Appendix 6
Changes to the Trading Rules of the Shanghai International Energy Exchange
Note: words in red and bold are newly added and those with double strikethrough are deleted.
	Consultation draft dated October, 2020
	Version on June 10, 2020

	Chapter 10
Hedge Trading and Arbitrage Trading of Copper Cathode Futures Contracts
	

	Article 77 With respect to hedging and arbitrage trading positions in a copper cathode futures contract, the regular months are the period from the listing day of the contract to the last trading day of the second month prior to the delivery month; the nearby delivery months are the month prior to the delivery month and the delivery month.
	

	Article 78 The application for hedging quota for regular months of a copper cathode futures contract shall be submitted between the listing day of the contract and the last trading day of the second month prior to the delivery month of the contract. Late application will not be accepted.

The application for hedging quota for nearby delivery months of a copper cathode futures contract shall be submitted between the first trading day of the third month prior to the delivery month of the contract and the last trading day of the month prior to the delivery month of the contract. The application for arbitrage quota for nearby delivery months of a copper cathode futures contract shall be submitted between the first trading day of the second month prior to the delivery month of the contract and the last trading day of the month prior to the delivery month of the contract. Late application will not be accepted.
	

	Article 79 The hedging quota for nearby delivery months of a copper cathode futures contract may be repeatedly used in the month prior to the delivery month, but cannot be repeatedly used from the first trading day of the delivery month.
	


Changes to the Delivery Rules of the Shanghai International Energy Exchange
Note: words in red and bold are newly added and those with double strikethrough are deleted.
	Consultation draft dated October [2020]
	Version on June 10, 2020

	Article 9 The grades and quality specifications shall be set forth in the futures contract.
	Article 9 The quality specifications shall be set forth in the futures contract.

	Article 18 The final settlement price of a futures contract is the benchmark price for the delivery of such futures contract, and shall follow the specific provisions regarding the listed futures contract in these Delivery Rules.
At the time of delivery settlement, the buyer and the seller shall calculate payment based on the final settlement price of the futures contract, and add premiums or discounts determined by the Exchange based on different grades, or quality specifications, qualityies, places of production, delivery venues, etc. of the delivery commodities.
	Article 18 The final settlement price of a futures contract is the benchmark price for the delivery of such futures contract, and shall follow the specific provisions regarding the listed futures contract in these Delivery Rules.
At the time of delivery settlement, the buyer and the seller shall calculate payment based on the final settlement price of the futures contract, and add premiums or discounts determined by the Exchange based on different grades, qualities, places of production, delivery venues, etc. of the delivery commodities.

	Article 103 Once a standard warrant is created in the Standard Warrant Management System, it will exist electronically and include the following items: 

1. The (full) name of owner; 

2. The product name, quantity, and quality, or grade of the commodities; 

3. The storage venues; 

4. The storage fees; 

5. The amount and period of insurance, and the name of the insurer, if the stored commodities are insured; 

6. The issuer of the warrant and the date of issuance; 

7. Other information the standard warrants shall record.
	Article 103 Once a standard warrant is created in the Standard Warrant Management System, it will exist electronically and include the following items: 

1. The (full) name of owner; 

2. The product name, quantity and quality of the commodities; 

3. The storage venues; 

4. The storage fees; 

5. The amount and period of insurance, and the name of the insurer, if the stored commodities are insured;

6. The issuer of the warrant and the date of issuance; 

7. Other information the standard warrants shall record.

	Article 131 The Exchange may implement commodity registration management on the delivery commodities. If a futures contract of the listed products is subject to commodity registration management, the commodities used for the physical delivery shall be approved for registration by the Exchange or approved for registration by other trading venues permitted by the Exchange. The registered commodities approved by the Exchange for exemption from inspection may be exempted from quality inspection at the delivery.
	Article 131 The Exchange may implement commodity registration management on the delivery commodities. If a futures contract of the listed products is subject to commodity registration management, the commodities used for the physical delivery shall be approved for registration by the Exchange. The registered commodities approved by the Exchange for exemption from inspection may be exempted from quality inspection at the delivery.

	Article 133 The following materials shall be provided for commodity registration (the specific materials are separately prescribed in the provisions regarding the listed futures contract in these Delivery Rules): 
1. An application letter for registration and an undertaking letter that both have been signed with validity; 

2.The documents proving the establishment of the company, including the business license, organization code certificate, tax registration certificate, business registration certificate, etc.; 

3. The corporate shareholders and ownership structure, the corporate structure and its branches; 

4. The commodity registration forms; 

5. The documents proving the quality of the commodities; 

6. The accreditation documents for quality, environment, security, etc.;
7. The documents proving the major production equipment and facilities of the enterprise meet the requirements; 

8. The latest audited annual financial report; 

9. The recommendation letters for the commodity registration from more than one (1) Members or OSPs of the Exchange. The recommenders shall be responsible for the accuracy and completeness of the application materials, as well as the qualification, credit, production capacity, etc. of the applicant; 

10. Other documents required by the Exchange.
If the commodities for registration have registered trademarks, the certificates of trademark registration shall also be provided.
	Article 133 The following materials shall be provided for commodity registration: 

1. An application letter for registration and an undertaking letter that both have been signed with validity; 

2.The documents proving the establishment of the company, including the business license, organization code certificate, tax registration certificate, business registration certificate, etc.; 

3. The corporate shareholders and ownership structure, the corporate structure and its branches; 

4. The commodity registration forms; 

5. The documents proving the quality of the commodities; 

6. The accreditation documents for quality, environment, security, etc.;

7. The documents proving the major production equipment and facilities of the enterprise meet the requirements; 

8. The latest audited annual financial report; 

9. The recommendation letters for the commodity registration from more than one (1) Members or OSPs of the Exchange. The recommenders shall be responsible for the accuracy and completeness of the application materials, as well as the qualification, credit, production capacity, etc. of the applicant; 

10. Other documents required by the Exchange.
If the commodities for registration have registered trademarks, the certificates of trademark registration shall also be provided.

	Article 134 The procedure of registration is as follows (the specific procedures are prescribed in the provisions regarding the listed futures contract in these Delivery Rules):
1. Pre-review 

The Exchange pre-reviews the written materials provided by the enterprises applying for commodity registration. The applicants shall pass the pre-review in order to enter the next stage of registration. 

2. Quality supervision and inspection 

The Exchange shall designate inspection agencies and relevant personnel to conduct the quality supervision and inspection on the domestic and foreign commodities according to the relevant provisions of the State and the Exchange. 

3. Approval of registration

The Exchange shall determine whether to approve the commodity registration based on the application materials, the quality supervision and inspection of the commodities, etc. If the registration is approved, the Exchange shall publicly announce the registration.
	Article 134 The procedure of registration is as follows: 

1. Pre-review 

The Exchange pre-reviews the written materials provided by the enterprises applying for commodity registration. The applicants shall pass the pre-review in order to enter the next stage of registration. 

2. Quality supervision and inspection 

The Exchange shall designate inspection agencies and relevant personnel to conduct the quality supervision and inspection on the domestic and foreign commodities according to the relevant provisions of the State and the Exchange. 

3. Approval of registration

The Exchange shall determine whether to approve the commodity registration based on the application materials, the quality supervision and inspection of the commodities, etc. If the registration is approved, the Exchange shall publicly announce the registration.

	Article 135 The applicants for the commodity registration shall pay the following fees:
1. The commodity registration fee, for each brand is RMB one hundred thousand (¥100,000);

2. The commodity inspection fee, and other fees. Specific fee standards are separately prescribed in the provisions regarding the listed futures contract in these Delivery Rules for each manufacturer is RMB fifty thousand (¥50,000).

The Exchange may adjust the relevant fee standards based on the actual situations. The registration fee shall be paid before the approval of registration.
	Article 135 The applicants for the commodity registration shall pay the following fees:

1. The commodity registration fee for each brand is RMB one hundred thousand (¥100,000);

2. The commodity inspection fee for each manufacturer is RMB fifty thousand (¥50,000).

The Exchange may adjust the relevant fee standards based on the actual situations. The registration fee shall be paid before the approval of registration.

	Article 136 The Exchange performs routine checks and annual inspections over the registered commodities. 

1. The Exchange selectively conducts quality checks at any time over the delivery commodities stored in each Designated Delivery Storage Facility. 

2. The Exchange may authorizes the Designated Inspection Agencies to conduct an annual quality inspection over the selected registered commodities Before the end of the first quarter each year, and may, as appropriate, require each enterprise with registered commodities to shall provide the annual inspection reports on registered commodities. of the enterprise in the previous year to the Exchange, covering its continuous operations, the major changes in production and operations, and other information.
The fees for the routine checks and annual inspections shall be borne by the Exchange. The Exchange may issue the notice for rectification to the enterprises with registered commodities according to the results of the routine checks and annual inspections.
	Article 136 The Exchange performs routine checks and annual inspections over the registered commodities. 

1. The Exchange selectively conducts quality checks at any time over the delivery commodities stored in each Designated Delivery Storage Facility. 

2. The Exchange authorizes the Designated Inspection Agencies to conduct an annual quality inspection over the selected registered commodities. Before the end of the first quarter each year, each enterprise with registered commodities shall provide the annual inspection reports of the enterprise in the previous year to the Exchange, covering its continuous operations, the major changes in production and operations, and other information. 

The fees for the routine checks and annual inspections shall be borne by the Exchange. The Exchange may issue the notice for rectification to the enterprises with registered commodities according to the results of the routine checks and annual inspections.

	Article 137 If any of the following circumstances occurs to any registered commodities, their manufacturer shall apply to the Exchange for filing changes of the registered information for record:

1. Division, merger, change of name, or change of organizational structure of the manufacturer;

2. Change of the dimension, ingot shape, packaging, or stacking method of the commodities; 

3. Significant changes of the identifiers of the commodities.

The Exchange may, based on its business needs, inspect the registered commodities.
	

	Article 1387 Enterprises with registered commodities shall submit an application to the Exchange to give up its registration qualification, and the application shall be reviewed and approved by the Exchange. 

If any of the following circumstances occurs to the registered commodities, the Exchange may, based on the situation, take such actions as issuing a warning or reprimand, or suspending or revokinge the registration: 

1. Division, merger, change of name, or change of organizational structure of the manufacturers of the registered commodities; 
12. Transfer of the registered trademark of the commodity or dispute over the trademark ownership; 

23. Dissolution or bankruptcy of the manufacturers of the registered commodities; 

34. The quality of the registered commodities still fails to meet standards after the rectification, in case the registered commodities fail the routine checks or annual inspections; 

45. More than two cases of complaints in the last year about the failure to pass inspections which have been verified by the Exchange;

56. The manufacturer poorly performs in production and operation, or its annual outputs do not meet the requirements prescribed by these Delivery Rules, and no explanation has been made to the Exchange; 

67. The manufacturer of the registered commodities does not report the major changes in the production or operation to the Exchange according to the relevant provisions; 

78. Other circumstances determined by the Exchange. 

When the first or the second circumstance mentioned above occurs, the commodities shall be re-registered.
	Article 137 Enterprises with registered commodities shall submit an application to the Exchange to give up its registration qualification, and the application shall be reviewed and approved by the Exchange. 

If any of the following circumstances occurs to the registered commodities, the Exchange may suspend or revoke the registration: 

1. Division, merger, change of name, or change of organizational structure of the manufacturers of the registered commodities; 

2. Transfer of the registered trademark of the commodity; 

3. Dissolution or bankruptcy of the manufacturers of the registered commodities; 

4. The quality of the registered commodities still fails to meet standards after the rectification, in case the registered commodities fail the routine checks or annual inspections; 

5. More than two cases of complaints in the last year about the failure to pass inspections which have been verified by the Exchange;

6. The manufacturer poorly performs in production and operation, or its annual outputs do not meet the requirements prescribed by these Delivery Rules, and no explanation has been made to the Exchange; 

7. The manufacturer of the registered commodities does not report the major changes in the production or operation to the Exchange according to the relevant provisions; 

8. Other circumstances determined by the Exchange. 

When the first or the second circumstance mentioned above occurs, the commodities shall be re-registered.

	Article 185 The applicants for the TSR 20 registration shall pay the following fees:

1. The commodity registration fee for each brand is RMB one hundred thousand (¥100,000); 

2. The commodity inspection fee for each manufacturer is RMB fifty thousand (¥50,000).
	

	Article 186 The Exchange shall pay the fees for routine checks and annual inspections over the registered commodity of TSR 20.
	

	Chapter 13
Delivery of Copper Cathode Futures Contract
	

	Article 199 The copper cathode futures contract adopts physical delivery, bonded delivery, and warehouse delivery. 
	

	Article 200 The delivery unit of a copper cathode futures contract is twenty-five (25) metric tons. Delivery shall be made in the integral multiple(s) of the delivery unit.
	

	Article 201 Deliverable grades for copper cathode are specified in the Copper Cathode Futures Contract of the Shanghai International Energy Exchange.
	

	Article 202 The copper cathode for delivery is subject to commodity registration. Relevant registration management provisions will be separately announced by the Exchange. 

Copper cathode to be delivered on the Exchange shall be of a brand registered with the Exchange or registered with the Shanghai Futures Exchange and approved by the Exchange.
	

	Article 203 Designated Delivery Storage Facilities for copper cathode shall be managed in accordance with Chapter 7 of these Delivery Rules excluding the provisions of Articles 68.7, 69.2, 69.4, 79.8, 80, 85, 87, 90, 91, 92, 93, and 94 thereunder regarding such matters as terminal facilities, ports, pipelines, measuring instruments, qualification requirements of metrology personnel, transport losses, quality inspection, load-out, payment of storage fees, deposit for load-in, and commercial insurance which are not applicable to the Designated Delivery Storage Facilities for copper cathode.
	

	Article 204 Copper cathode shall be loaded in according to Chapter 4 of these Delivery Rules excluding the provisions in Article 36, Article 38, paragraphs 2 and 3 of Article 39, Article 40.1 (The load-in quality inspection), and paragraph 3 of Article 44 which are not applicable to the load-in of copper cathode.
	

	Article 205 For copper cathode, the load-in application shall specify the product, grade (designation), trademark, quantity, name of the owner, proposed load-in date, and the intended Designated Delivery Storage Facility.

At time of creation of bonded standard warrants during load-in, the following documents shall be submitted to the Exchange for verification: certificate of quality, certificate of origin, the (original) inspection certificate issued by a Designated Inspection Agency, customs import and export documents (such as customs declaration for exports and import goods manifest), and other relevant documents. If there has been any adjustment to relevant national policies, the revised policies shall prevail. Under such circumstance, the Exchange will separately announce the new requirements for the documents of imported and exported commodity.
	

	Article 206 Copper cathodes underlying each bonded standard warrant shall consist of products of the same manufacturer, registered trademark, quality grade, and shape, and secured into bundles of similar weight. The manufacturer may decide the weight of each bundle, provided that the bundles can be readily combined into a lot or delivery unit. Copper cathodes shall be tightened into bundles with rust-resistant steel straps applied in a dual-line grid (#) pattern, or with other methods of comparable strength using steel straps. The strapping shall be reliable and each bundle shall bear a prominent and secure product and bundle weight label. Each bundle may not exceed four (4) metric tons.

If the products arrive at the warehouse with broken steel straps, severely rusted or corroded bundling materials, or loose bundles, the products shall be repackaged and securely tightened with the specified steel straps before they are delivered. All repackaging costs are borne by the owner.
	

	Article 207 Each bonded standard warrant corresponds to twenty-five (25) metric tons of copper cathode; maximum tolerance is ±2% and maximum pound difference is ±0.1%.
	

	Article 208 A load-in inspection shall be conducted in accordance with the Copper Cathode (Futures) Inspection Rules.
The Designated Delivery Storage Facility shall cooperate with the Designated Inspection Agency in the inspection and shall verify the quality (weight) of the copper cathode at load-in and load-out. 

The quality inspection shall be subject to the quality inspection report issued by the Designated Inspection Agency; and a bonded standard warrant may only be issued if the report indicates that the copper cathode meets the quality standards of the Exchange.
	

	Article 209 An owner shall complete the load-in within thirty (30) days after the Exchange approves its load-in application.
	

	Article 210 After a physical delivery is completed, if the buyer disputes the quality or quantity of the product delivered (any copper cathodes in dispute shall remain in the Designated Delivery Storage Facility), the buyer shall submit a written objection to the Exchange on or before the 15th day of the month following the delivery month (in case that day falls on a public holiday or weekend, the date is postponed to the first business day thereafter), accompanied by the quality inspection report issued by a Designated Inspection Agency. If no objection is submitted by this day, the buyer is considered as having no objection over the delivered product and no further submission will be accepted.
	

	Article 211 The final settlement price of a copper cathode contract is the benchmark price for the delivery settlement of the contract and is equal to the settlement price of the contract on the last trading day. At delivery settlement, the buyer and the seller shall settle based on this final settlement price as further adjusted by the premiums or discounts of the delivery.

1. The bonded final settlement price is the basis for calculating and assessing the dutiable value of copper cathodes at customs declaration by the holder of a copper cathode bonded standard warrant. The formula for the bonded final settlement price of an expired contract is:

Bonded final settlement price = final settlement price.

2. When a bonded standard warrant is used in an exchange of futures for physicals (EFP), the formula for the EFP bonded final settlement price is:

EFP bonded final settlement price = settlement price of the trading day before the EFP application day of the first-nearby month contract.
	

	Article 212 The delivery payment for bonded standard warrants of copper cathode is calculated as:

Payment for delivery against expired contracts = (bonded final settlement price + delivery premiums and discounts) × delivery quantity

Payment for EFP delivery = (EFP bonded final settlement price + delivery premiums and discounts) × delivery quantity

Tax invoice requirements and management with respect to copper cathode futures contracts will be separately announced by the Exchange. Tax invoice-related processes are governed by Chapter 2 of these Delivery Rules.
	

	Article 213 The buyer and seller involved in a physical delivery need to each pay a delivery fee at the rate of RMB two (2) yuan/metric ton to the Exchange.
	

	Article 214 The delivery venues are the Designated Delivery Storage Facilities announced separately by the Exchange.
	


Changes to the Risk Management Rules of the Shanghai International Energy Exchange
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	Consultation draft dated October [2020]
	Version on June 10, 2020

	Article 9 For a futures contract:

1.
when the price variation in aggregate (denoted as N) reaches twelve percent (12%) or more for three (3) consecutive trading days (denoted as D1-D3);

2.
when the price variation in aggregate (denoted as N) reaches fourteen percent (14%) or more for four (4) consecutive trading days (denoted as D1-D4); 

3.
when the price variation in aggregate (denoted as N) reaches sixteen percent (16%) or more for five (5) consecutive trading days (denoted as D1-D5),

The Exchange may, in its sole discretion, exercise the following one or more measures and inform the CSRC prior to the implementation:

1.
require additional trading margin from a part of or all of the Members and/or OSPs on either or both of the long or short position, at the same or different rates of trading margin;

2.
limit the withdrawal of funds by a part of or all the Members;

3.
suspend the opening of new positions for a part of or all of the Members and/or the OSPs;

4.
adjust the price limit, but not to be over twenty percent (20%) up or down;

5.
order the liquidation of positions by a prescribed deadline;

6.
exercise forced position liquidation; and/or

7.
other measures the Exchange deems necessary.

[image: image1.png]N is calculated using the following formula:
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Relevant detailed provisions, if any, in the risk control parameters section of these Risk Management Rules shall apply.
	Article 9 For a futures contract:

1.
when the price variation in aggregate (denoted as N) reaches twelve percent (12%) or more for three (3) consecutive trading days (denoted as D1-D3);

2.
when the price variation in aggregate (denoted as N) reaches fourteen percent (14%) or more for four (4) consecutive trading days (denoted as D1-D4); 

3.
when the price variation in aggregate (denoted as N) reaches sixteen percent (16%) or more for five (5) consecutive trading days (denoted as D1-D5),

The Exchange may, in its sole discretion, exercise the following one or more measures and inform the CSRC prior to the implementation:

1.
require additional trading margin from a part of or all of the Members and/or OSPs on either or both of the long or short position, at the same or different rates of trading margin;

2.
limit the withdrawal of funds by a part of or all the Members;

3.
suspend the opening of new positions for a part of or all of the Members and/or the OSPs;

4.
adjust the price limit, but not to be over twenty percent (20%) up or down;

5.
order the liquidation of positions by a prescribed deadline;

6.
exercise forced position liquidation; and/or

7.
other measures the Exchange deems necessary.
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	Article 22 If the Exchange announces that an abnormal circumstance occurs and exercises forced position reduction, it shall specify the Forced Position Reduction Base Date and relevant contracts. Forced Position Reduction Base Date is the most recent trading day that a Limit-locked market occurs and forced position reduction is exercised.

When The Exchange exercises the forced position reduction, the Exchange shall automatically match all existing unfilled orders that are placed at the limit price by the close of Forced Position Reduction Base Date with the open interests held by each trader (trader here refers to a Client, a Non-Futures Firm Member (the “Non-FF Member”), or an Overseas Special Non-Brokerage Participant (the “OSNBP”)), who incurs gains on his/her net positions, on a pro rata basis in proportion to the positions of the contract and at the limit price of Forced Position Reduction Base Date. If that trader holds both long and short positions, these positions shall be matched and settled before being matched with the remaining orders in the above ways. The procedure is as follows:

1.
Determination of the “amount of the orders to be filled”:

The term “amount of orders to be filled” means the total amount of all the existing unfilled orders placed at the limit price into the central order book before the market close of Forced Position Reduction Base Date by each trader, who has incurred average losses on net positions in the futures contract of no less than eight percent (8%) of the daily settlement price on Forced Position Reduction Base Date. Traders unwilling to be subjected to this method may cancel the orders before the close of the market to avoid having the orders filled; cancelled orders will no longer be regarded as the orders to be filled.
2.
Calculation of each trader’s average gains or losses on net positions:

sum of trader’s net gains and losses on the contract (yuan)
Trader’s average net gains or losses on the contract = 

trader’s net positions on the contract (measuring unit)
A trader’s net position gains or losses on the affected futures contract shall equal the sum of the differences between the daily settlement price on the current day, and a series of historical transaction prices found by tracing backward in the system, where the cumulative amount of the historical transaction positions matches the amount of net positions held by the trader at the market close of the current day. Meanwhile, the unit of measurement for each futures contract is specified in the contract.

3.
The positions eligible to fill the orders:

The positions eligible to fill the orders include the trader’s general positions and arbitrage positions with average gains on net position based on the formula in the Article 22-2, and the trader’s hedging positions with average gains on net positions of no less than eight percent (8%) of the settlement price of Forced Position Reduction Base Date.

4.
Principles for the orders to be filled:

Subject to Article 22-3, the unfilled orders shall be filled in the following orders (four layers) based on the amount of gains and whether such positions are general, arbitrage, or hedging:

Firstly, unfilled orders shall be filled with the general and arbitrage positions eligible to fill the unfilled orders of any trader with average gains on net positions of no less than eight percent (8%) of the settlement price on Forced Position Reduction Base Date for the contract (hereinafter referred to as “general and arbitrage positions with net position gains of over eight percent (8%)”).

Secondly, remaining unfilled orders after the first round of filling described in the above paragraph shall be filled with the general positions and arbitrage positions eligible to fill the unfilled orders of any trader with average gains on net positions of no less than four percent (4%) but no more than eight percent (8%) of the settlement price on Forced Position Reduction Base Date for the contract (hereinafter referred to as “general and arbitrage positions with net position gains of over four percent (4%)”).

Thirdly, remaining unfilled orders after the previous two rounds of fillings shall be filled with the general and arbitrage positions eligible to fill the unfilled orders of any trader with average gains on net positions of no more than four percent (4%) of the settlement price on Forced Position Reduction Base Date for the contract (hereinafter referred to as “general and arbitrage positions with net position gains of less than four percent (4%)”).

At last, remaining unfilled orders after the previous three rounds of fillings shall be filled with the hedging position eligible to fill the unfilled orders of any trader with gains over eight percent (8%) of the settlement price on Forced Position Reduction Base Date for the contract (hereinafter referred to as “hedging positions with net position gains of over eight percent (8%)”).

In each layer, the order fill shall be made pro rata to the amount of position available to fill the unfilled orders, compared to the amount of the unfilled orders, or the remaining unfilled orders.

5.
Methods and procedures for the pro rata order fill of unfilled orders (please see Appendix for illustration):

If the amount of the general and arbitrage positions with net position gains of over eight percent (8%) is greater than or equal to that of the unfilled orders, the unfilled orders shall be filled in proportion to the amount of the general and arbitrage positions with net position gains of over eight percent (8%).

If the amount of the general and arbitrage positions with net position gains of over eight percent (8%) is smaller than that of the unfilled orders, the general and arbitrage positions with net position gains of over eight percent (8%) shall be filled in proportion to the amount of the unfilled orders. The remaining unfilled orders, if any, shall be filled with the general and arbitrage positions with net position gains of over four percent (4%) in the same method as the foregoing, and if there are still unfilled orders remaining, the outstanding unfilled orders shall be filled to the general and arbitrage positions with net position gains of less than four percent (4%), and to the hedging positions with net position gains of over eight percent (8%). Unfilled orders that eventually remain after all the order fills described above, if any, shall not be filled.

6.
Decimals of the unfilled orders:

Positions are filled to the unfilled orders posted to the central order book under each trading code. In the first step, the integral portion of the total size of unfilled orders posted under each trading code shall be filled. In the second step, the remaining unfilled portion, i.e. the portion in decimal number posted under each trading code, shall be filled according to the ranking of the decimals from the highest to the lowest with each trading code being filled with one (1) lot, except that if there are two or more traders with equal decimals that could be included in the fill, such fill shall be done on a random basis if there are no enough positions to fill the orders.

If market risk is mitigated after forced position reduction is implemented, the price limit and the margin rate shall return to their regular levels on the next Trading Day; otherwise, the Exchange shall resort to further risk management measures.

Financial losses incurred as a result of the implementation of forced position reduction shall be borne by the Members, OSPs, Overseas Intermediaries and Clients.
Relevant detailed provisions, if any, in the risk control parameters section of these Risk Management Rules shall apply.
	Article 22 If the Exchange announces that an abnormal circumstance occurs and exercises forced position reduction, it shall specify the Forced Position Reduction Base Date and relevant contracts. Forced Position Reduction Base Date is the most recent trading day that a Limit-locked market occurs and forced position reduction is exercised.

When The Exchange exercises the forced position reduction, the Exchange shall automatically match all existing unfilled orders that are placed at the limit price by the close of Forced Position Reduction Base Date with the open interests held by each trader (trader here refers to a Client, a Non-Futures Firm Member (the “Non-FF Member”), or an Overseas Special Non-Brokerage Participant (the “OSNBP”)), who incurs gains on his/her net positions, on a pro rata basis in proportion to the positions of the contract and at the limit price of Forced Position Reduction Base Date. If that trader holds both long and short positions, these positions shall be matched and settled before being matched with the remaining orders in the above ways. The procedure is as follows:

1.
Determination of the “amount of the orders to be filled”:

The term “amount of orders to be filled” means the total amount of all the existing unfilled orders placed at the limit price into the central order book before the market close of Forced Position Reduction Base Date by each trader, who has incurred average losses on net positions in the futures contract of no less than eight percent (8%) of the daily settlement price on Forced Position Reduction Base Date. Traders unwilling to be subjected to this method may cancel the orders before the close of the market to avoid having the orders filled; cancelled orders will no longer be regarded as the orders to be filled.
2.
Calculation of each trader’s average gains or losses on net positions:

sum of trader’s net gains and losses on the contract (yuan)
Trader’s average net gains or losses on the contract = 

trader’s net positions on the contract (measuring unit)
A trader’s net position gains or losses on the affected futures contract shall equal the sum of the differences between the daily settlement price on the current day, and a series of historical transaction prices found by tracing backward in the system, where the cumulative amount of the historical transaction positions matches the amount of net positions held by the trader at the market close of the current day. Meanwhile, the unit of measurement for each futures contract is specified in the contract.

3.
The positions eligible to fill the orders:

The positions eligible to fill the orders include the trader’s general positions and arbitrage positions with average gains on net position based on the formula in the Article 22-2, and the trader’s hedging positions with average gains on net positions of no less than eight percent (8%) of the settlement price of Forced Position Reduction Base Date.

4.
Principles for the orders to be filled:

Subject to Article 22-3, the unfilled orders shall be filled in the following orders (four layers) based on the amount of gains and whether such positions are general, arbitrage, or hedging:

Firstly, unfilled orders shall be filled with the general and arbitrage positions eligible to fill the unfilled orders of any trader with average gains on net positions of no less than eight percent (8%) of the settlement price on Forced Position Reduction Base Date for the contract (hereinafter referred to as “general and arbitrage positions with net position gains of over eight percent (8%)”).

Secondly, remaining unfilled orders after the first round of filling described in the above paragraph shall be filled with the general positions and arbitrage positions eligible to fill the unfilled orders of any trader with average gains on net positions of no less than four percent (4%) but no more than eight percent (8%) of the settlement price on Forced Position Reduction Base Date for the contract (hereinafter referred to as “general and arbitrage positions with net position gains of over four percent (4%)”).

Thirdly, remaining unfilled orders after the previous two rounds of fillings shall be filled with the general and arbitrage positions eligible to fill the unfilled orders of any trader with average gains on net positions of no more than four percent (4%) of the settlement price on Forced Position Reduction Base Date for the contract (hereinafter referred to as “general and arbitrage positions with net position gains of less than four percent (4%)”).

At last, remaining unfilled orders after the previous three rounds of fillings shall be filled with the hedging position eligible to fill the unfilled orders of any trader with gains over eight percent (8%) of the settlement price on Forced Position Reduction Base Date for the contract (hereinafter referred to as “hedging positions with net position gains of over eight percent (8%)”).

In each layer, the order fill shall be made pro rata to the amount of position available to fill the unfilled orders, compared to the amount of the unfilled orders, or the remaining unfilled orders.

5.
Methods and procedures for the pro rata order fill of unfilled orders (please see Appendix for illustration):

If the amount of the general and arbitrage positions with net position gains of over eight percent (8%) is greater than or equal to that of the unfilled orders, the unfilled orders shall be filled in proportion to the amount of the general and arbitrage positions with net position gains of over eight percent (8%).

If the amount of the general and arbitrage positions with net position gains of over eight percent (8%) is smaller than that of the unfilled orders, the general and arbitrage positions with net position gains of over eight percent (8%) shall be filled in proportion to the amount of the unfilled orders. The remaining unfilled orders, if any, shall be filled with the general and arbitrage positions with net position gains of over four percent (4%) in the same method as the foregoing, and if there are still unfilled orders remaining, the outstanding unfilled orders shall be filled to the general and arbitrage positions with net position gains of less than four percent (4%), and to the hedging positions with net position gains of over eight percent (8%). Unfilled orders that eventually remain after all the order fills described above, if any, shall not be filled.

6.
Decimals of the unfilled orders:

Positions are filled to the unfilled orders posted to the central order book under each trading code. In the first step, the integral portion of the total size of unfilled orders posted under each trading code shall be filled. In the second step, the remaining unfilled portion, i.e. the portion in decimal number posted under each trading code, shall be filled according to the ranking of the decimals from the highest to the lowest with each trading code being filled with one (1) lot, except that if there are two or more traders with equal decimals that could be included in the fill, such fill shall be done on a random basis if there are no enough positions to fill the orders.

If market risk is mitigated after forced position reduction is implemented, the price limit and the margin rate shall return to their regular levels on the next Trading Day; otherwise, the Exchange shall resort to further risk management measures.

Financial losses incurred as a result of the implementation of forced position reduction shall be borne by the Members, OSPs, Overseas Intermediaries and Clients.

	Chapter 11
Risk Control Parameters for Copper Cathode Futures Contract
	

	Article 73 The minimum trading margin for a copper cathode futures contract is five percent (5%) of the contract value.
	

	Article 74 Trading margins for a copper cathode futures contract at different periods of trading from its listing to its last trading day are as follows:

Period of Trading

Minimum Trading Margin as Percentage of Contract Value

As of listing

5%

As of the first trading day of the first month prior to the delivery month

10%

As of the first trading day of the delivery month

15%

As of the second trading day prior to the last trading day

20%


	

	Article 75 A Member, an OSP, or a Client shall adjust its positions held in a copper cathode futures contract to multiples of five (5) lots before the market close on the last trading day of the first month prior to the delivery month (if such adjustment cannot be made before this deadline due to any particular market conditions, it may be postponed for one (1) trading day). During the delivery month, any positions held in a copper cathode futures contract shall be multiples of five (5) lots, so shall the positions newly opened or closed out.
	

	Article 76 Proportions and sizes of position limit for a copper cathode futures contract at different periods of trading are as follows:

From the Day of Listing to the First Trading Day of the Delivery Month 
From the Day of Listing to the Last Trading Day of the Second Month Prior to the Delivery Month

 From the First to Last Trading Day of the Month Prior to the Delivery Month

 From the First to Last Trading Day of the Delivery Month

Open Interest (lots)

Position limit proportion (%)
Open Interest (lots)

Position limit proportion (%) and position limit(lots)
Position Limit (lots)

Position Limit (lots)

FF Member, OSBP, Overseas, Intermediary

Non-FF Member, OSNBP

Client

Non-FF Member, OSNBP

Client

Non-FF Member, OSNBP

Client

Copper Cathode Futures

≥70,000 lots

25

≥70,000 lots

10

10

3,500

3,500

700

700

<70,000 lots

7,000

7,000

Note: The open interest and the position limits in the table are counted by either long or short positions.
	

	Article 77 If the cumulative price change (denoted as N) in a copper cathode futures contract reaches seven point five percent (7.5%) for three (3) consecutive trading days (denoted as D1-D3), or nine percent (9%) for four (4) consecutive trading days (denoted as D1-D4), or ten point five percent (10.5%) for five (5) consecutive trading days (denoted as D1-D5), the Exchange may, in view of market conditions, take one or a combination of the measures stated in Article 9 of these Risk Management Rules, and report to the CSRC in advance.
	

	Article 78 After the market closes on the third trading day prior to the last trading day of a copper cathode futures contract, positions held by individual Clients who are not capable of issuing or accepting invoices during delivery shall be closed out completely. From the second trading day prior to the last trading day on, the positions held by such Clients will be subject to forced position liquidation by the Exchange.
	

	Article 79 The Exchange will exercise the forced position reduction to a copper cathode futures contract according to Article 22 of these Risk Management Rules in the following procedures:

1.
Determination of the “amount of the orders to be filled”:

The term “amount of orders to be filled” means the total amount of all the existing unfilled orders placed at the limit price into the central order book before the market close of Forced Position Reduction Base Date by each trader, who has incurred average losses on net positions in the futures contract of no less than six percent (6%) of the daily settlement price on Forced Position Reduction Base Date. Traders unwilling to be subjected to this method may cancel the orders before the close of the market to avoid having the orders filled; cancelled orders will no longer be regarded as the orders to be filled.

2.
Calculation of each trader’s average gains or losses on net positions: 
sum of trader’s net gains and losses on the contract (yuan)
Trader’s average net gains or losses on the contract = 

trader’s net positions on the contract (measuring unit)
A trader’s net position gains or losses on the affected futures contract shall equal the sum of the differences between the daily settlement price on the current day, and a series of historical transaction prices found by tracing backward in the system, where the cumulative amount of the historical transaction positions matches the amount of net positions held by the trader at the market close of the current day. Meanwhile, the unit of measurement for each futures contract is specified in the contract.

3.
The positions eligible to fill the orders:

The positions eligible to fill the orders include the trader’s general positions and arbitrage positions with average gains on net position based on the formula in the Article 79-2, and the trader’s hedging positions with average gains on net positions of no less than six percent (6%) of the settlement price of Forced Position Reduction Base Date.

4.
Principles for the orders to be filled:

Subject to Article 79-3, the unfilled orders shall be filled in the following orders (four layers) based on the amount of gains and whether such positions are general, arbitrage, or hedging:

Firstly, unfilled orders shall be filled with the general and arbitrage positions eligible to fill the unfilled orders of any trader with average gains on net positions of no less than six percent (6%) of the settlement price on Forced Position Reduction Base Date for the contract (hereinafter referred to as “general and arbitrage positions with net position gains of over six percent (6%)”).

Secondly, remaining unfilled orders after the first round of filling described in the above paragraph shall be filled with the general positions and arbitrage positions eligible to fill the unfilled orders of any trader with average gains on net positions of no less than three percent (3%) but no more than six percent (6%) of the settlement price on Forced Position Reduction Base Date for the contract (hereinafter referred to as “general and arbitrage positions with net position gains of over three percent (3%)”).

Thirdly, remaining unfilled orders after the previous two rounds of fillings shall be filled with the general and arbitrage positions eligible to fill the unfilled orders of any trader with average gains on net positions of no more than three percent (3%) of the settlement price on Forced Position Reduction Base Date for the contract (hereinafter referred to as “general and arbitrage positions with net position gains of less than three percent (3%)”).

At last, remaining unfilled orders after the previous three rounds of fillings shall be filled with the hedging position eligible to fill the unfilled orders of any trader with gains over six percent (6%) of the settlement price on Forced Position Reduction Base Date for the contract (hereinafter referred to as “hedging positions with net position gains of over six percent (6%)”)..

In each layer, the order fill shall be made pro rata to the amount of position available to fill the unfilled orders, compared to the amount of the unfilled orders, or the remaining unfilled orders.

5.
Methods and procedures for the pro rata order fill of unfilled orders (please see Appendix for illustration):

If the amount of the general and arbitrage positions with net position gains of over six percent (6%) is greater than or equal to that of the unfilled orders, the unfilled orders shall be filled in proportion to the amount of the general and arbitrage positions with net position gains of over six percent (6%).

If the amount of the general and arbitrage positions with net position gains of over six percent (6%) is smaller than that of the unfilled orders, the general and arbitrage positions with net position gains of over six percent (6%) shall be filled in proportion to the amount of the unfilled orders. The remaining unfilled orders, if any, shall be filled with the general and arbitrage positions with net position gains of over three percent (3%) in the same method as the foregoing, and if there are still unfilled orders remaining, the outstanding unfilled orders shall be filled to the general and arbitrage positions with net position gains of less than three percent (3%), and to the hedging positions with net position gains of over six percent (6%). Unfilled orders that eventually remain after all the order fills described above, if any, shall not be filled.

6.
Decimals of the unfilled orders:

Positions are filled to the unfilled orders posted to the central order book under each trading code. In the first step, the integral portion of the total size of unfilled orders posted under each trading code shall be filled. In the second step, the remaining unfilled portion, i.e. the portion in decimal number posted under each trading code, shall be filled according to the ranking of the decimals from the highest to the lowest with each trading code being filled with one (1) lot, except that if there are two or more traders with equal decimals that could be included in the fill, such fill shall be done on a random basis if there are no enough positions to fill the orders.
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