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[Abstract]

A Study on the Listing Regulation and Issuance Disclosure System
of China’'s Shanghai Stock Exchange STAR Market

Nahyun Kim"

The opening of the Shanghai Stock Exchange STAR Market (Fl&I#<) on
July 22, 2019 marked the trial launch of registration-based IPOs (FE/EH]D in
China, a heavily relaxed IPO scheme. Dubbed China’'s NASDAQ), the ‘STAR
Market (FH8I#%)’, short for ‘Sci-Tech innovAtion boaRd Market (BHZBIETHR),
targets high-tech innovators and companies in emerging verticals, listing
pioneering companies of significant presence. According to the existing
academic literature in China, registration—based listing processes are rooted in
disclosure-oriented regulatory philosophy. China has historically run its listings
via an approvals system, leading to such side effects as false disclosures,
bet-on/VAM agreement (¥{ll§17:%) disputes, a tendency of local tech companies
to prefer going public overseas, and overall stunting of local company growth
due to the lack of an effective mechanism to drive out underperformers. To
resolve these issues, it has been repeatedly suggested that China transition
from the existing approvals system to a disclosure-oriented system.
Furthermore, with mounting tension in the U.S.-China trade disputes and rising
demand for China to open up its capital markets in the backdrop, the launch
of the STAR Market (Bl&I#%7) and its registration-based IPOs (I:fitifl) are
a step toward providing additional capital raising channels for Chinese tech
companies, growing the capital markets to enhance its stability, and
modernizing the Chinese capital markets system.

At a glance, STAR Market (FlEI#%) listing regulations have defined,
systematic rules regarding corporate disclosures, which are critical to the

success of registration-based listing schemes, and have increased the

* Assistant Professor of Economic Law at East China University of Political Science and
Law, PhD in Law
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stakes on liabilities for false disclosures. To prevent concentration of
power under the China Securities Regulatory Commission (CSRC, TBiGiF%:
B A®) as in the case of the existing IPO approvals system, the
new registration-based system transfers IPO review powers to the
Shanghai Stock Exchange, while also referring to a Listing Committee to
reflect outside expert opinion. Meanwhile, the new system seeks to address
a potential increase in listed company insolvencies via a gatekeeper solution.
The STAR Market is also open to international institutional investors, and
has already attracted significant interest from Korean financial institutions.
The STAR Market (FHEll#¢) listing scheme is certainly more market-oriented
than its predecessor, exhibiting improvements in terms of systematization of
listing regulations as well as process efficiencies. The recent listing of Geely
Auto (HFIKH) and suspension of Ant Financial's IPO have contributed to
a rising market consensus that the STAR Market has implemented a delisting
review process. What was previously announced to be a registration-based
IPO scheme has turned out to be different in practice. While it can be said
that the potential for a delisting review process to occur in parallel with a
listing review was pre—announced in the STAR Market's detailed regulations,
Korean financial institutions are at a disadvantage for information on these
regulations, and cannot but suspect that the relevant regulations are not being
enforced by the word. This paper seeks to examine the Shanghai Stock
Exchange Science and Technology Innovation Board Stock Issuance and Listing
Review Rules (A S TRHEINB ZE#E4T iise% i), the Rules Governing
the Listing of Stocks on the Sci-tech Innovation Board of the Shanghai
Stock Exchange (EiAEZ38 5 FTRHAINL S22 L)), as well as other
relevant regulations pertaining to the STAR Market listing review process and
its governance of issuance disclosures to provide Korean investors with an
overview of STAR Market listing regulations and insights toward improving

the regulatory environment for corporate listings in Korea.

Keywords : STAR Market, Listing regulations, China’s NASDAQ, issuance
disclosure, Sci-Tech innovAtion boaRd Market



