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To: Legislative Affairs Commission of the Standing Committee of the National People's
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Enterprise Bankruptcy Law of the People's Republic of China (Draft Amendments)
(Second Reading Draft)
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1. BACKGROUND
TR

1.1 The Asia Securities Industry and Financial Markets Association ("ASIFMA")' and the
International Capital Market Association ("ICMA")? have jointly submitted the comments

L ASIFMA is an independent, regional trade association with over 150-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 and competitive 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 GEMA 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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EZR 5 G T 2 (SIFMA) KRBt iz 2 (AFME) JERUERHE, ILFRRBt &R E
IS e bR e, A X IBUR R AE TR .

2 ICMA is a not-for-profit membership association promoting well-functioning cross-border capital
markets. ICMA has offices in Zurich, London, Paris, Brussels and Hong Kong, serving over 630
member firms in 71 jurisdictions globally. Its members include private and public sector issuers,
banks and securities dealers, asset and fund managers, insurance companies, law firms, capital
market infrastructure providers and central banks. ICMA provides industry-driven standards and
recommendations, prioritising three core fixed income market areas: primary, secondary and repo
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to the first reading draft of PRC Enterprise Bankruptcy Law (Draft Amendments) ("15t Draft
Amendments") on 10 October 2025 ("2025 Submission"). We appreciate the opportunity
to provide further joint comments on the second reading draft of PRC Enterprise
Bankruptcy Law (Draft Amendments) ("2" Draft Amendments") released by the Standing
Committee of the National People's Congress ("NPCSC") in August 2026, as a
supplement to our 2025 Submission.
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ASIFMA and ICMA and their respective members welcome the continued development of
the bankruptcy legal framework in the People's Republic of China ("PRC" or "China") as
reflected in the 2" Draft Amendments. These proposed changes demonstrate

and collateral, with cross-cutting themes of sustainable finance and FinTech and digitalisation.
ICMA works with regulatory and governmental authorities, helping to ensure that financial
regulation supports stable and efficient capital markets.
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ICMA plays a leading role in supporting efficient and resilient global repo and collateral markets. It
sponsors the Global Master Repurchase Agreement (GMRA), the standard legal framework for
cross-border repo transactions, and, through its European Repo and Collateral Council (ERCC)
and Global Repo and Collateral Forum (GRCF), works closely with market participants to promote
well-functioning securities finance markets.
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In April 2026, the China Repo Committee was established to reflect the increasing importance of
the Chinese repo market within the global fixed income landscape, supported by ongoing market
and regulatory developments that promote greater international participation. The Committee
serves as a dedicated forum for market participants to discuss developments relating to China’s
repo market, with a particular focus on cross-border activity, and to share perspectives and practical
experience to help shape market practice.
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constructive and forward-looking efforts to further align China's insolvency regime with
internationally recognised standards, and to support a more transparent, predictable and
market-oriented legal environment. The 2nd Draft Amendments mark an important step in
strengthening legal certainty and promoting stability in China’s financial markets. We also
note positively that the 2nd Draft Amendments do not introduce any provision that
expressly repudiates or reverses the supportive direction on close-out netting reflected in
the 1st Draft Amendments. In particular, Article 52's express recognition that the
effectiveness of central clearing and settlement, and close-out netting will not be
suspended, invalidated or unwound by reason of a party to the relevant transaction
entering into bankruptcy proceedings is a welcome and meaningful development. This
clarification will help strengthen the enforceability of close-out netting, safeguard the
legitimate rights and expectations of both domestic and international market participants,
and further enhance the resilience of China's financial system while reducing capital risks.
ASIFMA H1 ICMA K F% 5 i WGHABT B 5 A TR B sh e A RSERIE C “HE” D
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This submission outlines our observations and recommendations on certain provisions of
the 2" Draft Amendments. Individual members may also provide separate comments. Our
proposed textual amendments are set out in the Appendix to this submission.
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Unless otherwise specified, references to an "Article" refer to the relevant article in the 2™
Draft Amendments.

BRAEA AU, NP “FK7 , ITRIBITRRE SR R ARG
COMMENTS ON ARTICLE 52
PO i e i )= 9 /)

Article 52 of the 2™ Draft Amendments provides that
AT RS s ks Tt 56 0E

"When engaging in financial transactions, centralised clearing and settlement conducted
through a central counterparty in accordance with law, close-out netting conducted in
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accordance with law, shall not be suspended, invalidated or unwound by reason of any
party to the transactions entering into bankruptcy proceedings."
“HEZE L, WL RIS F I RAIFE TGS 555, LRI T IR 75T
ZH, ABIZ G — T HA R L TR A 7

We highly commend the introduction of a safe harbour for close-out netting as reflected in
Article 52. In our view, compared with Article 58 of the 1st Draft Amendments?3, the new
Article 52 has extended and strengthened the statutory protection for close-out netting.
We note that the protection is now framed by reference to financial transactions, which we
understand will capture repurchase transactions ("repo") and securities lending
transactions to be entered into by market participants under widely-used and recognised
master agreements, including without limitation the Global Master Repurchase Agreement
("GMRA") and the Global Master Securities Lending Agreement ("GMSLA"). We would,
however, like to clarify the meaning of a “lawfully adopted” close-out netting mechanism
under this Article 52 — it would be very helpful if further clarification can be provided
through secondary legislation and/or regulatory guidance.
AT BT T+ b Sl N B g e i . ATy, EBITER —HESE T
T NGFAHEL, BT RS T RS L AR ORI N 10 £ ki A SRRV E R . AT
ERE, 2P BEHN RERR GRS, ARG s2 55 2 A
WA 0 CRFTFEANIR T 23R B 3 0 ¢ “GMRA” ) 4 BRIE 77 i BF 3 0%
( “GMSLA” ) ) T FEpHmIAE S  “BIg” ) FHEFETL 5. R, FA1HE
BB IRAREE T 5 R “HIEIET” RS HN S . WRRLE IR LA / B
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Meanwhile, we note that Article 52 no longer operates merely as a carve-out from specified
rescission powers of the administrator under particular provisions of the Enterprise
Bankruptcy Law. Instead, it provides a general protection against suspension, invalidation
or unwinding upon the commencement of bankruptcy proceedings. Such broader
approach will enhance legal certainty, support the enforceability of close-out netting
arrangements and reduce systemic and counterparty credit risk in China's financial
markets.

Fy, FATERD], R 8RR TX CMR™E) ke e %K T 8B NR €
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Article 58 of the 1st Draft Amendments provides that, "The provisions of Article 22 and Articles 43
to 45 do not apply to any qualified financial transaction for which close-out netting has been lawfully
adopted. The scope of eligible financial transactions shall be stipulated by laws or administrative
regulations or determined by financial requlatory authority under the State Council."
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MRS . R — B SEZ (G &, Rt DR iE v, SORPER IR al 5«
HRRTRTSAATE, I BRI e T 37 o AR G ARG A A 5 6 05 XU

To eliminate the potential conflict with the safe harbour protection under the PRC Futures
and Derivatives Law ( {4 N RILAIEIR T AATAE M%) ) (the "FDL"), and to provide
protection for collateral arrangements and enforcement relating to financial transactions,
we respectfully propose to revise Article 52 as follows —

NEBRZFFS (R NRILMEIA AT ML) C“BIRTEE” D T 2R &K
FREAFAERI PR, TN 5 6 RlE 5 FH ORI JE 20 DRI 22 AT SR it Ordr,  FRATTIEE U0 5
Tt kI BT

"When engaging in financial transactions, centralised clearing and settlement conducted
through a central counterparty in accordance with law, close-out netting conducted in
accordance with law, and collateral arrangements provided by way of pledge or otherwise
in_connection with _the financial transactions shall not be suspended, invalidated or
unwound by reason of any-party-te any party participating in the transactions entering into
bankruptcy proceedings. Where any party participating in the financial transactions enters
into_bankruptcy proceedings, Articles 98 and 150 hereunder shall not apply to any
collateral arrangements provided by way of pledge or otherwise in connection with the
financial transactions."

“HNFLHAE S, IKIZEL RN T I I I TGS 25, WA (T IR AL 7520 5
UL G 38 G TN LI 155 Ty 2 BE L JE 29 (R f A, AR Z 53 5 I —
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A more detailed explanation of our reasoning is set out in the following paragraphs.
TAVHE T SO BATRE T @R 1 S N TER R filRE
Comment #1: Extending Safe Harbor Protection Beyond Direct Trading Parties

BW—: JFLZEERYY EE HIEL L) T Z )

We note that such safe harbour protection under Article 52 appears to be narrower than
the similar protection under FDL. According to Article 37 of the FDL, "Centralised
settlement conducted in accordance with law shall not be suspended, invalidated or
unwound by reason of any party participating in the settlement entering into bankruptcy
proceedings." Such provision extends the protection beyond the direct trading parties to
other participants involved in the relevant transaction, such as custodians, brokers, bond
depositories and other entities that hold, control or otherwise deal with assets posted in
respect of the relevant financial transactions. By contrast, Article 52 of the 2nd Draft
Amendments refers only to "any party to the transaction" entering into bankruptcy
proceedings. This may conflict with Article 37 of the FDL and create uncertainty, i.e. where
the insolvency proceedings concern participants involved in the relevant financial
transaction (such as a margin deposit bank, a custodian, a clearing member, or an
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29

infrastructure participant) rather than a direct trading party, the safe harbour provided
under Article 37 of the FDL would apply to such participants while the safe harbour
provided under Article 52 would not.

FTATER R, BT TR 22 4 R AP 0 B AP BOWATVEIUT [ R 28 R4 BE 98k .
WRIIATIESE =105k, “RLHTHIENSE, PHZESEFHE— T KEHA R
FEFM L ERCEE R . 7 2okl R B R E IR 5 77 LA HAR 2 5%
Loz 577, BIIFEE N, @48 S EICEEN, ARG . a6 si DU A
77 A H G fAC G HHR B I SEAR . MHELZ R, BT R s R s ot AR M “38 5
AT —T77 BB IR o X PR 5 TS =B PRI G A E 1, RIZEDK
PR K2 5 ERA BN IRIES A B HRAT . T8I, BE S REMRESS S
TIMAEEREZ 570, W= B4 RSN 2 2BEH TR S 577, M=%
Fr it 2 e ENAEH TXE2 575,

To avoid inconsistency with the FDL and ensure coherent treatment across the PRC
financial market legal framework, we respectfully propose revising the reference of "any
party to the transactions" under Article 52 to " any party participating in the transactions".
NEG S IIRTEA B IR R G Rl A AR 28 R A 7 R — 3, AT
WO B It 55N “ XG0 BBON “S 5 GH091F 77

Comment #2: Inclusion of Collateral Arrangements

R YNEL R 21

Consistent with the position set out in our 2025 Submission, we respectfully recommend
that collateral arrangements provided by way of pledge or otherwise in connection with
financial transactions should be included under Article 52, which should not be adversely
affected by the bankruptcy of any party participating in the underlying financial
transactions or the other articles relating to suspension of security rights under the
Enterprise Bankruptcy Law. Specifically, financial collateral should be carved out from the
application of Articles 98 (on moratorium stay in the process of re-organisation) and 150
(on enforcement of priority rights in liquidation).

H5IAE 2025 Fm Wb UKL — 8, BATER VK 5 &RAE SR i fu e
77 T HR B JE 2 ORI NS T+ 22 I0F AT DR H AN 2 DR 2R Al <5 R A8 S AR A —
TTE N R, B (A k) A SRAE RS AT A R A, 10 52 BIAN R
Wi, FUATI S, NOREERE R IR T 2580+ /\ 5% O T BB F R EAT 68 AN
FoH % CGRTEEP AR ERATE #EHTEEZ k.

The timely enforceability of collateral arrangements relating to financial transactions is
essential to enable rapid liquidation, accurate valuation, and overall market stability.
Without clear statutory recognition, the effectiveness of these risk mitigation mechanisms
could be compromised, creating legal uncertainty that is inconsistent with China's
margining framework and international prudential standards. Collateral under financial
transactions are often provided by way of title transfer or through the creation of a security
interest. The prompt enforceability of title transfer-based collateral arrangements is
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addressed under the existing PRC legal framework, i.e. the close-out netting regime.
However, security interest-based collateral arrangements still lack express statutory
protection ensuring that such arrangements can be enforced in a timely manner without
delay due to a party's insolvency. Accordingly, it is recommended to extend the safe
harbour protection under Article 52 to expressly cover the collateral arrangements
provided by way of pledge.

&R 5 MR E LRI ZHERER ST, X IREE S, M EA R T AR
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Meanwhile, we note that Article 98 generally requires the exercise of security rights over
specific property of the debtor to be suspended during the reorganization period (subject
to certain exceptions), and permits a secured creditor to resume enforcement only with
prior court approval — for example, if it can be established that the collateral is not
necessary for the re-organisation, the secured creditor may apply to the people’s court for
resumption of the enforcement of its security rights. Pursuant to Article 150, a secured
party with a security interest over specific property of the debtor may, at any time, request
the administrator to exercise its priority right in respect of that specific property, and the
administrator shall promptly liquidate and distribute the relevant property. Article 150
further restricts the disposal of certain collateral for the benefit of an individual creditor
where such disposal would reduce the value of the bankruptcy estate available to other
creditors. These provisions set out stay restrictions and/or application procedures for
collateral enforcement. Such restrictions and/or prior procedures may create uncertainty
as to whether a secured creditor can promptly dispose of the relevant collateral. This is
particularly significant for financial institutions like banks, as the ability to liquidate
collateral without delay is often necessary for recognising its risk-mitigating effect in
regulatory capital requirement calculations, which may have potential implications for
regulatory capital charges and the transaction costs associated with the relevant financial
transactions.
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) SR RS 8 W P AT A AR S S B OB, 8 N R R I A8 3 2 I AH S I 7
55— I R 2D R E AL 73 AH DR 2 el mT AR AR (5N 73 I A I 7 A AE ) 15 0
T A GBON IR 25 4k 7 S Le 1R . R SR FIE T T ELR it Ak 4 1R B 4% IR i A/



2.11

SRR P o SR B AN B R AR e AT RE X DR BN SN Ak BAH O E DR B4 B 773 il A
B tE. MTRATEEMIAMN S, XSOV EE, JERAETHERDIGER A TR AR
L, AR M A ER TR P i 2 R RS SR FOR b B2, IFFTREXTAH
KA RNAZ 7 B W B AT SR AN AT 5 J A P R T AE R

We strongly recommend that Articles 98 and 150 be expressly excluded from applying to
collateral arrangements relating to financial transactions. Under Basel capital adequacy
standards and corresponding PRC prudential rules, qualifying master netting agreements
must grant counterparties the ability to promptly realise (i.e. liquidate) collateral upon an
insolvency event. Excluding financial collateral enforcement from the stay and restrictions
imposed by Articles 98 and 150 is in line with such standards.

FATEFVE VI IIE , BT\ KL — B o AEH T 5 &R AE 5 1 B LR bR
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We welcome further opportunity to discuss the issues set out in this letter with the NPC. If you
have further questions or would otherwise like to follow up, please contact Philippe Dirckx,
ASIFMA's Managing Director and Head of Fixed Income, at pdirckx@asifma.org, Mushtaq Kapasi,
ICMA's Managing Director and Chief Representative, Asia-Pacific, at
mushtag.kapasi@icmagroup.org or Ricco Zhang, ICMA's Senior Director, Asia-Pacific, at
ricco.zhang@icmagroup.org. We would also be happy to meet with you to discuss this letter if
you deem it appropriate.
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Sincerely,
e
Asia Securities Industry & Financial Markets International Capital Market Association
Association (ASIFMA) (ICMA)
WHMIEF 5 &M (ASIFMA) EHRBEATZ S (ICMA)
Philippe Dirckx (k¥ 17) Mushtaq Kapasi (£{#37)
<
Managing Director — Head of Fixed Income Managing Director, Chief Representative
[ 2 A 2 8 Asia-Pacific

WAX#FERLDEHE, HHAKR

Ricco Zhang (K5 )

BT

Senior Director
Asia-Pacific
WK X Zi e
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Appendix — Proposed Amendments to the 2" Draft Amendments
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Article Reference

Proposed amendments in

Proposed amendments in

%*XF5 Chinese English
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52 MBS, s dxf | When engaging in financial
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transactions, centralised
clearing and settlement
conducted through a central
counterparty in accordance with
law, close-out netting conducted
in accordance with law, and

collateral arrangements

provided by way of pledge or

otherwise in connection with the

financial transactions shall not

be suspended, invalidated or
unwound by reason of any-party
to any party participating in the

transactions entering into
bankruptcy proceedings. Where

any party participating in the

financial transactions enters into

bankruptcy proceedings, Articles
98 and 150 hereunder shall not

apply to any collateral

arrangements provided by way

of pledge or otherwise in

connection with the financial

transactions.
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