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Order of the President of the People’s Republic of China

No.12

The Securities Law of the People’s Republic of China, adopted
at the 6th Meeting of the Standing Committee of the Ninth National
People’s Congress of the People’s Republic of China on December
29, 1998, is hereby promulgated and shall go into effect as of July
1, 1999.

Jiang Zemin
President of the People’s Republic of China
December 29, 1998
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. Chapter |

General Provisions

Article 1 This Law is enacted in order to standardize the is-
suing and trading of securities, protect the lawful rights and inter-
ests of investors, safeguard the economic order and public interests
of society and promote the development of the socialist market econ-
omy.

Article 2  This Law is applicable to the issuing and trading in
China of shares, corporate bonds and such other securities as are
lawfully recognized by the State Council. Where their issuing’and
trading are not covered by this Law, the provisions of the Company
Law and other 1aws and administrative regulations shall apply.

The issuing and trading of government bonds shall be separately
provided for in laws and administrative regulations.

Article 3  Securities shall be issued and traded in line with the
principles of openness, fairness and equitability.

Article 4  The parties involved in the issuing and trading of
securities shall have equal legal status and adhere to the principles of
voluntariness, compensation and good faith.

Article 5 Securities shall be issued and traded in accordance
with laws and administrative regulations. Fraudulent and insider
trading and manipulation of the securities trading market are prohib-
ited.

Article 6 Securities business shall be engaged in and adminis-
tered as a business separate from the banking business, trust busi-
ness and insurance business. Securities companies shall be estab-
lished separately from banks, trust companies and insurance compa-
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nies.

Article 7 The securities regulatory authority under the State
Council shall, in accordance with law, implement centralized and u-
nified regulation of the securities market nationwide.

The securities regulatory authority under the State Council
may, where necessary, establish offices which shall perform the reg-
ulatory functions as authorized.

Article 8 On condition that the State regulates the issuing and
trading of securities on a centralized and unified basis, a Securities
Industry Association shall, in accordance with law, be established
for self — regulation.

Article 9  The State audit authority shall, in accordance with
law and through auditing, supervise stock exchanges, securities
companies, securities registration and clearing institutions and the

securities regulatory authority.
Chapter T

Issuing of Securities

Article 10 Public offers of securities shall meet the conditions
prescribed in laws and administrative regulations and shall, in accor-
dance with law, be reported to the securities regulatory authority
under the State Counci] or the department authorized by the State
Council for verification or examination and approval. No unit or in-
dividual may make a public offer of securities if the same has not
been verified or examined and approved according to law.

Article 11 Public offers of shares sh‘éll, in compliance with
the conditions provided for in the Company Law, -be reported: to the
securities regulatory ‘authority undér the State Council for verifica-
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tion. The issuer shall submit to the said authority the application
documents prescribed in the Company Law and the relevant docu-
ments specified by the authority.

The issuing of corporate bonds shall, in compliance with the
conditions provided for in the Company Law, be reported to the de-
partment authorized by the State Council for examination and ap-
proval. The issuer shall submit to the department authorized by the
State Council the application documents prescribed in the Company
Law and the relevant documents specified by the said department.

Article 12 The formats and ways of delivery of the application
documents to be submitted by an issuer who applies, according to
law, for public offer of securities shall be prescribed by the authority
or department legally responsible for verification or examination and
approval.

Article 13 The application documents for the issuing of secu-
rities submitted by an issuer to the securities regulatory authority
under the State Council or the department authorized by the State
Council shall be truthful, accurate and complete.

Professional institutions and individuals that produce relevant
documents for the issuance of securities shall strictly perform their
statutory duties and warrant the truthfulness, accuracy and com-
pleteness of the documents that they produce.

Article 14 In the securities regulatory authority under the
State Council an issuance examination commission shall be estab-
lished to examine according to law applications for issuance of
shares. ’

The issuance examination commission shall be composed of pro-
fessionals from the securities regulatory authority under the State
Council and other relevant specialists engaged from outside the said
authority, who shall vote on applications for issuance of shares and

11



SR B 47 H AT R, SR AR

RATEBE RS0 BKE R AR RS T
YRR e 5 B M LA T, R S B

E+AEA EFRERLNETENKEEE LS
ARG ERTT B H. BRBEEYAT, KEE2
K,

SERRRBERFHHGAR, T8 5 R 0#S
BAREER ABERRTHREL OB, FARE
B 5 5 A R A T 5 2 0 G
55:3 0 |

145 B B AR O HE T X2 7 B AT S RO W, B
WA = KA BT

B+ ESRESLEETEIAREESRES
OIS RIS R E A2 HEEAH A
P B 5 AR TR M SR S 0, 724 4 15 B,

$+tk ESRTHHSHERESFH, B
B4 B o AT B MR ALSE, TERE S A TF R ATAT,
A AT RIBRIM, IO BT 15 0

12



state their opinions after examination.

The specific measures for forming the issuance examination
commission, the term of office of its members and its working pro-
cedures shall be formulated by the securities regulatory authority un-
der the State Council and submitted to the State Council for ap-
proval.

Article 15 The securities regulatory authority under the State
Council shall, in accordance with the statutory conditions, be re-
sponsible for verification of applications for issuance of shares. The
verification procedures shall be made public and shall be subject to
supervision according to law.

The persons involved in the verification of an application for is-
suance of shares may not have any interests to share with or accept
gifts from the applicant, or hold shares the application for the is-
suance of which they have verified, or have any private contact with
the applicant.

The department authorized by the State Council shall examine
and approve applications for issuance of corporate bonds by reference
to the provisions in the preceding two paragraphs.

Article 16  The securities regulatory authority under the State
Council or the department authorized by the State Council shall
make a decision on application documents for the issuing of securities
within three months from the date of acceptance of the same. If it
refuses to verify the application documents or to grant approval to
the same upon examination, it shall state its reasons.

Article 17 Once an application for issuance of securities has
been verified or approved upon examination, the issuer shall an-
nounce the public offer documents prior to the public issuing of the
securities, as prescribed in laws and administrative regulations, and
make the said documents available at the designated places for the
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public to consult.

Before information about the issuing of securities is announced
according to law, no person in the know may make public or divulge
such information.

No issuer may issue securities before announcing the public of-
fer documents.

Article 18 If the securities regulatory authority under the
State Council or the department authorized by the State Council dis-
covers that a decision it has made to verify or approve upon examina-
tion the issuing of securities does not conform to the provisions of
laws or administrative regulations, it shall revoke the decision. If
the relevant securities have not yet been issued, they shall be kept
from being issued;if they have already been issued, the holders of
the securities may require the issuer to refund their money at the is-
sue price plus bank deposit interest for the same period.

Article 19  After shares have been issued according to law, the
issuer shall itself be responsible for any change in its operation or
earnings;and the investors shall themselves be responsible for any in-
vestment risks caused by such change.

Article 20 To issue new shares, listed companies shall meet
the conditions provided for in the Company Law for the issuance of
new shares. Such shares may be issued in the form of a public offer
or be allocated as dividends to existing shareholders.

The proceeds of a share issue by a listed company shall be used
in adherence to the purpose of the funds as described in the share
prospectus. Any change in the purpose of the funds described in the
share prospectus shall be subject to approval by the shareholders’
general meeting. If a change in the purpose is made without autho-
rization and is not rectified, or if such a change is not subsequently
ratified by the shareholders’ general meeting, no new shares may be
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