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Measures for the Administration of Designated Factory Warehouse
of Zhengzhou Commodity Exchange
(AMB B MERLEEE2: 201268A6H F#Et, H20124512H3H i
A7)
(Approved after examination at the Fifth Council of Zhengzhou Commaodity Exchange on
August 6, 2012 and implemented since December 3, 2012)
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Chapter 1 General Provisions
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Article 1 These measures are formulated subject to Contract Law of the People's
Republic of China and Trading Rules of Zhengzhou Commodity Exchange and other
relevant regulations for the purposes of strengthening the management of designated
factory warehouse for commodity delivery by Zhengzhou Commodity Exchange
(hereinafter referred to as ZCE), regulating futures delivery activities and ensuring a
proper practice of futures delivery in ZCE.
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Article 2 The designated factory warehouse for commodity delivery (hereinafter
referred to as factory) shall refer to an enterprise as a legal person appointed by ZCE,
which engages in specified commodity production or trade business and provides
goods and relevant services for physical delivery of the commodity futures contracts.
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Article 3 ZCE shall manage the factory in accordance with these measures. The
factory and their working staff shall comply with these measures.
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Chapter 2 Application and Approval
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Avrticle 4 The factory applying for becoming a designated factory warehouse shall
meet the following requirements:
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(1) Business license issued by the State Administration of Industry and Commerce
shall clearly state the production or trade business of related commodity;
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(2) Net assets and registered capital shall reach the amount required by ZCE;
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(3) Production or trade volume shall reach the amount required by ZCE;
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(4) It shall be in good financial status and have strong anti-risk capability;
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(5) It shall have good commercial reputation, matured regulations and no record of
severe violation of laws;
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(6) It shall accept and abide by ZCE’s bylaws, trading rules, detailed rules for delivery,
etc.;
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(7) 1t shall meet requirements of safekeeping the commodities used for delivery; it
shall be possessed of such storage yard and storehouse that are of certain scale,
qualified to store ZCE’s listed product, equipped with sound and adequate facilities



and standardized measuring systems satisfying specified requirements;
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(8) It shall have related systems to manage and exam corresponding commodities
used for delivery;
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(9) It shall have convenient transportation, strong abilities for loading, unloading and
dispatch;
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(10) Other materials required by ZCE.
Bk WERNON) RN IR BT SRR

Article 5 The factory applying for the designated factory warehouse shall provide the
following materials:
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(1) Application form;
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(2) Copy of business license issued by the State Administration of Industry and
Commerce;
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(3) Audit reports in the last two years issued by a registered accounting firm or annual
financial report issued by relevant departments recognized by ZCE ;
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(4) Letter of Approval for applying for being designated warehouse issued by the
applicant’s superior departments or by its Board of Directors;
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(5) Guarantee documents required by ZCE;
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(6) The annual and monthly production or trade volume in the last three years and
monthly quantity departing from factory;
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(7) The product quality, sales orientation and quantity in the past three years;
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(8) Enterprises working on rental places which have been approved by ZCE shall
provide lease contract (agreement) signed with the owners of the places;
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(9) The management rules and regulations that are related to enterprise production,
inspection, the departure of commodity from factory, etc.;
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(10) The enterprise’s usage of bank guarantee in the last three years;
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(11) Other materials required by ZCE;
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ZCE could adjust the requirements of materials provided by the factory according to
specific situation.
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Article 6 Procedures of ZCE for the approval of the factory:
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(1) Pre-exam on the application based on materials listed in the preceding article;
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(2) Make field inspection and evaluation in accordance with the result of the



pre-examination;
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(3) Select factories with good results according to on-site investigation and evaluation,
and sign factory warehouse agreement
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Article 7 The factory shall conduct the following procedures upon the receipt of
ZCE's approval:
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(1) The seals for applying for standard warrant registration shall be filed at ZCE;
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(2) Appoint a person to take charge of futures delivery business; set up a department
for delivery operations; appoint specific personnel to handle standard warrants and

file the certificate of authorization and authorized working staff signature to ZCE for
the record,;
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(3) Pay the delivery guarantee deposit;
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(4) Formulate operating regulations or detailed principles in line with ZCE’s
requirements according to these measures;
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(5) Administrator who is in charge of the factory management shall attend the
delivery business training courses held by ZCE;
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(6) Other matters regulated by ZCE.
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Article 8 Factories that surrender their qualifications of being designated delivery
factories shall submit application letters to ZCE and have ZCE’s written approval.
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Article 9 Factories who give up qualification upon ZCE’s approval or whose
qualification is terminated shall perform the following procedures in accordance with
the requirements of ZCE:
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(1) All registered warrants have been deregistered and goods have been dispatched:;
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(2) Settle all debts and liabilities with ZCE;
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(3) Settle debts and liabilities with members and clients;
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When the above items are completed and confirmed by ZCE without objection, the
factory shall settle delivery guarantee deposit according to ZCE’s regulations.
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Article 10 As to the confirmation, cancellation or surrender of the factory
qualification, ZCE shall notify members and factories in time.
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Chapter 3 Rights and Obligations
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Article 11 Rights of the factory:
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(1) The right to apply to ZCE for standard warrants registration according to ZCE’s
regulations;
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(2) The right to charge relevant fees according to fees items, standards and methods
approved by ZCE;
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(3) The right to give suggestions on regulations of commodity delivery made by ZCE;
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(4) The right to designate delivery point upon the approval of ZCE;
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(5) Other rights in Detailed Rules for Futures Delivery of Zhengzhou Commodity
Exchange and the designated factory warehouse agreements.
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Article 12 Obligations of the factory:

() JEF 2 5 T W B A8 S0 AR HE B LV BRI b HABAT RBUE , #2238 5
P, SN A2 5 B iR AT R L s

(1) The factory shall comply with Detailed Rules for Futures Delivery of Zhengzhou
Commaodity Exchange and Measures for the Administration of Standard Warrants and
other relevant regulations formulated by ZCE, accept ZCE’s supervision and
management, and provide relevant information to ZCE in time;
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(2) Provide commodities used for delivery according to the requirements of standard
warrants and business rules of ZCE, and actively assist commodities owners to



arrange dispatch;
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(3) Take the full responsibility for the quality and quantity of the goods;
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(4) Keep the commercial confidential information related to commodity delivery;
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(5) Accept annual audit organized by ZCE;
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(6) Pay guarantee deposit for delivery;
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(7) Cooperate with and supervise designated institutions for quality check and
sampling;
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(8) Supervise and manage the delivery business of the delivery point and take full
responsibility for the delivery behaviors of the designated delivery point;
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(9) Factory shall guarantee that the commodities used for delivery have the priority to
be dispatched.
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(10) When changing the entity name, legal representative, registered capital,
shareholder or equity structure and location, in case that there are conditions that may
endanger the safety of the delivery commodities, legal proceedings and the production
line adjustment etc., the factory shall report to ZCE in time; in case that the land or
property of the factory is impawned or guaranteed externally and other similar major
events occur, the factory shall report to ZCE in advance.
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(11) Timely provide related commodity prices, production capacity, production,
inventory and other information of the enterprise to ZCE in accordance with
requirements of ZCE;

(=0 A2 5 B B A HI A0 L bt B B R AN ) P P A S5 B4 5E 1Y
HoAth 55

(12) Other obligations in Detailed Rules for Futures Delivery of Zhengzhou
Commaodity Exchange, Measures for the Administration of Standard Warrants and the
designated factory warehouse agreements formulated by ZCE.
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Chapter 4 Daily Operations
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Article 13 The factory’s daily operations shall conduct the management of delivery
commodities and provide services for delivery.
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Article 14 The factory shall store a certain amount of products in accordance with the
delivery requirement specification in the daily operations. The specific amount shall
be determined by ZCE.
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Avrticle 15 The factory shall examine the weight and quality of the commodities used
for delivery with the cooperation and supervision of commaodities owner and ensure
the weight and quality of the delivery goods in accordance with the requirements of
the delivery rules. In case the on-site quality inspection cannot be conducted, the
quality certificate shall be provided.
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Article 16 The factory shall handle the dispatch of the commodities timely and
carefully and going through the reexamination work:
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(1) Verify the validity of the Delivery Note;
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(2) Verify whether Delivery Note totally conforms to the delivery capability that the
factory has promised.
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In case of no errors, the factory shall dispatch the commodities used for delivery as
soon as possible.
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The factory shall timely report the transportation process and direction of deliverable

commodities to ZCE. After the completion of delivery, the factory shall report
relevant procedures for dispatch to ZCE according to relevant requirements.
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Chapter 5 Supervision and Administration
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Article 17 ZCE shall adopt selective and annual audit system to the factory and have
the right to require the factory to conduct self-inspection.
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During the process of self-inspection, selective and annual audit for the factory, in
case that there is violation of regulations, ZCE can take measures like making

rectification within limited period and canceling the qualification of the factory. The
factory shall assume all losses incurred from this violation.
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Article 18 The following behaviors shall be prohibited for the factory:
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(1) Associate with members or clients to affect or intend to affect the price in futures
market through methods like occupying warehouse receipt credit phonily;
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(2) Overcharge in delivery process;
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(3) Create difficulties for clients on purpose; do not cooperate with the dispatch of the
commodities used for delivery;
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(4) Refuse or obstruct ZCE to conduct supervision or audit according to laws and
regulations;
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(5) Practice fraud which affects normal practice of futures delivery;
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(6) Other behaviors that violate regulations of ZCE.
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Avrticle 19 The factory shall pay delivery guarantee deposit to ZCE as the promise for
duty fulfillment of the factory. Amount and payment method of delivery guarantee
deposit shall be defined clearly in factory warehouse agreement. Interest of delivery
guarantee deposit shall be owned by the factory and calculated once a year according
to demand deposit interest rate of the same period announced by People’s Bank of
China.
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Article 20 In case that the factory cannot deliver the goods in accordance with the

dispatch standards to the clients, which causes losses to the clients, the factory shall
assume the responsibility of compensation.
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Supplementary Provisions
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Article 21 ZCE shall handle any violation of these detailed rules in accordance with

Measures for Punishment of Regulation Violations of Zhengzhou Commodity
Exchange.
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Article 22 ZCE reserves the right to interpret these measures.
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Article 23 These measures shall enter into force as of December 3, 2012.
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(English version is for reference ONLY. Chinese version shall prevail if there is any
inconsistency.)



