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Top Economic Planner Tightens Rules on Issuing Enterprise Bonds—BYy staff reporter Huo Kan
—(16.10.2014)

Requirements for Enterprise Bond Issuance Rose

® A notice raising requirements for enterprise bond issuance was issued on October 15.
» The issuing authority of the notice: National Development and Reform Commission (NDRC).
» The purpose: to better control risks facing local governments.
» The contents of the notice: requirements regarding the materials and data that the issuers should
provide in order to applying for an issuance.
® Enterprise bonds are debts issued by government agencies or state-owned companies.
® The issuances have required the approval of the NDRC since 1987.

New Requirements

® 23 major areas where it wanted more data to be provided.

® The new requirements include:

information on the debt ratio of the local government involved;

the issuer's liability situation;

the GDP of the area and the local government's debt-to-GDP ratio;

no new bond issuance for urban construction will be approved;

If the overall value of accounts receivable exceeds 60% of the issuer's net assets, it will not be
approved for new bond issuance;

stricter requirements on land asset valuation for bond issuers, and more closely scrutinized the
issuer's previous bond issuance, credit history and the interest rate they applied for the issuance.
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Current Situation of Enterprise Bond Issuance and Predictions

® As for urban construction, overall debt ratio exceeds 100%.
® Little official data on local government debt ratios have been released.
® At the end of 2012, 3 provinces, 99 cities, 195 counties and 3,465 townships had a debt ratio above
100%.
® As of September 30 the outstanding value of enterprise bond totaled 2.87 trillion yuan, up 532 billion
yuan from the end of last year.
® Predictions on enterprise bond issuance:
> enterprise bond issuance would slow in the short term as some of the new requirements are
difficult to meet and it would take time for issuers to provide the extra materials.
» requirements would prevent many government-backed urban construction companies from issuing
bonds.

! source: http://english.caixin.com/2014-10-16/100739354.html
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