Appendix 1

Revision Explanation
To further open up China’s futures market with high standard, and improve the ability of the futures market to serve economic development, Shanghai International Energy Exchange (hereinafter referred to as “INE”) is making its first attempt and exploration to expand the delivery service of China's futures market globally, starting with innovative arrangements on delivery storage facilities and adjustment of premiums and discounts. As such, INE plans to revise its Delivery Rules, and has drafted the Group Delivery Management Rules, and the Guidelines on Take-Delivery of Low Sulfur Fuel Oil Futures Overseas for public consultation.
I．Background
As the global dynamic becomes increasingly complex after the Covid-19 and the two-way opening up requires more efficiency and depth, it’s fairly urgent to shift the delivery service of China's commodity futures market from “bringing in” to “going global”. As another international futures product open to overseas investors, low sulfur fuel oil futures was successfully listed on INE in June 2020, also a big step in the opening up of China's futures market.
Currently, the growing scale of China's low sulfur fuel oil bonded marine fuel market provides a valuable opportunity for INE to serve global investors. In the context of globalization, multinational corporations have global trade network and allocation capabilities, thus are capable of managing both domestic factories and overseas commodity storage facilities collectively. By combining the group delivery business of multinational corporations and the rules on the factory of trading houses, INE innovatively introduces overseas commodity storage facilities to offer convenience for overseas investors to take delivery overseas, and clarifies the use of INE futures price as the benchmark price for spot trade, thus promoting the connection between futures and spot trade.
II． Main contents

(I) Amendment of the Delivery Rules of the Shanghai International Energy Exchange
The amendment of the Delivery Rules provides the basis for the group delivery business and the factories of trading houses. Meanwhile, the relevant contents of Chapter 5 (Factory Delivery) and Chapter 11 (Delivery of Low Sulfur Fuel Oil Futures Contract) have been revised, according to the factory delivery requirements of the low sulfur fuel oil futures. 
(II)  Drafting of the Group Delivery Management Rules of the Shanghai International Energy Exchange
These rules consist of seven chapters, including general provisions, qualifications, application materials, procedures for establishment, business management, overseas take-delivery and miscellaneous provisions, with a total of 33 articles.

1. The general provision defines the main body and content of group delivery business
Upon approval of the Exchange, one or more Designated Delivery Storage Facilities and their associated parties may provide group delivery business such as standard warrants and inter-city take-delivery for certain futures commodity through group management, operation, and cooperation. The organization performing management functions for the group (the “Group Delivery Center”) shall supervise and manage all group members including Designated Delivery Storage Facilities such as warehouses and factories as well as Designated Commodity Storage Facilities (“Commodity Storage Facilities”).
2. The qualification and application materials of Group Delivery Center and Commodity Storage Facilities
A Group Delivery Center shall have operated for two (2) years with a registered capital and net assets of no less than RMB one hundred million (¥100,000,000) or equivalent foreign currency; a Commodity Storage Facility shall have a registered capital and net assets of no less than RMB five million (¥5,000,000) or equivalent foreign currency; the Designated Delivery Storage Facilities such as warehouses and factories shall meet the requirements of the Delivery Rules of Shanghai International Energy Exchange, which are consistent with the conditions of other Designated Delivery Storage Facilities.

3. The positioning of the general head of the Group Delivery Center and the domestic person in charge in China  
The Group Delivery Center shall be responsible for applying for the group delivery business, and select group members and undertake relevant responsibilities under standard warrant business, offering guarantee for the development of the group delivery business. The Group Delivery Center provides guidance price for premiums and discounts as well as coordination of the Designated Delivery Storage Facilities and Commodity Storage Facilities.

4. The process and responsibilities of overseas take-delivery
The holder of the standard warrant can, based on its own intention and its qualification for taking delivery overseas and through the group commodity business provided by the group to which the warehouses and factories belong, then upon agreement, take delivery overseas as agreed, and the domestic delivery storage facility shall repurchase the standard warrant and assist in coordinating with the Overseas Commodity Storage Facilities. The customer and the Overseas Commodity Storage Facilities shall sign sales contracts with the same amount of commodities as indicated in the standard warrant and use the futures price to take delivery overseas. The overseas businesses shall be conducted in accordance with the overseas contract. Where there is no reached consensus on taking delivery overseas, the standard warrant will not be transferred and the owner will remain unchanged.
(III) Drafted Guidelines on Take-Delivery of Low Sulfur Fuel Oil Futures Overseas of the Shanghai International Energy Exchange
After factory delivery is added as one of the delivery modes of the low sulfur fuel oil futures, we plan to use the factory standard warrants in the pilot of taking delivery overseas. The holders of factory standard warrants can, based on its own intention and their qualifications of taking delivery overseas, take delivery overseas as agreed. This guidelines clarifies the process of taking delivery overseas, which comprises domestic services and overseas services. The former include, among others, submitting an application for taking delivery overseas, confirming the application, agreeing on taking delivery overseas, transferring factory standard warrants, and making payment for the transfer. The latter include, among others, paying performance guarantee for taking delivery overseas, signing overseas sales contract, taking delivery overseas, quality and quantity inspection and acceptance, verifying documents, and making payment.
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