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1. National

Supreme Court Judicial Interpretation on Maritime Lien

On 8 December 2003, Supreme People’s Court promulgated Reply to the
Question of Whether Claims for Water-Route Maintenance Fees May be Se-
cured by Maritime Lien (“2¢ T~ n f 4 e T2 5 9% IS0 SR 1
RAAR SE A a) JE IR 6 52 7°), which has commenced its effect as of 13 Decem-
ber 2003. In this Reply addressed to the High Court of Guangdong Province,
the Supreme People’s Court makes it clear that the Water-Route Maintenance
Fee, which is provided in Regulation on Water-Route Administration and
Regulation on Watercourse Transportation Administration, shall be secured by
the maritime lien in accordance with Article 22(1).1 of Maritime Law of PRC.

(www.court.gov.cn)

CSDCC Rules on Bond Issued by Securities Companies

Recently, China Securities Depository and Clearing Company released Rules
on Conduction of Depository and Clearance of Bond Issued by Securities
Companies (“UF 52 i3 6 ic 45 50 55 0 HE R0 ™), which has been
approved by China Securities Regulatory Commission and hence taken effect.
The Rules apply to target issuance of bond by securities companies. For the

depository and clearance of public-issued bond, reference will be made to
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CSDCC rules governing public-traded securities. The CSDCC will handle the depository, custody, clearance and
other business relevant to issuance and transfer of bond issued by securities companies in accordance with this

Rules upon applications from securities companies on behalf of qualified investors.

For the purpose of subscription and transfer of the said bond, the qualified investor should, acting through the
securities company providing transfer service, apply for opening a special account for bond at CSDCC. In prin-

ciple, each qualified investor may only open one special account for bond at CSDCC. (www.xinhua.org)

CSRC Regulation on Asset Management

On 18 December 2003, China Securities Regulatory Commission promulgated Provisional Rules on Business of
Asset Management for Clients Conducted by Securities Companies (“iiF %7/ 7 % )7 % 7= 44 BE 45504 T
J39%), which will come into effect as of 1 February 2004. The concept of Asset Management for Clients

(% %% 7= 7H) develops from the concept of Commissioned Investment Management (32 #64% ¢ & 7),
which was first recognized by CSRC in 2001 in the Circular on Standardization of Commissioned Investment
Management Business Conducted by Securities Companies (“J& T TG IE 22 2y 7 32 FEHOR & FML 451

).

Compared with its precedent, the new regulation expands the scope of the products by adding two new catego-
ries. Apart from elaborating provisions on Targeted Asset Management, which is designed for a single client,
the new regulation prescribes rules for Collective Asset Management, a new multi-client product, and for Speci-

al Purpose Asset Management, another new product tailored for special objectives of clients.

Of the three products within the family of Asset Management for Clients, emphasis is placed on Collective Asset
Management. It is noteworthy that this product in question is different in essence from securities investment
fund, which is mainly designed for qualified investors while Collective Asset Management is offered to the

general public.

The Rules is concentrated on the avoidance of risks, which aims at enhancing the business innovation of securi-
ties companies by means of standardizing the business of asset management for clients. To that end, securities

companies shall not guarantee minimum proceeds. (Www.csrc.gov.cn)

CSRC Revised Shares Issuance Review Memorandum No.16

Recently, China Securities Regulatory Commission revised Memorandum No.16 for Standards of Shares Issuance
Review-Review Requirements of Special Reexamination for Companies Conducting Initial Public Offering (/1% 5%
RAT R % T T 5 16— VA TF AT IR S 1 4 ) D52 R 1K R 25K). After the revisi-

on, the accounting firm, which conducts special reexamination of the filed financial statements as well as inter-
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nal control mechanism of accounting, shall be commissioned by CSRC itself while in the past such accounting

firm is commissioned by the applicant companies. (www.law-star.com)

CSRC Detailed Working Rules for Commission on Shares Issuance Review

On 11 December 2003, China Securities Regulatory Commission promulgated Detailed Working Rules for Com-
mission on Shares Issuance Review (/5 5% & AT 8 %23 fA 25 TAE4H ™), which has come into effect as the
date of promulgation. The Working Rules addresses such topics as pre-session preparation, procedure of the

session, after-session work, and discipline for members of the Commission. (www.csrc.gov.cn)

CSRC Circular on Internal Control of Business Branches of Securities Companies

On 15 December 2003, China Securities Regulatory Commission released Circular on Certain Measures
Strengthening Internal Control of Business Branches of Securities Companies (“J%< TIN5 iE 25 28 7 b7 N
P TR e E ). According to the Circular, work will be done in the following fields including per-
sonnel management, responsibilities of business branches, collective administration of capital of clients, and

inspection. (Www.csrc.gov.cn)

CSRC Code of Securities Companies Governance

On 15 December 2003, China Securities Regulatory Commission promulgated Code of Securities Companies
Governance (Provisional)(“ilF 7572 =] v BRAEN] (3X47) ), which will come into force as of 15 January 2004.
Apart from setting down rules for shareholders, directors, supervisory board and management, the Code presc-
ribes fundamental principals governing the relationship between clients and securities companies. It is provided
that securities companies have the fiduciary duty towards their clients; that they should not embezzle the capi-
tal of clients, assets of clients under their management, and bond in their custody; that they have the duty of
confidentiality; that they have the duty of disclosure; that they shall establish departments handling customer

relationship. (www.csrc.gov.cn)

CSRC Guidelines for Internal Control of Securities Companies

On 15 December 2003, China Securities Regulatory Commission published Guidelines for Internal Control of
Securities Companies (“iIF #5723 7 A &R #2145 517). According to the Guideline, internal control of securities
companies shall fully take into consideration of such factors as circumstances of control, risk identification and
assessment, activities and measures for control, information exchange and feedback, supervision and evaluati-

on. The Guidelines further sets out standards for a number of business sections and departments of securities
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companies including brokerage, business operated by themselves, investment banking, asset management,
research and consultancy, innovation products, business branches, financial management, accounting system,

information system, and human resources. (Www.csrc.gov.cn)

Sino-US Agreement on Financial Supervision Cooperation
On 8 December 2003, China Banking Regulatory Commission concluded Agreement on Exchange of Information
for Supervision (“ ¥ 155 ELAZ e i) with its US counterpart. According to CBRC, it has concluded the

similar agreements with relevant authorities of Hong Kong, Macao and United Kingdom. (www.cbrc.gov.cn)

© Wenger Vieli Belser, Beijing, December 19, 2003
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