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To the Legal Affairs Department of the People’s Bank of China®("PBOC")
B PEARBITRER(“RIT”)

Consultation Draft of the Financial Stability Law of the People's Republic of China
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On behalf of its members, the Asia Securities Industry & Financial Markets Association ("ASIFMA")? is
pleased to submit to the PBOC Legal Affairs Department our comments and suggestions on the Consultation
Draft of the Financial Stability Law of the People's Republic of China ("Draft Law", and after the formal
promulgation, "Law") published on PBOC's website>.

' The "PRC" or "China", for the sole purpose of this letter, excluding Hong Kong, Macau and Taiwan.

PONAREZ B, “HE” —a A OREFERRATBIX . R TBX S S .

° ASIFMA is an independent, regional trade association with over 165 member firms comprising a diverse range of leading financial institutions from
both the buy and sell side, including banks, asset managers, law firms and market infrastructure service providers. Together, we harness the shared
interests of the financial industry to promote the development of liquid, deep and broad capital markets in Asia. ASIFMA advocates stable, innovative,
competitive and efficient Asian capital markets that are necessary to support the region’s economic growth. We drive consensus, advocate solutions
and effect change around key issues through the collective strength and clarity of one industry voice. Our many initiatives include consultations with
regulators and exchanges, development of uniform industry standards, advocacy for enhanced markets through policy papers, and lowering the cost
of doing business in the region. Through the GFMA alliance with SIFMA in the United States and AFME in Europe, ASIFMA also provides insights on
global best practices and standards to benefit the region.
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® Available at: http://www.pbc.gov.cn/tiaofasi/144941/144979/3941920/4525751/index.html.
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We welcome PBOC’s steps to implement an effective recovery and resolution regime in the PRC. We
recognize the importance of strengthening current arrangements to protect the PRC’s financial stability in
the unlikely event that a systemically important financial institution was to fail. As a major financial center,
it is key for PRC to implement a resolution regime that aligns with the standards set out in the Key Attributes
of Effective Resolution Regimes for Financial Institutions published by the Financial Stability Board* (“FSB Key
Attributes”) to support the resolution of systemically important financial institutions on a cross-border basis.
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In light of the various essential features which the FSB Key Attributes require of a resolution regime, we also
look forward to further implementation rules that will be formulated soon. We would also respectfully
request that there be consultations covering those particular issues. An indicative list of some of the issues
the authorities might wish to address is (a) further detail about how the bail-in resolution option would
work and (b) how contractual stay provisions might be implemented.
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Based on feedback from our members, this letter sets out (a) our views on the Draft Law, (b) an explanation
of the practical difficulties that certain financial institutions may face in complying with the Law, (c) our
request for clarifications on certain provisions of the Draft Law and (d) our recommendations on the Draft
Law.
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1. Article 47: Scope of Application
F-+tk: ESHTEH

Article 47 of the Draft Law provides that “[t]his Law, by taking as a reference, shall apply to the branches of
overseas financial institutions and overseas financial infrastructure established within the territory of China.”.
According to this provision, we understand that onshore branches of foreign financial institutions would be
caught by this Law and thus being required to implement relevant requirements taking this Law as a
reference. It is important for foreign financial institutions who have established a local presence in China to
understand to which extent this Law will apply to their onshore entities (e.g. the local branch or local

* This was adopted in October 2011 and endorsed as a new international standard for resolution regimes by the G20 Leaders at the Cannes Summit.
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subsidiary of a foreign bank) and how this will be implemented in practice. Our general understanding is
that foreign financial institutions with a limited presence in China should not be subject to some of the
recovery and resolution measures provided in the Draft Law given their relatively limited impact on the PRC
markets. Described below are recommendations we request PBOC consider specifying in the Law or
implementation rules.
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Financial Stability Security Fund

SRifEE REEE

We note from Article 29 of this Draft Law (“[t/he State establishes a Financial Stability Security Fund, which
is under the overall management of the National Financial Stability and Development Overall Coordination
Mechanism as a reserve fund for dealing with major financial risks. The Financial Stability Security Fund
consists of funds raised from financial institutions, financial infrastructure, and other entities, as well as
other funds specified by the State Council.”) that the Financial Stability Security Fund will be financed by
financial institutions, financial infrastructure, and other entities, as well as other funds specified by the State
Council. We would highlight onshore branches or subsidiaries of foreign financial institutions are usually
relatively small in size. Therefore, instead of requiring a foreign financial institution with such a limited
presence in China to make contribution to the Financial Stability Security Fund which is not appropriate to
its potential impact on the PRC markets, we consider it makes more sense to seek contributions only from
the domestic systemically important financial institutions given the broad range of their business scope,
multi-level of local presence, as well as the risk component of their services, as is a typical process followed
globally®.
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° Taking the Single Resolution Fund (“SRF”) that has been set up in Europe as an example. SRF pools contributions raised at national level from
institutions within the Single Resolution Board’s (“SRB”) remit in each of the 19 Member States within the Banking Union. These entities (115 banks
and a handful of other groups) under the SRB’s remit can be found at: https://www.srb.europa.eu/en/content/banks-under-srbs-remit.

5 BRI A9 — 4 BE S ("SRF") A, SRF SCETHRTESE 19 M REEEREENEEE— B RS ("SRR LB ML EE
TS, XEZ SRB KEMNIEK(ERF 115 R|FTMOHEMER), TFRUTIMNILLEF: https://www.srb.europa.eu/en/content/banks-
under-srbs-remit,
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Recovery and Resolution Plan

WR 5B R

In addition to the above, we also note that Article 15 requires a financial institution that meets the
conditions specified by the financial regulatory authority of the State Council to formulate a recovery and
resolution plan as required and specify the plan for restoration of normal operation and for orderly
resolution when major risks occur. The Interim Measures for the Implementation of Recovery and Resolution
Plans for Banking and Insurance Institutions (Consultation Draft) (“February Consultation Draft”) issued by
the CBIRC on February 26, 2021, requires a banking and insurance institution that exceeds a certain amount
of relevant assets on a consolidated basis to formulate recovery and resolution plans. We have submitted
our feedback and recommendations to the February Consultation Draft that the "consolidated basis" should
be limited to the relevant PRC entity and other PRC entities controlled by it (if any) but not extending to all
entities owned or controlled at the parent company level, and the calculation should be restricted to assets
of the PRC branch. This is to avoid the disproportionate burden on relatively small onshore entities of foreign
financial institutions to formulate separate recovery and resolution plans since most foreign financial
institutions with a presence in China will already have prepared resolution and recovery plans in compliance
with their home jurisdiction's requirements. Our members would like to confirm with PBOC whether the
“conditions” in this Article 15 would refer to the same conditions as specified in the current effective Interim
Measures for the Implementation of Recovery and Resolution Plans for Banking and Insurance Institutions’.
Similarly, we also suggest that PBOC could further specify the “conditions” in its implementation rules taking
into consideration the size and business model of financial institutions to de-scope smaller onshore entities
of foreign financial institutions from this requirement of preparing recovery and resolution plans.

B LIRSS, BABEEER], (FE5) S+ 1ok BRT & [H 55 e S Bl 310 ) RE 26 AF I <
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Resolution Measures under Chapter Ill and Chapter IV

(ER) =2 KFNENE KL BB

Consistent with our members’ wishes that the authorities pursue a proportionate approach to recovery and
resolution planning, we would like to submit that a similar proportionate approach be taken when resolution
takes place.

” According to current effective Interim Measures for the Implementation of Recovery and Resolution Plans for Banking and Insurance Institutions,
the threshold for a commercial bank to form RRP is - with adjusted on- and off-balance sheet assets (the denominator of leverage ratio) up to CNY300
billion (including equivalent foreign currency) or above at the end of the previous year (both at home and abroad) under consolidated statement
standards.

SRR BT IEAA R CHRAT RIS ATURA T 2 A AR BB - S AT 70D %44}, FIPARAT Bl KSR BRI S R R D42 b
—EEREE A AN IR 5 R N AN B (RLAT 2R 2 BF) 1% 2] 3000 27T N R (F AEAM ).
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Under the global standard adopted in key jurisdictions such as Hong Kong, the resolution authority would
only initiate a resolution action of an in-scope financial institution if certain resolution conditions are met.
The last condition is that the non-viability of the financial institution poses risks to the stability and effective
working of the financial system of Hong Kong, including the continued performance of critical financial
functions. This approach strikes an appropriate balance between ensuring that relevant institutions are
within the regime’s scope but that resolution only occurs where appropriate to secure continuity of critical
financial services and to contain the risks posed to financial stability by the failure of an institution.
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In striking such a balance, the resolution authority may also consider the potential effect of a resolution
decision on any other group company and the stability and effective working of the financial system in any
other jurisdiction. Furthermore, in recognition of the inter-connectedness of financial markets, relevant
legislation in Hong Kong has express measures to recognize foreign resolution measures without needing to
initiate its own resolution action on the local entity. Therefore, we recommend that PBOC could permit
exceptions in this Law or implementation rules that the resolution actions under Chapter lll and Chapter IV
of this Draft Law should not be applicable to the smaller onshore entities of foreign financial institutions.
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In addition, we note from the definition of “financial institution” in Article 46 of this Draft Law includes
“financial institutions in the banking industry, securities and futures industry, trust industry, and insurance
industry that engage in financial business in accordance with the law; financial holding companies...”. We
generally understand that this Draft Law is intended to apply to systemically important banks, brokers,
dealers and securities companies (and affiliates or holding companies thereof). Moreover, financial
institution resolution laws and regulations in major financial jurisdictions have only included certain types
of entities (e.g. the EU’s Bank Recovery and Resolution Directive (“BRRD”) only applies to EU banks,
investment firms, and their holding companies and affiliates, where “investment firms” are defined
relatively narrowly in the BRRD and would, effectively, exclude firms which (i) do not deal in any financial
instruments for their own accounts or underwrite issues of financial instruments on a firm commitment
basis; and (ii) provide a limited set of services (including execution of investors’ orders or management of
investment portfolios). Similarly, under the Financial Institutions (Resolutions) Ordinance in Hong Kong,
“within scope financial institutions” are limited to banking sector entities, insurance sector entities and
securities and futures sector entities, where the definition of “securities and futures sector entities” is
generally limited to branches or subsidiaries of global systemically important financial institutions or non-
bank/non-insurer global systemically important financial institutions. In Singapore, under the Monetary
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Authority of Singapore (Resolution of Financial Institutions) Regulations 2018, the definition of “pertinent
financial institutions” broadly includes banks, insurers, finance companies, trustees of collective investment
schemes but excludes financial advisors. In the United States (“U.S.”), Title Il of the Dodd-Frank Wall Street
Reform and Consumer Protection Act broadly applies to financial companies, which is broadly drafted,
however, when a resolution authority actually seeks to utilize its powers, a qualitative assessment is required
prior to making a recommendation to the U.S. Treasury Secretary to take action —which (among other things)
requires that failure of the financial company would have significant impact on the stability of the U.S.
financial system. We suggest that definition of “financial institution” is drafted in a more specific manner to
only include the intended entity-types which could pose a risk to the stability of the PRC or global financial
system.

BeAh, BANEER] () BIUINF SR 7 1E SO “HIENF RS FRAT I
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2. Article 30 (4): Stay of Close-Out Netting of Qualified Financial Transactions

BB EEARSM S NE IS REH

Article 30 of this Draft Law provides that “/w]here the financial requlatory authority of the State Council
implements the financial risk treatment, with the approval of the principal, the following treatment
measures could be taken based on different circumstances....(4) temporarily stay the close-out netting of
qualified financial transactions.”.

CHR) B=tFE:  H 5l 5 R A TS50 2t s AL B, 283 B0 e A e, AT
LAX TG TEHGZARIR AL E Tz ==+ (V) ET 15 B 15 el A 29 IR AR RIS oo eee

As a general comment, our members respectfully request that the scope of, conditions and safeguards to
temporary stay in FSB Key Attribute be expressly set out in the Law. Specifically, our members suggest that
PBOC could (1) further clarify the wording "qualified financial transactions" in the Law, (2) specify that
subject matter of the temporary stay should be the right of a counterparty to the financial institution under
treatment to early terminate the transactions; and (3) specify that the stay period would not exceed 48
hours and close-out netting should not be subject to any further restriction after the expiry of the stay period.
Our reasons for this recommendation are below.
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a. Definition of “Qualified financial transactions”
“EMERAZ S BIE X

“Qualified financial transactions” is a term that firstly appears in the PRC laws and is not defined. Close-
out netting may apply to various types of financial contracts such as futures and derivatives
transactions under the PRC Futures and Derivatives Law and some securities financing transactions in
PRC market. It would be helpful if PBOC could further clarify what are the in-scope “qualified financial
transactions” in the law or its implementation rules. Our members recommend that the Law include
the definition of “qualified financial transaction” proposed as follows:

“ERERAZ S RIBEESAE T VL B BLE AR MOE o SR s o) g i A TS A
FKAUREREZ), PN RIEHEIISAIATAE ML) T RUE R B B T A as 5
LR rh [ T3 b B2 T AL 5 o BRATIA B AT W] DAFEAR RGN h ik — 2D T TR Wik 2
MUETEENI “ S emis s . BINMaa REBHE (ERAREE) PPN “ o il
A5 7 I5E S MREEAR -

“Quualified financial transaction” means any financial agreement, contract or transaction, including
without limitation:
"B L ATEE T EIIR . GLIHE S, CFFHART

(i) a derivative product defined under the Futures and Derivatives Law;

(—) (HILERIRTAE 032D RGE IR i

(ii) a securities contract, including a securities lending transaction and an agreement to buy, sell,
borrow or lend securities, such as a securities repurchase or reverse repurchase agreement, a securities
lending agreement or a securities buy/sell-back agreement;

(D)UFZF52, GITuE A G E, HE AT T UFZ=HT X, ATiE 2 7]
BTN ER IR o G 25 14 B E X K 1iF 27 ) S AT 2 1 X -

(iii) an agreement to clear or settle securities transactions or to act as a depository for securities;

(=) LIE . 255 B uFRTEEV 55 BRI ;

(iv) a collateral arrangement; and

(V9 # Rz PR

(v) any agreement, contract or transaction designated or recognized as a qualified financial
contract by the financial requlatory authority.

(1) 28 B DL TE GE B A JE R a2 X S I ik . B2 S
“Collateral arrangement” means any margin, collateral or security arrangement or other credit
enhancement related to or forming part of a netting agreement or qualified financial transaction,
including, without limitation: (i) a pledge or any other form of security interest in collateral; (ii) a title
transfer collateral arrangement; and (iii) any guarantee, letter of credit or reimbursement arrangement.

“HIRZHE " A2 TS84 57 D I BE G52 5 59 T 1 e — 8 7 I E 1 (R 7 1R

B LT (R 2 2 815 20, EIE AR T (i) PR MR i 7 (RIEC: (i) #5120 IR 2T 1R
BEZ A PUR() (E T IRAES 15/ UF 2 % 1o
“Title transfer collateral arrangement” means a margin, collateral or other collateral arrangement
related to a netting agreement based on the transfer of title to collateral, including, without limitation,
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a repurchase agreement, securities lending agreement, and a securities buy/sell-back agreement.
“Ei S BLREE L A2 5T I R T IS LT 7 B4 5 B iR KT Rl 2 PRI
FHIRZHE, AIFEHAIRTFIEIGER X iR 15 T iR AR L [ B ik

b. Temporary stay on the contractual early termination rights

P [ SE AT 2 1AL

Our members would like to point out that, as a technical matter, the temporary stay should only relate
to the right of a counterparty to the financial institution under treatment to terminate transactions
early by reason only of the financial institution’s entry into resolution or in connection with the exercise
of any resolution powers. Significantly, the exercise of early termination rights is only the essential first
step in the entire process called “close-out netting”, the other steps being valuation of the terminated
transactions and then determination of the net balance owing by or to the defaulting party under the
close-out provisions. In other words, it is neither necessary nor desirable to suspend “close-out netting”
or a counterparty’s “rights to close-out netting” per se. Rather, the Law could simply suspend
temporarily the initiation of the close-out netting process, namely, the exercise of contractual early
termination rights.

Az iy, FELEROR b, EHERAAUR LI E R,  RI Ak B S iU i 3051
R 5 < R LA T 46 52 B Ak B s S AR AL AU AT (88 S 4R T 25 16328 5 IBUR . E
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2 PREFE X PR AL RIS Sy AT VA, PRS2 R 2RI 205 B e 3 207 RAS BRI 2075
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c. 48-hour stay period and no restriction after the expiry of the stay period
48 /NI A ] R 45 3 i e A 2 PR

It is well-recognized international practice that a temporary stay of the exercise of early termination
rights and other close-out rights should be strictly limited in time, and the stay should be subject to
adequate safeguards that protect the integrity of financial contracts and provide certainty to
counterparties. For example, the time limit suggested by the FSB is two business days or 48 hours. Also,
Article 95 of the PRC Commercial Bank Law (Draft for Comment) provides that the organization who
takes over the commercial bank can decide to temporarily stay the close-out netting within a certain
period, and the stay period is up to 2 business days. In terms of the precise formulation of the time
limit, our members would recommend using 48 hours instead of two business days. Our members
believe 48 hours is more appropriate considering the number of long statutory holidays in China (such
as the National Day, Chinese New Year or Labor Day statutory holidays), which will significantly lengthen
the actual period of the stay and increase the uncertainty and potential risk exposure of counterparties
if a “two-business day” formulation is adopted.

PN E BB, AT G [R5 AT 28 LA R LAt 28 AR A R 2 [ A 77t BR 1

HAZSF R NS IR T 7870 (0 DR Bt it FH DAORS S 20 0 58 BRI o 207 SR B g 1k
Blhn, eiee EESEWAEEHROVM A TR 48 /M. 5346, (REANRITAE
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Furthermore, the FSB Key Attributes suggests that temporary stay should be subject to the condition,
amongst others, that the counterparty can exercise the right to close out immediately against the firm
in resolution on expiry of the stay or earlier if the authorities inform the firm that the relevant contracts
will not be transferred. Therefore, our members recommend that the Law make it clear that close-out
netting should not be subject to any further restriction after the expiry of the stay period.

BEAh, FSB REEEREW, EHENZRT L8250, Hrh AR R {5 01 i 2 I B AR
I RN AL B AU AE R G LA T e ik 2 I 38 RN, 36 3505 B R X A Ak B LA
ITAEZ RS HAL ik, WA &2 B CRRiEEE) o, 2 mia A4
1R AE AT AR — 25 (R 1 .

Therefore, our members propose the following wording of Article 30(4): “...(4) temporarily stay the
counterparties’ early termination rights under qualified financial transactions, provided that the stay period
is up to 48 hours, and provided further that, the financial institution under treatment continues to perform
the substantive obligations under the contract including payment and delivery obligations and obligations
to provide or return collateral. After the expiry of the abovementioned stay period determined by the
financial regulatory department, the counterparty of financial institutions under treatment can exercise the
close-out netting according to the laws and the agreements, and close-out netting should not be subject to
any further restriction imposed by the financial regulatory department.”.

PRIk, A2 BRI (R 2B =1+ BWICRHI L TR “ (/) B t5eih 2 951 T
THIFERTE LA, (HZFE (IR KA FFEIL 48 T, H WL B T2yl P 2k BT 5 A2
JEWISEIENEX 555 CIT NI FY K G LUK IE BT (R 19 X 5o s i B el T RE
HIET 1R i i s A PLFGHINT T 27 i LU IR I FEAHE R 1 [T 29 KE 1T (E 28 1L 17805 5, <
WEETEST A FENS AL P BT T T 18— 2 IR o

In addition, as what we recommend in the above Section 1, our members also suggest that onshore
branches of foreign financial institutions should also not be subject to the temporary stay requirements
under Article 30(4), otherwise it would create an undue burden as they would be subject to the stay
requirements of their home jurisdictions. We would highlight that both Hong Kong and Singapore have
excluded foreign branches from their temporary stay regimes.

BEAL,  IEIERATE FIREE AR PR A, FATI & & A B EA R L I AE AR 0 2
WURE AN 7 3 FH 58 =+ 2% 5 WU I0TR 8 RO A 1 e, 5 DU 1% S AE S SR [ I 32 1) LB [ m) VR A8
DXEEER, IR 2o Had i ANE M 7 dH . i R A2, FBAUE I R b7 SCHL
HEBRAE 5 5t

3. Article 30(6) & Article 32: Write-Down of Equities and Liabilities

BETEBATRBE=4 2% PRERIE I FHME

Article 30 of this Draft Law states that “[/w]here the financial regulatory authority of the State Council
implements the financial risk treatment, with the approval of the principal, the following treatment
measures could be taken based on different circumstances:...(6) if the financial institution meets the
conditions prescribed by the financial management department of the State Council, write-down of equity
and creditor's rights and debt-to-equity swap.”. Article 32 further provides for requirements for write-downs.
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We would be grateful if PBOC could further clarify that these write-downs are not applicable to onshore
entities of foreign financial institutions that are small in size and are not systematically important, as
suggested above. We also suggest that PBOC could consult with domestic systematically important financial
institutions to formulate more details, to the extent possible, in its interpretation or the implementation
rules on how this would be implemented in practice.

UL B AR, BAA ST RS RE DR, X SRR AN N RN HLAR
RGBS SRR IR SR SR . AR A8 SR b St SR e i i, FRAT A 5T RE
i 7] [ P AR Gt B R R USRI, IR AEAR SRR s I v it = mT e AR € 7 BLI
.

4. Article30(7): Suspension of Cross-Border Payment

BETKBE: PUEBEESAY

Article 30(7) of this Draft Law (“...[s]Juspending the financial institution from transferring funds abroad and
requiring the financial institution to transfer back overseas assets.”) appears to empower the regulator to
suspend cross-border payment activities of financial institutions in the process of financial risk resolution.

(FR) 5=+ KHLI( e Pl E BB ] B, ER A Bt pl
JEIEE S 27 VAT SR M B DA e XU Ak e R v 2 4 < R LAY PR 6 B S AR 31

Our members concern that this could cut off fund flows at the very time of financial difficulties and therefore
exacerbate the deteriorating financial conditions of an international financial group. This may also result in
ring-fencing in resolution of international financial institutions and therefore be inconsistent with the spirit
of cross-border coordination and cooperation under the FSB Key Attributes. For these reasons, we
recommend PBOC to consider international cooperation and coordination with the home authorities of
international financial groups and make references to such international cooperation in the Law.

A =2 ARG, XA RE 2 3 B R R LA O A2 W 55 IR XE 22 I D) I JL B2 g9, AN
Je FEL P <z R B 141 W 55 IR DL RSB AL o XA AT RE - AR AL B R B < R ATLAA) ) A o R B LAT 9 3R,

IMATT G FSB REBERFTARBINES T /S SR, BT EiREd, BATZNSITHES
] e < il £ A ) B [ A LA EAT R PR AR AR, JFAE (eRAE k) ik Sz E br &1 .

5. Article 30 (8): Systemically Important Financial Institution

BE1HBE/\IH: REEZEERIA

Article 30 of this Draft Law provides that “/w]here the financial requlatory authority of the State Council
implements the financial risk treatment, with the approval of the principal, the following treatment
measures could be taken based on different circumstances:...(8) when dealing with a systemically important
financial institution, the domestic and overseas institutions of the financial institutions’ group are required
to provide the necessary support to maintain uninterrupted key financial services and functions.”.

CHEZRD) =K E: “ H 5ol B A St 2N L&, 2B e AT
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We suggest that PBOC could clarify the scope of “systematically important financial institution”. We also
would like to confirm that the systemically important financial institutions under this Law should only apply
to those headquartered in mainland China and who have been granted financial licenses by the competent
PRC authorities.

PATE W ST W] LA TE R Gt 2V E SRV I . R, 34T B ST #A, (el
SEVERD) TRLE Y 2 Gt B B e R LA AN PR T AR T B KR O L L 3RAS o [ R R T TAUR
< R FRTATLA o

6. Article 18: Information Submission Obligation

Bt /\%: BRMENF

Further to the above, we note that Article 18 of this Draft Law provides that “... Financial institutions shall,
in accordance with regulations, submit relevant materials such as business management, financial status,
risk status, and statistical data to the financial requlatory authority of the State Council in a true, accurate
and complete manner. Financial institutions shall submit information to the public finance department in
accordance with laws and regulations, as well as relevant provisions on state-owned financial capital
management and financial accounting systems.”.

BeAh, BANERR) CERD) B INFME: “ B@PLI N 2GR E RS W 55 B o 5]
F e R TIRE LS E R YU WBTIRI G BAGF R TR sl pr =5
TLIGILTFIZ AR [ 1 il 7 R B T 55 271 )R TANE [ BT TR (5

Our members suggest that PBOC could further clarify that onshore entities of foreign financial institutions
will be required to submit relevant information in connection with their group company (if applicable) only
to the extent permitted by their home jurisdiction's law or regulatory requirements.

A== BRI SHTRESRE—IDUEE, BEAh BRI A AL A S A AR T B [ =] 30 A X R A
Bl R TR VR Vi B A 02 S LR [ A R (W& DA R IIAE S

7. Article 14: Requirements for Dividends Distribution

E%: BRELRSHER

Article 14 of this Draft Law provides that “[flinancial institutions and non-financial enterprises participating
in financial market financing shall not damage, directly or indirectly, the legitimate rights and interests of
creditors and other stakeholders by distributing dividends.”.

(HER) BHWEME: “ B#PLF 255000758 57 19T A 778 7 BB 27
IR B EMIFF N Bt 1509 27 ko

We would be grateful if PBOC could provide guidance on in which circumstances the financial institution
would be deemed as damaging the legitimate rights and interests of creditors and other stakeholders by
distributing dividends.
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8. Article 21: Early Correction and Supervision by Regulatory Authorities

BEot—%: RERINERMUEMEE

We note from Article 21 (“[iln the event of a financial institution experiencing risks such as abnormal
fluctuations in regulatory indicators, the financial management department of the State Council shall issue
a risk warning, may interview directors, supervisors, senior managers, major shareholders, actual controllers,
and order correction from their side within a time limit ...”) that PRC regulators can take a number of
measures when a financial institution experiencing risks such as abnormal fluctuations in regulatory
indicators, such as having regulatory interviews with directors, supervisors, senior managers, major
shareholders, actual controllers, and then may take further steps if the correction is not made within the
time limit, or the regulatory indicators deteriorate, endangering itself or the stable operation of the financial
market.

WRYE (R 5B+ 5K BHPLRAEMETEIR ST RS F NI TN [ 55 5 i
PBT TR 2GR B, I LALT iR T BEF RREPEA A TERS. LA, 75$
PRAGEELG == ==7 ), BATE R B2 R WS T bn 57 W e sl S KB I T I, e L B A 8 10T AR
W—RFEH, WARES. WH. ST, BERIR, SEhaEfilN, diReur,
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We would also be very grateful if PBOC could provide more details in the Law or implementation rules on
what “abnormal fluctuations” means and clarify to the extent possible under what circumstances will the
PRC regulators impose these regulatory measures.

AT ORE TR (ERFREVR) BUHSRAINI Xt “ S iah” i AR BAARLUE
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We would be pleased to engage in further discussions with PBOC in relation to our comments and provide further
industry input where necessary. If you have any questions, please do not hesitate to contact Lyndon Chao,
Managing Director - Head of Equities and Post Trade at ASIFMA, at Ichao@asifma.org or +852 9826 8020. Our
PRC based member law firm JunHe helped us hold the pen. Their key point of contact is Natasha Xie (email:
xieqg@junhe.com, phone: +86 1300 214 8227).

PANMRIRE 5 AT PR IATNE N, IHER FEN PR RS W R ST A AR5
M, 1HEER ASIFMA HHLEH, WKL GG ERHANMBAH: Ichao@asifma.org; HLIE: +852
9826 8020). AMfFHS R EGBRIMES MR, BE&EZKR A NS KN FHOEFE:
xieq@junhe.com; FEi%: +86 1300 214 8227).

Yours faithfully,
HEy,

Lyndon Chao #&F5 A
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