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Measures for the Administration of Hedging Management of

Zhengzhou Commodity Exchange
(ZAMETR LG FLBEES: 2011F10A17H F &, H20114104 28
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(Approved after examination by the Fifth Council of Zhengzhou Commodity Exchange
on October 17, 2011 and implemented on October 28, 2011; revised on June 14, 2013 and
implemented on September 16, 2013; approved after examination on May 22, 2015 and

implemented since January 28, 2016)
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Chapter 1 General Provisions
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Article 1 These measures are formulated subject to Trading Rules of Zhengzhou
Commodity Exchange and relevant regulations for the purposes of fully developing
and regulating futures market for hedging facilitation.
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Avrticle 2 Hedge position quota is classified into ordinary hedge position quota (the
period starting from listing day to the 15th calendar day of the month before delivery
month) and approaching-delivery hedge position quota (the period starting from the
16th calendar day of the month before the delivery month to the last trading day of the
contract).
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Article 3 Brokerage members and non-brokerage members shall submit applications
electronically or in written form and relevant documents to Zhengzhou Commodity
Exchange (hereinafter referred to as ZCE).
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In case that brokerage members submit applications electronically, the brokerage
members shall submit relevant application materials to ZCE via member service
system according to application information provided by clients; non-brokerage
members shall submit relevant application materials to ZCE directly via member
service system. The hedging application materials for both clients and non-brokerage
members in written form shall be well kept by brokerage members for random check



by ZCE.
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Article 4 Clients and non-brokerage members who apply for hedging shall have
relevant business qualifications of the products involving hedging.
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Article 5 Members and clients who conduct hedging business in Zhengzhou
Commaodity Exchange shall conform to these measures.
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Chapter 2 Application and Approval of Ordinary Hedge Position

Quota
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Article 6 ZCE shall adopt approval policy for ordinary hedge position. Ordinary
hedge position is classified into ordinary long hedge position and ordinary short hedge
position.
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Article 7 Clients shall apply to their brokerage members for ordinary hedging. The
brokerage member shall review the applications first and then submit to ZCE;



non-brokerage member shall apply to ZCE directly.
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Article 8 Members or clients who apply for ordinary hedge position shall fill in ZCE
Ordinary Hedge Position Application (Approval) Form and submit the following
supporting documents to ZCE:
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(1) A copy of the duplicate of enterprise’s business license;
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(2) The enterprise's business performance in recent two years;
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(3) The hedging plan of the enterprise (including risk analysis, hedging goal, positions
expected to be delivered or liquidated);
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(4) Other documents required by ZCE.
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Article 9 The application for ordinary hedge position shall be submitted on the trading
day no later than the 5th calendar day of the month prior to delivery month of the
hedging contract. Overdue hedge position application shall not be accepted by ZCE.
Members and clients may apply for several contracts’ hedge positions of normal
months at one time.

Bk AN A ERRERCHZR HE, ZERTREENE, &
WRE AN o AL KSeHcE . BIORE R R 5 A g L P aE
Wil LA OL R SAEREAT %, e K — A B R ERFHE. —
Fie 3 A B I ORAEL RR @ AU AN I FL PR 03 10— B 4 5 S ORABUE WA A4 R o i ot
WA



Article 10 Receiving the applications for ordinary hedge position, ZCE shall verify
the qualification of relevant members and clients and determine the hedge position
quota based on whether the hedging products, trading position, trading volume, and
hedging time period match its business scale or not, historical business performance
and fund levels. The ordinary hedge position shall be no more than the application
amount in the supporting materials.
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Avrticle 11 Within 5 trading days upon receiving ordinary hedge application, ZCE shall
review and then handle the relevant documents according to the following
circumstances respectively:
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(1) Notify the applicants of approval if the applications meet hedging qualifications;
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(2) Notify the applicants of disapproval if the applications don’t meet hedging
qualifications;
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(3) Notify the applicants of supplying relevant supporting documents if the documents
are insufficient.
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Chapter 3 Application and Approval of Approaching-delivery Hedge

Position Quota
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Articlel2 ZCE shall adopt approval policy for approaching-delivery hedge position.
Approaching-delivery hedge position shall be classified into approaching-delivery
long hedge position and approaching-delivery short hedge position.
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Article 13 In case that clients apply to their brokerage members for hedging business
of the approaching-delivery months, the brokerage members shall review the
applications first and then submit to ZCE; non-brokerage members shall apply to ZCE
directly.
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Article 14 A member or a client who applies for approaching-delivery hedge position
shall fill in ZCE Approaching-delivery Hedge Position Application (Approval) Form
and submit the following supporting documents to ZCE:
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Required supporting documents for manufacturing enterprises:
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(1) Production plan of the last year;
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(2) For enterprise applying for short hedge, it shall provide the corresponding

warehouse warrants of no less than the applied amount or other certificates to prove
the ownership of underlying commodities (purchase/sales contracts or invoices);
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Required supporting documents for processing enterprises:
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(1) Production plan of the last year, and corresponding processing orders of no less
than the applied amount;
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(2) For enterprise applying for short hedge, it shall provide the corresponding
warehouse warrants of no less than the applied amount or other certificates to prove
the ownership of underlying commodities (purchase/sales contracts or invoices);
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(3) For enterprise applying for long hedge, it shall provide the corresponding purchase
and sales plans (contracts) of no less than the applied amount.
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Required supporting documents for trade companies and other enterprises:
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(1) For enterprise applying for short hedge, it shall provide the corresponding
warehouse warrants of no less than the applied amount or other certificates to prove
the ownership of underlying commodities (purchase/sales contracts or invoices);
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(2) For enterprise applying for long hedge, it shall provide the corresponding purchase
and sales plans (contracts) of no less than the applied amount.
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Besides all the documents required above, other supporting materials shall be
provided if ZCE considers it necessary.
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Article 15 Applications for approaching-delivery hedge position shall be submitted on



the trading day between the 20th calendar day two month prior to the delivery month
and the 5th calendar day one month prior to the delivery month. Overdue applications
shall not be accepted by ZCE.
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ZCE shall examine the applications within 5 trading days after application deadline
and process them according to the following circumstances:
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(1) Notify the applicants of approval if the applications meet hedging qualifications.
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(2) Notify the applicants of disapproval if the applications do not meet hedging
qualifications.
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(3) Notify the applicants of supplying relevant supporting documents if the documents
are insufficient.

FFoNs ISR (0 B IRRIHE QUL RS, 225 Fis i 2 5ok /-
(K52 5 MG RVECRE, BUSRA BRI X BB A oA 0L P (RS BIRS B
2 5 P S HE A MR D JSSIL R A 5, W JUIRAE 2 B A 1)
SRR QA . IS A ) TR 5 O BUE I SR B S 2
BRAECHEWTFE R BT B

Article 16 Receiving the applications for approaching-delivery hedge position, ZCE
shall determine the hedge position based on members’ or clients’ holding position and
volume, operation conditions of spot commodities, the overall positions of the
corresponding futures contracts, warehouse inventory of deliverable commodities in
designated warehouses and whether the futures and spot prices deviate from each
other or not. The approaching-delivery hedge position shall be no more than the
application amount in the supporting documents.
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All the approaching delivery hedging positions of the whole year shall be no more
than production capacity, production plan of the year or previous year, or the
operating volume of the previous year.
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Chapter 4 Hedging
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Article 17 Members or clients whose hedge positions are approved shall open the
hedge positions by executing trading orders directly or by confirming the historical
speculative positions.
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Article 18 Hedge position shall not be used repetitively since the first trading day in
delivery month (including the first trading day).
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Article 19 ZCE shall adopt preferential measures for the margins and trading fees of
hedging.
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Chapter 5 Supervision and Administration of Hedging
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Avrticle 20 ZCE shall supervise and administrate the usage of approved hedge position
quota of members or clients.
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Article 21 ZCE shall randomly supervise and examine the status of production and
management, credit positions and trading behaviors in spot and futures markets of
members and clients. Members and related clients shall assist and cooperate with
ZCE.
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ZCE shall be entitled to require the members or clients whose applications for hedge
positions have been approved to report their trading status in spot and futures market.
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Article 22 During the period of getting approval for hedge positions, members or
clients shall report to ZCE promptly when enterprises have significant changes. ZCE
shall be entitled to adjust hedge position limits of members or clients according to the
market situation and the operation of hedging business.
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Article 23 Members or clients shall submit an application in written form to ZCE if
they need to adjust the hedge positions.
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Article 24 ZCE shall have the authority to adopt certain measures such as
conversation reminding, written warning, adjusting or terminating the hedge positions,
restricting opening new position or liquidating within certain time, and forced
liquidation against the members who use approved hedge position quota or clients
who use approved hedging quota to frequently open and close positions, affect or
intend to affect the market prices.
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Avrticle 25 If the open interests are forced to be reduced by ZCE, speculative positions
shall be reduced before hedge positions.
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Article 26 In case that members or clients commit fraud or violate the provisions of
ZCE during their getting approval for hedging, ZCE shall be entitled to reject the
hedging applications of members or clients, adjust or cancel their hedge positions, and

then punish them in accordance with Measures for Punishment of Regulation
Violations of Zhengzhou Commodity Exchange.
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Supplementary Provisions
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Article 27 ZCE reserves the right to interpret these measures.
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Article 28 These measures shall enter into force as of January 28, 2016.
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(English version is for reference ONLY. Chinese version shall prevail if there is any
inconsistency.)



