Contents

Formulation of the Securities Law of China, the Basic Regulations
and Major Questions

Section 1 The Significance of the Securities Law in China 1

— The enactment of the Securities Law represents

a major achievement in China reform and

opening to the outside world 1
— The enactment of the Securities Law

conspicuously manifests the vitality of the

@ socialist market economy 2

— The enactment of the Securities Law is
one of the significant achievements in

Qg) Chinese legislation 2
0 - The enactment of the Securities Law provides

& a strong legal guarantee for the healthy
6{. development of China’s securities market 3
\QO Section 2 The Historical Background Against which
Q China’s Securities Law was Enacted
‘ - Government Bonds 4
~ The bond market was started and it
developed gradually 5
.\\ ~ The stock market was started and expanded 5
Q‘ — The stock exchange was established,
\\,v representing a new development in the
\Q securities market 5
— The policies and principles China has adopted
for building and developing the stock market 6

— The Company Law was enacted in which
a series of important regulations were
laid down for the securities market 6

Section 3  The Important Principles Laid Down
In The Securities Law 8

— The principle of ensuring the healthy

development of Chinese securities market 8
— The principle of openess, fairness and

equitability 8

vii




viii  Contents

Section 4

Section 5

Section 6

Section 7

~ The principle of protecting the interests
of investors

— The principle of keeping good faith and
opposing fraud

- The principle of emphasising the need
to promote the development of the securities
market and to guard against risks

— The principle of legal operation on the
basis of laws

— The principle of exercising stringent
regulation in accordance with law

- The principle of bearing legal responsibilities
by the parties at every stage in the security
activities in accordance with law

— The principle of engaging in and
administering the securities business as a
business separate from the banking, insurance
and trust businesses

— The principle of considering both the
developments at the present stage and the
possible developments in future on the basis
of the conditions in China

The Scope of Regulation Covered by the
Securities Law

Provisions in the Securities Law Governing
the Issue of Securities

The Listing System Provided for in t@
Securities Law \

*

Important Provisions in the | ties Law

Governing the trading of S ies

— Rules governing the disclosure of information

—~ Prohibition against insider trading

— Prohibition against manipulation of the market

— Prohibition against defrauding clients

—~  Special provisions against the holding,
purchasing or selling of shares

— Prohibition against speculation in shares by
State-owned enterprises

— Prohibition against fabricating and
disseminating of false information

10

10

10

11

11

16

17
18
19

19
19

20
21

22

Section 8
Section 9

Section 10
Section 11

Section 12

k]

Section 13

Section 14

¢
(gaction 15

&OQ’ Section 16
=

$
o

Contents  ix

Restrictions Against Trading Activities
By Loaning Funds or Securities to Clients

Basic Rules in the Securities Law Governing
the Takeover of Listed Companies

Provisions Governing Stock Exchanges
Provisions Governing Securities Companies

Provisions Governing Securities Registration
and Clearing

Securities Trading Service Organisations and
Relevant Intermediary Institutions

Chinese System and Rules For Securities
Regulation

The Purpose of the Chapter on Legal Liability

Main Events in the Process of Formulating
the Securities Law

— Main Events

— Major questions discussed during
examination of the drafts

— The practical work done by the
Legislative Office

Securities Law of the People’s Republic of China

22

23

25

29

30
32

34
36
38
41




R xi

E $J=i’<' 8. BEAFHENETEEREIARAEFTEGEN 90
9. EELERFL, B, FHRLEHILEE,
o3k % 52 84 % 0 90
10. APEERHL, HEEEMBEELSGEN 90
| WM REIESEAAEEE o1
hENESENGE. BEANEREEE M
kil PEESZEREXIESXITHHE 92
- FIEREESZEPERETHNEEEY 83
1. bEEEENH AR E LR R A FPEIRESE LT E 93
TEAR 83 . ) .
& A AR 84 1.  HAEEAFHAY 94
3. vHIEARGHIZPEEHELNES 2. BLIREXH 95
BREZ— 84 df\ 3. BLBATH 95
4. PEIESENHEATEIEETHOLE O 4. BLBARP 95
KBRET A A R RRE 84 d@’ 5. BEHA. ZEREORIRZ 96
& 6. AEFLEE 9
= FEIESZEHENHEE = '8%{. 7. Bk, BBEEELE 97
1. HEEE Yé& . e
3. REvuRY, AETEE g6 |
N ﬁ%i%%gi,ﬁﬁﬁ%iﬁgmﬁé o A EES R T SR R A 08
5. hEFIfERIEETHOFHLS 86 )
6. HRAAE FEETHRLT < SN ETENE 86 T XTFESRIMAE 98
S e
= hEESERRINEEEN 0 L 88 t— XFEHLTHAE 99
1. BREEFEERTHERREGRR 88 4= ETFIERBIIEENNE 101
2. BN, MF. MEKER 88
3. RPEREFANENRNY 88 = ESRSWEHAIE RN 101
4. BHEREEA, RAT%KESR 83
5. RBEATHHEREHEERRATHRN 80 I RERE S R S R E SR 102
6 . VERIVE A KR, BESEEAGEN 89
7. RERBLHEEEFEGRRM 89 +F EFiEUraEg-SHIEAE 103




xii AR

+75 HEIESZHENETETE 104 )
1. Zaua . Formulation of the Securities Law of China,
2. FRESAM—LETELAM 105 the Basic Regulations and Major Questions
3. ZEIHMNMG—BERIE 107

RiEANREMEILSE ‘ 109

The Securities Law of the People’s Republic of China, formulated against
the background of economic development and reform in China, plays an
important role in China’s economic legislation. This Law meets the
immediate need of China to develop its securities market and will have
an extensive and far-reaching impact on the Chinese economy.

- Officially adopted on 29 December 1998 by the supreme legislative
authority of China, the Standing Committee of the National People’s
Congress, the Securities Law of the People’s Republic of China went
inte.effect on 1 July 1999.

s Law cannot be overlooked if one intends to invest and participate
| (?market competition in China, because it provides the important legal
| ““basis for research in China’s socialist market economy and for the

OQ building and development of a capital market in China. This essay is
meant to introduce and analyse the significance of this Law and the
\L_ legislation process, the basic regulations laid down in this Law to govemn
O China’s securities market, and the major questions discussed and decisions
0 made during the formulation of the Law. I would like to give an
exposition of my views in the following 16 sections.

&
$§ Section 1

THE SIGNIFICANCE OF THE SECURITIES LAW IN CHINA

\S"Q The Securities Law of the People’s Republic of China has drawn wide

attention. It is of tremendous, immediate significance in that it meets
the urgent need of practical economic activities, and it will make a far-
reaching impact on China’s efforts to deepen the reform and develop
the economy, as is chiefly shown by the following.

The enactment of the Securities Law represents a major
achievement in China reform and opening to the
outside world

The policy of reform and opening to the outside world, which is suited
to Chinese conditions, is a correct policy, because it greatly accelerates
China’s modernization drive, facilitates China’s drawing on the
achievements created by human society, in the course of its development,
and promotes the development of the productive forces and progress of
all undertakings in China. Enacted as the times require, the Securities
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