Appendix 9
Designated Steel Factory Delivery Rules of the Shanghai Futures Exchange (Trial)

(Revised)
Chapter 1
GENERAL PROVISIONS
Article 1
These Rules are made pursuant to the General Exchange Rules of the Shanghai Futures Exchange and other implementing rules, to ensure the normal operation of delivery on steel futures (steel rebar, wire rod and hot-rolled coil) at the Shanghai Futures Exchange (the “Exchange”) and regulate the delivery activities of Designated Steel Factories (“Factories”).

Article 2
Delivery activities by or through Factories are governed by these Rules. The Exchange, Members, Clients and Factories shall abide by these Rules.

Article 3
A Factory is a steel manufacturer's warehouse that is approved and designated by the Exchange as the venue for physical delivery on steel futures.

Article 4
A Factory standard warrant is a certificate of title to the underlying commodity that is issued by an Exchange-approved Designated Factory and generated through the standard warrant management system and in compliance with the procedures prescribed by the Exchange.

Chapter 2
CREATION OF FACTORY STANDARD WARRANTS

Article 5
Application

A Factory shall, prior to the issuance of factory standard warrants, submit an application to that effect to the Exchange. Such application shall include the product type, brand and trademark of the underlying commodity, Member’s name, name of owner of the underlying commodity, and the quantity of standard warrants to be issued, etc.
Article 6
Guarantees Provided by Designated Factories 
Before or at the time of issuing factory standard warrants, a Factory shall, pursuant to the relevant rules, present to the Exchange guarantees recognized by the Exchange which corresponds with the approved storage capacity of the Factory.
In the event of any significant fluctuation in the price of steel, the Exchange may, based on market changes, require the Factory to change its previously-determined guarantees.
Article 7
Approval by the Exchange 
When the approved storage capacity of a Factory is available and the qualified guarantee is provided by the Factory, the Exchange shall, within three (3) trading days, decide whether to approve the issuance of factory standard warrants by the Factory. 
The term “approved storage capacity” refers to the maximum quantity of factory standard warrants (including those issued but not cancelled) issuable by a Factory.
The confirmation of and adjustment to the approved storage capacity of each Factory shall be approved by the Exchange and announced by the Factory. 
Article 8
Issuance 
A Factory shall, after receiving the order of the Exchange approving the issuance of factory standard warrants, issue them through the standard warrant management system.
Chapter 3
CIRCULATION OF FACTORY STANDARD WARRANTS
Article 9
Factory standard warrants can be used for delivery, transfer, taking delivery, and other purposes prescribed by the Exchange. Nonetheless, the Factory in its capacity as an owner shall not apply the standard warrant issued by it as collaterals to satisfy the margin requirements.
Article 10
The procedures for factory standard warrants to be used for delivery are identical to those as provided in the Delivery Rules of the Shanghai Futures Exchange.
Article 11
The legitimate holder of a factory standard warrant shall pay storage fees to the issuing Factory when holding the warrant; and shall pay load-out fees to the Factory when the underlying commodity is loaded out. A specific fee schedule will be otherwise announced and adjusted by the Exchange.
Chapter 4
CANCELLATION OF FACTORY STANDARD WARRANTS
Article 12
A factory standard warrant is cancelled when the legitimate holder of the factory standard warrant, through the standard warrant management system, applies to the issuing Factory to take the underlying commodity or convert the warrant into an ordinary physical document of title of the commodity, and the Factory withdraws the warrant from circulation.
Article 13
Daily Shipment Quantity
The term “daily shipment quantity” of a Factory means the minimum quantity of shipment which the Factory arranges within 24 hours. The confirmation of and adjustment to daily shipment quantity of a Factory shall be approved by the Exchange and announced by the Factory.
Article 14
Application for Taking the Delivery
(1)
The owner who intends to take its or his commodity shall, within seven (7) working days prior to the intended date for taking the delivery, submit an application for taking the delivery through the standard warrant management system to the Factory. The application shall include, among others, the specification and the quantity of the commodity, intended date for taking the delivery, method for taking the delivery, plan of taking the delivery(daily quantity to be taken), ID number and telephone number of the person taking the commodity, etc. 
(2)
The Factory shall, within three (3) working days upon submission of the owner’s application for taking the delivery, confirm such application by considering the owner’s date for taking the delivery, specification of the commodity, the manufacturer’s production plan, etc.
In the event that multiple owners holding factory standard warrants issued by the Factory simultaneously apply to take the underlying commodity on the owner’s intended date for taking the delivery, and the total daily quantity to be taken exceeds the daily shipment quantity of the Factory, the Factory may, considering the temporal order of each owner’s submission of its or his application, their plans for taking the delivery, the manufacturer’s production plan, etc., make an overall arrangement for shipment, and shall, within three (3) working days after the owner’s submission of the its or his application, provide the owner with an alternative time range for taking the delivery and shipment plan (daily shipment quantity). If agreeing to this arrangement, the owner may select one day within the said time range as the date for taking the delivery and confirm the shipment plan; and if disagreeing thereto, may negotiate with the Factory with respect to the date for taking the delivery and shipment plan until both parties reach an agreement.
(3)
The Factory is exempt from any financial claims arising from any delay in taking the commodity by the owner due to the simultaneous submission of applications to take the delivery by multiple owners as described in Article 14 (2). Nonetheless, the Factory shall timely report such delay and its causes to the Exchange in writing.
Article 15
Production Date of Commodity Loaded out
The production date of commodity loaded out shall be within 45 days prior to the delivery date determined by the owner and the Factory.
Article 16
Settlement of Weight Difference
The weight of loading-out commodities is subject to the inspection of the Factory. Any weight difference arising when the commodity is loaded out shall be settled, between the Factory and the owner, at the settlement price of the corresponding Exchange-listed futures contract of the nearest delivery month on the trading day immediately preceding the date of load-out.
Article 17
The owner may take its or his commodity in person at the Factory or consign the Factory to ship the commodity. In the case of consignment, the owner shall oversee such shipment at the Factory, otherwise, failing which the owner shall be deemed to have accepted such shipment as being accurate.
Article 18
When taking its or his commodity, the owner shall settle related fees and costs with the Factory.
Article 19
The Factory shall ensure that the quality of commodity loaded out is in conformity with the quality standards as provided in the steel futures contract specifications of the Exchange. 
Article 20
The Factory shall, on a daily basis, report to the Exchange for verification the quantity of the underlying commodity of steel futures shipped to all owners.
Article 21
The Factory and the owner shall properly retain and keep documents for shipment and taking the delivery as the basis for resolving any disputes between them which will serve as the references for the resolution of disputes.
Article 22
The owner shall, at the agreed date for taking the delivery and according to the shipment plan, take its or his commodity at the Factory. If the owner takes the commodity at the Factory after the agreed date for taking the delivery, but within 15 days (inclusive) thereafter, or fails to take the commodity according to the agreed daily shipment plan due to any reasons not attributable to the fault of the Factory, the Factory shall remain responsible for the quality of the commodity in compliance with the quality standards set out in the steel futures contract specifications, and by considering the then quantity to be taken by all owners, arrange a plan for shipment of the commodity until the commodity is wholly shipped out. 
In each case, the owner shall pay a fine to the Factory.
Fine = two (2) Yuan/metric ton per day × quantity of the commodity due to be taken but not × number of days delayed for the batch of commodity
Any delay in the shipment of the commodity arising due to the owner’s reasons shall, if both parties reach an agreement on resolving such delay through negotiation, be resolved pursuant to their agreement. 
Article 23
If the owner fails to, within 15 days (inclusive) after the agreed date for taking the delivery, take its or his commodity at the Factory, and the factory standard warrant is canceled, the owner shall pay a fine to the Factory, the underlying commodity shall be converted into spot commodity, and both parties shall, through negotiation, reach an agreement on specific matters in relation to the taking the delivery of the commodity on their own. 
Fine = 35 Yuan/ metric ton × the quantity of the commodity due to be taken but not
Article 24
If the owner takes its or his commodity at the agreed date for taking the delivery at the Factory, but the Factory, failing to observe the agreed shipment plan, ships the commodity within 15 days (inclusive) after the agreed date for taking the delivery, the Factory shall pay compensation to the owner.
Compensation = 50 Yuan/ metric ton × the quantity of the commodity due to be shipped, but not, as per the daily shipment plan
Article 25
If the Factory fails to ship the commodity as per the daily shipment plan within 15 days (inclusive) after the agreed date for taking the delivery, the owner may subject himself to either of the following choices:
(1)
on the 15th day after the agreed date for taking the delivery, propose to the Factory to cease accepting the remaining commodity to be shipped but not, from the 16th day after the agreed date for taking the delivery, and the Factory shall refund the corresponding commodity payment and pay additional compensation to the owner:
Refunded commodity payment and additional compensation = settlement price for compensation × the quantity of the commodity due to be shipped but not × 130%
The settlement price for compensation is the settlement price of the corresponding Exchange-listed futures contract of the nearest delivery month on the trading day immediately preceding the 16th day after the agreed date for taking the delivery; or 
(2)
on the 15th day after the agreed date for taking the delivery, not propose to the Factory to cease accepting the remaining commodity due to be shipped but not, in which case, both parties shall, through negotiation, reach an agreement on specific matters relating to the taking of the remaining commodity. 
Article 26
If the Factory commits any default as provided in Article 24 or Article 25, it shall first directly pay compensation to the owner. If the Factory fails to pay or pay sufficient above amount, the Exchange shall pay the amount to the owner in the order of the following procedures: 
(1)
apply the collaterals that the Factory posts as its guarantee; or 
(2)
the Exchange shall pay for the compensation to the owner first and recourse to the Factory for it by means including legal actions.
Article 27
If the owner commits any default as provided in the Article 22 or Article 23, the owner shall first directly pay compensation to the Factory. If the owner fails to pay or pay sufficient the above fine, the Factory may recourse the fine against the owner through legal proceedings and other means.
Article 28
If any losses are incurred on either party of the Factory or owner due to any conditions and events as provided in Article 22, Article 23, Article 24 or Article 25, and both parties agree to otherwise reach an agreement to settle the matter through negotiation, such agreement prevails. Such agreement shall be filed with the Exchange. 
Article 29
If the shipment or taking of the commodity is made impossible due to force majeure, neither the Factory nor the owner shall pay fine or compensation to the other party.
Article 30
The Factory and the owner mutually agree that when submitting an application for taking the delivery, the owner may choose to reach an agreement on the method for taking the delivery with the Factory so that a new shipment time and plan will be otherwise determined by both parties, in which case, the factory standard warrant shall be cancelled, and the underlying commodity shall be deemed to have been converted into spot commodity and shall not subject to the applicable provisions hereof. However, both parties shall properly keep their related agreements. 
Article 31
Valid Delivery Period of Factory Standard Warrants
The valid delivery period of a factory standard warrant shall continue for 6 months from the creation of the warrant. A factory standard warrant shall be invalidated upon the expiration of the valid delivery period and shall not be used for futures delivery. When submitting an application for taking the delivery, the owner holding an invalidated factory standard warrant shall choose to a method for taking the delivery with the Factory so that a new shipment time and plan will be determined by both parties, in which case, when the owner takes its or his commodity at the Factory, the invalidated factory standard warrant shall be canceled, and the underlying commodity shall be converted into spot commodity and shall not be subject to the applicable provisions hereof. 
Article 32
After the factory standard warrant is canceled, the Factory may apply to the Exchange to adjust the amount of the guarantees provided by the Factory.
Article 33
Quality Dispute Resolution
If the party taking the commodity has disputes over the quality of the delivered commodity, the party shall, within 20 working days after the completion of the physical delivery, submit a written application to that effect to the Exchange, together with quality assaying conclusions drawn by the designated assayer. If failing to submit such application within the said period, the party shall be deemed to have no disputes over the quality of the delivered commodity, and the Exchange will no longer accept the party’s application to that effect.
Chapter 5
MISCELLANEOUS 
Article 34
The Exchange reserves the right to interpret these Rules.
Article 35
Matters not addressed herein shall be governed by the applicable warehouse standard warrant and delivery rules of the Exchange.
Article 36
Any violation of these Rules will be handled by the Exchange in accordance with the Enforcement Rules of the Shanghai Futures Exchange.
Article 37
These Rules shall be effective as of 09/18/2019.
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