EMIR — Frequently Asked Questions

1. What is EMIR (European Market Infrastructure Regulation)?

EMIR is an EU regulation (and as such directly applicable law in the EU member states)
to regulate the derivative market by increasing transparency and decreasing systemic risk.
Key requirements of EMIR are:

Mandatory clearing of certain classes of standardized OTC derivatives
via clearinghouses (mid 2014)

Reporting of all outstanding derivatives (whether OTC or listed) via trade
repositories (expected start Nov. 2013 IRD/CRD, Jan 2014 other asset
classes)

Risk mitigation measures for uncleared trades: Timely confirmation,
daily valuation, portfolio reconciliation, dispute resolution and portfolio
compression (step-by-step requirements, started in March, the rest to
follow in September 2013)

(Margin requirements for uncleared trades will be defined by BSBC/
IOSCO Paper under the Basel Il rules, which will be the basis for further
second level rules on collateral by ESMA)

2. Who is covered by EMIR?
All counterparties established in the EU and trading OTC derivatives are directly affected

by EMIR.
[ ]

Financial counterparties (“FCs”) must comply with all requirements.
Non-financial counterparties (“NFCs”) are undertakings that are not FCs
and not otherwise explicitly exempt from EMIR. If their OTC derivative
positions in non-hedging transactions exceed a specified threshold they
will be classified as an “NFC+” they will be required to fulfill all
requirements FCs must fulfill. If their OTC derivative positions do not
exceed any specified threshold, they are exempted from clearing (and,
most likely, from taking and posting margin upon entry into force of
margin regulations). All NFCs are required to report and fulfill the other
risk mitigation measures (NFCs that are not NFC+ have slightly longer
timeframes in which to fulfill the timely confirmation requirements for the
relevant asset class).

There are exemptions from EMIR for certain entities such as central banks
and natural persons (natural persons acting as "undertaking”, i.e. with
commercial activity aimed at generating profit are not exempted).

Third country entities are affected to a certain extent by EMIR, either
directly by virtue of the fact that they have a status equivalent to that of an
FC, NFC+ or NFC, or indirectly to the extent they trade with entities
established in the EU and directly subject to it.

3. What transactions are in scope of EMIR?

The definition of the term “derivative” is not set out in full in EMIR but cross-refers to a
sub-set of financial instruments listed in the Markets in Financial Instruments Directive
(“MiFID”) and includes any option, future, swap, forward or other derivative contract



relating to securities, currencies, interest rates, financial indices, commodities, financial
contract for differences and credit default swaps. The treatment of FX derivatives is not
completely clear under EMIR; there is no blanket exemption for FX derivatives as an
asset class although it is fairly clear spot FX would not fall within the definition. With
respect to FX forwards, further clarification from the European Commission or ESMA is
awaited.

4. Why do we need an amendment to the master agreements?

Certain of the risk mitigation measures require written agreement of the parties before
transactions are concluded. In addition, counterparties who wish to delegate reporting to
us need to make that delegation and, in connection with all reporting, any rights they may
have under statute or contract to confidentiality must be waived. Therefore, in order to
continue trading OTC derivatives with our clients/counterparties after 15 September 2013
we need to have an EMIR compliant master agreement in place to ensure that we and our
counterparty are compliant with the EMIR rules.

5. What does the amendment cover?
EMIR Annex, covers the following:

e Procedures for agreeing how disputes relating to the valuation of their OTC
derivatives transactions will be identified, recorded, monitored and resolved

e Procedures for agreeing how to reconcile the key terms (including at least the
valuation) of their non-cleared OTC derivatives portfolios, as well as the
extent to which a third party will perform the reconciliation

e A waiver of any rights to confidentiality parties to an OTC derivatives
contract may have, whether under statute or contract, to permit reporting of
the OTC derivatives contract to a trade repository.

6. Who has to sign the amendment?

e All counterparties with OTC derivatives transactions existing on or after 16
August 2012, whether or not still outstanding,

e NFCs / FCs with existing master agreements who expect to continue trading
OTC derivatives with UniCredit Bank Austria AG on or after 15 September
2013 and

e Natural persons with existing exposure and a profit orientated background
(see above) (otherwise EMIR does not apply to natural persons)

7. What does the reporting obligation mean and can | delegate my reporting to
UniCredit Bank Hungary?
EMIR requires all parties to derivatives transactions (whether OTC or listed) to report
their transactions to a trade repository. Parties are permitted to delegate this reporting
either to their trade counterparty or to a third party, although they keep the ultimate
responsibility for ensuring their own reporting obligation is fulfilled. We are offering our
clients, free of charge, a service whereby we can report on their behalf all of their trade
information in respect of their trades with us. If you wish to delegate your reporting
obligation to us, you need to sign the enclosed reporting service level agreement (the



“Reporting SLA”) and return it to us with the amendment to your master agreement with
us. Whether or not you delegate your reporting obligation to us, you will need to obtain a
LEI and inform us what it is as we need it for our own reporting purposes.

8. Whatisa LEI?

“LEI” stands for “Legal Entity Identifier”, which is a reference code to uniquely identify
a legally distinct entity that engages in a financial transaction. It was developed by the
Financial Stability Board (“FSB”) at the direction of the G20 and under the auspices of
the Bank for International Settlements (“BIS”) in Basel, and is meant to provide a way
for participants in finance to understand the relationships of corporate entities. The FSB
IS in the process of creating a central regulatory body for the purpose of issuing LEIs

9. Does the amendment cover posting of collateral or margin?

The amendment does not cover collateral or margin as there are currently no regulatory
technical standards from ESMA covering such specifics as who must post and collect
collateral, what constitutes eligible collateral, how much be posted against the value of an
OTC derivatives contract, and how collateral is valued. These technical standards, once
published, are not expected to enter into force until early 2015 at the earliest. When they
are enacted, it is expected that they will apply only to FCs and NFCs+. At that time we
will write to you again if the margin obligations apply to you and if as a result we need to
amend any existing collateral documentation between us to cater for any new
requirements in respect of margin and collateral.

10.  Where can | find more information concerning the amendment? )
Further information can be found on the following website of PSZAF
(www.pszaf.hu/bal_menu/eu/kiemelt_temak/emir).

11.  What is the significance of 15 September 2013 and what happens if 1 do not
have an EMIR-compliant master agreement by that date?

The regulatory technical standards requiring written agreement of the parties of
procedures for portfolio reconciliation and dispute resolution come into force on 15
September. These technical standards require agreement of the parties before a
transaction is entered into. Therefore, if we enter into transactions without this written
agreement you and we will be in breach of our regulatory requirements, with the potential
for significant penalties from the Financial Markets Authority (the “FMA”). These
penalties include fines ranging up to EUR 150,000.

Disclaimer: All descriptions in this notification are based on thoroughly selected sources that are considered reliable. However, we do
not warrant the accuracy and completeness of the descriptions. Views expressed in this document reflect our current position, which
can be changed without prior notice. Information and references provided here serve only as very general information and provide a
first and quick review on the issues covered in this document. They can in no way replace a thorough and deep analysis of individual
circumstances, subject to requesting expert advice. Therefore this notification is intended for the customers of UniCredit Bank
Hungary Zrt who are considered as financial counterparty, a customer classified as non-financial counterparty+ or non-financial
counterparty. Information and descriptions provided here do not incorporate an offer to enter into OTC derivative transactions or
contain legal or tax advice. Customers of UniCredit Bank Hungary Zrt must obtain detailed knowledge on the relevant requirement
under the EIR and/or request an expert opinion or advice on such issues. We hereby inform you that the Hungarian authorities are not
entitled to interpret EMIR. The European Commission and the European Securities Market Supervision Authority (ESMA) issue a
guidance and FAQ document to provide practical assistance to accomplish compliance with EMIR. Pénziigyi Szervezetek Allami
Feliigyelete will soon publish all EIR related guidance issued by the ESMA on the following website:
http://www.pszaf.hu/bal_menu/eu/kiemelt_temak/emir
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