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Regulatory Standards and Handling Procedures for the Measures for Administration of Abnormal Trading of Dalian Commodity Exchange (For Trial Implementation)
(Amended in accordance with the Notice on Revising the Relevant Rules about Time of Forced Position Liquidation (DCE (2018) No. 154) issued on April 17, 2018, and the amendment has come into force since April 19, 2018.) 
The regulatory standards of and handling procedures for the abnormal trading activities listed in Article 6 of the Measures for Administration of Abnormal Trading of Dalian Commodity Exchange (For Trial Implementation) are prescribed below for the purposes of strengthening regulation of abnormal trading activities in the futures market and exerting the Futures Company Members' function of managing the clients' trading activities:
I. Regulatory Standards and Handling Procedures for Self-Trade, Frequent Submission and Cancellation of Orders, Cancellation of Large-amount Orders
(I) Regulatory Standards
1. Five (5) or more self-trades in the same contract on a single day by a client or Non-Futures Company Member, shall constitute the abnormal trading behavior of "multiple trades between one's own accounts by acting as its own counterparty("self-trade")". 

2. Five hundred (500) or more times of order cancellations in the same contract on a single day by a client or Non-Futures Company Member, shall constitute the abnormal trading behavior of "frequent submission and cancellation of orders".
3. Four hundred (400) or more times of order cancellations in the same contract on a single day by a client or Non-Futures Company Member, with the lots of a single cancelled order exceeding eighty percent (80%) of the largest order placed under this contract, shall constitute the abnormal trading behavior of "cancellation of large-amount orders".
4. When calculating the times of self-trade, frequent submission and cancellation of orders and cancellation of large-amount orders by a client or Non-Futures Company Member, the order cancellation and self-trade arising out of the market orders, stop-loss (profit) orders, spread orders, fill or kill ("FOK") orders and fill and kill ("FAK") orders will not be counted. 
The self-trading, frequent submission and cancellation of orders and cancellation of large-amount orders resulting from the arbitrage trading and hedge trading will not be deemed as abnormal trading behaviors.
The frequent submission and cancellation of orders resulting from market making for options will not be deemed as abnormal trading behaviors.
5. In case the self-trade, frequent submission and cancellation of orders or cancellation of large-amount of orders by a client or Non-Futures Company Member in multiple futures or option contracts on a single day has reached the regulatory standards prescribed by the Exchange, the same kind of abnormal trading behavior in relation to all these futures contracts or all these option contracts will be deemed as a single occurrence of that abnormal trading behavior respectively.
The Exchange shall make statistics for and handle self-trade, frequent submission and cancellation of orders and cancellation of large-amount orders in respect of the futures and those of option contracts separately. 
6. The Exchange shall calculate the self-trade, frequent submission and cancellation of orders, cancellation of large-amount orders and other abnormal trading behaviors of the accounts with actual control relationship on a consolidated basis, the regulatory standards for which are the same as those for clients and Non-Futures Company Members.
(II) Handling Procedures

1. Handling procedures for self-trade, frequent submission and cancellation of orders and cancellation of large-amount orders conducted by clients
Where the self-trade, frequent submission and cancellation of orders or cancellation of large-amount orders conducted by a client reaches the regulatory standards for the first time, the Exchange will alert the chief risk officer of the client's Futures Company Member via telephone on the very day on which the client reaches the regulatory standards. If the client conducts such behaviors for the second time, the Exchange will add the client to the list of key regulatory targets and notify its Futures Company Member. If the client conducts such behaviors for the third time, the Exchange will, after market close on that very day, suspend the client from opening new positions for no less than one (1) month.
2. Handling procedures for self-trade, frequent submission and cancellation of orders and cancellation of large-amount orders conducted by Non-Futures Company Members
Where the self-trade, frequent submission and cancellation of orders or cancellation of large-amount orders conducted by a Non-Futures Company Member reaches the regulatory standards for the first time, the Exchange will alert its designated contact person via telephone on the very day on which the client reaches the regulatory standards. If the Non-Futures Company Member conducts such behaviors for the second time, the Exchange will arrange for regulatory talk with its senior management personnel. If the Non-Futures Company Member conducts such behaviors for the third time, the Exchange will suspend it from opening new positions for no less than three (3) months.
3. Handling procedures for self-trade, frequent submission and cancellation of orders and cancellation of large-amount orders conducted by holders of a group of accounts with actual control relationship
In case the self-trade, frequent submission and cancellation of orders or cancellation of large-amount orders occurred in a group of clients' accounts with actual control relationship meets the regulatory standards, the Exchange will take actions against the group of accounts as prescribed in this Paragraph (II) (1).
In case the self-trade, frequent submission and cancellation of orders or cancellation of large-amount orders occurred in a group of accounts with actual control relationship containing Non-Futures Company Member(s) meets the regulatory standards, the Exchange will take actions against the group of accounts as prescribed in this Paragraph (II) (2).
II. Regulatory Standards and Handling Procedures for Position Over-Limit of Account Groups with Actual Control Relationship
(I) Regulatory Standards
The regulatory standards for account groups with actual control relationship are subject to the Notice Concerning Regulatory Standards for Account Groups with Actual Control Relationship Under the Measures for Administration of Abnormal Trading of Dalian Commodity Exchange (For Trial Implementation). 
The Exchange shall calculate the positions held by a group of accounts with actual control relationship on a consolidated basis.
In case a group of accounts with actual control relationship meets the regulatory standards for position over-limit prescribed by the Exchange in multiple futures or option contracts on a single day, the combined position over-limit in all these futures or all these option contracts respectively will be deemed as a single occurrence of position over-limit. All option contracts derived from the same futures contract will be deemed as a series of option contract.
(II) Handling Procedures
1. Handling procedures for position over-limit occurred in a group of clients' accounts with actual control relationship
(1) In case a group of clients have been identified by the Exchange to be the accounts with actual control relationship and the aggregated positions held by them have exceeded the position limit prescribed by the Exchange ("position over-limit"), the Exchange will notify the chief risk officer of the clients' Member(s) and order the clients to liquidate their positions after market close on the same day. If the clients have not liquidated their positions upon the second session of the immediately following day, the Exchange will implement forced liquidation against the clients until the positions held by them fall back within the position limit prescribed by the Exchange, and the Exchange will additionally suspend the group of clients with actual control relationship identified by the Exchange from opening new positions for no less than one (1) month after market close on the very day of the forced liquidation.
(2) In addition to the handling provided in the immediately preceding paragraph, the Exchange will add the group of accounts with actual control relationship to the list of key regulatory target for the first occurrence of position over-limit in a group of accounts with actual control relationship, restrict the group of accounts with actual control relationship from opening new positions for no less than ten (10) trading days starting from the second day following the position over-limit day for the second occurrence, and limit the group of accounts with actual control relationship from opening new positions for no less than six (6) months starting from the second day in case of a third occurrence.
2. In case a group of accounts with actual control relationship are deemed to have the abnormal trading behavior of position over-limit at daily clearing in a futures contract or a series of options contract, such accounts may be exempted from the regulatory actions set forth in this Paragraph (II) 1 (2), provided that the position of such futures contract or options contract does not exceed the Exchange's position limit at daily clearing of the immediately preceding trading day.  Where a group of accounts with actual control relationship having been implemented forced position liquidation continuously hold over-limit position limit on the same day of forced liquidation in respect of the same futures contract or the same series of options contracts in the same direction of position, such accounts may be exempted from the regulatory actions set forth in this Paragraph (II) 1 (2), provided that such group of accounts with actual control relationship do not increase their positions in respect of such futures contract or series of options contract in the same direction on the same day.

3. Position over-limit by a group of accounts with actual control relationship containing Non-Futures Company Member(s) shall be handled in accordance with these Paragraphs (II) 1 and (II) 2.
4. Implementation of forced position liquidation against account groups with actual control relationship shall be subject to other applicable rules of the Exchange concerning forced position liquidation.

III. Handling Procedures for the Clients' Futures Company Members with respect to Abnormal Trading Activities of Clients
(I) Handling Procedures
In case a client's abnormal trading behaviors that have met the regulatory standards take place through the same Member, the Exchange will alert such Member via phone. If such behaviors as self-trade, frequent submission and cancellation of orders, or cancellation of large-amount orders of a client take place through different Members, the Exchange will, on the basis of classification of the abnormal trading behaviors, make phone alerts to the Members through which the highest number of each such type of abnormal trading behaviors takes place. For position over-limit by a group of accounts with actual control relationship, the Exchange will make phone alerts to the Member of the client holding the largest share of the positions.
The Member shall forward the Exchange's alerts to the clients promptly, and educate, guide, dissuade and stop the clients.
(II) Regulatory Actions
1. If a Member fails to perform its duties to notify, educate, guide, dissuade and stop its clients as required by the Exchange, the Exchange may, depending on the severity of the circumstance, take such regulatory actions as alerts, regulatory talk, issuance of a regulatory warning letter or otherwise, as the case may be.

2. In case a Member has been issued two regulatory warning letters due to its failure to perform the relevant duties, the Exchange will issue a regulatory opinion letter for its third failure and request for down-grade of the Member's classified regulatory scores.

The Exchange will modify and publish the regulatory standards and handling procedures for the relevant abnormal trading based on market changes and regulatory requirements.
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