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Measures for the Administration of Option Market Maker of

Zhengzhou Commodity Exchange

(AMNBRXZHERLEEE2: 2017 42 A 10 HF W #K, 52017 F£3 A 7
H #1T)
(Approved after examination at the Fifth Council of Zhengzhou Commodity Exchange on
February 10, 2017 and implemented since March 7, 2017)
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Chapter One General Provisions
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Article 1 These measures are formulated subject to Trading Rules of Zhengzhou
Commodity Exchange and actual market conditions for the purposes of standardizing
option market-making business on Zhengzhou Commodity Exchange (hereinafter
referred to as ZCE), promoting the liquidity of options trading, and fully developing
options market.
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Article 2 Market makers shall refer to the institutional clients approved by ZCE to
provide bilateral quotations on assigned option contracts and other services.
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Acrticle 3 The measures shall apply to option market making business and its relevant
activities on ZCE. ZCE, market makers, and members shall fulfill these measures.
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Chapter Two Management of Market Maker Qualification



VNS 225 Bl DAESR € AL A B ST R, JFRmis e,

Article 4 ZCE could introduce market makers on assigned option products and
publish them to the market.
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Article 5 ZCE shall manage the application for being a market maker according to
option products. An applicant applying for being a market maker shall meet the
following requirements:

(—) #5E AMET AR 5000 75 7C;
(1) Its net asset value shall be no less than CNY 50,000,000;
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(2) The applicant shall have the specialized agencies and personnel responsible for
market making business. Market making personnel shall be familiar with relevant
laws and regulations and ZCE’s business rules on futures and options;
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(3) The applicant shall have a complete implementation plan of market making
business, internal control policy, and risk management policy;
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(4) The applicant shall have no record of violating laws and rules in recent three
years;
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(5) The applicant shall be equipped with stable and reliable market making technical
system;
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(6) The applicant shall have the experience recognized by ZCE in options trading or
simulated options trading;
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(7) Other requirements prescribed by ZCE and CSRC.
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Article 6 An applicant applying for being a market maker of certain option products
shall submit the following written materials to ZCE:
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(1) Option Market Making Application Form stamped by its company and signed by
its legal representative;
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(2) Copies of stamped business license and organization code certificate;
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(3) Its previous audited annual financial reports or its copy stamped by accounting
firms;
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(4) Post setting and job responsibility of the market making department. A complete

list of all personnel in charge of option market making business and related personnel,
and their resumes;
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(5) The implementation plan of application for being a market maker, internal control
policy and risk management policy;
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(6) A commitment letter of no violation of laws and rules in recent three years;
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(7) A description of the computer system to be used,;
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(8) A description of market making in options trading and simulated options trading;
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(9) Other materials requested by ZCE.
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A market maker applying for being a qualified market maker of certain option
products shall submit written materials mentioned in item (1), (4), (5), (8) and (9) of
this Article.
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Article 7 When approved by ZCE, an applicant shall sign the market maker agreement
with ZCE within 10 days after receiving ZCE’s notice. After the agreement being
signed, the applicant will become a market maker having the qualification of specific
option products.
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Acrticle 8 ZCE may cancel a market maker’s qualification of a certain option product
if one of the following circumstances appears:
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(1) Failing to finish the obligations of making quotations on certain options products
in two consecutive months or cumulative three months throughout one calendar year;
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(2) Any other circumstance as determined by ZCE or specified by the agreement.
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Article 9 ZCE may cancel a market maker’s qualification of a certain option product
if one of the following circumstances appears:
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(2) Violating laws or regulations;
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(2) Being prohibited from engaging in securities and futures trading;
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(3) No longer meeting the requirements of being a market maker mentioned in Article
S5
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(4) Being acquired, merged, withdrawn, dissolved or declared bankrupt;
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(5) Submitting artificial materials to ZCE;
(7N) 2 5 BTk g R HAR B TE .

(6) Any other circumstance as determined by ZCE.
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Article 10 A market maker shall apply to ZCE one month in advance if it wants to
give up its market maker qualification. If its market marker qualification is canceled,
the market maker agreement will automatically terminate immediately since receiving
ZCE’s notice. The market maker cannot apply for being the market maker for the
same options within one year.
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Articlell ZCE can appoint a certain number of market makers on options products
and adjust the number according to market conditions.
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Chapter Three Market Making Business
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Article 12 A market maker shall conduct market making business through a special
market making code, which cannot be used in any other trading activities except
market making.
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A market maker shall apply to ZCE for altering the market making code in advance.
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When the market making code is altered, the original market making code shall not be
used to open positions. After related positions are closed, the original market making
code shall be timely revoked.
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Article 13 A market maker shall timely close related positions under its market
making code since the day when its market maker qualification is canceled. The
original market making code shall not be used to open positions and shall be timely
revoked if there is no any other option product under it.
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Article 14 The bilateral quotation made by a market maker includes continuous
quotation and response quotation:

() FFEhtr. B SR, ORI 2IE, Esh R RRFSEX
SUE S

(1) Continuous quotation. Continuous quotation shall refer to the bilateral continuous
quotation actively made by the market maker in accordance with the agreement
during options trading period;
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(2) Response quotation. Response quotation shall refer to the bilateral quotation made
by the market maker in accordance with the agreement after receiving inquiry request
during options trading period.
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Article 15 A market maker’s quotation consists of contract code, bid price, ask price
and quantity.
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Article 16 A market maker shall provide bilateral quotation through limit order. The
unexecuted original quotation will be automatically canceled when the same market
maker provides a new bilateral quotation.
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Article 17 A market maker’s effective quotation shall meet the following
requirements:

() FFEAR it~ B EANT I E SR, KB EART LA ERE
P

(1) The order size of continuous quotation shall not be less than the amount agreed by
the agreement. The bid-ask spread shall not be greater than the difference agreed by
the agreement;
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(2) The response time of response quotation shall not be greater than the time agreed
by the agreement; the duration shall not be less than the time agreed by the agreement;
the order size shall not be less than the amount agreed by the agreement; the bid-ask
spread shall not exceed the difference agreed by the agreement.
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The term “response time” mentioned in the paragraph 1 of this Article shall mean the
time between ZCE’s receiving the inquiry request and the market maker’s providing
quotation; the duration shall refer to the accumulated value of the time difference
between the market maker’s listing its order and withdrawing its order; the order size
shall mean the amount of contract under bilateral quotation; the bid-ask spread shall
refer to the difference between the ask price and the bid price.
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Avrticle 18 The bilateral positions of the same contract under a market making code of
a market maker shall be hedged by ZCE automatically after clearing.
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Chapter Four Rights and Obligations
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Article 19 According to the agreement and the fulfillment of market making
obligations, a market maker can enjoy the rights to pay less transaction fees and other
rights.
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Acrticle 20 A market maker shall perform the following obligations according to the
agreement:
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(1) The proportion of effective time for continuous quotation shall conform to the
agreement;

() (BRI Bl LR A LU BT 5 B2 s

(2) The proportion of effective response inquiry for response quotation shall conform
to the agreement;
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(3) Other obligations specified in the agreement.
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The term “the proportion of effective time for continuous quotation” mentioned in
paragraph 1 of this Article shall be defined as the accumulative time of a market
maker’s effective continuous quotation divided by total transaction time; the
proportion of effective response inquiry shall be defined as the times of a market
makers’ effective response quotation divided by the total times of inquiry in market.
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Article 21 The corresponding obligations of market makers’ quotations on certain
options contracts will be exempted if under any of the following circumstances
appears:
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(1) During call auction period, market makers’ obligations of making quotations on
all options contracts will be exempted automatically;
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(2) When one-side market happens to a underlying futures contract, market makers
could apply for being exempted from the obligations of making quotations on all
options contracts expiring in corresponding months on that day;
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(3) When one-side market happens to an option contract, market makers’ obligations
of making a quotation on the option contract will be exempted automatically;
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(4) When the price of a out-of-the money option is lower than the price agreed by the
agreement, market makers’ obligations of making a quotation on the option contract
will be exempted automatically;
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(5) Any other circumstance as determined by ZCE.
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Avrticle 22 A market maker applying for exemption from obligations shall submit the
application to ZCE before the last trading day of the month.
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Avrticle 23 ZCE shall regularly evaluate the fulfillment of market making obligations.
Market makers shall complete the agreed obligations in the stipulated period to enjoy
corresponding rights.
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Chapter Five Supervision and Administration
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Article 24 ZCE shall supervise and administrate market makers according to these
measures and related business rules. Market makers and its brokerage members shall
assist ZCE in the supervision and administration.
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Article 25 Market makers shall provide guotations reasonably according to market
conditions. ZCE shall have the rights to require market makers to provide bilateral
quotations for assigned options contracts.
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Article 26 Market makers shall not take the advantage of their market maker
qualifications for insider trading, market manipulation, fraud and other illegal
activities, or to seek other improper interests.
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Article 27 Market makers shall establish and improve the information technology
management and emergency response mechanism, report the information about the
development, testing, access and upgrade of the market-making technical system to
ZCE quarterly, and participate in the relevant tests and emergency drills according to
the requirements of ZCE.
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Article 28 Market makers shall provide formal written notification to ZCE within
three days if any change occurs in their shareholders (partners), business location,
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legal representatives, persons in charge of market making business and their contact
information, or any significant change occurs in legal representatives, financial
condition and technical system.
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Article 29 The market maker shall report the performance of market making business
in accordance with the requirements of ZCE, and keep the records of relevant
transactions and risk management for verification.
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Article 30 ZCE can supervise and inspect a market maker’s risk management, trading
behaviour, system operation, operation and credit conditions. The market maker shall
provide assistance and cooperation.
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Acrticle 31 The market maker’s position limit shall be determined and published by

ZCE. The market maker can apply for increasing the position limit in order to perform
obligations.
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Chapter Six Supplementary Provisions
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Avrticle 32 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 33 ZCE reserves the right to interpret these measures.
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Article 34 These measures shall enter into force since March 7, 2017.
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(English version is for reference ONLY. Chinese version will prevail if there is any
inconsistency.)
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