Appendix 

Designated Delivery Warehouse Rules of the Shanghai Futures Exchange
 (Revised) 

Chapter 1
General Provisions

Article 1
These Designated Delivery Warehouse Rules are made in accordance with provisions in the Contract Law of the People’s Republic of China and the General Exchange Rules of the Shanghai Futures Exchange, to ensure that all Designated Delivery Warehouses(the “Designated Warehouses”), comply with the rules of the Shanghai Futures Exchange(the “Exchange”) governing the physical delivery of commodities on or through the Exchange.

Article 2
A Designated Delivery Warehouse is a venue approved by the Exchange for the storage and delivery of commodities meeting the terms for physical delivery on a futures contract.

Article 3
Each Designated Warehouse and its staff shall abide by these Designated Delivery Warehouse Rules.

Chapter 2
Application and Designation

Article 4
An applicant for designation under these Designated Delivery Warehouse Rules shall meet the following criteria: 

i)
possessing the business license issued by an administrative bureau for industry and commerce;

ii)
possessing fixed assets and registered capital as prescribed by the Exchange;

iii)
having good financial conditions and strong ability of risk resistance;

iv)
having a goodwill and a complete set of rules on warehousing management; no record of having violated any major laws or regulations or ever being delisted as a Designated Warehouse in the recent three(3) years;

v)
complying with applicable Exchange’s rules on trading and delivery;

vi)
ensuring that each of the principal managers has at least five (5) years of warehouse management experience; and have a well-trained, professional management team;

vii)
having adopted restricted and detailed rules on the load-in and load-out of the commodities deliverable against the Exchange’s listed contracts and inventory administration;

viii)
having a sizeable storage capacity and access conditions to store the commodities listed on the Exchange; having good and complete facilities with qualified measuring capacity as well as sound transportation; and
ix)
satisfying other criteria as prescribed by the Exchange.

Article 5
An applicant for designation as a delivery warehouse shall provide:

i)
a application letter;

ii)
a photocopy of the business license issued by an administrative bureau for industry and commerce;

iii)
the original audit reports issued by a certified public accounting firm for the applicant for the most recenttwo (2) years, or a photocopy of these reports bearing the accounting firm’s business seal;

iv)
a photocopy of the applicant’s land use permit for the Designated Warehouse and other supporting documents;

v)
a letter issued by the applicant’s immediate superior authority or board of directors granting permission for the applicant to file for designation a letter of joint guarantee by the relevant establishments;

vi)
the warehouse rulebook and a brief introduction to it; and

vii)
other documents as required by the Exchange. 

Article 6
The designation process shall consist of the following procedures:

i)
the Exchange shall review the application by examining the supporting documents as provided in Article 5;

ii)
the Exchange shall conduct an on-site due diligence on the applicant based on documents review;

iii)
the Designated Warehouse shall, pursuant to these Designated Delivery Warehouse Rules, adopt corresponding operational rules or procedures, and carry out the physical delivery on a futures contact subject to the approval of the Exchange of such rules and procedures;
iv)
based on the on-site due diligence and the applicant’s supporting documents, the Exchange shall enter into a Designated Delivery Warehouse Agreement with the applicant.

Article 7
When it secures the Exchange’s designation, the Designated Warehouse shall

i)
file with the Exchange all the seals and stamps it uses in issuing standard warrants;

ii)
file with the Exchange the letter of designation of the futures delivery clerks and a copy of the clerks’ signature;

iii)
designate those of its executives to take the Exchange’s delivery business training program; and

iv)
carry out all other regulatory requirements as adopted by the Exchange from time to time.

Article 8
A Designated Warehouse that decides to waive its designation shall submit a Waiver Application for Designated Delivery Warehouse Designation to the Exchange for its approval.

Article 9
A Designated Warehouse waiving its designation or being delisted shall:

i)
move out all warranted goods or convert them into physicals; and

ii)
settle any debt obligations with the Exchange.

Article 10
With regard to the confirmation, waiver or delisting of Designated Warehouse designation, the Exchange shall make a timely notification to Members and the Designated Warehouses, and submit a report to the China Securities Regulatory Commission, or the CSRC.

Chapter 3
Rights and Obligations

Article 11
A Designated Warehouse is entitled to:

i)
issue standard warrants in compliance with the applicable rules of the Exchange;

ii)
charge fees for its services and facilities pursuant to the fee schedule and methods the Exchange approves;

iii)
advise the Exchange on the Exchange’s rules with respect to physical delivery; and

iv)
exercise those rights as otherwise provided in the Delivery Rules of the Shanghai Futures Exchange and the Designated Delivery Warehouse Agreement.

Article 12
A Designated Warehouse is obligated to:

i)
be regulated by the Exchange and to abide by the Delivery Rules of the Shanghai Futures Exchange and all other applicable rules of the Exchange, and inform the Exchange of all relevant matters with regard to delivery on a timely basis;

ii)
inspect and accept the goods for load-in pursuant to futures contract specifications;

iii)
create a safe facility for the storage of deliverable goods in compliance with the applicable rules of the Exchange;

iv)
make goods available for physical delivery on the standard warrants and provide prompt assistance to the owner of the goods, or the owner, in the transportation thereof;

v)
keep confidential the trade secrets with regard to futures trading activities;

vi)
participate in the Exchange’s annual audit;

vii)
report to the Exchange in a timely manner with regard to any modification to its legal representative, registered capital, shareholders or shareholding structure, storage venue and designated clerks; and

viii)
comply with all other duties as otherwise provided in the Delivery Rules of the Exchange and the Designated Delivery Warehouse Agreement.

Chapter 4
Regular Operations

Article 13
The regular operations of a Designated Warehouse include three stages in the following order:

· load-in

· storage

· load-out

Article 14
A Designated Warehouse shall grant priority to the load-in and load-out of the goods for delivery under the terms of a futures contract. 

Article 15
The load-in shall take place as follows:

i)
Taking delivery.

A Designated Warehouse shall effectuate a timely and precise take-over of deliverable goods from a consignee transporter. If any event occurs such as:

· label damage;

· good’s wrap appears in an abnormal condition;

· a discrepancy between goods and the specifications on the certificates;

· quantity variances;

· goods impairment; or

· damage to packaging,

The Designated Warehouse shall sort out the liabilities, obtain the business records of the consignee transporter and share a copy of these records with the owner for further disposal. Meanwhile, the Designated Warehouse shall record the results of the inspection and acceptance of the goods for load-in in its load-in journal.

ii)
Goods inspection and acceptance.

The Exchange shall examine the extrinsic quality and the quantity of the goods to ensure compliance with the certificate specifications and the Exchange’s rules on delivery. Items to be inspected are:

· name of goods;

· trademark;

· grade and quality specifications;

· quantity;

· necessary materials accompanying the load-in;

· packaging;

· extrinsic quality, defined as what is apparent without the need to open the packaging or dismantle the bundle. Crates, bundles and packs may be opened or dissembled for inspection if many problems appear on the exterior or any applicable rules prescribe a sampling inspection.

iii)
Load-in and issuance of standard warrants.

If the goods are accepted or the problems found in inspection are all resolved, the Designated Warehouse shall undertake the following:

· register the load-in in its journal;

· earmark the goods for identification;

· establish a product file for the goods; and

· issue standard warrants per the owner’s request and pursuant to the applicable rules of the Exchange.

Article 16
Once the goods are loaded into the Designated Warehouse, the warehouse shall store and maintain the goods properly using scientific methods based on their attributes and the local natural conditions.

Article 17
The load-out of goods shall occur in response to the owner’s requests by way of dispatch, delivery or consignment, which brings an end to the storage of the goods.

Article 18
The goods shall not be loaded out by the Designated Warehouse until the load-out certificates are verified. The Designated Warehouse shall undertake the following procedures on the day the load-out is concluded: 

· conducting write-in and write-off for the load-out in its journal;

· clearing the corresponding certificates;

· clearing the storage yard and racks; and

· notifying the consignee transporter of the transportation plan for the consigned goods.

Article 19
Goods transfer. A clear record of transfer and the write-in and write-off in the warehouse journal shall be made.

Article 20
In handling the load-in and load-out, the Designated Warehouse shall enter on a timely basis the relevant information into the standard warrant system and ensure the accuracy of transmitting such information.

Chapter 5
Business Management and Audit

Article 21
The Designated Warehouse shall establish a separate journal for the goods for delivery.

Article 22
The Designated Warehouse shall designate an executive in charge of the futures delivery business and dedicate clerks to manage the goods for delivery and deal with the business with regard to standard warrant.

Article 23
The Exchange mandates that a Designated Warehouse conduct internal audit at a regular basis. The Exchange also undertakes random and annual audit of each Designated Warehouse in order to enhance the warehouse’s services and functioning for the benefit of Members and Clients.

i)
Internal audit. 

The Designated Warehouse, pursuant to these Designated Delivery Warehouse Rules, the Delivery Rules of the Shanghai Futures Exchange, the Standard Warrant Rules of the Shanghai Futures Exchange and at its sole discretion, shall conduct an audit on one or more working items every month and record the conclusions.

ii)
The Exchange’s random audit.

The Exchange, at its sole discretion or in response to a Member’s or Client’s complaints, shall undertake random audit of one or more working items on the Designated Warehouse and make detailed records of its inspection and findings.

iii)
Annual audit.

The Exchange shall conduct an annual audit on the functioning of each Designated Warehouse, evaluate it subject to the Designated Delivery Warehouse Evaluation and Appraisal Rules of the Shanghai Futures Exchange, and notify it of any deficiencies requiring remedy for next year. 

For an underperforming warehouse, the Exchange may reduce its certified storage capacity, suspend its delivery business or delist it from the list of Designated Warehouses.

Items that the Exchange’s audit shall cover:

· warehousing facilities;

· storage profile;

· business handling capacity;

· business performance;

· accuracy of books;

· members’ satisfaction with services of the warehouse;

· others as the Exchange deems necessary.

Article 24
The Designated Warehouse shall be responsible for any losses arising from its fault that make the holder of the standard warrants unable to exercise, wholly or partially, any rights granted by the standard warrants.

Chapter 6
Miscellaneous

Article 25
Any violations of these Designated Delivery Warehouse Rules shall be subject to the sanctions as provided in the Enforcement Rules of the Shanghai Futures Exchange.

Article 26
The Exchange reserves the right to interpret these Designated Delivery Warehouse Rules.

Article 27
These Designated Delivery Warehouse Rules are effective as of June 19,2020.
