Guidelines of the Shanghai International Energy Exchange on Posting Government Bonds as Margin Collaterals

(September, 2021)

These Guidelines are formulated to regulate the posting of government bonds to Shanghai International Energy Exchange (INE) as margin collaterals by Members, Clients and other participants in accordance with the General Exchange Rules of the Shanghai International Energy Exchange, the Clearing Rules of the Shanghai International Energy Exchange, and other applicable rules. 
I.
Preparations

(I)
Futures Firm Members

1.
Open dedicated account and apply for eligibility at CCDC

A Futures Firm Member (FF Member) that intends to post government bonds as margin collaterals should open a dedicated account and apply for the relevant eligibility at China Central Depository & Clearing (“CCDC”). The specific requirements and procedures shall be handled in accordance with the relevant provisions of CCDC.
2.
Apply for eligibility at INE
The FF Member that intends to post government bonds as margin collaterals should apply to INE, along with the following materials, affixed with the common seal:

(1)
the INE Application Form for Using Government Bonds as Margin Collaterals (Member) (Appendix 1);

(2)
the supporting materials of the dedicated account at CCDC;

(3)
photocopies of the materials to open the dedicated account at CCDC; and

(4)
other materials required by the Exchange.

4.
Account Change/Cancelation

An FF Member whose dedicated account has been changed or canceled shall timely report such change or cancelation to the Exchange, accompanied by a CCDC Account Change/Cancelation Notice (Appendix 4) and other written materials required by the Exchange.

(II)
Non-Futures Firm Members

1.
Open bond account and apply for eligibility at CCDC

A Non-FF Member that intends to post government bonds as margin collaterals should open a bond account and apply for the relevant eligibility at CCDC. The specific requirements and procedures shall be handled in accordance with the relevant provisions of CCDC.
2.
Apply for eligibility at INE
The Non-FF Member that intends to post government bonds as margin collaterals should apply to INE, along with the following materials, affixed with the common seal:

(1)
the INE Application Form for Using Government Bonds as Margin Collaterals (Member) (Appendix 2);

(2)
the supporting materials of the bond account at CCDC;

(3)
photocopies of the materials to open the bond account at CCDC; and

(4)
other materials required by the Exchange.

3.
Account Change/Cancelation

A Non-FF Member whose bond account has been changed or canceled shall timely report such change or cancelation to the Exchange, accompanied by a CCDC Account Change/Cancelation Notice (Appendix 4) and other written materials required by the Exchange.

(III)
Clients

1.
Open bond account and apply for eligibility at CCDC

A Client that intends to post government bonds as margin collaterals should open a bond account and apply for the relevant eligibility at CCDC. The specific requirements and procedures shall be handled in accordance with the relevant provisions of CCDC.
2.
Apply for eligibility at INE
The Client that intends to post government bonds as margin collaterals should apply to INE through its carrying FF Member, along with the following materials, affixed with the common seal:

(1)
the INE Application Form for Using Government Bonds as Margin Collaterals (Client) (Appendix 3);

(2)
the supporting materials of the bond account at CCDC;

(3)
photocopies of the materials to open the bond account at CCDC; and

(4)
other materials required by the Exchange.

3.
Account Change/Cancelation

A Client whose bond account has been changed or canceled shall timely report such change or cancelation to the Exchange, accompanied by a CCDC Account Change/Cancelation Notice (Appendix 4) and other written materials required by the Exchange.

(IV)
Overseas Special Participants and Overseas Intermediaries
Overseas Special Participants(OSPs) and Overseas Intermediaries that intend to post government bonds as margin collaterals should open a bond or a dedicated account and apply for the relevant eligibility at CCDC. The specific requirements and procedures shall be handled in accordance with the relevant provisions of CCDC. Overseas Special Brokerage Participants (OSBPs) and Overseas Intermediaries should follow the guidelines as those for FF Members; Overseas Special Non-Brokerage Participants (OSNBPs) should follow the guidelines as those for Clients.
II.
Posting and Withdrawal of Government Bonds
(I)
Application
The Clients, Overseas Intermediaries and OSPs intending to post or withdraw government bonds as margin collaterals shall submit its application to the Exchange through its carrying Member.

A Member shall submit applications to the Exchange for the posting or withdrawal of government bonds through the Member Service System. The application for the posting or withdrawal of government bonds shall be submitted to the Exchange before 2:30 p.m. on each trading day.
During the continuous trading hours (the trading hours without the day trading hours), the Exchange will not accept the application for the posting or withdrawal of government bonds as margin collaterals or conduct the relevant operations.
(II)
Posting of government bond
In accordance with the application of Members, the Exchange entrust the CCDC to register the pledge of government bonds. The pledge order that an FF Member submits through CCDC’s system shall include its Member code, the relevant Client code, the Overseas Intermediary code, and the OSP code; the pledge order that a non-FF Member submits through CCDC’s system shall include its trading code and other relevant information.

(III)
Withdrawal of government bond
For a Member intending to withdraw collateralized government bonds, any shortage on margin should be compensated. The Exchange shall verify the withdraw application during the clearing of the day, and entrust the CCDC to release the government bonds, which the Members should confirm the release order through CCDC’s Collateral Management Service System. If the Member fails to confirm the order on the same day, it should submit to the Exchange a written statement before 12:00 noon of the following trading day, based on which the Exchange will re-issue the order.

III.
Bond Maturity

A government bond posted as margin collateral is no longer included in the actual available margin paid with marketable securities and is no longer accepted by the Exchange as margin collateral, starting from the daily clearing on the first trading day of the month prior to the maturity date of the government bond. After such time, if the Member fails to withdraw the bond, the Exchange may issue a release order through CCDC’s Collateral Management Service System to the Member, who should confirm it before the system closes. If the Member fails to confirm the order on the same day, it should submit to the Exchange a written statement before 12:00 noon of the following trading day, based on which the Exchange will re-issue the order.
IV.
Emergency Response

Any FF Member or non-FF Member failing to post or withdraw government bonds through the Member Service System shall complete and submit the INE Emergency Application Form for the Posting/Withdrawal of Government Bonds (Appendix 5).

V.
Fees

For government bonds posted as collateral, the fee rate is 5 basis points (annualized). Fees will be calculated based on the daily value after haircut and collected monthly. 

The Exchange may adjust the fee rate based on market conditions.
Appendix：

1. the INE Application Form for Using Government Bonds as Margin Collaterals (for Futures Firm Members only)
2. the INE Application Form for Using Government Bonds as Margin Collaterals (for non-Futures Firm Members only)
3. the INE Application Form for Using Government Bonds as Margin Collaterals (for Clients only)
4. CCDC Account Change/Cancelation Notice
5. INE Emergency Application Form for the Posting/Withdrawal of Government Bonds

Appendix 1:

INE Application Form for Using Government Bond as Margin Collateral

(for Futures Firm Members only)

	Application Date
	
	Member 

Full Name
	

	Member Code
	
	Member Short Name
	

	Dedicated Account Information
	Depository
	China Central Depository & Clearing Co., Ltd.

	
	Account Full Name
	

	
	Account Number
	

	
	Company Document 
	Business License
	Document Number
	

	Contact 1
	
	Telephone
	
	Mobile
	

	Contact 2
	
	Telephone
	
	Mobile
	

	1. We undertake to comply with the laws, regulations, and market rules governing the use of government bonds as margin collaterals.

2. We agree to post the government bonds we submit to INE as margin collateral.

3. If we fail to meet or fully meet our margin requirements, we agree that the Exchange may dispose of the relevant government bonds and use the proceeds toward meeting such requirements and related obligations.

Common Seal of Member:

Date:


	For INE Use Only

	Processed by
	
	Reviewed by
	
	Date
	


Appendix 2:
INE Application Form for Using Government Bonds as Margin Collaterals

(for non-Futures Firm Members only)

	Application Date
	
	Member 

Full Name
	

	Member Code
	
	Member Short Name
	

	Bond Account Information
	Depository
	China Central Depository & Clearing Co., Ltd.

	
	Account Full Name
	

	
	Account Number
	

	
	Company Document
	Business License
	Document Number
	

	Contact 1
	
	Telephone
	
	Mobile
	

	Contact 2
	
	Telephone
	
	Mobile
	

	1. We undertake to comply with the laws, regulations, and market rules governing the use of government bonds as margin collaterals and are willing to assume the associated responsibilities.

2. We agree to post the government bonds we submit to INE as margin collateral.

3. If we fail to meet or fully meet our margin requirements, we agree that the Exchange may dispose of the relevant government bonds and use the proceeds toward meeting such requirements and related obligations.

Common Seal of Member:

Date:


	For INE Use Only

	Processed by
	
	Reviewed by
	
	Date
	


Appendix 3:
INE Application Form for Using Government Bonds as Margin Collaterals

(for Clients only)

	Application Date
	
	Member 

Full Name
	

	Member Code
	
	Member Short Name
	

	Client Code
	
	Client Name
	

	Bond Account Information
	Depository
	China Central Depository & Clearing Co., Ltd.

	
	Account Full Name
	

	
	Account Number
	

	
	Company Document
	Business License
	Document Number
	

	Contact 1
	
	Telephone
	
	Mobile
	

	Contact 2
	
	Telephone
	
	Mobile
	

	Client’s Statement and Undertaking
	1. We authorize 




 (Member short name) to handle the posting of government bonds as margin collaterals on our behalf. We undertake that we will comply with the laws, regulations, and market rules governing the use of government bonds as margin collaterals and are willing to assume the associated responsibilities.

2. We agree to submit government bonds to 




 (Member short name) for meeting our margin requirements. If we fail to meet or fully meet our margin requirements, we agree that 




 (Member short name) may dispose of the relevant government bonds and use the proceeds toward meeting such requirements and related obligations.

3. We agree that 




 (Member short name) may submit our government bonds to the Exchange for meeting its margin requirements. If 



 (Member short name) fails to meet or fully meet its margin requirements, we agree that the Exchange may dispose of the relevant government bonds and use the proceeds toward meeting such requirements and related obligations of 




 (Member short name).

Signature or Common Seal:

Date:

	Member’s Warranty and Undertaking
	We warrant that we will handle the posting of government bonds as margin collaterals for our client in accordance with the client’s intentions, and undertake to comply with the laws, regulations, and market rules governing the use of government bonds as margin collaterals.

Common Seal of Member:

Date:


	For INE Use Only

	Processed by
	
	Reviewed by
	
	Date
	


Appendix 4:
	CCDC Account Change/Cancelation Notice 
□FF Member
□Non-FF Member
□Client

	Member Code
	　

	Member Short Name
	　

	Client Code
	

	Client Name
	

	Notice Matter 

	　□Account Change
　□Account Cancellation

	Account Change

	Original Account Information: 

	New Account Information:

	Account Cancellation

	Full Name of Cancelled Account: 

	Number of Cancelled Account: 

	Reason(s) for Cancellation: 

	Common Seal of Member:

Processed by: 
Contact Information: 
Date:


	For INE Use Only

	Processed by
	
	Reviewed by
	
	Date
	


Appendix 5:
INE Emergency Application Form for the Posting/Withdrawal of Government Bonds 

To Shanghai International Energy Exchange:
Since we have problems in posting and withdrawing government bonds through the Member Service System, we hereby apply to use emergency channels. We warrant that the information contained in this Application is true, accurate, complete, and valid.

	Application Date
	
	Member Code
	
	Member Short Name
	

	Handled by
	
	Telephone
	

	□Applying for Posting
	□Applying for Withdrawal

	To be filled out by an FF Member:

	Client Code
	
	Client Full Name
	

	To be filled out by a non-FF Member:

	Trading Code
	
	Member Full Name
	

	Account Information of Depository:

	Depository
	China Central Depository & Clearing Co., Ltd.

	Account Full Name
	

	Account Number
	

	Full Name of Government Bond
	Code of Government Bond
	Face Value

(in ¥10,000)
	Maturity Date
	Order Code of CCDC’s System (if applicable)

	(more lines can be added as necessary)
	
	
	
	

	
	
	
	
	

	Signature or Seal of the Processor: 
Signature or Seal of the Reviewer:

Telephone: 
Telephone:

Common Seal of Member:

Date:


	For INE Use Only

	Processed by
	
	Reviewed by
	
	Date
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