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For more information, please contact: (+86 21) 50160666

I. Executive Summary

China Financial Futures Exchange Co. Ltd. (CFFEX), established with the approval of the State
Council of the People’s Republic of China and the China Securities Regulatory Commission
(CSRC), is an incorporated exchange specializing in providing trading and clearing services for
financial futures and other derivatives. It is also a central counterparty (CCP) serving China’s
financial futures market.

In August 2018, CFFEX performed self-assessment according to the requirements of the
Principles for Financial Market Infrastructures (PFMI) and the Disclosure Framework and
Assessment Methodology. Assessment results show that CFFEX has substantially observed the
PFMI, with 20 principles fully observed, 1 broadly observed and 3 not applicable (Table 1).

In December 2018, the CSRC carried out the qualifying CCP (QCCP) assessment on CFFEX,
and granted CFFEX the QCCP status in January 2019.

This report is based on the self-assessment of CFFEX according to the PFMI requirements, and
provides an overview of CFFEX’s CCP clearing services for the period up to December 31,
2018.

Table 1. Summary of PFMI Assessment

Category Principle
Fully observed 2,3,4,5,6,7,89, 12 13,14, 15, 16,17, 18,19, 20,21, 22, 23

Broadly observed | /

Partly observed

Not observed

Not applicable 10, 11,24

II. Summary of Major Changes since Last Disclosure
This is the first time that CFFEX discloses PFMI-related information.
III. General Background on CFFEX

(I) General Description of CFFEX and the Markets It Serves

On September 8, 2006, CFFEX was established in Shanghai by Shanghai Futures Exchange,
Zhengzhou Commodity Exchange, Dalian Commodity Exchange, Shanghai Stock Exchange,
and Shenzhen Stock Exchange.



CFFEX is committed to serving the real economy and supporting China’s multi-layered capital
market. By offering safe, efficient and well-functioning financial derivative products and
services, CFFEX facilitates the sound transfer and allocation of financial risks, improves
financial market efficiency, and boosts social and economic prosperity.

CFFEX’s main functions are to organize and arrange for the listing, trading, clearing and
delivery of financial futures and other financial derivatives; formulate relevant rules; conduct
self-regulation; disseminate market data and related information; provide relevant technologies,
venues and facilities; and perform other functions approved by the CSRC.

1. Equity Index Futures

On April 16, 2010, CFFEX launched China’s first equity index futures product, the CSI 300
index futures, marking a significant milestone for China’s financial futures market. On April
16, 2015, CFFEX further expanded the equity index product offerings with the launch of SSE
50 and CSI 500 index futures. Featuring rational investor participation, high correlation
between cash and futures prices and smooth delivery, the market has been developing steadily
and gradually fulfilling its functions.

In 2018 the equity index futures market remained stable with an average daily trading volume
of 67,261 contracts (+66.3% YoY) and an average daily open interest of 119,033 contracts
(+16.3% YoY).

2. China Government Bond (CGB) futures

On September 6, 2013, CFFEX listed the 5-year CGB futures. This was then followed by the
listing of the 10-year CGB futures on March 20, 2015 and the 2-year CGB futures on August
17,2018. A comprehensive product suite covering short, medium and long term CGB futures
started to take shape. With high correlation between cash and futures prices, smooth and stable
delivery, and institutions gradually becoming the major participants, the market has been
steadily growing in size and gradually fulfilling its functions.

The CGB futures market was stable in 2018 with an average daily trading volume of 44,715
contracts (-26.1% YoY) and an average daily open interest of 79,162 contracts (-25.0% YoY).

(II) Organization Structure

The Shareholder Meeting is the governing body of the Exchange. The Board of Directors (BOD)
reports to and exercises the powers delegated by the Shareholder Meeting. The Executive

Committee is a subordinate body to the BOD that makes and implements the day-to-day

business decisions and performs day-to-day administrative functions on behalf of the BOD.

The Risk Committee and the Trading Committee are also BOD subordinates, and carry out the

tasks authorized by and report directly to the BOD.

As of the date of this disclosure, CFFEX has 21 departments, namely CPC Committee Office
(BOD Office), Supervisory Board Office, Compliance Office, Executive Office, Trading
Department, Clearing Department, Market Surveillance Department, Legal Affairs Department,
Information Technology Department, Marketing & Investor Education Department, R&D
Department, Finance Department, Internal Audit Department, Human Resources Department
(CPC Committee Organization Department), Media & Public Relations Department,
International Business Development Department, Equity Index Derivatives Department,
Interest Rate Derivatives Department, FX Derivatives Department, Options Products
Department, and Administration Center. In addition, CFFEX has three subsidiaries, i.e.
Shanghai Financial Futures Information Technology Co., Ltd., CFFEX Institute for Financial
Derivatives Co., Ltd., and Shanghai Tangyin Investment and Development Co., Ltd.

(11 Legal and Regulatory Framework



As of the date of this disclosure, CFFEX only carries out financial futures business in Chinese
Mainland and is governed by the laws of the People’s Republic of China. CFFEX’s business
activities are conducted on a sound, clear, transparent and enforceable legal basis, which mainly
consists of the following: (1) Laws enacted by the National People’s Congress including the
General Provisions of the Civil Law, Contract Law, Company Law, Property Law, Guaranty
Law and Enterprise Bankruptcy Law; (2) Judicial interpretations of the Supreme People’s Court
including the Provisions of the Supreme People's Court on Several Issues Concerning the Trial
of Futures Dispute Cases and Provisions of the Supreme People's Court on Several Issues
concerning the Trial of Futures Dispute Cases (Il); (3) administrative regulations promulgated
by the State Council including the Regulation on the Administration of Futures Trading; (4)
ministry-level rules released by the CSRC including the Measures for the Administration of
Futures Exchanges, Measures for the Supervision and Administration of Futures Companies,
Trial Measures for the Financial Futures Clearing Business of Futures Companies, Interim
Measures for the Administration of Overseas Traders’ and Overseas Brokers’ Engagement in
the Trading of Specified Domestic Futures Products, among others; and (5) the rules of CFFEX.

av) System Design and Operation

Supported by its secure and efficient IT systems and drawing on the latest technologies and
designs employed by domestic and foreign exchanges, CFFEX provides an all-electronic
trading and clearing platform that is well-structured, functionally complete and operationally
stable.

As an important component of its overall IT infrastructure, the CCP clearing and settlement
system is independently developed by CFFEX. The system incorporates the best practices of
world-leading exchanges and clearinghouses as well as the unique features of China’s financial
derivatives market. The system supports the full spectrum of on-exchange derivatives clearing
businesses, ranging from calculation of settlement price, positions, margin, exchange fees and
profits and losses, and delivery upon contract expiration to flexible margining and fee models,
end-of-day processing of transactions and open positions, multi-account and multi-currency
settlement, intraday multiple settlements by product as well as various types of collateral. The
system features high flexibility and scalability, with its performance and processing capacity
on par with industry leaders worldwide. In addition, CFFEX’s Participant Service Interface
System (PSIS) is directly linked to the bank and member systems through dedicated lines,
enabling secure and efficient transfer of settlement-related funds in multiple currencies.

IV. Principle-by-Principle Summary Disclosure

Principle 1: Legal Basis

An FMI should have a well-founded, clear, transparent, and enforceable legal basis for each material aspect
of its activities in all relevant jurisdictions.



Key consideration 1:
The legal basis should
provide a high degree
of certainty for each
material aspect of an
FMTI’s activities in all
relevant jurisdictions.

The legal basis for CFFEX’s business activities as a CCP consists of the doctrine of
freedom of contract and the general assignment of rights and obligations under the
Contract Law which operates similarly to novation.

The Regulation on the Administration of Futures Trading and the Measures for the
Administration of Futures Exchanges set out a clear definition of “futures clearing”
as well as the general requirements on futures clearing business. The Inferim
Measures for the Administration of Overseas Traders’ and Overseas Brokers’
Engagement in the Trading of Specified Domestic Futures Products states that
futures exchanges that perform the functions of settlement shall, acting in the
capacity of a central counterparty, undertake the settlement on a net basis and
provide centralized performance guarantee for futures trading.

The clearing agreement between CFFEX and its Clearing Members as well as the
Detailed Clearing Rules of CFFEX, Measures of CFFEX on Membership
Management, Measures of CFFEX on Risk Control, Detailed Delivery Rules of
CFFEX for CGB Futures Contract, and relevant notices of CFFEX, provide legal
certainty for the clearing business.

The foregoing legal basis empowers CFFEX to interpose itself between the
counterparties upon the conclusion of a futures transaction, becoming the seller to
every buyer and the buyer to every seller, and to provide centralized performance
guarantee for futures trading.

Viability of the netting arrangement. The set-off clause provided under the
Contract Law and the daily mark-to-market system provided under the Regulation
on the Administration of Futures Trading give legal support for the netting
arrangement. The Detailed Clearing Rules of CFFEX contains specific provisions
on the netting arrangement.

Collateral arrangement. CFFEX may dispose of margin both in the form of a
pledge of movables or pledge of rights. Both cash and pledgable CGBs or other
documents of title can be the subject matter of a pledge upon approval. The Property
Law and the Interpretation of the Supreme People’s Court on Issues concerning the
Application of the Guaranty Law of the People’s Republic of China provide the legal
basis for the acceptance of CGBs and other documents of title as non-cash margin.

Default resolution. To protect the rights of the non-defaulting party, CFFEX
provides corresponding remedies including pecuniary damages for defaults during
the course of trading, clearing and delivery. The legal basis for these remedies is
provided under the Contract Law.

Settlement finality. The legal basis for settlement finality is provided under (1) the
Provisions of the Supreme People's Court on Several Issues Concerning the Trial of
Futures Dispute Cases, with regard to clients’ confirmation of daily trading and
settlement results; (2) the Regulation on the Administration of Futures Trading, with
regard to the adoption of daily mark-to-market system and notification of settlement
results by the futures exchanges; (3) the Measures for the Administration of Futures
Exchanges, with regard to futures margin; and (4) the Measures for the Supervision
and Administration of Futures Companies, with regard to clients’ confirmation of
trading and settlement results, and the requirement that in the event of dissolution or
bankruptcy, a futures company shall first make proper arrangements for clients’
margin and other assets, and wind down its futures business. Based on the foregoing
regulations, additional provisions are also set out in the rules of CFFEX.

Margin segregation. The Regulation on the Administration of Futures Trading
provides legal protection to the margin deposited by market participants, stating that




margin should be segregated from the Exchange’s own funds and deposited in a
special account, and not be used for any purpose other than for clearing with
members.

In addition, according to the Enterprise Bankruptcy Law, if an enterprise engaged in
futures trading goes bankrupt, CFFEX has the priority over other creditors with
respect to repayment with the margin deposited by that enterprise.

Prompt disposal of margin. The provisions of the Guaranty Law on the
enforcement of pledge and the provisions of the Property Law on pledge and
creditor’s priority of repayment provide the legal basis for the collection of margin
and for the prompt disposal thereof when a Clearing Member’s margin is below the
minimum required amount.

Key consideration 2:
An FMI should have
rules, procedures, and
contracts that are
clear, understandable,
and consistent with
relevant laws and
regulations.

CFFEX follows explicit procedures to ensure its rule-making processes are open and
transparent. CFFEX organizes meetings with member representatives and investors,
seeks comments from the public, and consults with regulators in the process of rule-
making.

CFFEX takes the following measures to ensure that its rules are consistent with
relevant laws and regulations. Before drafting the rules, CFFEX performs internal
compliance reviews and, if necessary, seeks the opinions of legal experts. In
addition, CFFEX is required to consult with the CSRC, which is mandated to
examine the legality and compliance of the proposed rules and may order CFFEX
to modify any provision it deems unlawful. During the rule-making process, CFFEX
also conducts special compliance reviews when and as necessary.

According to the Measures for the Administration of Futures Exchanges, all the
rules, procedures and contract specifications of CFFEX are subject to the review or
evaluation of regulators. Moreover, before releasing or amending its rules, CFFEX
conducts a fair competition review and assesses the potential impact on market
competition in accordance with the Anti-Monopoly Law and its complementary
rules, to avoid inadvertently precluding or restricting competition.

New products and contracts to be listed on CFFEX and the Trading Rules of CFFEX
are subject to the review and approval of the CSRC. Before granting approval on
new product listing, the CSRC is required to consult with the State Council. The
CSRC approves proposed product and contract listings and rules through written
replies to CFFEX.

Other rules of CFFEX require the approval of the BOD or its Executive Committee.
Specifically, the rules need to be first reviewed at an executive meeting chaired by
the CEO before being presented to the BOD for deliberation and resolution.

Key consideration 3:
An FMI should be
able to articulate the
legal basis for its
activities to relevant
authorities,
participants, and,
where relevant,
participants’
customers, in a clear
and understandable
way.

The legal basis for CFFEX’s activities chiefly comprises applicable laws,
regulations, rules, procedures and contract specifications which are public materials
and easily accessible. CFFEX publishes relevant rules on its website
(www.cffex.com.cn) for free download. To enhance the enforceability of its rules,
CFFEX also releases business guidelines and notices to elucidate its rules and
detailed implementing rules. Should any relevant authorities, members and
members’ clients have any questions regarding the legal basis for its activities,
CFFEX also offers relevant legal opinions or analysis.




Key consideration 4:
An FMI should have
rules, procedures, and
contracts that are
enforceable in all
relevant jurisdictions.
There should be a
high degree of
certainty that actions
taken by the FMI
under such rules and
procedures will not be
voided, reversed, or
subject to stays.

CFFEX’s rules are fully enforceable in Chinese Mainland. The Provisions of the
Supreme People's Court on Several Issues Concerning the Trial of Futures Dispute
Case (released in 2003) and Provisions of the Supreme People's Court on Several
Issues Concerning the Trial of Futures Dispute Case (II) set out specific provisions
on the preservation and enforcement of Trading Margin, Settlement Reserve and
membership fee of membership-based futures exchanges.

The Regulation on the Administration of Futures Trading and the Measures for the
Administration of Futures Exchanges explicitly recognize the force and effect of
exchange rules, thus protecting their enforceability. The rules, procedures and
contract specifications of CFFEX are formulated in strict accordance with the
Contract Law, Provisions of the Supreme People's Court on Several Issues
Concerning the Trial of Futures Dispute Case, Provisions of the Supreme People's
Court on Several Issues Concerning the Trial of Futures Dispute Case (II),
Regulation on the Administration of Futures Trading, Measures for the
Administration of Futures Exchanges and other laws, judicial interpretations,
administrative regulations and ministry-level rules. In addition, the drafting and
amendment of any CFFEX rule have been either approved by or consulted with the
CSRC. Therefore, CFFEX can ensure that its rules, procedures and contract
specifications have a high degree of certainty and will not be voided, reversed or
subject to stays.

To date, all actions taken by CFFEX according to its rules have been recognized by
the court; none has ever been voided. When examining the rules that underlie the
actions of an exchange, the court only ascertains whether the rules in question are
lawful and whether they have gone through the necessary approval processes.

Key consideration 5:
An FMI conducting
business in multiple
jurisdictions should
identify and mitigate
the risks arising from
any potential conflict
of laws across
jurisdictions.

CFFEX currently only conducts financial futures related business under PRC laws.
All its business activities have well-founded, clear, transparent and enforceable legal
basis.

Principle 2: Governance

An FMI should have

governance arrangements that are clear and transparent, promote the safety and

efficiency of the FMI, and support the stability of the broader financial system, other relevant public interest
considerations, and the objectives of relevant stakeholders.

Key consideration 1:
An FMI should have
objectives that place a
high priority on the
safety and efficiency
of the FMI and
explicitly support
financial stability and
other relevant public
interest
considerations.

The mission of the Exchange is to strengthen China’s socialist market economy and
capital market, facilitate the orderly trading and functioning of the financial futures
market, and protect the legitimate rights and interests of market participants as well
as public interest. CFFEX gives utmost priority to maintaining market safety and
efficiency, safeguards financial stability and public interest, and carries the strategic
vision and goal of upholding social responsibilities, fully realizing the market
functionality, strengthening corporate governance and improving operational safety
and efficiency.

Each year, CFFEX assesses its performance against the operating objectives by
reviewing the implementation of its annual business plan and compiling an annual
report. The assessment results are submitted to the BOD and the Shareholder




Meeting, and reported to the CSRC which then carries out annual performance
reviews on the Exchange.

Key consideration 2:
An FMI should have
documented
governance
arrangements that
provide clear and
direct lines of
responsibility and
accountability. These
arrangements should
be disclosed to
owners, relevant
authorities,
participants, and, at a
more general level,
the public.

CFFEX has established a sound governance structure in accordance with the
Company Law, Securities Law, Regulation on the Administration of Futures
Trading, and Measures for the Administration of Futures Exchanges.

The Shareholder Meeting is comprised of all shareholders of the Exchange, and is
CFFEX’s governing body. The BOD reports to the Shareholder Meeting. CFFEX
also has a Supervisory Board. Members of the Supervisory Board include
shareholder representatives and an appropriate percentage of CFFEX employees,
together accounting for at least one-third of the Supervisory Board. The shareholder
representatives are elected by the Sharcholder Meeting; and the employee
representatives are elected by CFFEX employees through employee representatives’
general meeting, employees’ general meeting, or other forms of democratic
elections.

The management team consists of the Chief Executive Officer (CEO), several
Executive Vice Presidents (EVPs) and the Company Secretary. The CEO reports
directly to the BOD.

In line with the accountability rules of the CSRC and the requirements of the
Measures for the Administration of Futures Exchanges, CFFEX establishes the
following guidelines regarding duties and accountability: strict observance of
regulatory and disciplinary rules, fact-based and vigorous pursuit of accountability,
and clear supervisory lines from top to bottom. CFFEX’s directors and senior
managers owe fiduciary duties and duties of diligence to the Exchange. In addition,
CFFEX clearly defines the objectives, roles and responsibilities of each department
and position, and has established the corresponding authorization, inspection and
“chain of accountability” policies to ensure that they perform their respective
functions within the authorized scope.

The governance structure of CFFEX is explicitly laid out on its website, and is
openly accessible by shareholders, relevant authorities and the public.

Key consideration 3:
The roles and
responsibilities of an
FMTI’s board of
directors (or
equivalent) should be
clearly specified, and
there should be
documented
procedures for its
functioning, including
procedures to
identify, address, and
manage member
conflicts of interest.
The board should
review both its overall
performance and the
performance of its
individual board
members regularly.

The roles and responsibilities, as well as the rules of procedure, of the BOD and the
Supervisory Board are clearly defined by the Exchange to enable their effective
functioning. The annual Board of Directors Work Report is presented to the
Shareholder Meeting for review and assessment of its performance. The Supervisory
Board also prepares the annual Supervisory Board Work Report and submits it to the
Shareholder Meeting for review.

The roles and responsibilities of the management team are also clearly defined to
ensure the orderly operations of the Exchange.




Key consideration 4:
The board should
contain suitable
members with the
appropriate skills and
incentives to fulfil its
multiple roles. This
typically requires the
inclusion of non-
executive board
member(s).

CFFEX directors owe the duty of diligence to the Exchange. CFFEX remunerates
the Chairman of the BOD and the CEQ, and offers non-monetary incentives to other
directors in accordance with applicable regulatory requirements. Members of the
BOD, other than the Chairman and the CEO, are all principal persons-in-charge of
CFFEX’s shareholders. With a holistic perspective and a strong sense of
responsibility, they make decisions in the best and sustainable interest of China’s
financial futures market.

The BOD currently comprises seven directors including six non-executive directors.
There is no independent director for the time being.

Key consideration 5:
The roles and
responsibilities of
management should
be clearly specified.
An FMI’s
management should
have the appropriate
experience, a mix of
skills, and the
integrity necessary to
discharge their
responsibilities for the
operation and risk
management of the
FML.

As required by the Measures for the Administration of Futures Exchanges, senior
managers of CFFEX all meet the qualification requirements set out by the CSRC.
The senior managers are all seasoned financial experts, and knowledgeable about
the industry, managing exchange business, the characteristics of the securities and
futures markets, and relevant laws and regulations. They have a keen sense of
fairness, impartiality and personal integrity, and are widely acknowledged for their
performance by regulatory authorities, the BOD and market participants.

CFFEX specifies the powers and duties of the CEO. Each EVP is assigned specific
roles and responsibilities to assist the CEO in discharging his duties.

The management team is responsible for CFFEX’s day-to-day operations, and
implements the resolutions of the Shareholder Meeting and the BOD. The CEO
submits annual Work Report to the BOD and the Shareholder Meeting for review.
The Supervisory Board carries out comprehensive oversight of the senior managers
with regard to (1) their compliance with national laws, regulations, ministry-level
rules and other normative documents; (2) their implementation of the resolutions of
the Shareholder Meeting, the BOD and the BOD Executive Committee; and (3) their
operations and management regarding legal and regulatory compliance.

Key consideration 6:
The board should
establish a clear,
documented risk-
management
framework that
includes the FMI’s
risk-tolerance policy,
assigns
responsibilities and
accountability for risk
decisions, and
addresses decision
making in crises and
emergencies.
Governance
arrangements should
ensure that the risk-
management and
internal control
functions have
sufficient authority,
independence,

CFFEX applies a hierarchical risk management framework with the BOD at the top.
Led by the BOD, the management and relevant departments are each assigned
specific risk management roles and responsibilities from the top down.

The Risk Committee subordinate to the BOD is authorized by and assists the BOD
in discharging its risk management duties. Relevant departments of CFFEX are
responsible for (1) identifying, assessing, monitoring, resolving and reporting the
risks related to their functions; (2) developing and implementing the relevant risk
management rules, control procedures and resolution plans; (3) conducting drills,
validation, evaluation and adjustment of the relevant risk management rules, control
procedures and resolution plans on a periodic or as-needed basis; and (4) taking
other risk management measures as required.

The Internal Audit Department is responsible for auditing, overseeing and inspecting
the risk management rules and measures of CFFEX for their timeliness, sufficiency
and effectiveness.

10



resources, and access
to the board.

Key consideration 7:
The board should
ensure that the FMI’s
design, rules, overall
strategy, and major
decisions reflect
appropriately the
legitimate interests of
its direct and indirect
participants and other
relevant stakeholders.
Major decisions
should be clearly
disclosed to relevant
stakeholders and,
where there is a broad
market impact, the
public.

Any decision, rule or overall strategy of CFFEX that impacts the interests of its
members, clients and the public is made or formulated after extensively seeking
market feedback, through public consultations and private seminars. The Exchange
takes these feedbacks into account when making the final decision.

The special committees under the BOD consist of and seek opinions from member
representatives, institutional investors and other market participants. Public opinion
is also sought if decisions of the Exchange involve public interest. Pursuant to the
Measures for the Administration of Futures Exchanges, CFFEX should file with the
CSRC the resolutions and other documents of the Shareholder Meeting and BOD
meetings. Major decisions of CFFEX are also disclosed to stakeholders through its
website, Member Service System, announcements and WeChat official account,
among others.

Principle 3: Framework for the comprehensive management of risks

An FMI should have a sound risk-management framework for comprehensively managing legal, credit,
liquidity, operational, and other risks.

Key consideration 1:
An FMI should have
risk-management
policies, procedures,
and systems that
enable it to identify,
measure, monitor, and
manage the range of
risks that arise in or
are borne by the FMI.
Risk-management
frameworks should be
subject to periodic
review.

CFFEX has established a comprehensive risk management framework based on its
rules, which enables it to identify, measure, monitor and manage a wide range of
risks. The Risk Committee subordinate to the BOD assists the Board in performing
risk-management functions according to its authorization, and periodically reviews
and evaluates the comprehensive risk-management framework of the Exchange.

During its day-to-day operations, CFFEX may face such risks as legal risk (see
Principle 1), credit risk (see Principle 4), liquidity risk (see Principle 7), general
business risk (see Principle 15), custody and investment risk (see Principle 16),
and operational risk (see Principle 17).

CFFEX manages risks through mechanisms which include but are not limited to:
(1) performing compliance review of major events to control legal risk; (2)
implementing such mechanisms as limit up/limit down, forced liquidation, forced
position reduction, margin requirement, Guarantee Fund, and risk alerts to manage
the credit risk from Clearing Members; (3) imposing qualification requirements on
Futures Margin Depository Banks (FMDBs) and engaging multiple FMDBs to
manage their credit, liquidity, and investment and custody risks; (4) analyzing cash
flows and monitoring risks through financial databases to control general business
risk; and (5) performing data backup, developing system continuity plans, and
establishing detailed operating procedures with clear division of duties to manage
operational risk. Moreover, CFFEX has formulated an emergency contingency
plan to identify, measure, monitor and manage trading, technical, settlement,
information and other risk events.

Key consideration 2:
An FMI should
provide incentives to

CFFEX implements a tiered membership clearing system, the Guarantee Fund, as
well as annual evaluation, ongoing monitoring, on-site inspection and training of
members to strengthen their risk management.

11



participants and,
where relevant, their
customers to manage
and contain the risks
they pose to the FMI.

CFFEX members are classified into Special Clearing Members, General Clearing
Members, Trading Clearing Members (collectively referred to as “Clearing
Members”), and Trading Members. Each membership category has its own
admission criteria in respect of financial conditions and business, risk and IT
management systems. CFFEX mutualizes risks by requiring Clearing Members to
contribute to the Guarantee Fund. CFFEX monitors members on an ongoing basis,
and conducts annual evaluations to rate members and recognize good performers.
CFFEX also carries out annual on-site inspections on a certain percentage of
membership. Additionally, CFFEX regularly holds trainings and organizes
qualification tests for members’ clearing and delivery staff to strengthen members’
business capability and encourage them to enhance risk management.

Key consideration 3:
An FMI should
regularly review the
material risks it bears
from and poses to
other entities (such as
other FMISs, settlement
banks, liquidity
providers, and service
providers) as a result
of interdependencies
and develop
appropriate risk-
management tools to
address these risks.

Due to business interdependencies, CFFEX bears from other entities material risks
including but not limited to: (1) credit risk arising from Clearing Member default;
(2) risk of settlement failure due to FMDBs’ lack of liquidity; (3) risk of financial
loss due to FMDBs’ bankruptcy; (4) risk of failing to publish settlement data due
to network disruption; (5) risk of failing to complete delivery of CGBs due to
system breakdown at China Central Depository & Clearing Co., Ltd. (CCDC) or
China Securities Depository and Clearing Corporation Limited (CSDC); and (6)
risk of failing to complete cash settlement of equity index futures due to delayed
provision of index data by the China Securities Index Co., Ltd. (CSI).

Risks from Clearing Members are controlled at the earliest possible stage through
stringent admission criteria and continuous monitoring. Risk-management
measures with respect to Clearing Members are set out in the Measures of CFFEX
on Membership Management and Detailed Clearing Rules of CFFEX.

Likewise, risks from FMDBs are controlled at the source through measurement
and monitoring of their financial conditions and internal management systems.
CFFEX manages the FMDBs pursuant to the Measures of CFFEX on the
Management of Designated Depositary Banks.

For network-related risks, CFFEX performs daily checks on network connection,
and has developed an emergency response manual to manage risks arising from
network failure or hardware faults. In addition, CFFEX develops network
redundancy by engaging multiple service providers so that business is not
interrupted by network disruption of any single service provider.

CFFEX manages the risks from the CCDC, the CSDC and the CSI by establishing
contractual arrangements for ensuring business continuity and by formulating joint
contingency plans.

Key consideration 4:
An FMI should
identify scenarios that
may potentially
prevent it from being
able to provide its
critical operations and
services as a going
concern and assess the
effectiveness of a full
range of options for
recovery or orderly
wind-down. An FMI

The emergency response plan of CFFEX provides for the resolution of such
emergencies as trading, technical, clearing and information-related risk events.

CFFEX has additionally developed a business continuity plan to ensure it can
continue to provide critical operations and services even in the event of a disruptive
scenario. Furthermore, the Measures for the Administration of Futures Exchanges
provides for the scenarios that may lead to the wind-down of the Exchange and the
principles for the liquidation plans in such a scenario.
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should prepare
appropriate plans for
its recovery or orderly
wind-down based on
the results of that
assessment. Where
applicable, an FMI
should also provide
relevant authorities
with the information
needed for purposes of
resolution planning.

Principle 4: Credit risk

An FMI should effectively measure, monitor, and manage its credit exposures to participants and those
arising from its payment, clearing, and settlement processes. An FMI should maintain sufficient financial
resources to cover its credit exposure to each participant fully with a high degree of confidence. In addition,
a CCP that is involved in activities with a more-complex risk profile or that is systemically important in
multiple jurisdictions should maintain additional financial resources sufficient to cover a wide range of
potential stress scenarios that should include, but not be limited to, the default of the two participants and
their affiliates that would potentially cause the largest aggregate credit exposure to the CCP in extreme but
plausible market conditions. All other CCPs should maintain additional financial resources sufficient to
cover a wide range of potential stress scenarios that should include, but not be limited to, the default of the
participant and its affiliates that would potentially cause the largest aggregate credit exposure to the CCP
in extreme but plausible market conditions.

Key consideration 1: [Framework to manage Clearing Member credit risk
An FMI should
establish a robust
framework to manage
its credit exposures to
its participants and the
credit risks arising
from its payment,

CFFEX has established a credit risk management framework based on the Trading
Rules of CFFEX and comprising, among others, the Measures of CFFEX on Risk
Control and the Measures of CFFEX on Dealing with Violations and Breaches.
This framework is designed to prevent and address potential credit risks in the
financial futures market, in particular, identifying and monitoring Clearing
Members’ potential credit risks. It contains the following elements:

clearing, and (1) Rigorous membership admission criteria. A Clearing Member must be
setthment Processes. well-capitalized and have the relevant staff and technical systems to ensure
Credit exposure may it can perform the membership responsibilities.

arise from current

exposures, potential (2) Real-time monitoring of Clearing Members’ risk exposures. CFFEX
future exposures, or implements such mechanisms as limit up/limit down, forced liquidation
both. and forced position reduction to prevent credit risk.

(3) Daily mark-to-market. CFFEX implements daily mark-to-market and
Trading Margin requirements to respectively cover current and potential
risk exposures.

(4) Guarantee Fund. Members are required to jointly assume credit risks by
contributing to the Guarantee Fund, which will cover losses that cannot be
covered by margin in extreme scenarios. If the Guarantee Fund is depleted
in a risk event, the Exchange will draw on its Risk Reserve to cover the
remaining losses.

Framework to manage FMDB credit risk

The Measures of CFFEX on the Management of Designated Depositary Banks
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prescribes stringent qualification requirements for FMDBs, including having
sufficient net assets, having no record of material violations in the preceding three
years, and being subject to CFFEX examination at least annually.

CFFEX reviews its risk-management framework periodically and in the case of
new product launch, and may redesign or update the framework as appropriate for
the new product.

Key consideration 2:
An FMI should
identify sources of
credit risk, routinely
measure and monitor
credit exposures, and
use appropriate risk-
management tools to
control these risks.

CFFEX identifies credit risks posed by investors and members through the routine
practices of market monitoring, member inspection and analysis of market
conditions and macroeconomic situation. Specifically, CFFEX faces current and
potential credit exposures from members due to the potential impact of price
fluctuations on their open positions, and faces credit risks from FMDBs since they
are responsible for the transfer of funds and the custody of margin.

For the credit risks from members, CFFEX implements daily mark-to-market to
control current risk exposures; adopts position limit and large position reporting to
prevent concentration risks; conducts stress tests to estimate members’ credit
exposures in extreme circumstances; and monitors intraday funds to check credit
exposures in real time. CFFEX measures and detects members’ credit exposures
through a real-time risk monitoring system. Furthermore, CFFEX assesses the
effectiveness of margin and position limit requirements respectively through daily
risk backtesting and periodic analysis of market conditions.

For the credit risks from FMDBs, CFFEX adopts stringent eligibility criteria and
works with multiple FMDBs to disperse relevant credit exposures (see Principle
16 on custody and investment risks).

Key consideration 3:
A payment system or
SSS should cover its
current and, where
they exist, potential
future exposures to
each participant fully
with a high degree of
confidence using
collateral and other
equivalent financial
resources (see
Principle 5 on
collateral). In the case
of'a DNS payment
system or DNS SSS in
which there is no
settlement guarantee
but where its
participants face credit
exposures arising from
its payment, clearing,
and settlement
processes, such an
FMI should maintain,
at a minimum,
sufficient resources to
cover the exposures of

Not applicable.

14



the two participants
and their affiliates that
would create the
largest aggregate
credit exposure in the
system.

Key consideration 4:
A CCP should cover
its current and
potential future
exposures to each
participant fully with a
high degree of
confidence using
margin and other
prefunded financial
resources (see
Principle 5 on
collateral and Principle
6 on margin). In
addition, a CCP that is
involved in activities
with a more-complex
risk profile or that is
systemically important
in multiple
jurisdictions should
maintain additional
financial resources to
cover a wide range of
potential stress
scenarios that should
include, but not be
limited to, the default
of the two participants
and their affiliates that
would potentially
cause the largest
aggregate credit
exposure for the CCP
in extreme but
plausible market
conditions. All other
CCPs should maintain
additional financial
resources sufficient to
cover a wide range of
potential stress
scenarios that should
include, but not be
limited to, the default
of the participant and
its affiliates that would

CFFEX implements such mechanisms as daily mark-to-market, margin
requirement, Guarantee Fund and Risk Reserve to ensure the availability of
financial resources to cover risk exposures with a high degree of confidence.

CFFEX covers current risk exposures to Clearing Members through mark-to-
market. Daily mark-to-market losses must be covered by cash payment.

CFFEX collects margin as a financial resource to cover potential future exposures
to Clearing Members. Every Clearing Member is required to deposit margin into
its Dedicated Settlement Account before trading. Margin is classified as the
Trading Margin and the Settlement Reserve. Trading Margin is used to maintain
existing positions, and is proportional to the value of contracts being held;
Settlement Reserve is not used to maintain existing positions. The total margin
deposited by members is sufficient to cover the risk exposures during one trading
day at a 99% confidence level.

The Guarantee Fund is a risk-mutualization financial resource jointly contributed
by Clearing Members. Its total amount is determined through stress testing. Each
Clearing Member needs to contribute the larger of (1) a baseline amount based on
its membership type; and (2) its share in that total amount based on its business
volume relative to that of other Clearing Members. The size of the Guarantee Fund
is sufficient to cover the default of the two Clearing Members with the largest
credit exposure. In the event of a Clearing Member default, CFFEX has the right
to recover losses by requiring the defaulting member to make up for the value in
default. Meanwhile, CFFEX caps the amount of additional contributions required
from the non-defaulting Clearing Members within a specified length of time to
protect them from unlimited liabilities.

The Risk Reserve is used to cover the remaining exposures once the Guarantee
Fund is exhausted. Pursuant to the Measures for the Administration of Futures
Exchanges, the Risk Reserve is: (1) provisioned from and in proportion to the
exchange fees received by CFFEX; and (2) deposited in a segregated account and
subject to separate accounting. Furthermore, CFFEX evaluates the reasonableness
of the total amount of financial resources being maintained, and documents the
same in an internal risk management assessment report.
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potentially cause the
largest aggregate
credit exposure for the
CCP in extreme but
plausible market
conditions. In all
cases, a CCP should
document its
supporting rationale
for, and should have
appropriate
governance
arrangements relating
to, the amount of total
financial resources it
maintains.

Key consideration 5:
A CCP should
determine the amount
and regularly test the
sufficiency of its total
financial resources
available in the event
of a default or multiple
defaults in extreme but
plausible market
conditions through
rigorous stress testing.
A CCP should have
clear procedures to
report the results of its
stress tests to
appropriate decision
makers at the CCP and
to use these results to
evaluate the adequacy
of and adjust its total
financial resources.
Stress tests should be
performed daily using
standard and
predetermined
parameters and
assumptions. On at
least a monthly basis,
a CCP should perform
a comprehensive and
thorough analysis of
stress testing
scenarios, models, and
underlying parameters
and assumptions used
to ensure they are

CFFEX conducts daily stress tests to assess the total financial resources needed in
the potential stress scenario of a default by the two Clearing Members with the
largest credit exposures, and resizes the Guarantee Fund based on the test results
every quarter.

When performing the daily stress tests, CFFEX analyses the validity of the
underlying assumptions and parameters. The stress scenarios take into account the
risks arising from price fluctuations at the current level of open interest, and can
be adjusted to reflect evolving market conditions. CFFEX also uses backtesting to
compare test results with the actual historical numbers, and makes necessary
adjustments to its risk-management models and parameters in the case of major
divergences. The risk-management models are also validated after each
extraordinary market event.

Results of the stress tests are submitted to the management through an internal
reporting process. If the results indicate insufficiency of financial resources,
CFFEX may adjust the size of the Guarantee Fund, and require Clearing Members
to make additional contributions.

16



appropriate for
determining the CCP’s
required level of
default protection in
light of current and
evolving market
conditions. A CCP
should perform this
analysis of stress
testing more
frequently when the
products cleared or
markets served display
high volatility, become
less liquid, or when
the size or
concentration of
positions held by a
CCP’s participants
increases significantly.
A full validation of a
CCP’s risk-
management model
should be performed at
least annually.

Key consideration 6:
In conducting stress
testing, a CCP should
consider the effect of a
wide range of relevant
stress scenarios in
terms of both
defaulters’ positions
and possible price
changes in liquidation
periods. Scenarios
should include
relevant peak historic
price volatilities, shifts
in other market factors
such as price
determinants and yield
curves, multiple
defaults over various
time horizons,
simultaneous pressures
in funding and asset
markets, and a
spectrum of forward-
looking stress
scenarios in a variety
of extreme but
plausible market

CFFEX conducts stress tests under a wide array of stress scenarios, including
single-product and multi-product scenarios, as appropriate for each listed product.
Single-product scenarios are based on the estimated price changes of a futures
contract on the following trading day, while multi-product scenarios are based on
the estimation of combined price changes of a group of futures contracts.
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conditions.

Key consideration 7:
An FMI should
establish explicit rules
and procedures that
address fully any
credit losses it may
face as a result of any
individual or
combined default
among its participants
with respect to any of
their obligations to the
FMI. These rules and
procedures should
address how
potentially uncovered
credit losses would be
allocated, including
the repayment of any
funds an FMI may
borrow from liquidity
providers. These rules
and procedures should
also indicate the FMI’s
process to replenish
any financial resources
that the FMI may
employ during a stress
event, so that the FMI
can continue to
operate in a safe and
sound manner.

The Measures of CFFEX on Risk Control and the Detailed Clearing Rules of
CFFEX, among others, set out explicit rules and procedures of the Exchange to
address credit risk.

The Detailed Clearing Rules of CFFEX provides that in the case of a Clearing
Member default, CFFEX should use the available financial resources in the
following sequence: (1) margin of the defaulting Clearing Member; (2) securities
of the defaulting Clearing Member; (3) Guarantee Fund contributions of the
defaulting Clearing Member; (4) Guarantee Fund contributions of other Clearing
Members; (5) Risk Reserve of the Exchange; and (6) own funds of the Exchange.

CFFEX has the right to recover losses from the defaulting Clearing Member by
requiring it to make up for the value in default. CFFEX caps the amount of
additional Guarantee Fund contributions required from the non-defaulting
Clearing Members within a specified length of time to protect them from unlimited
liabilities.

Principle 5: Collateral

An FMI that requires collateral to manage its or its participants’ credit exposure should accept collateral
with low credit, liquidity, and market risks. An FMI should also set and enforce appropriately conservative
haircuts and concentration limits.

Key consideration 1:
An FMI should
generally limit the
assets it (routinely)
accepts as collateral to
those with low credit,
liquidity, and market
risks.

CFFEX accepts as margin book-entry CGBs issued in Chinese Mainland by the
Ministry of Finance of the People’s Republic of China (MOF) on account of their
low credit risk, high liquidity and price stability. The CGBs posted by Clearing
Members are subject to the Exchange’s review before being accepted.

To further reduce the credit risk and liquidity risk of CGBs accepted as margin, the
Detailed Clearing Rules of CFFEX provides that the maximum amount of margin
that can be paid with CGBs and other securities by a Clearing Member is equal to
four times (“Cash Multiplier”) the current cash balance held by the Clearing
Member in its Dedicated Settlement Account (“Multiplier-Based Cap™).

Key consideration 2:
An FMI should
establish prudent

CFFEX accepts CGBs as margin, and applies risk control mechanisms including
daily mark-to-market, haircuts, Multiplier-Based Cap and minimum face value
requirement to ensure that the value of CGBs posted by Clearing Members is
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valuation practices and
develop haircuts that
are regularly tested
and take into account
stressed market
conditions.

sufficient to meet the margin requirements.

CFFEX performs daily mark-to-market on the CGBs accepted as margin. Their
market value is based on the net price of their benchmark value on the previous
trading day, which is taken as the lowest of the valuations provided by the
depositories. The Detailed Clearing Rules of CFFEX allows the Exchange to
adjust the benchmark value of CGBs, meaning CFFEX is fully authorized to
appraise the CGBs accepted as margin at its discretion.

According to the Measures for the Administration of Futures Exchanges, the
haircut for CGBs accepted as margin is 20% minimum.

Key consideration 3:
In order to reduce the
need for procyclical
adjustments, an FMI
should establish stable
and conservative
haircuts that are
calibrated to include
periods of stressed
market conditions, to
the extent practicable
and prudent.

CFFEX accepts as margin book-entry CGBs issued in Chinese Mainland by the
MOF. Given the low credit, liquidity and market risks of CGBs, a 20% haircut is
sufficiently prudent, and effectively reduces procyclicality and the need for
frequent adjustments.

Key consideration 4:
An FMI should avoid
concentrated holdings
of certain assets where
this would
significantly impair
the ability to liquidate
such assets quickly
without significant
adverse price effects.

CFFEX accepts CGBs as margin on account of their high liquidity and limited
concentration among the market participants. CFFEX also applies the Multiplier-
Based Cap to control concentration risk.

Key consideration 5:
An FMI that accepts
cross-border collateral
should mitigate the
risks associated with
its use and ensure that
the collateral can be
used in a timely
manner.

Not applicable.

Key consideration 6:
An FMI should use a
collateral management
system that is well-
designed and
operationally flexible.

CFFEX has developed a collateral management system to automate relevant
procedures including the submission, deposit and withdrawal of CGBs as margin,
and the calculation of mark-to-market valuations, haircuts and Cash Multipliers.
To avoid “double pledge”, only CGBs without title defects are accepted as margin.

Principle 6: Margin

A CCP should cover its credit exposures to its participants for all products through an effective margin
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system that is risk-based and regularly reviewed.

Key consideration 1:
A CCP should have a
margin system that
establishes margin
levels commensurate
with the risks and
particular attributes of
each product,
portfolio, and market it
serves.

The Detailed Clearing Rules of CFFEX and the Measures of CFFEX on Risk
Control set out detailed provisions on the margin system.

Every Clearing Member is required to deposit margin into its Dedicated Settlement
Account before trading. Margin is classified as the Trading Margin and the
Settlement Reserve. Trading Margin is used to maintain existing positions and
ensure contract performance, and is proportional to the value of contracts being
held. Settlement Reserve is not used to maintain existing positions. The Exchange
collects Trading Margin from both the buyer and the seller, either as a percentage
of the value of the contracts they each hold, or in other manners designated by the
Exchange. Margin transfers and deductions are essential daily operations of
CFFEX. The timetable is explicitly set out in the rules of the Exchange. After daily
market close, Clearing Members need to pay the required margin amount based on
the settlement results. Clearing Members across all time zones must complete
settlement by the time prescribed in the rules of the Exchange.

CFFEX determines margin requirements based on the attributes, volatility and
risks of each product. The current margin requirements of CFFEX can
substantially cover the actual risks associated with individual products and
portfolios. CFFEX may adjust the Trading Margin in view of the market risk
profile, and should report to the CSRC on such adjustment.

CFFEX performs daily mark-to-market. After daily market close, the Exchange
uses the settlement price to clear all contracts held by each Clearing Member for
the profits and losses, Trading Margin, exchange fees, taxes and other expenses.
Then the Exchange makes a one-off transfer of the net receivables and payables,
and credits or debits members’ Settlement Reserve accordingly. After the
Exchange completes clearing, each Clearing Member clears trades for its clients
and Trading Members based on the same principles, and each Trading Member
then carries out clearing for its clients.

If a Clearing Member’s Settlement Reserve is negative and the Clearing Member
fails to meet the required amount before the end of the morning session on the
following trading day, its positions will be force-liquidated by the Exchange
according to the Measures of CFFEX on Risk Control.

Key consideration 2:
A CCP should have a
reliable source of
timely price data for
its margin system. A
CCP should also have
procedures and sound
valuation models for
addressing
circumstances in
which pricing data are
not readily available or
reliable.

CFFEX uses the price data from futures transactions as the data input for its margin
model and for determining the margin requirement. This is a reliable source of
data, and timeliness of the data is ensured by the highly available and secure data
collection mechanisms in CFFEX’s production systems.

The definition of the daily settlement price and the countermeasures for
unavailable or unreliable prices are set out in the Detailed Clearing Rules of
CFFEX.

Key consideration 3:
A CCP should adopt
initial margin models
and parameters that

Initial margin is named as Trading Margin at CFFEX, which is set at a fixed
percentage of contract value, based on a margin model designed to cover risk
exposures in one trading day with a minimum 99% confidence level. Volatility in
futures prices is estimated according to the historical volatilities in the futures and
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are risk-based and
generate margin
requirements sufficient
to cover its potential
future exposure to
participants in the
interval between the
last margin collection
and the close out of
positions following a
participant default.
Initial margin should
meet an established
single-tailed
confidence level of at
least 99 percent with
respect to the
estimated distribution
of future exposure. For
a CCP that calculates
margin at the portfolio
level, this requirement
applies to each
portfolio’s distribution
of future exposure. For
a CCP that calculates
margin at more-
granular levels, such
as at the subportfolio
level or by product,
the requirement must
be met for the
corresponding
distributions of future
exposure. The model
should (a) use a
conservative estimate
of the time horizons
for the effective
hedging or close out of’
the particular types of
products cleared by
the CCP (including in
stressed market
conditions), (b) have
an appropriate method
for measuring credit
exposure that accounts
for relevant product
risk factors and
portfolio effects across
products, and (¢) to the
extent practicable and
prudent, limit the need

cash markets. Close-out period is estimated based on historical data and current
market liquidity. Since both equity index and CGB futures are highly liquid,
corresponding positions can be closed out in one trading day.

Sample historical data used in the margin model mainly include extreme historical
scenarios and the latest volatility conditions in the market. Procyclicality of margin
is also considered when setting the minimum Trading Margin. Model parameters
are set in light of the adverse market impact of closing out large positions over a
short span of time.

Since CFFEX only accepts as margin cash and book-entry CGBs issued in Chinese
Mainland by the MOF, rather than assets linked to participants’ creditworthiness,
there are no specific wrong-way risks.
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for destabilising,
procyclical changes.

Key consideration 4:
A CCP should mark
participant positions to
market and collect
variation margin at
least daily to limit the
build-up of current
exposures. A CCP
should have the
authority and
operational capacity to
make intraday margin
calls and payments,
both scheduled and
unscheduled, to
participants.

CFFEX’s monitoring and calculation of mark-to-market profits and losses is
functionally equivalent to the variation margin. CFFEX performs daily mark-to-
market, calculates the profits and losses, and collects variation margin from
Clearing Members after daily settlement (i.e. scheduled additional margin). In
addition, the Detailed Clearing Rules of CFFEX provides that in view of market
risks, the Exchange may impose intraday additional margin (i.e. on an unscheduled
basis) on Clearing Members with substantial exposures, and deduct the relevant
amount from Clearing Members’ Dedicated Margin Accounts through the
FMDBs.

Key consideration 5:
In calculating margin
requirements, a CCP
may allow offsets or
reductions in required
margin across products
that it clears or
between products that
it and another CCP
clear, if the risk of one
product is significantly
and reliably correlated
with the risk of the
other product. Where
two or more CCPs are
authorised to offer
cross-margining, they
must have appropriate
safeguards and
harmonised overall
risk-management
systems.

CFFEX permits margin reduction through a form of portfolio margining called
Larger-Side Margining. To be more specific, where a client holds both long and
short positions through the same member, margin is collected solely from the side
for which a larger amount of Trading Margin is required. This rule applies to
positions either in the same product or across different products, but excludes those
physically delivered contracts held after market close on the trading day
immediately preceding the delivery month. At present, for the 2-, 5- and 10-year
CGB futures, Trading Margin is calculated and collected for the larger side across
the three products; for the CSI 300, SSE 50 and CSI 500 index futures, Larger-
Side Margining applies to each product separately.

Given the high price correlation between different CGB futures products, Larger-
Side Margining can effectively cover relevant risks.

Key consideration 6:
A CCP should analyse
and monitor its model
performance and
overall margin
coverage by
conducting rigorous
daily backtesting and
at least monthly, and
more-frequent where
appropriate, sensitivity
analysis. A CCP

Initial margin at CFFEX (known as Trading Margin) covers the risk exposures on
the following trading day with a minimum 99% confidence level. This target
confidence level has been consistently validated by backtests, and is expected to
be reliably maintained as intraday volatility is curbed due to limit up/limit down
mechanisms adopted in the stock and futures markets. At present, CFFEX has no
cross-margining arrangement with other CCPs, nor any portfolio margining across
asset classes.

CFFEX performs sensitivity analysis when setting and modifying parameters of
its margin model. The sensitivity analysis considers such factors as the parameters,
basic assumptions and stress scenarios of the margin model.
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should regularly
conduct an assessment
of the theoretical and
empirical properties of
its margin model for
all products it clears.
In conducting
sensitivity analysis of
the model’s coverage,
a CCP should take into
account a wide range
of parameters and
assumptions that
reflect possible market
conditions, including
the most-volatile
periods that have been
experienced by the
markets it serves and
extreme changes in the
correlations between
prices.

CFFEX’s current margin model has been functioning well in practice. Should the
margin model fall short of expectations, the Exchange will revise the underlying
assumptions or parameters to adjust the Trading Margin.

Key consideration 7:
A CCP should
regularly review and
validate its margin
system.

CFFEX validates its margin system, at least annually and in the case of new
product launch or major changes in market risk profile, by: (1) backtesting; (2)
examining the validity of the theoretical properties of the margin model; and (3)
examining whether the margin model incorporates the latest properties of products
and market structures. Validation results are submitted to the management or the
BOD in an assessment report. Review and approval by the BOD is required for
any substantive modification or adjustment of the margining methodology.

Principle 7: Liquidity

risk

An FMI should effectively measure, monitor, and manage its liquidity risk. An FMI should maintain
sufficient liquid resources in all relevant currencies to effect same-day and, where appropriate, intraday
and multiday settlement of payment obligations with a high degree of confidence under a wide range of
potential stress scenarios that should include, but not be limited to, the default of the participant and its
affiliates that would generate the largest aggregate liquidity obligation for the FMI in extreme but plausible

market conditions.

Key consideration 1:
An FMI should have a
robust framework to
manage its liquidity
risks from its
participants, settlement
banks, nostro agents,
custodian banks,
liquidity providers,
and other entities.

CFFEX manages the liquidity risks from Clearing Members, FMDBs and
depositories pursuant to the Detailed Clearing Rules of CFFEX and the Measures
of CFFEX on the Management of Designated Depositary Banks.

CFFEX daily monitors the liquidity conditions of Clearing Members, FMDBs and
depositories, and analyzes their liquidity risks to ensure it has sufficient liquid
resources to cover single-day and multiday settlement of payment obligations.
Moreover, CFFEX manages and effectively addresses liquidity risks by
implementing intraday, end-of-day and periodic liquidity monitoring and alerts as
well as daily mark-to-market, delivery-versus-payment (DvP) and pre-established
default resolution procedures.

Key consideration 2:
An FMI should have
effective operational

CFFEX identifies and examines fund flows through its settlement, settlement risk
control, funds deposit and withdrawal, delivery, and collateral management
systems.
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and analytical tools to
identify, measure, and
monitor its settlement
and funding flows on
an ongoing and timely
basis, including its use
of intraday liquidity.

With the settlement system, CFFEX calculates, after daily market close, the profits
and losses, margin, exchange fees, and other payables and receivables of each
Clearing Member based on the daily settlement price, and then credits or debits
their Settlement Reserve accordingly. If a Clearing Member fails to meet the
margin requirements in full, CFFEX may issue a margin call, suspend it from
opening new positions, force-liquidate its positions, and draw on its contributions
to the Guarantee Fund, among others.

With the settlement risk control system, CFFEX assesses the adequacy of Clearing
Members’ funds in real time and monitors their risks based on the mark-to-market
results. If a Clearing Member’s mark-to-market losses exceed the threshold
specified by the Exchange, CFFEX may issue a risk alert to such member through
email, phone, fax or other means.

With the funds deposit and withdrawal system, CFFEX monitors, both intraday
and end-of-day, fund deposits and withdrawals by Clearing Members and the
balance at each FMDB, ensuring that sufficient funds are available for Clearing
Members’ withdrawal requests.

With the delivery system, CFFEX monitors in real time clients’ bonds and
payments at and delivered through depositories in connection with DvP and, at the
end of each trading day, calculates the delivery quantity and payment under DvP
and ordinary delivery mode.

With the collateral management system, CFFEX manages the deposit and
withdrawal of CGBs, and calculates the mark-to-market value of CGBs accepted
as margin.

Key consideration 3:
A payment system or
SSS, including one
employing a DNS
mechanism, should
maintain sufficient
liquid resources in all
relevant currencies to
effect same-day
settlement, and where
appropriate intraday or
multiday settlement, of
payment obligations
with a high degree of
confidence under a
wide range of potential
stress scenarios that
should include, but not
be limited to, the
default of the
participant and its
affiliates that would
generate the largest
aggregate payment
obligation in extreme
but plausible market

conditions.

Not applicable.
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Key consideration 4:
A CCP should
maintain sufficient
liquid resources in all
relevant currencies to
settle securities-related
payments, make
required variation
margin payments, and
meet other payment
obligations on time
with a high degree of
confidence under a
wide range of potential
stress scenarios that
should include, but not
be limited to, the
default of the
participant and its
affiliates that would
generate the largest
aggregate payment
obligation to the CCP
in extreme but
plausible market
conditions. In addition,
a CCP that is involved
in activities with a
more-complex risk
profile or that is
systemically important
in multiple
jurisdictions should
consider maintaining
additional liquidity
resources sufficient to
cover a wider range of
potential stress
scenarios that should
include, but not be
limited to, the default
of the two participants
and their affiliates that
would generate the
largest aggregate
payment obligation to
the CCP in extreme
but plausible market
conditions.

CFFEX maintains sufficient liquid resources to timely perform its payment
obligations.

CFFEX only accepts cash in RMB or CGBs from Clearing Members as margin,
both of which are highly liquid. In addition, CFFEX employs risk control
mechanisms such as margin calls, forced liquidation and forced position reduction.
These arrangements ensure that CFFEX can fully cover its settlement obligations
as a CCP.

CFFEX assigns dedicated staff to continuously monitor its account balance at each
FMDB to ensure the sufficiency of liquid resources and to prevent liquidity risks
from FMDBs. CFFEX also assesses the banks’ credit and operational conditions
at least annually.

CFFEX conducts daily stress tests to measure and calculate the liquidity needs that
may arise from the default of the two Clearing Members with the largest exposure
in extreme but plausible market conditions, and on a quarterly basis, resizes the
Guarantee Fund based on the results of previous stress tests. CFFEX only accepts
cash payment into the Guarantee Fund. The liquid resources of CFFEX are
sufficient to cover the aggregate payment obligation from the default of the two
Clearing Members with the largest exposure.

CFFEX does not provide credit default swaps or other complex products with
potential jump-to-default price changes. CFFEX is systemically important in
Chinese Mainland.

Key consideration 5:
For the purpose of
meeting its minimum
liquid resource

Qualifying liquid resources available to CFFEX include Trading Margin,
Settlement Reserve, Guarantee Fund, Risk Reserve and the Exchange’s own funds.

The Trading Margin and the Settlement Reserve are kept in dedicated accounts at
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requirement, an FMI’s
qualifying liquid
resources in each
currency include cash
at the central bank of
issue and at
creditworthy
commercial banks,
committed lines of
credit, committed
foreign exchange
swaps, and committed
repos, as well as
highly marketable
collateral held in
custody and
investments that are
readily available and
convertible into cash
with prearranged and
highly reliable funding
arrangements, even in
extreme but plausible
market conditions. If
an FMI has access to
routine credit at the
central bank of issue,
the FMI may count
such access as part of
the minimum
requirement to the
extent it has collateral
that is eligible for
pledging to (or for
conducting other
appropriate forms of
transactions with) the
relevant central bank.
All such resources
should be available
when needed.

FMDBs. The Guarantee Fund and the Risk Reserve are deposited in large state-
owned commercial banks selected by CFFEX according to pre-determined criteria
and principles. These funds are available to CFFEX when and as needed.

Clearing Members must post or request the release of CGBs accepted as margin
within the time limit prescribed by CFFEX; and if any margin shortfall is not
eliminated in time, will be subject to position opening suspensions, forced
liquidation, and other risk resolution measures. Moreover, CFFEX caps the
amount of CGBs a member may post as margin with a predetermined Cash
Multiplier (see Key consideration 1, Principle 5), and sets haircuts to secure the
realized value of CGBs. These measures, combined with the pre-paid margin
requirements and limit up/limit down, make the disposal and realization of CGBs
highly reliable even in extreme market conditions. In general, there are no barriers
impeding CFFEX’s access to such liquid resources.

The amount of qualifying liquid resources available to CFFEX allows the
Exchange to fully meet the minimum RMB liquid resource requirement and its
payment obligations as scheduled.

Key consideration 6:
An FMI may
supplement its
qualifying liquid
resources with other
forms of liquid
resources. If the FMI
does so, then these
liquid resources should
be in the form of
assets that are likely to
be saleable or

CFFEX’s supplementary liquid resources mainly comprise lines of credit from
commercial banks.

In addition, CFFEX may, with the approval of the CSRC, increase its capital by
issuing RMB-denominated ordinary shares or other types of shares to existing
shareholders or other legal or natural persons, domestic and foreign, to meet its
operational and development needs. In light of the market risk profile, CFFEX may
adjust the collection timetable and base contribution amount of the Guarantee
Fund, and raise the amount required from any particular Clearing Member. Once
the Guarantee Fund is used, Clearing Members are required to make additional
contributions to bring its balance to the level required by CFFEX according to the
Measures of CFFEX on Risk Control. CFFEX caps the amount of additional
contributions required from the non-defaulting Clearing Members within a
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acceptable as collateral
for lines of credit,
swaps, Or repos on an
ad hoc basis following
a default, even if this
cannot be reliably
prearranged or
guaranteed in extreme
market conditions.
Even if an FMI does
not have access to
routine central bank
credit, it should still
take account of what
collateral is typically
accepted by the
relevant central bank,
as such assets may be
more likely to be
liquid in stressed
circumstances. An
FMI should not
assume the availability
of emergency central
bank credit as a part of
its liquidity plan.

specified length of time to protect them from unlimited liabilities.

CFFEX relies on and depletes its qualifying liquid resources before tapping into
the supplementary liquid resources.

Key consideration 7:
An FMI should obtain
a high degree of
confidence, through
rigorous due diligence,
that each provider of
its minimum required
qualifying liquid
resources, whether a
participant of the FMI
or an external party,
has sufficient
information to
understand and to
manage its associated
liquidity risks, and that
it has the capacity to
perform as required
under its commitment.
Where relevant to
assessing a liquidity
provider’s
performance reliability
with respect to a
particular currency, a
liquidity provider’s
potential access to

CFFEX’s main liquidity providers are commercial banks which have entered into
a Futures Margin Depository Bank Agreement or strategic agreement with CFFEX
to provide financial resources in stressed market conditions.

To ensure FMDBs can timely and reliably provide the liquid resources needed by
the Exchange, CFFEX monitors their financial status, periodically evaluates their
operational and credit conditions, and organizes funds transfer drills. FMDBs are
required by the Measures of CFFEX on the Management of Designated Depositary
Banks to submit relevant data to the Exchange and the China Futures Market
Monitoring Center (CFMMC), and cooperate with and participate in the
emergency drills and joint testing organized by the Exchange. The Exchange also
carries out liquidity drills with the FMDBs to ensure the proper and uninterrupted
functioning of those liquidity providers.

CFFEX makes sure a commercial bank that has entered into a strategic agreement
with the Exchange has sufficient information to manage its liquidity risks by
setting out both parties’ rights and obligations in the strategic agreement and by
providing it with relevant data. The partnering banks are prudently selected by the
Exchange and supervised on an ongoing basis.
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credit from the central
bank of issue may be
taken into account. An
FMI should regularly
test its procedures for
accessing its liquid
resources at a liquidity
provider.

Key consideration 8:
An FMI with access to
central bank accounts,
payment services, or
securities services
should use these
services, where
practical, to enhance
its management of
liquidity risk.

Not applicable.

Key consideration 9:
An FMI should
determine the amount
and regularly test the
sufficiency of its
liquid resources
through rigorous stress
testing. An FMI
should have clear
procedures to report
the results of its stress
tests to appropriate
decision makers at the
FMI and to use these
results to evaluate the
adequacy of and adjust
its liquidity risk-
management
framework. In
conducting stress
testing, an FMI should
consider a wide range
of relevant scenarios.
Scenarios should
include relevant peak
historic price
volatilities, shifts in
other market factors
such as price
determinants and yield
curves, multiple
defaults over various
time horizons,
simultaneous pressures
in funding and asset

The liquidity risk that CFFEX may face mainly comes from Clearing Member
default. Therefore, CFFEX conducts stress tests to measure and calculate the
liquidity needs that may arise from the default of the two Clearing Members with
the largest exposure, and on a quarterly basis, resizes the Guarantee Fund
according to the test results. Test scenarios take into account the impact of
regulatory requirements on the banks’ capacity to provide liquidity,
creditworthiness, capital adequacy, capacity to access liquid resources, and
operational soundness, among others. CFFEX evaluates the assumptions and
parameters of stress tests on both a regular and ad hoc basis, and does so more
frequently if market risks build up. Furthermore, CFFEX uses historical data to
analyze particular scenarios including peak historic price volatilities, other factors
such as price determinants and yield curves, multiple defaults over various time
horizons, simultaneous pressures in funding and asset markets, and a spectrum of
forward-looking stress scenarios in a variety of extreme but plausible market
conditions.

Additionally, CFFEX monitors the concentration of liquidity resources at FMDBs
and the banks holding the Risk Reserve.
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markets, and a
spectrum of forward-
looking stress
scenarios in a variety
of extreme but
plausible market
conditions. Scenarios
should also take into
account the design and
operation of the FMI,
include all entities that
might pose material
liquidity risks to the
FMI (such as
settlement banks,
nostro agents,
custodian banks,
liquidity providers,
and linked FMIs), and
where appropriate,
cover a multiday
period. In all cases, an
FMI should document
its supporting rationale
for, and should have
appropriate
governance
arrangements relating
to, the amount and
form of total liquid
resources it maintains.

Key consideration 10:
An FMI should
establish explicit rules
and procedures that
enable the FMI to
effect same-day and,
where appropriate,
intraday and multiday
settlement of payment
obligations on time
following any
individual or
combined default
among its participants.
These rules and
procedures should
address unforeseen
and potentially
uncovered liquidity
shortfalls and should
aim to avoid
unwinding, revoking,

The Detailed Clearing Rules of CFFEX and the Measures of CFFEX on Risk
Control provide the procedures of the Exchange in dealing with Clearing Member
default. In any case, CFFEX has sufficient resources to timely perform its
settlement and payment obligations following any individual or combined default
of the Clearing Members. In the event of unforeseen and uncovered liquidity
shortfalls, CFFEX may draw on the Risk Reserve and its own funds to meet its
obligations (see Principle 13 on participant-default rules and procedures).
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or delaying the same-
day settlement of
payment obligations.
These rules and
procedures should also
indicate the FMI’s
process to replenish
any liquidity resources
it may employ during
a stress event, so that it
can continue to
operate in a safe and
sound manner.

Principle 8: Settlement finality

An FMI should provide clear and certain final settlement, at a minimum by the end of the value date.
Where necessary or preferable, an FMI should provide final settlement intraday or in real time.

Key consideration 1:
An FMI’s rules and
procedures should
clearly define the point
at which settlement is
final.

The Detailed Clearing Rules of CFFEX and relevant business guidelines clearly
specify the time for funds deposits and withdrawals, the trading hours, the last
trading day, and the last delivery day for each product. The time at which
settlement is final is set out in the rules, guidelines and notices of CFFEX, and
published on its website.

Pursuant to the Detailed Clearing Rules of CFFEX, Clearing Members may obtain
settlement data through the Member Service System after daily settlement. In case
there is any disagreement, a Clearing Member should notify CFFEX in writing
within the specified time period. If a Clearing Member does not raise a written
objection within the specified time period, the Clearing Member is deemed as
having accepted the accuracy of the settlement data.

The Clearing Members should clear for their clients based on CFFEX’s settlement
data, and notify them of the clearing results in the manner mutually agreed upon.
Each client should then confirm the clearing results in the manner stipulated in the
futures brokerage contract. If there is a disagreement, a client should notify the
Clearing Member in writing within the time limit specified in the futures brokerage
contract, in which case, the Clearing Member should verify the results within the
agreed time limit. No objection raised by a client within the specified time limit is
deemed as confirmation of the results. Furthermore, any client’s confirmation of
the clearing results at the end of any trading day is deemed as a confirmation of all
the positions and trading and clearing results on and before that day, the
consequences of which are to be solely borne by the client. After the point at which
settlement and delivery are final, all delivery instructions are irrevocable and
should be duly executed.

CFFEX has established an information exchange system with FMDBs and
depositories to enable the transfer of cash and bonds. CFFEX has also entered into
agreements and MOUs with these institutions to expressly set out the routine
operating procedures, deadlines, the parties’ rights and obligations and emergency
procedures.

The existing legal framework in China, including the Provisions of the Supreme
People's Court on Several Issues Concerning the Trial of Futures Dispute Cases,
Regulation on the Administration of Futures Trading, Measures for the
Administration of Futures Exchanges, Measures for the Supervision and
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Administration of Futures Companies, and Rules on Risk Disposal of Securities
Companies, among other laws and regulations, provides the legal basis for
settlement finality.

In addition, the provisions of the Enterprise Bankruptcy Law on bankruptcy of
financial institutions and on the acceptance of a bankruptcy case as well as
provisions of the Measures for the Supervision and Administration of Futures
Companies on the dissolution or bankruptcy of futures companies, combined with
previous experiences involving financial institutions’ resolution of risks, give
reasonable assurance that financial institutions are generally not susceptible to
abrupt bankruptcy, which means settlement finality would not be affected by any
member’s bankruptcy.

The afore-mentioned information is publicly available on the website of CFFEX
or relevant government authorities.

Key consideration 2:
An FMI should
complete final
settlement no later
than the end of the
value date, and
preferably intraday or
in real time, to reduce
settlement risk. An
LVPS or SSS should
consider adopting
RTGS or multiple-
batch processing
during the settlement
day.

CFFEX conducts daily mark-to-market. Rules of CFFEX explicitly require final
settlement be completed before the end of each trading day. If a member’s
Settlement Reserve falls short of the amount needed for daily settlement, CFFEX
is entitled to directly deduct the relevant amount from the member’s account
through its FMDB.

CFFEX has released public guidelines, established rigorous internal procedures,
and set clear timetables for each part of the process together with the depositories,
ensuring that buyers can duly receive the bonds on the bond receipt day. In
addition, in 2017 CFFEX and the CCDC jointly unveiled DvP delivery for CGB
futures, enabling the simultaneous exchange of bonds and payments between
buyers and sellers on designated dates.

CFFEX conducts final settlement only at the end of each trading day, during which
it calculates members’ profits and losses and fees payable to the Exchange based
on their trading volume and open positions. The official settlement documents are
then sent to members for verification and clearing.

CGB futures are subject to physical delivery. Once a contract enters the delivery
month, sellers may declare the intention to make delivery on any day before the
last trading day. CFFEX then matches sellers with buyers, and organizes them to
complete delivery within the specified time period. Upon market close on the last
trading day, all remaining open positions in the contract will enter the delivery
process according to the rules of the Exchange.

CFFEX conducts settlement only once per trading day at market close. Any
member whose Settlement Reserve is less than RMB 2 million after daily
settlement is subject to margin call, and will be prohibited from opening new
positions on the following trading day if it fails to make up for the shortfall
according to the rules of the Exchange. If a member’s Settlement Reserve is below
zero after daily settlement and remains so at the end of the morning session on the
following trading day, CFFEX will force-liquidate its positions.

Key consideration 3:
An FMI should clearly
define the point after
which unsettled
payments, transfer
instructions, or other
obligations may not be
revoked by a

The Detailed Clearing Rules of CFFEX provides that after the specified time point,
no participant may unilaterally revoke any unsettled payments, transfer
instructions or other settlement obligations. Similarly, no instruction for the
delivery of CGBs may be revoked once it is accepted and confirmed.

CFFEX does not allow exceptions to or extensions beyond the prescribed cutoff
time. Any adjustment to the clearing schedule due to public holidays is duly
announced to the public.
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participant.

The above-mentioned information is clearly prescribed in the Detailed Clearing
Rules and other rules, guidelines, notices and announcements of CFFEX, and is
publicly available through its website.

Principle 9: Money settlements

An FMI should conduct its money settlements in central bank money where practical and available. If
central bank money is not used, an FMI should minimise and strictly control the credit and liquidity risk
arising from the use of commercial bank money.

Key consideration 1:
An FMI should
conduct its money
settlements in central
bank money, where
practical and available,
to avoid credit and
liquidity risks.

CFFEX conducts money settlements in renminbi (RMB).

CFFEX conducts money settlements through commercial banks. To be more
specific, money settlements between CFFEX and its Clearing Members are
conducted through the FMDBs designated by the Exchange. CFFEX maintains an
account with each designated FMDB, so that regardless of which FMDB a
Clearing Member uses, funds transfers between CFFEX and the Clearing Member
normally take place within the same bank.

Currently, all the Clearing Members of CFFEX are futures companies. As futures
companies do not hold payment accounts at the central bank, CFFEX does not
conduct money settlements in central bank money.

Key consideration 2: If]
central bank money is
not used, an FMI
should conduct its
money settlements
using a settlement
asset with little or no
credit or liquidity risk.

FMDBs are selected in accordance with the requirements and eligibility criteria set
out in the Measures of CFFEX on the Management of Designated Depositary
Banks. CFFEX assesses a bank’s credit risk by its rating, registered capital and
total assets, and its liquidity risk by its capital adequacy ratio, liquidity and debt
ratio. On the whole, the FMDBs engaged by CFFEX have low and controllable
credit and liquidity risks.

Key consideration 3: If
an FMI settles in
commercial bank
money, it should
monitor, manage, and
limit its credit and
liquidity risks arising
from the commercial
settlement banks. In
particular, an FMI
should establish and
monitor adherence to
strict criteria for its
settlement banks that
take account of,
among other things,
their regulation and
supervision,
creditworthiness,
capitalisation, access
to liquidity, and
operational reliability.
An FMI should also

Pursuant to the Measures of CFFEX on Dealing with Violations and Breaches and
the Measures of CFFEX on the Management of Designated Depositary Banks,
CFFEX supervises and inspects the business activities of FMDBs on a regular and
ad hoc basis.

The Measures of CFFEX on the Management of Designated Depositary Banks
provides that (1) in the event that an FMDB incurs a material operational risk or
loss which affects its creditworthiness, it must report the risk or loss to the
Exchange and the CFMMC within three trading days and submit a report
describing the impact of such risk or loss on its futures margin custody business
and its proposed countermeasures; (2) an FMDB should, within one month after
the end of each year, submit to the Exchange and the CFMMC a report on the
business operations, technical operations and risk management of its futures
margin custody business as well as its implementation of relevant laws,
administrative regulations, ministry-level rules and policies; (3) when the
Exchange carries out a review, an annual assessment, or where necessary,
unscheduled assessment of an FMDB’s qualification to engage in the custody of
futures margins, the FMDB is to cooperate with such reviews or assessments; and
(4) the Exchange should annually assess an FMDB to comprehensively evaluate
the timeliness, safety and accuracy of its futures margin custody business. The
assessment should at a minimum cover the bank’s qualifications, system
operations and maintenance, staffing, business operations and risk management,
and should be conducted through self-inspections, on-site inspections, rating by
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monitor and manage
the concentration of
credit and liquidity
exposures to its
commercial settlement
banks.

Clearing Members or other methods.

Furthermore, the Measures of CFFEX on the Management of Designated
Depositary Banks contains specific sanctions an FMDB may face, including
written warnings, reprimands, suspension from offering margin custody service to
new Clearing Members, suspension of all custody businesses, and disqualification
from futures margin custody business.

CFFEX monitors the account balance at each FMDB on a daily basis to ensure the
sufficiency of liquid funds, and sets concentration limits for each FMDB to avoid
the concentration of liquidity risks.

Key consideration 4: If
an FMI conducts
money settlements on
its own books, it
should minimise and
strictly control its
credit and liquidity
risks.

Not applicable.

Key consideration 5:
An FMI’s legal
agreements with any
settlement banks
should state clearly
when transfers on the
books of individual
settlement banks are
expected to occur, that
transfers are to be final
when effected, and
that funds received
should be transferable
as soon as possible, at
a minimum by the end
of the day and ideally
intraday, in order to
enable the FMI and its
participants to manage
credit and liquidity
risks.

A newly certified FMDB is required to enter into a Futures Margin Depository
Bank Agreement with CFFEX. This agreement explicitly sets out the rights and
obligations of both parties as well as the finality of funds transfers. CFFEX may
transfer the funds it receives from members between its accounts at different
commercial banks, i.e. transferring margin between its Margin Accounts at
different commercial banks and the Guarantee Fund between its Guarantee Fund
Accounts at different commercial banks.

The Measures of CFFEX on the Management of Designated Depositary Banks
provides that an FMDB should promptly process funds transfers in accordance
with the electronic transfer instructions given by the Exchange’s funds transfer
system or written transfer instructions, in particular:

(1) Amounts transferred into the Exchange’s Dedicated Settlement Account
should be credited to the Exchange’s account immediately upon receipt of
the funds, and a real-time notice containing the transfer details should be
sent to the Exchange through the funds transfer system or by fax;

For funds transfers between accounts at the same bank, the funds should
be remitted to Clearing Members’ accounts designated by the Exchange
immediately (within one hour) upon receiving the Exchange’s transfer
instruction; and

2

(3) For inter-bank funds transfers, the funds should be transferred using the
fastest method available immediately upon receiving the Exchange’s
transfer instruction, and the FMDB should ensure that the funds promptly
arrive at the bank of the receiving account designated by the Exchange or,

under special circumstances, before 16:00 on the same day.

Principle 10: Physical

deliveries

An FMI should clearly state its obligations with respect to the delivery of physical instruments or
commodities and should identify, monitor, and manage the risks associated with such physical deliveries.

Not applicable.
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Principle 11: Central securities depositories

A CSD should have appropriate rules and procedures to help ensure the integrity of securities issues and
minimise and manage the risks associated with the safekeeping and transfer of securities. A CSD should

maintain securities in an immobilised or dematerialised form for their transfer by book entry.

Not applicable.

Principle 12: Exchange-of-value settlement systems

If an FMI settles transactions that involve the settlement of two linked obligations (for example, securities
or foreign exchange transactions), it should eliminate principal risk by conditioning the final settlement of
one obligation upon the final settlement of the other.

Key consideration 1:
An FMI that is an
exchange-of-value
settlement system
should eliminate
principal risk by
ensuring that the final
settlement of one
obligation occurs if
and only if the final
settlement of the
linked obligation also
occurs, regardless of
whether the FMI
settles on a gross or
net basis and when
finality occurs.

CFFEX offers two delivery modes for CGB futures depending on the infrastructure
of the depositories, i.e. DvP and ordinary delivery mode. With DvP delivery,
sellers and buyers complete the transfer of bonds and delivery payments in one
trading day at the depository. This mode is currently supported by the CCDC and
has been functioning smoothly since launch. With the ordinary delivery mode,
CFFEX transfers the delivery payments to the seller after receiving the bonds, thus
completing the final settlement of funds. Then CFFEX transfers the received bonds
to the buyer, thus completing the final delivery of bonds. The process takes three
trading days, during which the bonds are frozen for two trading days. The bonds
are secure from third-party claims as they are frozen in CFFEX’s account.

CFFEX and the CCDC have entered into a cooperation agreement on DvP delivery
for CGB futures, which lays down the rules and procedures for the interaction
between the parties’ systems. The CCDC performs DvP delivery for and returns
delivery results to CFFEX according to its requirements.

Principle 13: Participant-default rules and procedures

An FMI should have effective and clearly defined rules and procedures to manage a participant default.
These rules and procedures should be designed to ensure that the FMI can take timely action to contain
losses and liquidity pressures and continue to meet its obligations.

Key consideration 1:
An FMI should have
default rules and
procedures that enable
the FMI to continue to
meet its obligations in
the event of a
participant default and
that address the
replenishment of
resources following a
default.

The rules of CFFEX provide clear definitions of default events as well as the
methods for identifying defaults. CFFEX adopts a tiered membership clearing
system, under which Clearing Members are participants of the clearing process
and CFFEX is responsible for handling the default of Clearing Members. There
are two forms of Clearing Member default, i.e. funds shortfall and delivery default
on CGB futures.

According to the Measures of CFFEX on Dealing with Violations and Breaches,
funds shortfall refers to the situation where after daily settlement, a Clearing
Member’s Settlement Reserve is below the minimum required amount, or the
Clearing Member fails to meet its Guarantee Fund obligations in full as required
by the Exchange. According to the Detailed Delivery Rules of CFFEX for CGB
Futures Contract, delivery default on CGB futures refers to the situation where
the buyer fails to make the delivery payment in full or the seller fails to deliver the
full amount of deliverable CGBs at the time of delivery. The Detailed Clearing
Rules of CFFEX specifies the order in which the financial resources of CFFEX are
used in the event of a default.
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CFFEX has clear rules and procedures for handling Clearing Member default.
When a default is confirmed, CFFEX can take such measures as suspending the
defaulting Clearing Member from opening new positions, force-liquidating its
positions, disposing of its securities, using the defaulting Clearing Member’s
Guarantee Fund, using other Clearing Members’ Guarantee Fund, using the Risk
Reserve of the Exchange, and using the own funds of the Exchange, among others.
CFFEX should acquire the corresponding right of recourse against the defaulting
member upon performing the contractual obligations on its behalf. CFFEX may
take such measures as requiring members and clients to file a report, giving a
verbal warning, issuing a written warning, and releasing a market-wide risk alert,
either separately or in combination, as it deems necessary.

Pursuant to the Measures of CFFEX on the Management of Designated Depositary
Banks, in the event that CFFEX requires additional liquidity to meet its settlement
obligations, FMDBs should, at the request of the Exchange, provide necessary
funding to help defuse the risks faced by the Exchange. According to the Measures
of CFFEX on Risk Control, once the Guarantee Fund is used, Clearing Members
are required to make additional contributions to bring its balance to the level
required by CFFEX according to relevant rules. CFFEX caps the amount of
additional contributions required from the non-defaulting Clearing Members
within a specified length of time to protect them from unlimited liabilities.

Key consideration 2:
An FMI should be well
prepared to implement
its default rules and
procedures, including
any appropriate
discretionary
procedures provided
for in its rules.

Based on the internal management systems and procedures, CFFEX’s
management team has created an internal scheme to clearly define the roles and
responsibilities of relevant parties in default resolution. Depending on the specifics
of a default, either the CEO or the BOD is to approve the default resolution plan.

As to the implementation of default rules and procedures, including appropriate
discretionary procedures, CFFEX maintains an open line of communication with
its shareholders through the BOD Office. In addition, CFFEX reports the daily
settlement data, including member defaults, to the CFMMC following daily
settlement.

The internal scheme for dealing with default is assessed by relevant departments
of CFFEX from time to time.

Key consideration 3:
An FMI should

publicly disclose key
aspects of its default
rules and procedures.

CFFEX’s default procedures are clearly set out in its Trading Rules, Measures on
Dealing with Violations and Breaches, Detailed Clearing Rules, Measures on Risk
Management and Detailed Delivery Rules for CGB Futures Contract, and are
publicly available on its website.

The default procedures specify (1) under what circumstances CFFEX may initiate
default procedures against a Clearing Member; (2) which departments are
responsible for implementing the specific measures; and (3) the measures
available to CFFEX under such circumstances.

Key consideration 4:
An FMI should
involve its participants
and other stakeholders
in the testing and
review of the FMI’s
default procedures,
including any close-out
procedures. Such
testing and review

CFFEX invites stakeholders to participate in default drills and comprehensively
evaluates the results at least once a year. In addition, CFFEX conducts market-
wide emergency drills on an annual basis according to the overall regulatory
arrangements.
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should be conducted at
least annually or
following material
changes to the rules
and procedures to
ensure that they are
practical and effective.

Principle 14: Segregation and portability

A CCP should have rules and procedures that enable the segregation and portability of positions of a
participant’s customers and the collateral provided to the CCP with respect to those positions.

Key consideration 1: A
CCP should, at a
minimum, have
segregation and
portability
arrangements that
effectively protect a
participant’s
customers’ positions
and related collateral
from the default or
insolvency of that
participant. If the CCP
additionally offers
protection of such
customer positions and
collateral against the
concurrent default of
the participant and a
fellow customer, the
CCP should take steps
to ensure that such
protection is effective.

CFFEX’s clearing procedures and rules provide clear arrangements for the
segregation and portability of positions, which can effectively protect client
positions and margin against member default or insolvency.

CFFEX implements a tiered membership clearing system. The Exchange clears for
Clearing Members only, and Clearing Members then clear for Trading Members
and clients. At present, members of CFFEX are all futures companies and are not
permitted to engage in proprietary trading, therefore position and margin
segregation between members and clients is not a concern. Segregation among
clients of the same member is achieved through the trading code system and the
CFMMC.

The trading code system allows CFFEX to accurately identify and separately track
each client’s positions and corresponding Trading Margin. If a Clearing Member
defaults or becomes insolvent, CFFEX can effectively protect the positions and
margin of that Clearing Member’s clients through account segregation and
portability arrangements.

The CFMMC, under the guidance of the CSRC, monitors futures margin, oversees
the implementation of CSRC rules on the safe custody of futures margin, and
promptly notifies the local branches of the CSRC on any issue that may endanger
futures margin. Futures companies report clients’ transactions and settlement data
to the CFMMC on a daily basis, and the CFMMC is responsible for monitoring
the safety of each client’s futures margin.

CFFEX offers portability services for client positions. The Exchange may transfer
the positions and the corresponding Trading Margin of a member’s clients if the
member is no longer able to engage in futures brokerage business or if the CSRC
so requires. CFFEX has conducted systematic studies on the legality and feasibility
of such position transfers, and organized comprehensive simulation tests with its
members. These portability arrangements have worked well in practice, enabling
smooth and orderly position transfers.

CFFEX has no foreign/remote participant and is therefore not directly subject to
foreign laws. The rules on segregation and portability of client positions conform
to the current legal framework in Chinese Mainland.

Key consideration 2: A
CCP should employ an
account structure that
enables it readily to
identify positions of a
participant’s customers
and to segregate

Since CFFEX’s members are currently all futures companies and are not permitted
to engage in proprietary trading, position and margin segregation between
members and clients is not a concern. Nevertheless, CFFEX rules explicitly require
a member’s proprietary accounts and funds be segregated from those of its clients,
which provides for the segregation in the event that members are permitted to
engage in both proprietary and brokerage activities in the future. At CFFEX, client
positions are separately monitored and documented. While client margin is
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related collateral. A
CCP should maintain
customer positions and
collateral in individual
customer accounts or
in omnibus customer
accounts.

commingled and collectively held in the corresponding member’s account, legally
the clients still retain the ownership to their margin. Coupled with the CFMMC’s
monitoring of positions and margin on the client level, client margin is in effect
held in a way that is operationally commingled but legally separate.

This account structure balances the ease of management, capital efficiency for the
members and protection of client assets. It also increases trading efficiency, and
enables more efficient use of funds by Clearing Members as it prevents frequent
funds transfers between client accounts. With the additional oversight from the
CFMMUC, client positions and margin are effectively protected at CFFEX both
legally and operationally.

In addition, CFFEX requires members to segregate and maintain separate ledgers
for client margin deposited in members’ Dedicated Margin Accounts. CFFEX uses
the trading code to track the positions and the corresponding Trading Margin of
each client as well as the type and quantity of securities each has posted as margin.
In other words, CFFEX does not rely on member records for such information.
CFFEX calculates clients’ Trading Margin and collects the same from members
on a gross basis, whereas the daily profits and losses, equivalent to the variation
margin, are calculated on a net basis. Client margin is monitored by the CFMMC,
which prevents the members from using the margin of one client as a guaranty for
other clients and, therefore, avoids the fellow-customer risk. Fellow-customer risk
only occurs when the Exchange implements forced liquidation, as such operation
is carried out at the member level. Since CFFEX has never found it necessary to
implement forced liquidation, the fellow-customer risk is minimum in practice.

Key consideration 3: A
CCP should structure
its portability
arrangements in a way
that makes it highly
likely that the positions
and collateral of a
defaulting participant’s
customers will be
transferred to one or
more other
participants.

According to the rules of CFFEX, if a member is no longer able to engage in
futures brokerage business or if the CSRC requires the transfer of client positions,
the member should submit a position transfer application to CFFEX for approval.
Once approved, CFFEX then proceeds to transfer the positions and Trading
Margin held by the member’s clients. The application includes statements of
consent by the transferring member, the receiving member and the affected clients,
as well as a detailed list of client positions to be transferred. The Detailed Clearing
Rules of CFFEX contains specific provisions regarding this procedure.

Key consideration 4: A
CCP should disclose
its rules, policies, and
procedures relating to
the segregation and
portability of a
participant’s
customers’ positions
and related collateral.
In particular, the CCP
should disclose
whether customer
collateral is protected
on an individual or
omnibus basis. In
addition, a CCP should

The Detailed Clearing Rules of CFFEX provides for account segregation and
portability arrangements, as well as the circumstances under which the transfer of
client positions may be restricted. For example, CFFEX may suspend such position
transfers when major risks arise in the market or in other situations where CFFEX
deems such suspension necessary. In addition, the Detailed Clearing Rules of
CFFEX specifies that CFFEX charges a processing fee based on the quantity of
positions being transferred, at the rate it sets and may adjust from time to time.
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disclose any
constraints, such as
legal or operational
constraints, that may
impair its ability to
segregate or port a
participant’s
customers’ positions
and related collateral.

Principle 15: General business risk

An FMI should identify, monitor, and manage its general business risk and hold sufficient liquid net assets
funded by equity to cover potential general business losses so that it can continue operations and services
as a going concern if those losses materialise. Further, liquid net assets should at all times be sufficient to
ensure a recovery or orderly wind-down of critical operations and services.

Key consideration 1:
An FMI should have
robust management
and control systems to
identify, monitor, and
manage general
business risks,
including losses from
poor execution of
business strategy,
negative cash flows, or
unexpected and
excessively large
operating expenses.

CFFEX has established effective internal controls to manage general business
risks.

CFFEX has developed measures for managing the custody of its own funds to
ensure their safety, compliance and liquidity. In reference to its approved annual
reports on own funds and annual budgets, CFFEX analyzes its current financial
position and develops the funds allocation plan for the next year. Through
quarterly funds reports, CFFEX monitors its cash flow and funds under custody on
an ongoing basis, and reports any key findings to the management for immediate
response.

To enhance risk monitoring, CFFEX has created financial information databases
as part of its effort to continuously optimize and upgrade its financial management
system. In addition, CFFEX engages external accounting firms to independently
evaluate its internal controls on an annual basis, and makes improvements
according to the audit results. Each year, the CFFEX Internal Audit Department
also carries out internal audits on different departments and business operations
from time to time.

The potential losses from general business risks are mainly covered by CFFEX’s
Risk Reserve and its own funds. In general, CFFEX focuses on its primary
businesses, and has a strong market presence, well-running business and sufficient
capital. Its liquid net assets are sufficient to cover at least 6 to 12 months of current
operating expenses, suggesting comparatively small potential business risks.

Key consideration 2:
An FMI should hold
liquid net assets funded
by equity (such as
common stock,
disclosed reserves, or
other retained
earnings) so that it can
continue operations
and services as a going
concern if it incurs
general business

losses. The amount of
liquid net assets funded

CFFEX holds sufficient liquid net assets funded by equity. Its existing liquid net
assets and Risk Reserve are sufficient to cover general business losses.

CFFEX determines the amount of equity-funded liquid net assets needed to cover
general business risks based on the amount of annual recurring operating expenses.
CFFEX prudently invests its own funds in accordance with regulatory
requirements and its own rules. The amount of liquid net assets it holds is sufficient
to cover the losses caused by extreme risk events, and is also sufficient to cover at
least 6 to 12 months of operating expenses.
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by equity an FMI
should hold should be
determined by its
general business risk
profile and the length
of time required to
achieve a recovery or
orderly wind-down, as
appropriate, of its
critical operations and
services if such action
is taken.

Key consideration 3:
An FMI should
maintain a viable
recovery or orderly
wind-down plan and
should hold sufficient
liquid net assets funded
by equity to implement
this plan. At a
minimum, an FMI
should hold liquid net
assets funded by equity
equal to at least six
months of current
operating expenses.
These assets are in
addition to resources
held to cover
participant defaults or
other risks covered
under the financial
resources principles.
However, equity held
under international
risk-based capital
standards can be
included where
relevant and
appropriate to avoid
duplicate capital
requirements.

The Measures for the Administration of Futures Exchanges specifies the
circumstances in which CFFEX is to be dissolved. CFFEX has also taken relevant
operational, technical and legal requirements into consideration, and is ready to
take measures to deal with such a situation.

CFFEX uses Guarantee Fund and Risk Reserve to cover exposures to Clearing
Member defaults, and uses its own funds to cover general business risks. CFFEX’s
Guarantee Fund, Risk Reserve and its own funds are managed in separate accounts
and are completely segregated from each other. CFFEX has sufficient liquid assets
funded by equity to cover at least 6 to 12 months of recurring operating expenses
and sufficient funds for extreme scenarios.

Key consideration 4:
Assets held to cover
general business risk
should be of high
quality and sufficiently
liquid in order to allow
the FMI to meet its
current and projected
operating expenses
under a range of

The equity-funded liquid assets of CFFEX consist mainly of cash and short-term
bank deposits. Bank deposits are spread across the five major state-owned banks
in China (namely the Bank of China, the Agricultural Bank of China, the Industrial
and Commercial Bank of China, the China Construction Bank, and the Bank of
Communications). These are all well-capitalized, reputable national commercial
banks with nationwide network of branches, sophisticated inter-city funds transfer
system, rigorous internal controls and professional technical staff. Those assets are
of high quality and can be converted into cash with little or no loss in value. In
terms of quality and liquidity, those assets allow CFFEX to meet its projected
operating expenses under current or extreme market conditions.
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scenarios, including in
adverse market
conditions.

Key consideration 5:
An FMI should
maintain a viable plan
for raising additional
equity should its equity
fall close to or below
the amount needed.
This plan should be
approved by the board
of directors and
updated regularly.

CFFEX has signed strategic cooperation agreements with the Agricultural Bank of
China and other financial institutions, which enables the Exchange to promptly
obtain sufficient financial support during risk events.

In addition, CFFEX may issue additional RMB-denominated ordinary shares or
other types of shares to existing shareholders or other legal or natural persons,
domestic and foreign, to meet its operational and business development needs.
CFFEX may increase its capital through public offering, private placement, bonus
issues to existing shareholders, conversion of capital reserve into share capital, or
other means.

At the end of each year, CFFEX evaluates its needs for raising additional equity
when formulating its budget, final account and funding plan, and reviews and
updates such needs in a timely manner. If additional capital is needed, CFFEX’s
Board of Directors will draw up a detailed equity-raising plan for the review and
approval by the Shareholder Meeting and the CSRC.

Principle 16: Custody and investment risks

An FMI should safeguard its own and its participants’ assets and minimise the risk of loss on and delay in
access to these assets. An FMI’s investments should be in instruments with minimal credit, market, and

liquidity risks.

Key consideration 1:
An FMI should hold its
own and its
participants’ assets at
supervised and
regulated entities that
have robust accounting
practices, safekeeping
procedures, and
internal controls that
fully protect these
assets.

CFFEX accepts CGBs as non-cash margin, and only works with depositories that
are established with the approval of the State Council and relevant regulatory
authorities. For cash margin, CFFEX currently engages 15 FMDBs, which are
selected according to the criteria set out in the Measures of CFFEX on the
Management of Designated Depositary Banks. CFFEX’s Risk Reserve and its own
funds are deposited in the five major state-owned banks (namely the Bank of
China, the Agricultural Bank of China, the Industrial and Commercial Bank of
China, the China Construction Bank, and the Bank of Communications).

The Measures of CFFEX on the Management of Designated Depositary Banks
provides that: (1) in the event that CFFEX requires additional liquidity in meeting
its settlement obligations, at the request of the Exchange, FMDBs should provide
necessary funding to help defuse the risks at the Exchange; (2) an FMDB should
refuse the request of any entity or individual to freeze, make deductions from or
transfer the funds held in the Dedicated Settlement Account of the Exchange, so
as to ensure the safety of the futures margin deposited by the Exchange, and should
promptly notify the Exchange if other institutions take measures to freeze the
Dedicated Margin Account of any Clearing Member or otherwise affect the
custody of the margin; and (3) an FMDB should, in accordance with the relevant
regulations on the safe custody of futures margin, process futures margin deposit
and withdrawal by means of bank transfers between designated accounts. In
contrast with the practices of exchanges outside Chinese Mainland, margin at
CFFEX is kept in this fully segregated system of accounts to ensure its safety and
liquidity.

As to the deposit of its own funds, CFFEX regularly evaluates the quality of
service of the banks and, in principle, stops depositing additional funds in those

offering substandard services. CFFEX spreads its deposits of own funds among
different banks, and sets a single-bank deposit cap. CFFEX also regularly reviews,
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analyzes and documents information related to its deposits.

Key consideration 2:
An FMI should have
prompt access to its
assets and the assets
provided by
participants, when
required.

CFFEX accepts CGBs as margin and can, as the pledgee, enforce against such
bonds in accordance with applicable laws, regulations, rules and memoranda of
cooperation with the depositories. As to the margin, Guarantee Fund and Risk
Reserve under custody, CFFEX, as the holder of relevant accounts, has the power
to direct the use of these funds.

With regard to the CGBs accepted as margin, CFFEX and the depositories have
formulated detailed default resolution procedures in accordance with relevant laws
and regulations, which enable the auction and disposal of CGBs according to the
instructions of the Exchange. With regard to funds under custody, the futures
margin paid by Clearing Members are deposited in bank accounts in the name of
the Exchange. The agreement between CFFEX and the FMDBs explicitly state
that CFFEX, as the owner of the deposited funds, has the power to use and dispose
of the margin.

Key consideration 3:
An FMI should
evaluate and
understand its
exposures to its
custodian banks, taking
into account the full
scope of its
relationships with

each.

CFFEX monitors the liquidity conditions of FMDBs, depositories and Clearing
Members on a daily basis, and analyzes their liquidity risks to ensure that its liquid
resources are sufficient to cover single-day and multiday settlement of payment
obligations without any liquidity shortfalls. Moreover, CFFEX manages and
effectively addresses liquidity risks by implementing intraday, end-of-day and
periodic liquidity monitoring and alert, daily mark-to-market, DvP, default
resolution and other measures.

CFFEX has selected 15 commercial banks (including 3 foreign banks) as FMDBs
in accordance with the Measures of CFFEX on the Management of Designated
Depositary Banks, and monitors and manages their credit, liquidity and operational
risks.

CFFEX uses stress tests to evaluate the liquidity adequacy of each FMDB in
extreme scenarios, and sets concentration limits to cap the credit risk of each
FMDB and prevent the risk of over-concentration.

Key consideration 4:
An FMTI’s investment
strategy should be
consistent with its
overall risk-
management strategy
and fully disclosed to
its participants, and
investments should be
secured by, or be
claims on, high-quality
obligors. These
investments should
allow for quick
liquidation with little,
if any, adverse price
effect.

CFFEX adopts prudent investment strategies. At present, CFFEX’s investments
mainly consist of bank deposits, which are not susceptible to adverse price effect
in a quick liquidation, thus ensuring the safety of the investments.

CFFEX’s bank deposits are spread across the five major state-owned banks in
China (i.e. the Bank of China, the Agricultural Bank of China, the Industrial and
Commercial Bank of China, the China Construction Bank, and the Bank of
Communications). These are all well-capitalized, reputable commercial banks
with nationwide network of branches, sophisticated inter-city funds transfer
system, rigorous internal controls and professional technical staff.

Principle 17: Operational risk

An FMI should identify the plausible sources of operational risk, both internal and external, and mitigate
their impact through the use of appropriate systems, policies, procedures, and controls. Systems should be
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designed to ensure a high degree of security and operational reliability and should have adequate, scalable
capacity. Business continuity management should aim for timely recovery of operations and fulfilment of
the FMI’s obligations, including in the event of a wide-scale or major disruption.

Key consideration 1:
An FMI should
establish a robust
operational risk-
management
framework with
appropriate systems,
policies, procedures,
and controls to
identify, monitor, and
manage operational
risks.

CFFEX’s operational risks mainly comprise: (1) IT risks including those arising
from software faults and hardware malfunctions; (2) business operational risks due
to loopholes in work procedures and protocols, and staff operational errors; and
(3) human resource risks including those caused by understaffing and lack of
professional skills.

To maintain business continuity and data integrity, CFFEX has created a risk-
management system that is aligned with its business needs as well as international
standards and practices.

(1) System design. CFFEX has developed a comprehensive system for risk
management at the exchange- and department-level as well as for specific
businesses, covering day-to-day operations and the procedures for handling
incidents and disasters. The effectiveness of the system is evaluated periodically
based on results from drills, day-to-day maintenance and reviews.

(2) Internal inspection of operational risk management regime. CFFEX (i) carries
out self-inspections, internal audits and process improvement to monitor, identify
and prevent operational risks, and to continuously strengthen risk management;
(i1) manages staff operational risks through qualification tests, specific job
trainings, operational standardization, contingency plans and supervision; and (iii)
manages human resource risks by developing HR plans, engaging independent
third party to conduct comprehensive pre-employment background checks, and
establishing effective employee training, incentive and rotation policies.

(3) Prevention of single point of failure. Each year, CFFEX’s IT team reviews the
potential single points of failure, redundancy and availability of the systems. These
reviews encompass evaluation of network configurations and architecture design,
redundancy testing and market-wide drills to ensure that the systems properly
accomplish the targets they are designed for. To date, none of CFFEX’s core
trading, clearing and surveillance systems has any known single point of failure.

(4) Business continuity plan. CFFEX has two disaster recovery data centers,
respectively located in Shanghai and Dalian. CFFEX conducts at least one
switchover drill each year, which conforms to the CSRC’s requirements on system
backup.

(5) Change management. CFFEX has developed a change-management
framework which can effectively manage the risks associated with change. Any
highly important change involving core business systems is validated in advance
in a test environment. The test report is submitted together with the change plan to
the Change Advisory Board (CAB) for review and approval before changes are
introduced to the simulation system and then the production system.

Key consideration 2:
An FMI’s board of
directors should clearly
define the roles and
responsibilities for
addressing operational
risk and should
endorse the FMI’s
operational risk-

The BOD clearly specifies the roles and responsibilities for addressing operational
risk. On such basis, CFFEX has a robust system of cross-checks and clear division
of duties among the departments, and sets risk thresholds for various operations.
Each year the Board of Directors and the BOD Executive Committee evaluate
CFFEX’s rules and policies in view of business and market developments, and
make amendments when and as necessary.

In addition, CFFEX has set up an independent audit and compliance department
which assesses internal control risks, and conducts compliance inspection and
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management
framework. Systems,
operational policies,
procedures, and
controls should be
reviewed, audited, and
tested periodically and
after significant
changes.

evaluation to ensure prudent and compliant operations.

CFFEX has established emergency response mechanisms and a steering group for
business continuity and emergency response. CFFEX has also developed business
continuity and emergency management policies at the exchange level. Moreover,
the departments involved in IT, trading, clearing and surveillance operations have
each formulated specific contingency plans based on their respective risk
exposures and the business impacts thereof, and have prepared their IT systems
and staff for potential emergencies. These departments also participate in the
industry-wide emergency drills, organized annually by the CSRC, to test the
effectiveness of their plans.

Before releasing any new system or rule, CFFEX organizes mock trading and
market-wide testing, carries out market consultation, and only greenlights the
release when feedbacks indicate that relevant operational risks have been reduced
to an acceptable level.

As CFFEX is regulated by the CSRC, its major decisions, including those related
to the risk-management framework, need to be approved by or filed with the
CSRC. External audit is performed by the National Audit Office of the People's
Republic of China, the CSRC, external ISO certification body and Shanghai
Information Security Testing Evaluation and Certification Center on a periodic or
ad hoc basis.

Key consideration 3:
An FMI should have
clearly defined
operational reliability
objectives and should
have policies in place
that are designed to
achieve those
objectives.

Aiming to maintain business continuity and data integrity, CFFEX conducts
annual security reviews on business and IT system operations. To date, all
CFFEX’s core businesses and systems have been running without a single
incident, achieving 100% safe operation.

To achieve the foregoing goal, CFFEX has committed sufficient resources to staff
training, business procedure improvements and IT system development, evidenced
by the following:

(1) Mechanisms to control staff operational risks. Critical operations are
performed by two staff, including one primary and one supporting staff,
respectively responsible for carrying out and double-checking the operations. In
addition, each operation is assigned an on-duty supervisor. The full attendance of
the staff and the supervisor is required during the whole process of the operation.
All operational staff need to pass a qualification test, take security awareness
training, and operate with proper authorization.

(2) Standardized processes. CFFEX has formulated operation manuals to set out
the standardized operating procedures, and emergency response manuals for
handling a wide range of contingencies.

(3) IT system safeguards. CFFEX has established clear standards for the planning,
design, switch, operation and improvement of IT systems, and has been planning,
implementing and operating such systems together and concurrently with the
corresponding safeguards to ensure the safety, security and stability of its IT
systems.

Key consideration 4:
An FMI should ensure
that it has scalable
capacity adequate to
handle increasing
stress volumes and to

CFFEX carries out at least one capacity assessment each year, and when building
a new data center, upgrading data center equipment or developing new
applications, evaluates the impact of business growth on system capacity and
latency to create sufficient buffer in hardware configuration, system design and
staffing to accommodate potential growth in volume.

CFFEX performs stress tests before launching a core system or implementing a
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achieve its service-
level objectives.

material change, and has exceeded the CSRC’s requirement on system processing
capacity, which is four times the peak processing power needed historically.

CFFEX reviews and analyzes the performance of its IT systems every day, and on
a weekly basis, comprehensively evaluates the factors that are straining the
systems. A more thorough analysis on system performance is carried out for
trading days with significantly higher volume.

CFFEX’s disaster recovery center in Shanghai has substantially the same
processing power as the main data center, i.e. more than four times the peak
capacity needed historically.

CFFEX maintains and tests capacity-related contingency plans, and may increase
system capacity through configuration adjustment and horizontal scaling (i.e.
adding more nodes to the systems).

Key consideration 5:
An FMI should have
comprehensive
physical and
information security
policies that address all
potential
vulnerabilities and
threats.

In accordance with relevant industry and international standards (including but not
limited to ISO/IEC 27001 — Information Security Management Systems
Requirements, and JR/T 0060-2010 — Securities and Futures Industry: Baseline
for Classified Protection of Information System), CFFEX has developed a
comprehensive approach for managing physical and information security, which
involves relevant security policies, procedures and measures to address threats to
areas with varied risk exposures including office areas, control centers and server
rooms.

CFFEX re-certifies its compliance with ISO/IEC 27001 and classified protection
of information system requirements through third party audits on an annual basis.

CFFEX has also formulated and released the CFFEX Information Security
Management Rules and its supporting documents, and has strictly observed
relevant information security protocols.

Additionally, CFFEX maintains an independent security management team in
charge of security matters at the business, data, application, system, staff and
physical levels.

As to network security, CFFEX employs a high-performance and high-reliability
network architecture, establishes connections with members via dedicated lines
which are segregated from the Internet, and exchanges data in encrypted format.
Regarding system security, CFFEX deploys heterogeneous firewalls from
different vendors for enhanced security and robustness, intrusion detection, anti-
DDoS, load balancing, access control, and other security tools and measures. The
foregoing efforts are further complemented by a central monitoring system and
24/7 operations and maintenance to fully secure CFFEX’s information systems.

Key consideration 6:
An FMI should have a
business continuity
plan that addresses
events posing a
significant risk of
disrupting operations,
including events that
could cause a wide-
scale or major
disruption. The plan
should incorporate the

CFFEX runs three data centers, including a primary data center, a same-city
disaster recovery center and a remote disaster recovery center that went live in
2016.

In reference to ISO 22301 — Business Continuity Management Systems, CFFEX
has established a set of schemes, including strategies, organizational structures,
methods, standards and procedures, for sustaining critical business operations
during disruptive events such as interruption of key operations and unavailability
of the main office area. CFFEX is also continuously building capacity in
emergency management, business continuity and IT disaster recovery.

CFFEX constantly improves its business continuity plan, and enhances its overall
disaster response capabilities. Specifically, CFFEX organizes periodic drills to
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use of a secondary site
and should be designed
to ensure that critical
information
technology (IT)
systems can resume
operations within two
hours following
disruptive events. The
plan should be
designed to enable the
FMI to complete
settlement by the end
of the day of the
disruption, even in
case of extreme
circumstances. The
FMI should regularly
test these
arrangements.

examine the completeness, viability and effectiveness of the plan, and to verify the
availability of business continuity resources. Under the current plan, it takes less
than three minutes to complete the switchover to the disaster recovery center and
resume trading, and all onsite manual operations concerning key business
functions can be resumed at the backup office area within two hours. Moreover,
CFFEX runs an active-active setup with both the primary and the disaster recovery
centers running and receiving orders in parallel. In the event that the normal course
of trading is interrupted, a switchover to the disaster recovery center may be
approved by CFFEX to ensure the integrity of order-related data. CFFEX ensures
that settlement is completed by the end of the day of such interruption, even in
extreme circumstances.

Furthermore, CFFEX’s business continuity plan includes a complete set of internal
communication and external notification procedures. During non-trading hours,
CFFEX organizes members to participate in mock trading to test system stability.
Additionally, CFFEX assesses the completeness, suitability and effectiveness of
its business continuity and emergency management systems at least annually.

Key consideration 7:
An FMI should
identify, monitor, and
manage the risks that
key participants, other
FMIs, and service and
utility providers might
pose to its operations.
In addition, an FMI
should identify,
monitor, and manage
the risks its operations
might pose to other
FMIs.

CFFEX has identified three areas that might pose risks to the operations of FMIs:
(1) vulnerabilities in the systems employed by institutions connected to CFFEX,
such as system instability and computer viruses; (2) disruption of power supplies,
telecommunications and other key operational resources; and (3) other force
majeure events. In response, CFFEX has put in place network and information
security equipment, a central monitoring system and a 24/7 operations and
maintenance team, and established contractual relationship with service providers
to prescribe the rights and obligations of the parties.

To prevent relevant risks and ensure system security, CFFEX does not outsource
trading, clearing or other key services. CFFEX has entered into agreements with
institutions that are connected to its systems, specifying that any business
conducted through CFFEX’s systems must be compliant with the laws governing
the securities, interbank and CGB futures markets as well as the internal rules of
each party. Furthermore, CFFEX maintains open lines of communication with
these institutions for the prompt resolution of potential risks.

CFFEX prevents risks of power and network interruption by systematically
monitoring communication networks, data transmission and power supplies;
building redundancy with multiple network service providers, electricity suppliers
and standby power systems; and establishing a disaster recovery system
comprising three data centers in two cities to deal with extreme circumstances.

Additionally, as required by the CSRC, CFFEX conducts on-site inspections on
members to ensure they meet the basic requirements on internal controls, risk
management and IT systems. Before launching a new data center or a major IT
system, CFFEX invites all members to participate in testing which covers data
center switchover and other extreme scenarios. CFFEX also participates in the
annual industry-wide emergency drills organized by the CSRC to practice how to
best respond to hypothetical extreme incidents that affect multiple FMIs.

Finally, to further prevent risks, CFFEX has built a full-featured monitoring
system to continuously monitor the links with other FMIs.
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Principle 18: Access and participation requirements

An FMI should have objective, risk-based, and publicly disclosed criteria for participation, which permit

fair and open access.

Key consideration 1:
An FMI should allow
for fair and open
access to its services,
including by direct
and, where relevant,
indirect participants
and other FMIs, based
on reasonable risk-
related participation
requirements.

With respect to CFFEX’s clearing business, Clearing Members are direct
participants, and Trading Members and clients are indirect participants.

Clearing Members are qualified to carry out clearing directly with CFFEX. By
scope of business, Clearing Members are classified into Trading Clearing
Members, General Clearing Members and Special Clearing Members. Trading
Clearing Members may only conduct clearing and delivery for themselves and for
their clients; General Clearing Members may conduct clearing and delivery for
themselves, for their clients, and for Trading Members with whom they have
entered into a clearing agreement; Special Clearing Members may only conduct
clearing and delivery for Trading Members with whom they have entered into a
clearing agreement. In comparison, Trading Members may only engage in futures
trading on CFFEX but are not qualified to clear trades with the Exchange.

All Members are required to meet the following eligibility criteria: (1) being an
enterprise legal person or economic organization registered in Chinese Mainland,
(2) having a good reputation and operating track record; (3) having a sound
organizational structure and financial management policies as well as robust
futures business, internal control and risk management systems; and (4) having the
professional staff, equipment, IT systems and premises necessary for its
businesses. Clearing Members need to meet additional requirements on net capital,
profitability and client equity, among others. Clients must comply with applicable
investor suitability requirements including available capital and financial literacy.

CFFEX’s eligibility criteria for Clearing Members are open and transparent. Any
entity meeting these criteria and applicable regulatory requirements may apply.
CFFEX does not impose any restriction on which jurisdiction an applicant is from,
and may, in the future, admit foreign members in line with China’s financial
opening-up once relevant regulatory requirements are loosened.

Key consideration 2:
An FMI’s participation
requirements should be
justified in terms of the
safety and efficiency
of the FMI and the
markets it serves, be
tailored to and
commensurate with the
FMTI’s specific risks,
and be publicly
disclosed. Subject to
maintaining acceptable
risk control standards,
an FMI should
endeavour to set
requirements that have
the least-restrictive
impact on access that
circumstances permit.

CFFEX classifies participants based on their risk-management capacity. Clearing
Members directly clear with the Exchange, and are required to contribute to the
Guarantee Fund and bear the default risks of the Trading Members and clients they
carry. Trading Members and clients participate in clearing through their Clearing
Members, and do not need to make contributions to the Guarantee Fund.
Requirements for participants vary as they bear different levels of risk. For
example, Clearing Members are subject to more stringent requirements in
comparison with Trading Members.

CFFEX has established its membership criteria based on safety and efficiency
considerations. Relevant requirements are set out in the Regulation on the
Administration of Futures Trading, Measures for the Administration of Futures
Exchanges, Measures of CFFEX on Membership Management, as well as other
rules which are all publicly available.

In order to comply with the rigorous access requirements prescribed by regulatory
authorities, CFFEX reviews its access criteria whenever there is a change in
relevant regulations.
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Key consideration 3:
An FMI should
monitor compliance
with its participation
requirements on an
ongoing basis and have
clearly defined and
publicly disclosed
procedures for
facilitating the
suspension and orderly
exit of a participant
that breaches, or no
longer meets, the
participation
requirements.

CFFEX monitors compliance of Clearing Members and Trading Members with
the participation requirements on an ongoing basis through on-site inspections and
requesting submission of written materials. Clearing Members and Trading
Members are also obligated to submit periodic reports to CFFEX.

If a member breaches or may potentially breach the requirements of the Exchange,
CFFEX may take the following measures against such member: (1) issuing a
verbal warning; (2) issuing a written warning; (3) requiring a cautionary interview;
(4) requiring an explanatory statement on the situation within a time limit; (5)
requiring rectification; (6) requiring participation in training; (7) requiring
periodic reporting; (8) requiring enhanced internal compliance inspections; (9)
launching special investigations; (10) requiring disciplinary actions to be taken
against relevant individuals; (11) restricting or suspending relevant business; and
(12) referring the case to the CSRC or its regional offices for further actions.

A member that no longer meets the membership criteria prescribed by CFFEX or
fails to comply with the regulations of the CSRC is required to apply for change
or termination of its membership.

Principle 19: Tiered participation arrangements

An FMI should identify, monitor, and manage the material risks to the FMI arising from tiered participation

arrangements.

Key consideration 1:
An FMI should ensure
that its rules,
procedures, and
agreements allow it to
gather basic
information about
indirect participation in
order to identify,
monitor, and manage
any material risks to
the FMI arising from
such tiered
participation
arrangements.

CFFEX collects identity, contact and account information when a client opens a
trading account. Trading Members need to provide basic information when
applying for membership, and are subject to the regular and ad hoc supervisory
inspections of CFFEX. Trading members are required to notify CFFEX within ten
trading days of any material event, including: (1) change of its legal representative;
(2) involvement in any major litigation or economic dispute; or (3) being subject
to any investigation or regulatory measure by competent authorities for a
suspected violation, or subject to any criminal, administrative or disciplinary
punishment, among others. Members are also required to promptly report to
CFFEX in the case of: (1) material business risk; (2) major technical failure; or (3)
force majeure or unexpected event that may affect the normal trading of their
clients. Moreover, CFFEX may collect information pertinent to its members from
regulators, such as through the CSRC’s FISS system.

CFFEX adopts a tiered membership clearing system to mitigate its exposure to
credit and operational risks. As clearing for Trading Members and clients is
performed by Clearing Members, the Exchange is only exposed to risks arising
directly from Clearing Members. To prevent the concentration of credit risks at
Clearing Members, CFFEX monitors the positions of members and clients, detects
risks by implementing position limit and large position reporting, and controls
risks with the Guarantee Fund.

CFFEX also implements account segregation and portability arrangements to
lessen a client’s potential exposure to fellow-customer risk arising from a member
or client default.

Key consideration 2:
An FMI should
identify material
dependencies between
direct and indirect
participants that might

CFFEX continuously examines the material dependencies between Clearing
Members as direct participants, and Trading Members and clients as indirect
participants. Such dependencies are particularly noticeable where a large financial
institution (such as a securities company) relies on a small futures company for
clearing services, as funds transfers and deliveries are conducted through the
smaller futures company. CFFEX continuously checks the capital adequacy of
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affect the FMI.

Clearing Members that provide indirect access for Trading Members and clients
to the Exchange so that the impacts arising from such material dependencies are
managed on an ongoing basis.

Key consideration 3:
An FMI should
identify indirect
participants
responsible for a
significant proportion
of transactions
processed by the FMI
and indirect
participants whose
transaction volumes or
values are large
relative to the capacity
of the direct
participants through
which they access the
FMI in order to
manage the risks
arising from these
transactions.

CFFEX has ready access to the transaction data of Trading Members and Clearing
Members, including their trading volume, trading value and open positions.
CFFEX publishes relevant data after daily market close, including the trading
volume and open positions of the Clearing Members holding 10,000 contracts or
more in the same direction (either long or short) and of the 20 most active Clearing
Members in each contract.

CFFEX enforces position limits, which set out the maximum position that a
member or client may hold. Position limits apply to the aggregate positions held
by a client through different members. If a member or client reaches or exceeds
position limits in any direction (either long or short), it is prohibited from opening
new positions in that direction.

Key consideration 4:
An FMI should
regularly review risks
arising from tiered
participation
arrangements and
should take mitigating
action when
appropriate.

The position limits for Clearing Members, Trading Members and clients are
specified by the Exchange. CFFEX monitors the positions of direct and indirect
participants in real time. If participants bring excessive exposures, CFFEX may
adjust the position limit and margin requirement to mitigate risks.

CFFEX reviews and adjusts position limit and margin standards based on market
conditions.

Principle 20: FMI links

An FMI that establishes a link with one or more FMIs should identify, monitor, and manage link-related

risks.

Key consideration 1:
Before entering into a
link arrangement and
on an ongoing basis
once the link is
established, an FMI
should identity,
monitor, and manage
all potential sources of
risk arising from the
link arrangement. Link
arrangements should
be designed such that
each FMI is able to
observe the other

CFFEX has established links with the CCDC and the CSDC.

CFFEX has executed agreements with the CCDC and the CSDC when entering
into the link arrangement, specifying that any link-related business must be
compliant with the laws governing the securities, interbank and CGB futures
markets as well as the internal rules of each party. The agreements are reviewed
by the Legal Affairs Department of CFFEX to ensure compliance and to prevent
legal risk.

In addition, CFFEX has implemented secure connection interfaces and developed
a full-featured monitoring system to continuously monitor the links with other
FMIs and to prevent risks.
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principles in this
report.

Key consideration 2: A
link should have a
well-founded legal
basis, in all relevant
jurisdictions, that
supports its design and
provides adequate
protection to the FMIs
involved in the link.

Not applicable.

Key consideration 3:
Linked CSDs should
measure, monitor, and
manage the credit and
liquidity risks arising
from each other. Any
credit extensions
between CSDs should
be covered fully with
high-quality collateral
and be subject to
limits.

Not applicable.

Key consideration 4:
Provisional transfers of
securities between
linked CSDs should be
prohibited or, at a
minimum, the
retransfer of
provisionally
transferred securities
should be prohibited
prior to the transfer
becoming final.

Not applicable.

Key consideration 5:
An investor CSD
should only establish a
link with an issuer
CSD if the
arrangement provides a
high level of protection
for the rights of the
investor CSD’s
participants.

Not applicable.

Key consideration 6:
An investor CSD that
uses an intermediary to
operate a link with an
issuer CSD should

Not applicable.
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measure, monitor, and
manage the additional
risks (including
custody, credit, legal,
and operational risks)
arising from the use of
the intermediary.

Key consideration 7:  |Not applicable.
Before entering into a
link with another CCP,
a CCP should identify
and manage the
potential spill-over
effects from the default
of the linked CCP. If a
link has three or more
CCPs, each CCP
should identify, assess,
and manage the risks
of the collective link
arrangement.

Key consideration 8:  [Not applicable.
Each CCP in a CCP
link arrangement
should be able to
cover, at least on a
daily basis, its current
and potential future
exposures to the linked
CCP and its
participants, if any,
fully with a high
degree of confidence
without reducing the
CCP’s ability to fulfil
its obligations to its
own participants at any
time.

Key consideration 9: A |Not applicable.
TR should carefully
assess the additional
operational risks
related to its links to
ensure the scalability
and reliability of IT
and related resources.

Principle 21: Efficiency and effectiveness

An FMI should be efficient and effective in meeting the requirements of its participants and the markets it
serves.
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Key consideration 1:
An FMI should be
designed to meet the
needs of its
participants and the
markets it serves, in
particular, with regard
to choice of a clearing
and settlement
arrangement; operating
structure; scope of
products cleared,
settled, or recorded;
and use of technology
and procedures.

CFFEX seeks market feedback through public consultations and seminars, and has
joined multiple international industry organizations. Information and feedback
collected through such channels are incorporated in the design of new products
and services.

CFFEX also regularly assesses its operational efficiency and fee structures, and
gauges participants’ satisfaction with its services and efficiency through surveys.
CFFEX collects participants’ feedback through hotline and other channels to better
understand their needs, and follows up on properly addressing their needs.

Key consideration 2:
An FMI should have
clearly defined goals
and objectives that are
measurable and
achievable, such as in
the areas of minimum
service levels, risk-
management
expectations, and
business priorities.

Committed to strengthening China’s socialist market economy and capital market,
CFFEX strives to facilitate the orderly trading and functioning of the financial
futures market, and protect the legitimate rights and interests of market
participants as well as public interest.

CFFEX periodically formulates strategic development plans, and on such basis,
further lays down measurable and achievable business targets with a clear order
of priority. Target achievement is reviewed and documented by the Exchange in
periodic reports.

Key consideration 3:
An FMI should have
established
mechanisms for the
regular review of its
efficiency and
effectiveness.

CFFEX continuously evaluates the efficiency and efficacy of its systems, and
regularly updates the management on the performance, operations and
maintenance of key IT systems. CFFEX also seeks market feedback and
suggestions through seminars, public consultations and industry surveys.

Principle 22: Communication procedures and standards

An FMI should use, or at a minimum accommodate, relevant internationally accepted communication
procedures and standards in order to facilitate efficient payment, clearing, settlement, and recording.

Key consideration 1:
An FMI should use, or
at a minimum
accommodate,
internationally
accepted
communication
procedures and
standards.

CFFEX adopts the Futures Trading Data (FTD) exchange protocol, a domestic
variant of the internationally accepted Financial Information eXchange (FIX)
protocol. Clearing files are exchanged through a proprietary protocol, and account
opening also relies on a proprietary protocol. These choices were made to
accommodate legacy designs and business needs. CFFEX can readily implement
protocol conversion modules to connect to internationally accepted
communication protocols.

Principle 23: Disclosure of rules, key procedures, and market data

An FMI should have

clear and comprehensive rules and procedures and should provide sufficient

information to enable participants to have an accurate understanding of the risks, fees, and other material
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costs they incur by participating in the FMI. All relevant rules and key procedures should be publicly

disclosed.

Key consideration 1:
An FMI should adopt
clear and
comprehensive rules
and procedures that are
fully disclosed to
participants. Relevant
rules and key
procedures should also
be publicly disclosed.

CFFEX publishes and disseminates its rules and notices on its website and through
the Member Service System.

Before launching a new product or service or amending its rules or procedures,
CFFEX holds special meetings with regulators and participants to ensure the rules
and procedures are sufficiently clear and complete. CFFEX also holds
informational seminars to ensure the participants can fully understand the rules
and procedures relating to its products and services so that such rules and
procedures can be properly implemented and followed.

CFFEX’s Trading Rules, Detailed Trading Rules and Measures on Dealing with
Violations and Breaches set out detailed provisions on the definition of and
measures for handling abnormal incidents.

Key consideration 2:
An FMI should
disclose clear
descriptions of the
system’s design and
operations, as well as
the FMI’s and
participants’ rights and
obligations, so that
participants can assess
the risks they would
incur by participating
in the FML.

CFFEX publicly discloses, through its website, information on the design and
operations of its systems, such as technical requirements, guidelines on the private
network for members, and system testing manuals. The Trading Rules of CFFEX
clearly sets out the rights and obligations of participants, based on which
participants can assess relevant risks they may incur.

Key consideration 3:
An FMI should
provide all necessary
and appropriate
documentation and
training to facilitate
participants’
understanding of the
FMTI’s rules and
procedures and the
risks they face from
participating in the
FMI.

CFFEX organizes various types of training for investors, members and media, on
both a regular and as-needed basis.

If a member’s behaviors indicate a lack of understanding of CFFEX’s rules,
procedures or the risks it faces from participation, CFFEX may take the following
measures against the member: (1) issuing a verbal warning; (2) issuing a written
warning; (3) requiring a cautionary interview; (4) requiring an explanatory
statement on the situation within a time limit; (5) requiring rectification; (6)
requiring participation in training; (7) requiring periodic reporting; (8) requiring
enhanced internal compliance inspections; (9) launching special investigations;
(10) requiring disciplinary actions to be taken against relevant individuals; (11)
restricting or suspending relevant business; and (12) referring the case to the
CSRC or its regional offices for further actions.

Key consideration 4:
An FMI should
publicly disclose its
fees at the level of
individual services it
offers as well as its
policies on any
available discounts.
The FMI should
provide clear
descriptions of priced

CFFEX discloses its fees for individual services on its website, and the fees for
system access through the Member Service System. Any fee adjustment is publicly
announced in advance along with the adjusted rate and the effective date. CFFEX
charges transaction fee and delivery fee based on the number of contracts. The fee
structure is clear and comparable with that of other exchanges, both domestic and
foreign, allowing easy comparison by participants.
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services for
comparability
purposes.

Key consideration 5:
An FMI should
complete regularly and
disclose publicly
responses to the CPSS-
IOSCO Disclosure
framework for
financial market
infrastructures. An
FMI also should, at a
minimum, disclose
basic data on
transaction volumes
and values.

CFFEX periodically conducts self-assessment according to the Principles for
Financial Market Infrastructures, and publicly discloses the assessment reports.
In the event of any major change in the market environment or its business design,
CFFEX re-assesses and publishes the updated results in a timely manner. Statistics
on listed products as well as information on CFFEX’s latest developments, listed
products and relevant data services, rules and regulations, and investor services
are available on CFFEX’s website.

CFFEX discloses information in Chinese through its website, Weibo, WeChat
official account and other channels. The English version of its rules and notices is
available at http://www.cffex.com.cn/en_new/zywd/flfg/.

Principle 24: Disclosure of market data by trade repositories

A TR should provide timely and accurate data to relevant authorities and the public in line with their

respective needs.

Not applicable.
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