Shanghai International Energy Exchange
(INE): Crude Oil Future Entry Qualification

Natural Person Legal Person of General Institution

Trading Experience Futures Trading Experience

Authorized Person for Trading of the clients

categorized as general institution shall take

knowledge text acknowledged by INE, test
result shall be no less than 80.

Clients categorized as natural person shall take
Knowledge knowledge text acknowledged by INE, test

result shall be no less than 80.

Balance of available fund in the margin
account shall be no less than 1 million RMB
or foreign currency equivalent for 5
consecutive trading days before applying for
trading code.

Balance of available fund in the margin account
shall be no less than 500,000 RMB or foreign
currency equivalent for 5 consecutive trading

days before applying for trading code.

Capital

Non-existence of circumstance which is prohibited or restricted by laws, regulations and INE

Non-undesirable Credit Record business rules

Shall provide sound futures trading
management system, which includes
trading decision system; futures trading
order, fund allocation, physical delivery and
other relevant business managing system;

In accordance with the notice of Shanghai risk control system.

International Energy Exchange
(http://www.ine.cn/chinese/) Shall provide sound information disclosure
' system, which includes the system where
account opening institution provides and
updates information regarding their
executive director of futures trading
department and related business personnel
in a timely manner.

Others



http://www.ine.cn/chinese/

Shanghai International Energy Exchange
(INE): Crude Oil Futures — Notice

1. Only RMB settlement account is applicable if domestic clients apply for trading crude oil futures.

2. Balance of funds available for client’s margin account shall be calculated in accordance with margin deposit charged by
account opening institutions. Aggregate calculation of RMB and foreign currency balance, Exchange formula between

RMB and foreign currency: Amount of Foreign Currency x the central parity of RMB exchange rate on the same day
issued by China Foreign Exchange Trading Centre x Foreign exchange discount rate

3. Foreign currency denotes foreign capital which can be used as margin deposit as stipulated by INE. Applicable foreign
currency and foreign exchange discount rate will be announced by INE separately.

4. If there are multiple authorized person for trading, all of them shall take the knowledge test.

5. Clients shall go to local sales offices for onsite paper-based knowledge test, and both Chinese and English versions of
the test is applicable for the convenience of oversea clients.




Characteristics of crude oil futures contract 1

* Exchange risk management system is Mature and effective
e Crude oil futures risk management system

 Margin requirements

* Price limit

e Position limit

e |arge trader position reporting

* Forced position liquidation

* Forced position reduction and risk warning



forced position
reduction and
risk warning

forced position
liquidation

margin
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Crude oil
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management
system

large trader
position
reporting

position limit




Characteristics of crude oil futures contract 2

USD and offshore RMB can be used as margin

oversea# NRA 4Futures & INE
company

1. Oversea participants can use USD and offshore RMB as the margin.

2. Trading loss can only made up by RMB.

3. Trading profits of oversea investors can be either UDS or RMB and can
make a swift twice a year.

4. There 1s no limit on oversea investors fund amount but on positions.

5. Managing foreign capital flows through limiting account capital flow.

6. A foreign trader cannot 1nitiate a foreign exchange purchase request which
1s unrelated to the transaction.




Characteristics of crude oil futures contract 3

SHFE

Branch of CSRC

CSRC

CFA




Characteristics of crude oil futures contract 4

Trading hedge

Inventory hedge

Arbitrage (C/oman/WTI/Brent)

Design OTC derivatives

Delivery financing, warehouse

Method of accessing China bulk




How to adapt to the demands of
Internationalization

e Risk Control: Keep strictly within the margin system. one trading
code to one account system. position limit system. oversized
Position Reporting system, etc

e Tighten the KYC procedure on foreign investors for crude oil
futures and set up regulation framework across borders.

e Set up regulation framework across borders



Overseas registration

INE intend apply oversea registration after trading rule formally
released

Apply ATS qualification in Hong Kong
APPLY RMO qualification in Singapore

Complete registration in EU and United States gradually



In terms of standard contract, 1000 barrels/lot is consistent with
International contracts.

In terms of investors’ access limit, 500,000 RMB minimum for
individuals and 1,000,000 RMB minimum for institutions. In
addition, related trading experience and risk tolerance is also
necessary.

In terms of delivery default, breach of contract system replaces
original deferred delivery system
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o HBHIBEATSHEFE (automated trading system)

o FTHNIKEIERMOZE (registered market operator)

o RIEDIAARRIGN BD FTRERSAYE
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