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Client Order
and Execution Policy

|I. Introduction

This policy is issued pursuant to, and in compliance
with, paragraph 3.2 of the Code of Conduct

for Persons Licensed by or Registered

with the Securities and Futures Commission (Code
of Conduct) that applies to XHK Limited ("XHK").

This document is designed to inform our Clients
of the principles and methods governing the
execution of Orders on the best possible terms,
and to serve as a basis for our Clients' consent
to our Order Execution Principles when buying

or selling a financial instrument.

This policy applies to XHK's execution of Orders
for Clients.

All Orders are promptly and accurately recorded
and allocated on the platforms used by XHK
and details of executed trades are maintained

on the platforms indefinitely.

2. Financial instruments
to which this policy applies

This policy applies to financial products as defined
by the Securities and Futures Ordinance (Cap. 571),
including Stocks, Bonds, Exchange Traded Funds
("ETFs"), Futures, Options (OTC and exchange
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traded), Contracts For Difference ("CFDs"),
Certificates, Warrants and Mutual Funds. Some
of these products are due to their nature traded
OTC.

The trading conditions and fees for the above
products are available online in the client protected

area.

3. XHK's approach to best
execution

3.1

3.I. When executing Orders on Clients’ behalf
in relation to financial instruments, XHK
will take all reasonable steps to obtain

the best possible execution result

(the "Best Execution"). In absence of
specific Client instructions, XHK will take
into account a combination of the
following execution factors for the
purpose

of delivery to Client the Best Execution:
* Price;

*  Cost of execution;

* Speed;

* Speed of execution and settlement;

e Likelihood of execution and

settlement;
* Size, nature and type of the Order;

* Any other consideration relevant

to the execution of the Order.
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3.2. When considering the best execution

3.3.

34

factors, XHK takes into account

the following criteria:

* Characteristics of the Order:

* Characteristics of the financial

instruments that are subject to the
Order
(in particular in relation

to OTC financial instruments);

* Characteristics of the execution venues

to which the order can be directed.

Whenever there is a specific instruction
from or on behalf of a Client, XHK will,

to the extent possible, execute the Order
in accordance with the specific instruction.
A specific instruction from a Client may
prevent XHK from taking the steps

that it has described in this policy to
obtain the Best Execution. Trading rules
for specific markets may prevent XHK
from following certain of the Client's
instructions. To the extent that a Client's
instruction

is not complete, XHK will determine

any non-specified components of the

execution in accordance with this policy.

Due to system failures or other
unavoidable reasons, XHK may execute
Orders in a method that differs from the
method selected pursuant to this policy.
Even in such a case, however, XHK
endeavours to execute Orders on the

best terms available at that point.
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4. Best execution criteria

4.1,

The procedure for routing determinations
is mainly based on 4 criteria and is
regularly reviewed by XHK. Hence to
determine the best way to execute an

Order, XHK takes into consideration:

4.1.1. Price Improvement and Overall
Consideration of Costs: Orders are
routed to market makers and/or
market centres where opportunities
for price improvement exist. The
criteria

to be used by other market makers

and/or market centres include:

* Automatically matching
incoming market and limit

Orders to pending limit Orders;

* Cross transactions where price
improvement can be offered
to one or both sides of the

trade.

4.1.2. Speed and Likelihood of the
Execution: Due to the levels of
volatility affecting both price and
volume, XHK seeks to provide
Orders

with the fastest execution
reasonably possible although delays

may occur.

4.1.3. Size Improvement: In routing
Orders, XHK seeks markets that

provide the greatest liquidity
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5. Execution of client orders

5.1

52.

XHK Limited
Unit 2001, 20/F Cheung Kong Center,
2 Queen's Road Central, Hong Kong

and thus potential for execution
of large Orders. XHK also seeks
opportunities

for Orders to benefit from order-
size commitments offered

by third parties.

4.14. Overall Execution Quiality:

When determining how and where
to route an Order, XHK focuses
on prompt and reliable execution
which is being continuously

evaluated (section 9 of this Policy).

XHK uses automated systems to route 5.1.

Orders for execution. When an Order

is received by XHK it is routed to the
execution venue that XHK considers

to generally provide the Best Execution.
XHK may execute Orders outside
regulated markets and multilateral trading
facilities. In this respect, by accepting this
policy

and any agreement attached herewith,
the Client signals his/her consent for XHK
to execute Orders outside regulated

markets and multilateral trading facilities.

For instruments admitted to trading

and official listing on a regulated market
or stock exchange (i.e. Bonds, Stocks,
Futures and ETFs), XHK routes Orders
to the multilateral trading facility or third
parties that can execute trade on stock

exchanges by the prices of stock exchange.
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For OTC products (CFDs), XHK will route
Orders to the appropriate market maker
firms for the execution by prices provided
by them on trading platform.

For OTC-traded CFDs on single stocks,
execution is benchmarked to the pricing
and liquidity on the primary regulated

market or exchange of the relevant stock.

Prices of non-listed units in Mutual Funds
(e.g. unit trusts or open-ended investment
companies) are set at a future "valuation
point" and the exact price of such units

is therefore not known in advance.
Execution price for such Order will be
provided by liquidity provider of XHK
according

to the fund manager's rounding rules.

There may be delays in execution of
Orders, including Orders placed through
online trading systems. Some Orders

placed through online trading systems may
be handled manually. When high traffic in
electronic Orders causes a backlog, XHK,

as well as counterparts to which Orders are
sent

for execution, will have to discontinue
normal automatic execution procedures and
turn

to manual execution, leading to possible
delay in execution. In order to minimize such
a risk, XHK has in place procedures

and arrangements which to the furthest
extent possible provide for the prompt, fair

and expeditious execution of Orders.
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5.6. Execution of Orders is monitored 24/7

and the execution venue can be changed
(switched off) manually in the following

cases:

a) XHK finds evidence for potential risks
to the safety of client's funds — credit

risk events;

b) In case of technical problems, when
the technical support of the
trading platform sees evidence that
counterpart is not responsive at all, it
can
be switched off, until technical

problems are solved;

c) Any other events which potentially
poses threats to the integrity of XHK

and the clients’ funds:

d) Periodic evaluation of the execution
venue/counterpart shows upgrade
of the service level, reduction of costs
and better conditions, which basically
means that counterpart gets rated
higher and moves up in the execution

line.

5.7. Standard execution venue failure —

applicable only to CFDs, transferable
securities and other exchange traded
instruments. OTC instruments like
Eurobonds or OTC Futures and Options
are handled

on a case-by-case basis, and the best
price is determined by the price range of

extensive trading.
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To provide continuity and fault-tolerance,
XHK uses smart order routing in case
of execution venue failure which

may be caused by the following reasons:

a) Technical disconnection of the

execution venue;

b) Lack of free funds on the account
with the counterpart providing

the execution venue;
©) Unsuitable characteristics of the Order.

In the above cases, smart order routing will
place Order with the next execution venue

in line. If an Order cannot be placed, it is
rejected completely. If an Order size is too
large for the market or the market depth is too
thin, the same strategy applies. In the case

of (b) above, smart order routing is the
temporary measure only until funds arrive

to the account with this counterpart providing
specific execution venue. XHK keeps records
on such rejects and evaluates fault-tolerance
of the counterpart for further possible changes

of rating according to the scoring system.
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Execution venues 6. H1TIAFR

6.1. XHK uses several external financial
institutions and brokers to execute
Orders

for different financial instruments. 6.2.

6.2. Before including the counterpart in the

list of execution venues, 4 steps must be
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completed:

A — Initial pre-screening of conditions —
at this stage XHK evaluates if the
counterpart could offer better service,
additional markets, better financing rates
or faster execution. This phase is mostly
undocumented.

B — Due Diligence check — is performed
by the relevant compliance employee

or director. Written result should be
approved by the director.

C — Risk Assessment — financial and
other risks are evaluated by XHK or a
manager

of XHK. Recommendations and
conclusions should be provided to the
director responsible for due diligence
check.

D — Technical compatibility — technical

specialists of the trading platform provider

are checking general integration possibilities

of the counterpart systems with the trading
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platform.
Name Country of  Regulatory authority
2 ¥ registration Wk AT 44
ARE SR
R.J. O'Brien Limited USA Financial Industry
ESEy Regulatory Authority
("FINRA")
SR IEER(FINRA)
Cowen International United Financial Conduct
Limited Kingdom Authority (FCA)
RE ERHHITHEER

Financial instruments

ERMTE

Worldwide Derivative Contracts

Fixed Income Securities

SRTTETESN. EEWERIESS

Worldwide Transferable
Securities, Derivative Contracts,
Fixed Income Securities
SIKPEINESRITETESY
B E W AR IS
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Name Country of  Regulatory authority Financial instruments
¥R registration =2k SEMTE
ARRE SR
Lek Securities UK United Financial Conduct Worldwide Transferable Securities,
Limited Kingdom Authority (FCA) Derivative Contracts, Fixed Income
H[EH ERTHIZTRNEER Securities
EINAHINESARITETBEEE
MBI E W EFIEZS
Oyak Yatirim Menkul Turkey Capital Markets Board Worldwide Transferable Securities,
Degerler A.S. +EH of Turkey (CMBT) Derivative Contracts,
TEEXATIHERS Fixed Income Securities
SIKAIA IS TTE T ES LA
B E W ESUEZ
Advantage futures LLC ~ USA Financial Industry Derivative contracts
xE Regulatory Authority TTETESY
(FINRA)
R S ERB(FINRA)
Sparkasse Bank Malta Malta Financial Services ~ Malta Government Bonds
SEf Authority S BB 525
SEMEmRSE
Nissan Securities Co., Japan Financial Services Agency Derivative Contracts
Ltd BAE AATRT TTETBEEY
EXT LTD Cyprus Cyprus Securities and Worldwide Transferable Securities
FESH IR HT Exchange commission and Derivative Contracts and Fixed

Once the counterpart is being included in

(CYSEC)

EHRINISRZER

=(CYSEC)

Income Securities, Contracts for
Difference (CFD)

EINARINEFNRITETBEE
MEBEIEW RIS =M E£I(CFD)

6.3. TR T ERPITIARN/ TR (R

the list of execution venues, continuous

(F7)5%:
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6.3.

6.4.

XHK Limited

evaluation begins according to the scoring

system.

List of execution venues/execution venues
providers (counterparts) for the financial

instruments:

The standard and alternate execution
venues (execution line) for different
trading instruments are specified in the
Annex |

of this Policy.

7. Effects on order execution

yAR

Clients should be aware of the following
risks associated with volatile markets,
especially at or near the opening or closing

of the standard trading session:

* Execution at a substantially different

price from the quoted bid or offer

or the last reported sale price at

the time of order entry, as well as
partial executions or execution of
large Orders in several transactions at

different prices.

* Delays in executing Orders for financial

instruments that XHK must send to
external market maker and manually

routed or manually executed Orders.

*  Opening prices that may differ

substantially from the closing price

on the previous day.

* Locked (the bid equals the offer)
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and crossed (the bid is higher than
the offer) markets, which prevent

the execution of Client trades.

* Price volatility is one factor that
can affect Order execution. When
Clients place a high volume of Orders
with brokers, Order imbalances and
backlogs can occur. This implies that
more time is needed to execute the
pending Orders. Such delays are usually
caused by the occurrence of different
factors: (a) the number and size of
Orders
to be processed, (b) the speed at
which current quotations (or last-sale
information) are provided to XHK
and other brokerage firms; and (c) the
system capacity constraints applicable
to the given exchange, as well
as to XHK and other firms.

8. Types of orders

8.1.  Given the risks that may arise when
trading in volatile markets, the Client may
wish
to consider using different types of Orders
to limit the risk and manage investment
strategies. (It should be noted that
the following descriptions of Order types
may apply only to some and not all types

of financial instruments).

8.2. Market order: With a market order,
the Client instructs a financial institution

or trading counterpart to execute a trade
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of a certain size as promptly as possible

at the prevailing market price. Financial
institutions are required to execute market
orders without regard to price changes.
Therefore, if the market price moves
significantly during the time it takes to fill
an Order, the Order will most likely

be exposed to the risk of execution

at a price substantially different from the

price when the Order was entered.

8.3. Limit order: With a limit order, the Client
sets a maximum purchase price, or a
minimum sale price, at which the trade
is to be executed. As a limit order may
be entered away from the current market
price, it may not be executed immediately.
A Client that puts a limit order must
be aware that he/she is giving up the
certainty of immediate execution in
exchange for the expectation of getting an
improved price in the future. Limit orders
may
be routed to an exchange without human

intervention.

84. Stop order: Different from a limit order,
a stop order allows for selling below
the current market price or buying above
the current market price if the stop price
is reached or breached. A stop order
is therefore a "sleeping" order until

the stop price is reached or breached.

8.5. Stop limit order: A stop limit order
is a variation of a stop order as described
in Section 8.1.3 with a lower (higher) limit

price to suspend trading if the price falls
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2 Queen's Road Central, Hong Kong

(rises) too far before the order is filled,
restricting trading to a predefined

price range.

9. Regular review of execution
quality and execution venue

9.1, XHK will review this policy when
necessary but at least annually and
whenever a material change occurs that
affects XHK's ability to obtain the Best

Execution.

9.2. XHK regularly reviews the overall quality
of its order. Continuous evaluation of
execution and its venue is made via a
scoring system. All scores are relative on
a scale from | (worst) to 10 (best). The
highest Total Score determines the rank of

the execution venue.

Total Score = 0.5xSpreadAndPriceScore
+ 0.5xReliabilityScore + 0.5xCostScore +

0.3xServiceScore
where:

Spread and Price Score — relative score
of the average bid/ask spread in the
instrument, sampled on random times.
These scores also include types of Orders
that venue can execute, number of
Orders filled, possible last look, handling

of mass Orders etc;
Reliability Score — score of total

technical integration, speed of execution

and technical stability;

XHK Limited info@xhk.asia
EFRAPUEFKEF +85223812899
25 KT EBAD2082001F
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E T ITIFREIHE B

B23=0.5xRESMBDE + 0.5xFI 58
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Cost Score — relative score of total cost
associated with executing an Order on
the venue;

Service Score — relative score of the
ability of the counterpart to integrate

into back office reconciliation, provide
additional services, have fast and good
support on technical as well as on the

finance side.

Evaluation is done sporadically at random
times, and at least quarterly. XHK will
amend this policy on the basis of such
reviews as it considers necessary. Any new
policy will be made available on XHK's
websites and will be in force as from

publication.

Please see Annex 2.

10. XHK's terms of business

[0.1. This policy is subject to XHK's Terms
of Business and other Rules from time
to time governing the relationship
between the Client and XHK. Further
information on Order execution can be

found in XHK's Terms of Business.

Unit 2001, 20/F Cheung Kong Center,
2 Queen's Road Central, Hong Kong

XHK Limited
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Annex |

Standard
and Alternate
Execution Venues

Instrument Standard
Execution
Venue*
WA TR
Contracts for Difference EXT LTD
(CFD)
EH)E49(CFD)
Transferable Securities Lek Securities
Gz ainnz UK Limited

Russian MOEX Fixed Income  EXT LTD

Securities

BBHMOEXEE
I Ea3NE

M1

XHK Limited info@xhk.asia
EFRAPUEFKEF +85223812899
25 KT EBAD2082001F

e BRITIARR

2nd
B

Cowen
international
Limited

Cowen
International
Limited

Alternate execution venue**

BERMITIFR

3rd 4th Sth
B=HFr HBOHA SRR

EXTLTD
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Russian MOEX Transferable

Securities

HEHIMOEXR] 4%
RN

EXTLTD

Russian MOEX Fixed Income  EXT LTD

Securities

BEHTMOEXEE
I EaINE

Execution is regularly evaluated by the certain

criteria:

* Reliability of the [CP], fault-tolerance, spreads,
commissions, leverage what may result change

in the sequence of execution venues.

Standard execution venue* — for all Orders, main
criteria is fault tolerant execution.
Alternative execution venue** — automated

switch in case of standard execution venue failure.

Contracts for Difference (CFD):

e EXTLTD — set as standard because

of the absence of slippage.

¢ Cowen International Limited — set as last

option in case all previous venues have failed.

Unit 2001, 20/F Cheung Kong Center,
2 Queen's Road Central, Hong Kong

XHK Limited
HEPHEEAES
25 KO TEBETID20#42001F

info@xhk.asia
+85223812899

Alternate execution venue**

ERMITHAR

PUTHR LA N R EAT A E B 1T P

- [CPIBYRISEME. BiEME. RZE. A FIAR
BESFERITIAINFE X EZLBINE,

ERITIRR" - N TFRERSER, T2 E
EREMERNT

BRWTEAR - ERERITIRRRSBER T
Bapt

=MELI(CFD):

« EXT Ltd - AREBBN EMKENITED
FIT

« Cowen International Limited - & € 1T 2
IR PR AP ERR NIE T N f5 1T
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Annex 2

Best Execution
in Daily Operations
and Its Control Tools

XHK performs best execution control tests on a
yearly basis by analysing random transactions. The
overall system of monitoring and control takes

place a constant 24/7 basis.

When defining the best execution, the following

factors are taken into consideration:

* Types of securities traded;

* Broker/dealers (counterparties) used;
* Trading venues utilized;

*  Costs and clients’ benefits;

* Possible conflict of interest.

XHK uses technical solution - Symbol DB system
("DBS"), aimed to provide automatic assessment

of the Order and allocate to the most appropriate
counterpart. The settings are managed by the
outsourced technical support of the trading
platform provider and XHK. Major changes such as
counterpart inclusion/exclusion should be approved
by a director; regular daily changes such as

switching of counterpart or any other auto-routing

Unit 2001, 20/F Cheung Kong Center,
2 Queen's Road Central, Hong Kong

XHK Limited
HEPHEEAES
25 KO TEBETID20#42001F

info@xhk.asia
+85223812899
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o REHIEEIER

. FERENELH/R5E WFH)

. RN
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RIEFITO N3 THEL  H1TED, LERIXHKIEESE
SR FTT 5 AT, BT ERR S FERIThEELL
RIVERIRERES ; TS, A EEM D
B X XHKIEI A AR 5 IR AV E B

XHKIE R R T Z=— R G P B RS
("DBS"), SRR ZEmIB s a0 EC
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issues related to the online regime are resolved by
the outsourced technical support of the trading
platform provider according to this policy and other
instructions of XHK.

At the pre-execution stage, XHK will analyse the
current list of available counterparts for different
financial instruments, their rates, XHK's balances on

the counterparts' accounts and rank them in DBS.

XHK will immediately re-evaluate the counterparts
and make changes within DBS in the following

cases:

*  When the system starts to provide declines
(except when the Clients do not have enough
balance on their accounts for the Orders

provided).

*  When XHK's balances on the counterparts'

accounts have reached low/zero balances.

*  When notifications from the counterparts
regarding changes/limits implemented have

been received.
*  When any other new circumstances arise.

XHK's policy is to execute trades individually and in
the order they are received on a "first come, first
served" basis, even in the case of partial execution.
Therefore, in principle, XHK does not aggregate
Orders.

Due to system failures or other unavoidable
reasons, XHK may execute Orders in a method
that differs from that stated in this policy.

Even in such a case, XHK endeavours to execute

Unit 2001, 20/F Cheung Kong Center,
2 Queen's Road Central, Hong Kong

XHK Limited
HEPHEEAES
25 KO TEBETID20#42001F

info@xhk.asia
+85223812899
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) o
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TERITNEL, RARBIMIEFBE R8T 9
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Orders on the best terms available at that point.

At the execution stage, all the Orders are
processed automatically by the system. The
outsourced technical support is monitoring all

the notifications provided by the system, following

the Order executions' statistics.

The automatic system's notifications are divided

into 3 main groups:

I, Infrastructure problems within XHK: might
arise in case of technical problems with the
network (locally or globally), hardware/software

problems and/or hosting company.

2. Counterpart problems: usually occur
if the counterpart changes its settings,
such as limits, financial instruments
identifications, etc., without prior notification
to XHK: in case of connection loss at the
counterpart’s side or between the counterpart

and stock exchange.

3. Client problems: usually happen when clients
provide incorrect Orders, such as out of
trading time, out of the minimum/maximum
limits defined by the stock exchange, incorrect
size of a lot; clients have insufficient funds on
the account for the initiated operation or do

not have enough rights/proper access.

At the post-execution stage, all systems'
notifications are analysed within the overall
performance and the necessary amendments to

the settings are made.

Unit 2001, 20/F Cheung Kong Center,
2 Queen's Road Central, Hong Kong

XHK Limited
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XHK Limited
X H K Unit 2001, 20/F Cheung Kong Center, EERREEREF +85223812899
2 Queen's Road Central, Hong Kong 25 KITERFI2012001F

The English language is the official communication
language at XHK. In case of any disputes,
discrepancies, ambiguity or differences in
translations of documents/information in any
other languages, the version in English prevails.
Documents/Information provided in any other
languages is for information purposes only and
cannot be treated as an official text of the

particular document.

RIEZEXHKRE A AEES. NERIEMESH
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