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203) “AIM Rules for Companies(2010)” Rule 1:In order to be eligible for AIM,
an applicant must appoint a nominated adviser and an AIM company must retain
a nominated adviser at all times. The nominated adviser is responsible to the
Exchange for assessing the appropriateness of an applicant for AIM, or an
existing AIM company when appointed as its nominated adviser, and for advising
and guiding an AIM company on its responsibilities under these rules. The
responsibilities of nominated advisers are set out in the AIM Rules for Nominated
Advisers. If an AIM company ceases to have a nominated adviser the Exchange
will suspend trading in its AIM securities. If within one month of that suspension
the AIM company has failed to appoint a replacement nominated adviser, the
admission of its AIM securities will be cancelled.

204) “AIM Rules for Nominated Advisers(2007)” Rule 2(The Criteria): An
entity seeking approval as a nominated adviser must: Mbe a firm or company
(individuals are not eligible);@have practised corporate finance for at least the last
two years; Qhave acted on at least three Relevant Transactions during that
two-year period; an @employ at least four Qualified Executives............

205) “AIM Rules for Nominated Advisers(2007)” Rule 4(Qualified
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nominated adviser in relation to continuing eligibility); @someone who has acted
in a corporate finance advisory role, which may include the regulation of corporate
finance, for at least the last three years; and @someone who has acted in a lead
corporate finance role on at least three Relevant Transactions in that three-year

206)“AIM Rules for Nominated Advisers(2007)” Rule 260 A nominated
adviser may be subject to a formal review by the Exchange to ensure that it has
fully discharged its responsibilities under these rules and the AIM Rules for
Companies. A nominated adviser must ensure that its Qualified Executive
co-operate fully with the Exchange and that the Qualified Executive who was
responsible for a transaction is available to answer any question by the Exchange
about any relevant matter. A nominated adviser must allow Exchange offers
access to its recordsthad and electronic copies)and business premises when so
requested by the Exchange.
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Abstract

A legal study on the New Shares

[ssuance System in China

Jin Mingnan
Department of Law

The Graduate School

Seoul National University

Regardless of the expansion of the capital market in China, the
financing by the financial institution(bank loans) accounted for the
absolute proportion and the financing through the issuance of new
shares accounted for less than 8% of the overall financing in
recent 10 years. In order to ensure the mobility and efficiency of
the financing through the issuance of new shares and achieve the
internationalization and liberalization of the capital, the State
Council, China Securities Regulatory Commission announced the
Opinions on Further Promoting the Reform of New Shares
[ssuance System on November 30, 2013. Through the

announcement of such kind of system, we can realize that the
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Chinese government determine to promote the reform of new
shares issuance. However, Chinese current corporate governance
1s still incomplete and the capital market management system is
not organized yet. So the situation of undermining the interests of

existing shareholders and new investors often occurs.

This paper will introduce the corporate registered capital system,
financing status, the regulatory of the issuance of new shares and
the latest legislative trends in the Chinese legal system firstly,
and then develop a focused discussion on the question of whether
recognize the preemptive right or not and the verification system
for the issuance of new shares(the sponsor system) for the
protection of new investors, which are the typical issues on the
issuance of new shares in China for protecting the existing

shareholders.

First of all, with respect to whether recognize the preemptive
rights or not, this paper will introduce the generality of
preemptive rights, the regulatory of preemptive rights in the
Chinese Company Law and the remedies for the infringement of
the preemptive rights. And then it will have a comparison and
evaluation of the legal system of the preemptive rights in the
South Korea and the United States. Finally, it will make a
proposal for recognizing the preemptive rights in China on the

basis of implication obtained from the above systems.
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Secondly, with respect to the sponsor system, this paper will
discuss the generality of the verification system for the issuance
of new shares, the introduction of the background, specific
contents of regulation and existing problems of the sponsor
system in China. And then if will have a comparison and
evaluation of the nominated advisers (nomads) system of UK’s
AIM (Alternative Investment Market) and sponsor system of Hong
Kong’s security market. Finally, it will suggest a future
improvement plan on the Chinese sponsor system on the basis of

implication obtained from the above systems.

Key words : Financing in China, the issuance of new shares,
preemptive rights, the examining and approving system, the

sponsor system

Student Number . 2012-24017
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