
Annex 1

Revision Notes

To improve the administration of accounts involving actual control relationship, the Shanghai International Energy Exchange (the “Exchange”) proposes to revise the Administration of Accounts Involving Actual Control Relationship Rules of Shanghai International Energy Exchange (the “Rules”) as follows:
First, new grounds are introduced for establishing an actual control relationship. Item (7) is added to Article 5 of the Rules to clarify that by the principle of “substance over form,” a person shall be deemed to have actual control over the futures account of another person during futures trading if the first person has identical trading behaviors with the latter person and either person provides futures trading funds to the other person, or the first person has identical trading behaviors and trading terminal information with the latter person.
Second, the inquiry procedures for accounts suspected of involving actual control relationship are improved. Article 10 of the Rules is amended to clarify that, depending on the type of account holder, the Exchange shall conduct inquiries through an FF Member, OSBP, or directly with a Non-FF Member or OSNBP.
Third, the handling procedures after denial of an actual control relationship are improved. Article 11 of the Rules is amended to clarify that if a Client denies the existence of an actual control relationship, the Client shall, in addition to signing the Compliance Statement and Undertaking Letter, submit “written explanations.” It further clarifies that “if the facts and reasons given are inadequate and through investigation the Exchange determines that the criteria for determining an actual control relationship are met, the Exchange will require the Non-FF Member, OSNBP or Client to make account filing,” that “if the Non-FF Member, OSNBP or Client fails to complete the filing within the prescribed time, the Exchange may determine, in accordance with these Actual Control Account Rules, that an actual control relationship exists,” and that “if, after investigation, the Exchange is temporarily unable to determine whether the criteria for determining an actual control relationship are met, the Exchange may include the Non-FF Member, OSNBP or Client into its watch list.”
Fourth, the wording of the Rules is optimized to be consistent with both higher-level and supporting rules. In Article 12 of the Rules, the circumstances and measures for taking action against Non-FF Members, OSNBPs, and Clients are adjusted in accordance with the wording of the Trading Rules of the Shanghai International Energy Exchange and the Enforcement Rules of the Shanghai International Energy Exchange. In Article 14 of the Rules, the wording is adjusted in accordance with the Measures for the Administration of Futures Exchanges of the China Securities Regulatory Commission to clarify that the Exchange shall consider the order placement and cancellation by a group of accounts involving actual control relationship on an aggregate basis when enforcing “large trader position reporting” and other relevant rules. 
Fifth, the coordination with the Enforcement Rules of the Shanghai International Energy Exchange is strengthened. A new article is added to the Rules to clarify that where the Rules are violated, the Exchange may handle the violation in accordance with the Enforcement Rules of the Shanghai International Energy Exchange.
[bookmark: _GoBack]Sixth, other wording adjustments are made. These include: clarifying the definition of “Account Opening Institutions” (FF Members, OSBPs, and Overseas Intermediaries are collectively referred to as Account Opening Institutions); adjusting the full name and abbreviation of China Futures Market Monitoring Center Co., Ltd. (in Chinese); maintaining consistent ordering of “Non-FF Members, OSNBPs, and Clients” across all provisions; updating the revision records; and deleting the Annex: Compliance Statement and Undertaking (which will be separately released on the official website of the Exchange.
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