHMITEKF F NIRIZIK

established with the bank custodian. To comply with regulatory P EFRETIHEEATEEE HRERIBEEE ).
margin requirements, initial margin will be transferred from

the custody account into the segregated account. Each bank
custodian has its own standard form custody agreement.

Where the custodian is a bank ZIEEARIR{THY

If location of segregated account is same as governing If location of segregated account is different from governing

law jurisdiction of ISDA Master Agreement law jurisdiction of ISDA Master Agreement

SNSRI P AIFTTEB SISDAZE WY A R SRR R ANERIHI M P AIFTTERB SIS DAY BRI S FRTE AR

N0+ OO+ 0O

IM CSA (NY Account Control Custody Bank Custodian Bank Custodian Account Control Custody
law G1£53%) / Agreement Agreement Collateral Security Agreement Agreement
IM CSD P iEHN FEEMY Transfer Agreement Wk PiEFHI Y IEEHY
(English law Agreement RTIEEABRINY
EEE) BITREAIERS

AN

EUROCLEAR AND CLEARSTREAM INITIAL MARGIN
DOCUMENTS
BX 78 A BA W 4 %8 R E & XX fF

MRBITHEAFRRITMEECEAM, BA:

Where the custodian is not a bank but Euroclear
or Clearstream, the parties would enter into:

1. HWHEERENEE AR, WA RKEIT(2019FRM
1. inthe case of Euroclear, the 2019 Euroclear FUEB RGN FC2019F MBI EIB R YD ;
Collateral Transfer Agreement and the 2019 =7
Euroclear Security Agreement; or
2. HWHEEFEERNEE AN, WS RHEIT(2019FHRAY
BAE RGBT SO FC20 195 iy BIBRRIB R Do

2. inthe case of Clearstream, the 2019 Clearstream
Collateral Transfer Agreement and the 2019
Clearstream Security Agreement.

(BB BN A R (B NGB (Pledgor Access Notice) St (1BR iR ITEA]) (Notice of Return of Collateral)
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Again, the credit support document is split into the
collateral transfer agreement and the security agreement
for similar reasons as in the bank custodian context. The
Euroclear Collateral Transfer Agreement and Clearstream
Collateral Transfer Agreement are generally governed

by the same governing law as the relevant ISDA Master
Agreement. The Euroclear Security Agreement is governed
by the laws of Belgium, where Euroclear is based, while
the Clearstream Security Agreement is governed by the
laws of Luxembourg, where Clearstream is based.

The Euroclear and Clearstream initial margin documents
are designed to specifically work with the Euroclear and
Clearstream membership documents, respectively, which are
entered into by the relevant parties. Therefore, the elections
and variations provisions in the Euroclear and Clearstream
initial margin documents are somewhat different to those
found in the bank custodian initial margin documents.

The membership documents perform a similar role to the
account control agreement in the bank custodian context
and contain the terms of the tri-party custodial services
provided by Euroclear or Clearstream, as the case may be.

Where the custodian is Euroclear

SIEE AREREHT

0013

Euroclear Euroclear Euroclear
Collateral Transfer Security Membership
Agreement Agreement Documents

EXSIEMRmAAHIY  EEIBEFRIDIY RESRXHF

HFSRITHE ASDREIBEMNRR, 5B FXHEHRIF
D NIERBIZAMNFIE R DI RUEFNEFTAIE Ran32 it
IGEE SHEXISDAE MM ERR A, MIERMNSGE
BYERENARE  FHFRUB AT LEFIBT, (2019FRRAIRNETE
FRIDBOERELEFIESE; B FBRRALT ~RE, (20195 hvBY
BAUB RO NER A HRE %,

KRN RIEEXHERERNERZH SE
HEAH Z BT M= B X (membership documents) B
BEA FUEMBARRRIEEXEPIEENTERS5ER
THREAVBRIEEXHPNERILE BT AR,. RUSHIA
W RBAXHNIERSHTETRE ANZ ALK ST
4, W E & HREMBATIREN =S ERSHEN.

Where the custodian is Clearstream

SItEASETET

-0+

Clearstream Clearstream Clearstream
Collateral Transfer Security Membership
Agreement Agreement Documents

BRTBARmAR(IINY  ARTHEERIHY BRiflS R

ONE-WAY AND TWO-WAY INITIAL MARGIN DOCUMENTS
B2m (ONE-WAY) MIXmE (TWO-WAY) # 48 fR iE & X

An initial margin document can be a one-way document
or a two-way document. A one-way document governs
the initial margin posting leg of only one party (being
the security-provider), which posts initial margin to

the other party (being the security-taker). In contrast, a
two-way document governs each party’s initial margin
posting leg but these two separate initial margin flows
cannot net be netted or set off against each other.

At the parties’ election, each of the IM CSA/CSD, Bank
Custodian Collateral Transfer Agreement, Euroclear Collateral
Transfer Agreement and Clearstream Collateral Transfer
Agreement may be used as a one-way or a two-way initial
margin document. To do this, the parties simply specify

in the relevant initial margin document whether the “One
Way Provisions” are “Applicable” or “Not Applicable”.

FIATRIEE X 4 AT LU B A AT LUZ MR A 89 FriB SR ) S £
FLRXME—7 BREEHES) A5 —7 BREEEE) 5
MR RIEZ BT AL Z T, A X A E X T5 B4
BRIEERI T, ERMEFSE T ENVRRILEZINER
T ReE AL E T,

RIEX TS BIIEHE, B9 IM CSA/CSD. (SRITHEE ABIRMIZAT
IO (REE fRan XA SO A BITHE fRan X S S &R AT
BEWR A (R R MR A BIRD IR IR IE S o SR TS RO,
W RFEEE XA RIEE X PIERR “ 2 @&~ (One

Way Provisions)” @&& ARl
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Please note, however, that each Bank Custodian Security
Agreement, Euroclear Security Agreement and Clearstream
Security Agreement can only be used as a one-way
document. For example, even if the parties enter into a
two-way Euroclear Collateral Transfer Agreement, they
must still enter into two separate Euroclear Security
Agreements, one for each party’s initial margin posting leg.
As illustrated below, the ability to use the IM CSA/CSD or
collateral transfer agreement as a one-way document is
useful where each party uses a different type of custodian.

Two-way initial margin document

WEEFRIEE

Posting leg
P IRRESRIIRTS

no netting

AeeEL =R

Posting leg
HPR I RIEERIIATS

RMFEEEE, BHGRITREABRDIO. (RUEER
PO BRITIE RN R BEF A B RS E R 5140, BIfE
T3] I — PR EABICEREIE Ran 3 0, i 53T
I EIRBIBR(ECEIE RN, DM ES—HBSE
RIEESA T3 MR X PR, EE A ERRREEEEA
BIERT, B4 IM CSA/CSDEHB R I MNIER A
HREAMIFE TR,

One-way initial margin documents

BAMEBFERIEE

Posting leg
Pa rty A ARSI

Sis]
—

Party A
$TJ— Posting leg
R FESRVAT |
PO

3.HOW DO | DECIDE WH
DOCUMENTS TO USE?

AWM BRIESE X H?

The choice of initial documents for any given pair of
counterparties depends on a number of factors, including
the custodian used by each counterparty, the location

of each segregated account and the governing law of

the ISDA Master Agreement between the parties.

Basic example

To begin with a straightforward example, if the ISDA Master
Agreement is governed by New York law and each party

has chosen a bank custodian located in New York, then

the parties can enter into a two-way IM CSA governed by
New York law to provide for the exchange of initial margin.
Similarly, if the ISDA Master Agreement is governed by English
law and each party has chosen a bank custodian located in
London, then the parties can enter into a two-way IM CSD
governed by English law to provide for the exchange of initial
margin. In each of these two scenarios, a separate account
control agreement and custody agreement would need

to be entered into in respect of each party’s posting leg.
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ICH INITIAL MARGIN

HA—NRZ W FNVRRIEE XA REFIUR T ESEA
=, BESRZNFRERANITE A, IR FRTEHLL
Ke3NF5 2 1Bl SDAZE s B &R %o

fE A fF

IR —PERNEREIFIF AT, tNRISDAE NN BV ESRE
ERALEERGEEE T UTALIRITIREA, BAX
AR LTI — WA R EIZL9EEFERIIM CSA, LIS HFA]
SRIRIEZ RIS ZEBY, INRISDAE MR BIREEER
BWAEERE T AT EHORITHEEAN, ARG AT LT
T— AR EIREEZELERIM CSD, U FRFRIEE
B ERRER BT, 8L BEERE B S
SRTRIE AN X SSTIT AL — IR IZ BV (K P RSO FICHE
B



Other examples
Same type of custodian

However, in reality, the type of custodian chosen by each
party, the governing law of the ISDA Master Agreement and
the location of each segregated account would not always
be so conveniently aligned. As noted above, even if both
parties have chosen to use a bank custodian as opposed to
Euroclear or Clearstream, if the location of the segregated
account is different from the jurisdiction the laws of which
govern the ISDA Master Agreement, the parties may choose
to split the IM CSA/CSD into a collateral transfer agreement
and a security agreement. For example, where the relevant
ISDA Master Agreement is governed by English law but the

segregated account is located in France, the parties may wish

to choose to enter into a Bank Custodian Collateral Transfer
Agreement (which shall be governed by English law) and a
French law governed Bank Custodian Security Agreement.

Different types of custodian

Things become more complicated where each party
chooses a different type of custodian. Since each party can
in theory choose between one of three types of custodians
(i.e., a bank custodian, Euroclear or Clearstream), this
gives rise to nine possible combinations. If the parties
have chosen the same custodian type, they can generally
enter into a two-way IM CSA/CSD, Bank Custodian
Collateral Transfer Agreement, Euroclear Collateral
Transfer Agreement or Clearstream Collateral Transfer
Agreement, as the case may be. However, each security
agreement entered into can only be a one-way document.

If the parties have chosen different types of custodians, the
IM CSA/CSD or the relevant collateral transfer agreement
would also need to be a one-way document. For example,
suppose the ISDA Master Agreement is governed by English
law and Party A has chosen a bank custodian based in
London. In respect of Party A’s posting leg, a one-way IM
CSD, account control agreement and custody agreement
would be entered into. If Party B has chosen Euroclear

as its custodian, then in respect of Party B’s posting leg,

a one-way Euroclear Collateral Transfer Agreement and
Euroclear Security Agreement would be entered into.

HithfflF
FEEHITEA

SAM, AMSEBR T, EHMTE ALBBERE. ISDAEHIY
BYESRAMIRILIK A FrE st H R e S R E R R — . W0k
Fid, BMEN S B B EFEERRITHREA, MABRUEH
BA, SNSRIRIZ MK BOFRTEH S5 ISDAZE N BY AR APRTE Y
RE), WA AT LOEAEREIM CSA/CSDIR 73 RB RGBT
WA RN BN, dNRISDAE N REEERBIRL
M (LT A E, W5 A RER T L — I (IR1THE AR
RAZIHIN) (REREZER) M—OREEEZERN(R
TREAEBERDIO.

FRZEEBHEEA

MRNGEFEREREEEN, BB EREME 2. H
FAE—SEEE LERI UE = REE APEZE—F BR1T
HEARUEHBAN) , XFUE = EOMBTENA S RN
ERFEERFEE A, i ] LURHESSFRERIT IR @ RIIM
CAS/CSD. (fRITHE ABR@I M, (BB RBAZ (T
IO BB R M . 2AT, S ERDIIIRRA
ERBERXHER.

IR R REZLBAIEE A, IM CSA/CSDEIAEXAY1E
RanZ A INERT RN R R HI40, Ri&ISDAE X
BRIREZERERGER T UTRHNRITHEAN, B
AR B RIEEHNIA TS, RITIL—HERAIM
CSD, (M A =B IO GEE DN« DR Z 77 EFZRRUE1F
NEFEAN, W25 BB RIESHMNIF TS, MITL
— R ER(EUEERBZ T IO MCEEERDID.

— E L
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4 .NEGOTIATING INITIAL MARGIN DOCUMENTS
~OVERVIEW OF SOME COMMON ELECTIONS
HKAMBRIEEXHF —EF I IE R

Despite the development and widespread use of industry
standard initial margin documents, these legal documents
are highly complex and heavily negotiated, because each
document allows the parties to make a large number

of elections and further amendments to tailor for their
specific commercial and regulatory circumstances.

The process of negotiating initial margin documents is comparable
to negotiating an ISDA schedule or the elections and variables
paragraph of the 1994 New York law CSA or 1995 English law

CSD. However, the process can be much more complicated
because multiple initial margin and other legal documents

are required for each pair of counterparties. Accordingly,

many financial institutions and their counterparties engage
external law firms to assist with margin documentation,
negotiation and related legal and compliance issues.

While each initial margin document comes in a pre-printed form,
it contains an elections and variables (or equivalent) provision
which allows parties to make various elections and amendments
to meet applicable commercial and regulatory requirements.

Please note that the initial margin documents are highly complex
legal documents and what follows is a merely simplified, high-
level and non-exhaustive overview of some common types of
elections that can be made in the initial margin documents.

Regime table

EEHIER

Elections relating to ISDA SIMM™
5ISDA SIMMT™CAT5EIR

Selection of margin approach

(FIEER XS

Thresholds and
Minimum Transfer Amounts

B TS RRE LT

Amending Termination Currency

{EBISDAE Y APREE I T

Conditions precedent provision

FRFHRR

Rights and remedies

SaFRIESBRARIFEIRTHE

Custodian Event

SaRESARRAIRIFIRGTEE

RETIRENIGRIIEXHELEBRARAHRFE 2
£/, BERXEZEXMIFEESR, FEHITEERIRH,
HEREETSOXAHESBAITR S WG HITREEZFEMH—
Figeh, LENHAEFENB LB ERR.

WHIFNIARIE S AR FZ S AT 3 SDAR AR 3146 1)
(19944 ARAA£95%CSAN. 1995 F R E A CSDYRIIERR
T = (elections and variables) &%, (BRI REEE 2415
%, AAE—R BN FEHREEIT LB HRIEE G
REMERX M A, FZERMVMRER ST FIEIE
SMEBERF SR B AR IR ARIE S A A LA R AR K B9 A 12 A

BRI,

BABMVIARIES X AHERR BTSN HBIE, EHF
WHAEFENLE (HEF) 5, AR HTEMER
MELE, AR ERNBEUMSREER,

FEIRNE MIRRIEEX R IFEERBERXM, KL
TREXNVIARIES X HHE] LUHITH— L I R R A%
BUATTEIBREERIER, MEES Ro

Regime A

EEIRIFEHE A .

—— Strictest Of Approach
Regime C

IEFIEESE C

Distinct Margin Flow (IM) Approach
ESUBEET (M) i

Distinct Margin Flow (IM) Approach
BARIELT (IM/18) ik

Allocated Margin Flow (IM/lA) Approach
RAAFIEETT (IM/18) T3k

Applicable

=

Not applicable

A&

Security-taker Rights Event
iSRS gT Y E T
Security-provider Rights Event
IRRRIR IR
Applicable

i=F

Not applicable

&R
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REGIME TABLE
mE B E R

The IM CSA/CSD and each Bank Custodian Collateral
Transfer Agreement, Euroclear Collateral Transfer
Agreement and Clearstream Collateral Transfer Agreement
include a regime table for the parties to complete. The
regime table allows the parties to identify the regulatory
margin regime(s) (i.e. the relevant local regulatory

margin rules) that apply to their trading relationship.

Where more than one regime is identified as being
applicable, then the initial margin documents will require
the security-provider to post initial margin in an amount
that will satisfy the strictest requirements among all such
Regimes (“Strictest Of Approach”). By complying with the
strictest requirement, the parties will, as a matter of logic,
be complying with the less strict requirements imposed

by the other applicable local regulatory margin rules.

Where a party is relying on substituted compliance (a
concept which is explained in our earlier bilingual article)
in respect to a regime, that regime generally would not
be specified as being applicable in the regime table.

IM CSA/CSDANEHA(IRITIEE ABRES D (FUEE
RO CEAFIB RIS MO EBEIFEWN S IES
HEEHIER (regime table) . ZIEEFIERAF NS HE
EATHERSXANBERIIEHIE EMEXH L HEER
IEEF) o

MRNAHEFTEERZ MIE, BANBRIEEXHRE
KIBRantR M S ARV IAIRIE S S EUN W P A 1% 5
ERSENER (“RMBEARE") . £ 8T T &M BHIR
HEfE, MZEE i, WA RSt T W EAME AR St E
RIEEAN (KA S8 LE R ™ AR BRI ZR) BI85,

MR—ANE—FIEEFHEB BN (ZHSER
MNZERMEXSHERER) , BARGE—RFZERE
HIERPHRIEENER,

ELECTIONS RELATING TO
5ISDA SIMM™®E X 89 i I

The local regulatory margin rules in many jurisdictions
require the amount of initial margin that is to be
exchanged to be calculated using either:

1. astandardized initial margin schedule (known as the
‘regulatory grid’) which generally involves applying
regulatory prescribed percentages to the notional
amounts of derivatives transactions and adjusting using
a net-to-gross ratio (“Mandatory Method”); or

2. asophisticated initial margin model approved by the regulator.

Since initial margin models are generally more risk-sensitive
and recognize the benefits of netting to a greater extent, they

tend to result in quantitatively lower initial margin requirements

than calculations made using the regulatory grid.

ISDA SIMM™ (“SIMM?”) is an initial margin model developed by
ISDA which is widely used in the industry to calculate initial
margin requirements. In the initial margin documents, the
parties can elect to use SIMM by specifying “SIMM Exception”
as being “Not Applicable”. Even if “SIMM Exception” is
specified as being “Applicable”, the parties can further elect
the “Fallback to Mandatory Method”, which means that SIMM
will still be used unless a party gives notice that it is required
under the relevant Regime to use the Mandatory Method

for certain types of transactions. Alternatively, the parties
can elect for the Mandatory Method to generally apply.

ISDA SIMM™

WEAAERXH S ERIEEMNERER TR
AP —TRIT ER RSB RIEE S

1. ARERBTIARRIEEMIE (A BB ML,
regulatory grid) , ZATEBE S MG HEERNE 2
LSRR FITE R ZNE XEM, HER TN 2
EbZ (net-to-gross ratio) #4TIR%E (“S@FSE”) ; 3

2. HENMHENRRIESEE (PIsRIESIEE
E)o

AT BRIESRELEENXNLEMEE, HEEXRE
ELRBAFMEENER, Ate(1EE2SBVGRRIE
TEREHE LRTEAREMREATHITE,

ISDA SIMM™ (“SIMM”) 2 ISDAFF R I — M4 9 RIE S
R, T R 2 AT BB RIEE E R TR IMX S
MR, XA BT LUEIE HLE “SIMMGISME " (SIMM Exception)
R TRER” LB SIMM, BIE “SIMMAISME 5 #5250
ERGER”, WA BRI LOER “@HEN S &I
(Fallback to Mandatory Method) , SRS2HLE A SIMMAY
B89, BIABRLEASIMM, B—A BAEX EEFIEE
SRETEF LRI 5 R AERREIEIFRIN B —
BT REE, WA B] LU EimIE A s fl %o
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SELECTION OF MARGIN APPROACH
RIEE 5 %A (MARGIN APPROACH) B9 % #

In the initial margin documents, the parties can select one
of three margin approaches for addressing the interaction
(if any) between initial margin posted under the initial
margin documents and non-regulatory independent
amounts posted under other credit support documents.

Under the Distinct Margin Flow (IM) Approach, as its name
suggests, there is no interaction between initial margin
calculated and posted under the initial margin documents and
non-regulatory independent amounts calculated and posted
under other credit support documents between the parties.

In other words, they remain two distinct flows of margin.

Under the Allocated Margin Flow (IM/IA) Approach, initial
margin calculated under the initial margin documents is
posted in accordance with such documents, but non-regulatory
independent amounts calculated under other credit support
documents between the parties will be reduced by the amount
initial margin posted under the initial margin documents.

Under the Greater of Margin Flow (IM/IA) Approach, the
initial margin and non-regulatory independent amount
flows of margin will be combined into a single flow such
that the greater of the two amounts must be posted in
accordance with the initial margin documents.

MRV RIBERME AT XA AN IF R ERIRIT S,
A B RIEE X AT UM LT =M RIEE 75 7%
R — MR IERERIEE X A ANRIEE S FRE
BRI B BRIAEEXR (108).

FiE—, ZEERMRIEER (M) 57 (Distinct Margin Flow
(IM) Approach) , B B X, EiRIBFIIARIES AT E I
MR RIEE SRIEEAME B Xt EHARM
FERERRT ST EEEREIERMEZ, EIMNAR
R AREINRIEE R,

FEZ, PERIES (IM/IA) 755% (Allocated Margin
Flow (IM/IA) Approach) , \RIB¥IIARIEE X it ERIIME
RIEERARIBIZ X FH TN, (BIERIEXN G Z BRI H
ERZFHXHITEHAMIERERR I SHNIRESR, &
WERIBVIBRIEE X BBANIIARIEE,

FRZ, BARIEE T (IM/IA) 753% (Greater of Margin
Flow (IM/IA) Approach) , I5#¥iafRIEEFMIE S E R &
TIRIEE TGS H AR R, BRI BRIEEX
HEHNE ST ZE

SPECIFYING THRESHOLDS AND MINIMUM TRANSFER

AMOUNTS

EERSAEM(THRESHOLD) M &

TRANSFER AMOUNT)

In the initial margin documents, the parties can specify the
“Threshold” for each security-provider, which is basically the
amount below which the security-taker is willing to tolerate
without receiving any initial margin from the security-
provider. The parties should ensure that the Threshold
setin the initial margin documents does not breach any
upper limits imposed by applicable local regulatory margin
rules, which may be determined at a group level.

The parties can also specify the “Minimum Transfer Amount”
for each party, which basically means that party will only need
to post initial margin if the initial margin amount exceeds its
Minimum Transfer Amount. This concept is designed to prevent
a party from having to post a nuisance amount of initial margin.
The parties should ensure that the Minimum Transfer Amount
setin the initial margin documents does not breach any upper
limits imposed by applicable local regulatory margin rules.
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REILEEH (MINIMUM

FEAARIEE XA, W75 AT I E S8 RaniE 7789
REF, XEX ERIZIERGBERATRENHHNER
NI RIEESTHIRNEBEBE. X2 W5 FEMWERETSG
RIEEXHPAENERZTFAEREAN MR ER
IEE AN ALE BEAT_EFR, &5 L IRPT SR N BT
HE R TFREAHRTHR—RE) -

WA BRI UAREFIE “REFZIL S, XBEA LEKE,
[EL—FHPRRIIESIEIHRRLIL S, %
A BEHANIRRIEE. X— S S E—H T2
PEEX BV NGIARIEE . W5 BERREDBFRIEE
XHPMENRREIL ST ABLIERN LS ERIE
B EBER LR
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AMENDING THE TERMINATION CURRENCY IN THE

ISDA MASTER AGREEMENT

BERISDAEM N PAHNLILELER (TERMINATION CURRENCY)

In the initial margin documents, the parties can elect to amend
the definition of “Termination Currency” in the relevant

ISDA Master Agreement to eliminate any foreign exchange
mismatch between the existing Termination Currency and the
primary currency of denomination of posted initial margin.
Such an amendment may reduce the foreign exchange

haircut that would otherwise apply to the amount of posted
initial margin under certain local regulatory margin rules.

TEARIRIES XX, S5 B] LOSRIEIE BB RISDAE Y
HRURIESIHT BIE X, LUBRRII AR L5 5 EHMER
IEEEZIHN T Z BBVINC . RIER L Lt E R
IEEALN, IRAETT Rl RER B NER FESRIGRIEE S
R INCHTINR,

CONDITIONS PRECEDENT PROVISION

e R F M F W

The conditions precedent provision in the initial margin
documents provides that each party’s initial margin transfer
obligations are subject to the following conditions precedent:

1. no Event of Default, Potential Event of Default or
Specified Condition (each as defined in the relevant
initial margin documents) has occurred and is
continuing with respect to the other party; and

2. no Early Termination Date has occurred or been designated
for which unsatisfied payment obligations exist which is in
respect of all “Covered Transactions” (being transactions
under the ISDA Master Agreement that are subject to
initial margin requirements under applicable regimes).

The conditions precedent provision will apply unless it is
expressly disapplied in the elections and variables paragraph.

MIARIER AR BV FORF M FRRME 7 & 77 BRI RIE
EXAXSERRTFUTREMH

1. B—ARBREFFENENESH BEEIEHIE
EFM (B EEXAEXRIERIEEX M) ; UKk

2. BEREXBITNRNSHNEEMRAE X5
(ISDAZE NI FAVZ R T RIS M B BERAAZ
5) REFIEEIRBIA LR,

FORFMFRENINER, (BT EENEE" FRNEAMIER
AT IERBIFFEIN

RIGHTS AND REMEDIES IN RESPECT OF POSTED

INITIAL MARGIN

5 %) % R IE & A8 X B9 A F M KOS IE

Under the initial margin documents, upon the occurrence
of certain trigger events, the security-taker or the security-
provider (as applicable) may exercise certain rights and
remedies in respect of posted initial margin, including

by giving control or access notices to the custodian.

In terms of terminology, a trigger event that enables the
security-taker to exercise enforcement rights and remedies

is referred to as a “Security-taker Rights Event”. A trigger
event that enables the security-provider to exercise rights and
remedies to essentially take back the posted initial margin

is referred to as a “Security-provider Rights Event”>.

RIBDBRIEE X4, ERER LML EMHT, BRMER
A e RamIRH T QLER) B TSR FRIEEAXH
IRFFNROFHENE, BRI E AL HIE S TAENBER,

RIBITUARIBIE, 1B R IEW T BEB 1T SR HIHITAF)
FFOFIETEAVAR R B HRIR N “BIRmIZW A F 4
(Security-Taker Rights Event) 4 (1B {RBIZ H 5 BENL1T1E
AFFOROFTHEE LM SE BT _E IR B E SR BI R IA fRIE 2 AIAR
R BRI “BIRMIBHAGIFIEH (Security-Provider
Rights Event) %,

4. A Security-Taker Rights Event is also referred to as a Secured Party Rights Event or the Enforcement Event in certain initial margin documents.
FERLEMARIES XA B RAZURSIFIE A BRI BIBR AR EM 2 BERITEN
5. A Security-Provider Rights Event is also referred to as a Pledgor Rights Event, Chargor Rights Event or Security-provider Access Event in certain initial margin documents.

FERLEMARIEE P “BRAREGFIEN BWRIR “HEARFIEN D SR R BRARHETENES .
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Subject to further customisation by the parties, a Security-Taker
Rights Event generally occurs when an Early Termination Date
in respect of all transactions has occurred or been designated
under the relevant ISDA Master Agreement as a result of an
Event of Default or a Termination Event that is designated in the
initial margin Documents as an “Access Condition” with respect
to the security-provider. We note that if an account control
agreement permits a Notice of Exclusive Control to not include
instructions as to the transfer of assets from the segregated
account, the security-taker may be entitled under the initial
margin documents to deliver a Notice of Exclusive Control
(thereby “freezing” the segregated account) as soon as an Event
of Default or Access Condition has occurred and is continuing

in relation to the security-provider, without having to wait for
the occurrence of a Security-Taker Rights Event (which further
requires the occurrence or designation of an Early Termination
Date in respect of all transactions as a result of an Event of
Default or Access Condition). In contrast, the Security-Provider
is generally not allowed to deliver a Control Event Notice until a
Security-Provider Rights Event has occurred and is continuing.

Subject to further customisation by the parties, a Security-
Provider Rights Event generally occurs when an Early
Termination Date in respect of all transactions has occurred or
been designated under the relevant ISDA Master Agreement
as a result of an Event of Default or a Termination Event

that is designated in the initial margin documents as an
“Access Condition” with respect to the security-taker.

In the initial margin documents, the parties can elect which
Termination Events (if any) shall constitute an Access Condition
in respect of each party. The initial margin documents also allow
the parties to make a number of other elections in respect of
the triggers for exercising certain rights and remedies in respect
of posted initial margin. For example, the parties may elect to
apply the “Security-Provider Full Discharge Condition, which is
basically designed to ensure that the security-provider may only
remove posted initial margin out of the segregated account if it
has met all its early termination-related payment obligations to
the security-taker under the relevant ISDA Master Agreement.

Where initial margin is held with a bank custodian, the relevant
account control agreement may already specify the trigger
events that would allow the security-provider or security-
taker (as applicable) to issue control notices to the bank
custodian. In that case, the parties may elect in the initial
margin documents for the relevant account control agreement
trigger events to override the Security-Taker Rights Events and
Security-Provider Rights Events set out in the initial margin
documents. These elections are not applicable where the
custodian is Euroclear or Clearstream because those custodial
arrangements do not involve an account control agreement.

BRAEN T H—H BITAE, HiBRMIREL R EFAEH
WAL (EVBRIES P HIEE N TENSHE

, Access Condition) , SEIRIEMEXISDAE NG R 5
RIREIR L H EL A ETWIEE, BE 2R EBRAEW
FNAEHS BT RNE, R EHI0 RFCGHE
MIEHIERIN R B3R T MIRIL K P 55182 = 1E7T, 3B
AR BIZEW S AT REE N SIERRRE S B XEN
BHDENSHIFETFEER L BPAT (HEIEHIE R (M
MR I F) , MEBFFHERBBEW S NFIEH
A% BREBFESNFSEGHE—TERLEHIEEE
HEHIENZHSEHFERZRFIZIER) 48EL
2T, R E S NF SR EHISEFEZR, —
AR A FERRRE A R HIEEER.

BRAEN A H—F BITAE, HiERMFEWS & EFNIEH
HAIEE G (EVIRRIEEXXEPRIEEN ENSHE

, Access Condition) , S EIRIEMEXISDAE NI E R 5
FIRAIZ L HEL A EFWIEE, BE =R LB Rmiet
FFEH,

TR RIEE XX, W AT LUEERILLR =4 (W)
RZA8BEIN T BN S o AR RIE S X IR R WA W E
BN RIE S TR EANR MR AL R B
H— L AR 90, W5 BT LUERIE A “IB R MM S
Seefi#BRZ ¢ (Security-Provider Full Discharge
Condition) , EEABHNZHERERRIRHRE REERETT
7 HAREARRISDAE NGB R B IEW S IR B 1R AT E
IEERRRX S G, 7 BE IR FRER SRR 4a 1R
&,

EHRITREAFBVGBRIEZOIERT, XK~
EHIDIO FTREESME TRA S M, AFEREEHT
FIERMITW TS GER) BRITHE AR HIEHLEN. 7E
BAPIES T, W3 AR RIE S S A PR E AR X
(M PAEHITMSO AR R B4, LUEBRAIIARIE S S 4
ERERamIFW I NF EHNEBRBRESNFE4E
B, HIEEARKES A, XL R A EER, B
HEFRERHR S R EHI 0.

6. The Security-Provider Full Discharge Condition is also referred to as the Pledgor Full Discharge Condition or Chargor Full Discharge Condition in certain initial margin documents.

TERLEADIARIEE M B fREp IR 5 ST MRIRF A AR “ RS SE MR e T2 MR
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ALLOCATION OF CUSTODIAN RISK

TE AKX KA & E

Since initial margin is required to be held by an independent
custodian, the initial margin documents include provisions which
provide for the consequences if a Custodian Event, Euroclear
Event or Clearstream Event, as the case may be (collectively,
“Custodian Event”) occurs. At a high-level, a Custodian Event
occurs if the custodian bank, Euroclear or Clearstream fails to
comply with valid instructions or with its obligations under the
account control agreement, Euroclear membership documents or
Clearstream membership documents (as applicable) or resigns.

The initial margin documents generally provide that the security
provider, but not the security-taker, would be liable for the acts or
omissions of the custodian, unless the parties specify “Custodian
Event” as being applicable, in which case any act or omission of
the custodian which is a Custodian Event would not resultin a
Credit Support Default Event of Default under the relevant ISDA
Master Agreement. Instead, the security-provider must try to
cure the Custodian Event by finding an acceptable replacement
custodian before an agreed cure period expires. If the Custodian
Event continues after such cure period ends, it would constitute
an Additional Termination Event with respect to which each
Covered Transaction is an Affected Transaction and both the
security-provider and security-taker are Affected Parties.

BT AR FESHERBIRINFEEAFE, FALLTBRGF
EEXHFHEEXTIEE AS G BUES MBS (
S FEEAEMH", Custodian Event) X5 R
o B BEEM S, RAERIT. MUSHBINKREETE
WEFE RS ELAE MK P 3 SIS0 « RS AR B S S BT
BN GNER) T X SR, ML EFEASH,

MIRRIEE X M —RRAE, BRI (MIFHERME
W 73) BB AREASAERN RS, BORWGHEE "
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5.WHERE CAN | LEARN MORE ABOUT
REGULATORY MARGIN REQUIREMENTS AND
LEGAL DOCUMENTATION ISSUES?
EMEAUTHEZXTHERIEZEEZXRMARXXHFN

el ?

We at KWM are here to help you. KWM regularly assists
international and PRC-based financial institutions and
corporates with bilingual ISDA/NAMFII, CSA, variation

margin and initial margin document negotiations, as well as
with designing and documenting innovative and complex
cross-border derivatives products. We also regularly advise
international and PRC-based clients on margin and other
regulatory requirements that apply to derivatives transactions.

KWM has been actively participating in legal developments
relating to the enforceability of close-out netting, security
interest and title transfer arrangements in the PRC.

We are familiar with the unique issues faced by PRC-
based financial institutions and their counterparties and
would be pleased to share our insights with you. Please
feel free to contact our core team members below.

*Disclaimer: This publication is provided for general information
purposes only and does not constitute legal advice.
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Any reference to "Hong Kong" or "Hong Kong SAR" shall be construed as a reference to "Hong Kong Special Administrative Region of the People's Republic of China".
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IM READY: BILINGUAL INITIAL MARGIN DOCUMENTATION GUIDE FOR CHINESE COMPANIES
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A firm born in Asia, underpinned by world class capability. With over
2000 lawyers in 30 global locations, we draw from our Western and
Eastern perspectives to deliver incisive counsel.

With 30 offices across Asia, Europe, North America and the Middle East
we are strategically positioned on the ground in the world’s growth
markets and financial centres.

We help our clients manage their risk and enable their growth. Our
full-service offering combines un-matched top tier local capability
complemented with an international platform. We work with our clients
to cut through the cultural, regulatory and technical barriers and get
deals done in new markets.

Disclaimer

This publication provides information on and material containing matters of interest produced
by King & Wood Mallesons. The material in this publication is provided only for your information
and does not constitute legal or other advice on any specific matter. Readers should seek specific
legal advice from KWM legal professionals before acting on the information contained in this
publication.
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