Appendix 4
Options Investor Suitability Management Rules of the Shanghai Futures Exchange

Chapter 1  GENERAL PROVISIONS

Article 1
These Rules are formulated in accordance with the General Exchange Rules of the Shanghai Futures Exchange and other applicable rules to safeguard the stable, regulated and healthy operation of the options market, prevent market risks, and protect the legitimate rights and interests of investors. 

Article 2
These Rules are applicable to options trading and related activities on the Shanghai Futures Exchange (the “Exchange”), and shall be observed by the Exchange, and futures firm members (“FF members”) and their customers.

Article 3
An FF member shall, in accordance with applicable rules of the China Securities Regulatory Commission (the “CSRC”) and requirements of these Rules, assess its customers’ level of options knowledge and risk tolerance, select customers suitable to participate in options trading with care, and enforce all requirements of the applicable investor suitability rules.
Article 4
A customer shall, based on a comprehensive assessment of its/his own financial strength, level of options knowledge, risk control capacity, and risk tolerance, make a prudent decision on whether to participate in options trading.

Chapter 2  STANDARDS FOR SUITABILITY MANAGEMENT
Article 5
To apply for options trading privileges, a customer shall have a trading code assigned by the Exchange.
Article 6
An FF member may grant options trading privileges to an individual customer who meets the following criteria: 
(i)
His available balance in the FF member’s margin account is no less than RMB 100,000 after the daily clearing within the five trading days before the granting of options trading privileges;
(ii) He possesses basic futures and options knowledge, and has passed a knowledge test recognized by Exchange;
(iii) He has a track record, as recognized by the Exchange, of engaging in simulated options trades for 10 or more trading days and executing 20 or more such trades; 

(iv)
He has a track record, as recognized by the Exchange, of exercising options in simulated options trades;
(v) He is not involved in any circumstances where laws, administrative regulations, ministry-level rules, and the rules of the Exchange prohibit or restrict him from engaging in futures and options trading; and 
(vi) He meets other requirements as prescribed by the Exchange.
Article 7
An FF member may grant options trading privileges to an ordinary institutional customer who meets the following criteria:
(i) Its available balance in the FF member’s margin account is no less than RMB 100,000 after the daily clearing within the five trading days before the granting of options trading privileges; 
(ii)
Its relevant business personnel possess basic futures and options knowledge, and have passed a knowledge test recognized by the Exchange;
(iii) It has a track record, as recognized by the Exchange, of engaging in simulated options trades for 10 or more trading days and executing 20 or more such trades;
(iv) It has a track record, as recognized by the Exchange, of exercising options in simulated options trades;
(v) It has in place such rules as internal control and risk management rules in relation to participation in options trading;
(vi) It is not involved in any circumstances where laws, administrative regulations, ministry-level rules, and the rules of the Exchange prohibit or restrict it from engaging in futures and options trading; and

(vii) It meets other requirements as prescribed by the Exchange;
In these Rules, an ordinary institutional customer refers to an institutional customer other than a special institutional customer and market maker identified in Article 8 hereof.
Article 8
Unless otherwise provided for under laws, administrative regulations, and ministry-level rules, and by the CSRC, an FF member who grants options trading privileges to special institutional customers, market makers, customers who, within the most recent three years, have a track record, as recognized by the Exchange, of executing real options trades, and other special customers recognized by the Exchange may be exempt from the first four items of Article 6 and the first four items of the first paragraph of Article 7.
A special institutional customer refers to a securities company, fund management company, trust company and other financial institution, and an institutional customer who is required under laws, administrative regulations and ministry-level rules to keep assets under management in separate accounts, such as a social security company or qualified foreign institutional investor.
The asset management business of a futures firm shall be managed as if it is that of a special institutional customer.
Article 9
The Exchange may adjust the criteria and requirements set forth in Articles 6, 7 and 8 based on market conditions.
Chapter 3 IMPLEMENTATION OF SUITABILITY MANAGEMENT
Article 10
An FF member shall, in accordance with relevant rules of the CSRC and these Rules, develop a plan for implementation of the applicable investor suitability rules, establish working rules related thereto, improve allocation of internal responsibilities and duties and operating procedures, and timely file with the Exchange the trading codes of customers to whom the options trading privileges have been granted.
Article 11
An FF member shall require its customers to complete procedures for granting of options trading privileges at its business premises. The FF member shall fully disclose risks in options trading to the customers, provide them with an objective description of options laws and regulations, options rules of the Exchange, and characteristics of option products, strictly verify their funds and simulated and real options trading experience, test their basic futures and options knowledge, prudently assess their risk tolerance, and carefully review their application materials for options trading privileges.
Article 12
A customer’s available balance in its/his FF member’s margin account shall be calculated based on the margin rate imposed the FF member.
Article 13
The following requirements shall be satisfied in relation to an FF member’s basic futures and options knowledge test for its customers:
(i) The FF member’s customers shall take a knowledge test recognized by the Exchange, and obtain scores higher than the threshold published by the Exchange;
(ii) The test shall be taken by the FF member’s individual customers and the authorized order placers of its ordinary institutional customers in person, and may not be taken by others on their behalf;
(iii) The customer development personnel of the FF member shall not concurrently serve as knowledge test supervisors;
(iv)
The FF member shall provide greater training to the customers; and
(v) The customers shall present their test scores when applying for options trading privileges.
Article 14
The supporting materials of a customer for its/his track record of executing or exercising options in simulated options trades, or executing real options trades shall be verified by its FF member before being affixed with the legally valid seal of the FF member. 
Article 15
An FF member shall require its customers to fill out the application form for options trading privileges before granting such privileges to them. The application form shall be signed by its individual customer or affixed with the common seal of its institutional customer. The FF member shall examine the application form as required and have the same signed by its processor and reviewed by its reviewer (the processor and the reviewer shall not be the same person) before affixing its legally valid seal thereto.
Article 16
An FF member shall urge its customers to comply with laws, administrative regulations and ministry-level rules governing options trading, and the rules of the Exchange, provide continuous risk education to them, and enhance the compliance of their trading activities with laws and regulations.
Article 17
An FF member shall record live videos of the processes as prescribed in Article 11 hereof, such as the disclosure of risks, notification of matters, performance of knowledge tests, and completion of application forms for options trading privileges by its customers.
An FF member shall maintain archives on the data of its customers, and properly store their application forms for options trading privileges, proof for their available balance in the FF member’s margin account, knowledge test materials, and their supporting materials for the track record of executing or exercising options in simulated options trades, or executing real options trades, copies of individual customers’ valid identity documents, copies of powers of attorney from institutional customers with respect to the application for options trading privileges and of valid identity documents of the attorneys-in-fact thereunder, and other related materials, as well as the live videos set forth in preceding paragraph, for inspection by the Exchange. The FF member shall keep confidential its customers’ data except for the purpose of investigation and inspection under the law.
Article 18
An FF member shall provide its customers with reasonable complaint channels, notify them of methods and procedures for filing complaints, properly address disputes, and guide them to protect their own rights and interests in accordance with the law.
Article 19
Where an FF member engages an introducing securities company to provide assistance in the completion of procedures for the granting of options trading privileges, it shall develop rules on business collaboration with the securities company to implement applicable requirements of the investor suitability rules, and review the relevant business of the securities company.
Article 20
A customer shall faithfully submit its application materials for options trading privileges, and shall not circumvent the requirements of the investor suitability rules through false submissions and any other means.
Article 21
A customer shall, under the principle of caveat emptor, bear the results of its options trades, and shall not, on the ground of its inconformity to the suitability standards, refuse to bear the results of its options trades and perform its obligations.
Article 22
A customer shall protect its legitimate rights and interests through proper means. When doing so, the customer shall abide by applicable provisions of laws and regulations, and refrain from harming the state, public and collective interests, and other persons’ legitimate rights and interests, and disrupting public order and the orderly operation of the Exchange and relevant organizations.
Chapter 4  SUPERVISION ON SUITABILITY MANAGEMENT
Article 23
The Exchange may inspect an FF member’s compliance with the investor suitability rules, and the FF member shall cooperate with such inspection by truthfully providing its customers’ materials related to the application for options trading privileges, and refraining from concealing such materials, and obstructing and refusing to accept such inspection.
Where the Exchange becomes aware of any misconduct by an introducing securities company, it shall have the right to conduct a necessary inspection extended to such introducing securities company.
Article 24
If the Exchange becomes aware of any misconduct during its inspection, it may report such misconduct to the relevant regional office of the CSRC.
Article 25
Any violation of these Rules shall be addressed by the Exchange in accordance with applicable provisions of the Enforcement Rules of the Shanghai Futures Exchange.
Chapter V  Miscellaneous
Article 26
The Exchange reserves the right to interpret these Rules.
Article 27
These Rules shall be come into effect as of September 6, 2018.
