Appendix
Guidelines No. 1 of the Shanghai Stock Exchange on the Application of the Rules for Publicly Offered Infrastructure REITs
 - Review Considerations (for Trial Implementation)

Chapter I
General Provisions

Article 1
These Guidelines are formulated pursuant to the Securities Law of the People’s Republic of China, the Securities Investment Fund Law of the People’s Republic of China (the “Securities Investment Fund Law”), the Guidelines on Publicly Offered Infrastructure Real Estate Investment Trusts (for Trial Implementation) (the “Infrastructure REITs Guidelines”), the Provisions for the Administration of Asset Securitization Business of Securities Companies and Subsidiaries of Fund Management Companies (the “Asset Securitization Business Administration Provisions”), the Business Measures of the Shanghai Stock Exchange for Publicly Offered Infrastructure REITs (for Trial Implementation) (the “REITs Business Measures”), and other applicable laws, administrative regulations, ministry-level rules, normative documents, and the relevant business rules of the Shanghai Stock Exchange (the “Exchange”) to regulate the confirmation of the listing of infrastructure real estate investment trusts (the “infrastructure REITs”) and of the listing conditions of infrastructure asset-backed securities (the “infrastructure ABS”) and to protect the legitimate rights and interests of investors.

Article 2
For the purpose of these Guidelines, infrastructure REITs and infrastructure ABS refer to fund products and ABS that meet the provisions of the Infrastructure REITs Guidelines.

Article 3
These Guidelines are applicable to fund managers applying to the Exchange for confirming the listing of their infrastructure REITs and ABS managers applying to the Exchange for confirming the listing conditions of their infrastructure ABS.

Article 4
The Exchange’s confirmation of the listing of an infrastructure REIT or the listing conditions of an infrastructure ABS shall not constitute a judgment or guarantee of the investment risks or returns of the infrastructure REIT. Investors shall assess the investment value of infrastructure REITs, make investment decisions, and assume investment risks on their own.
Chapter II
Business Participants

Article 5
A proposed fund manager shall meet the relevant criteria stipulated in the Securities Investment Fund Law, the Administrative Measures for the Operations of Publicly Offered Securities Investment Funds, and the Infrastructure REITs Guidelines.

Article 6
A proposed custodian shall meet the relevant criteria stipulated in the Securities Investment Fund Law, the Administrative Measures for the Operations of Publicly Offered Securities Investment Funds, and the Infrastructure REITs Guidelines, and shall concurrently serve as the custodian of the corresponding infrastructure ABS.
Article 7
A proposed ABS manager shall meet the relevant criteria stipulated in the Asset Securitization Business Administration Provisions and shall control, be controlled by, or be under common control with the proposed fund manager.

Article 8
An originator shall:
(1) be duly incorporated and validly existing under the law;

(2) have complete ownership or operating rights over the Infrastructure Project and not involve in any major economic or legal disputes;

(3) have a strong credit record, sound internal controls, and the ability to continue as a going concern;

(4) in the last three years (or if in existence for less than three years, since the date of establishment, similarly hereinafter), have no record of major violations of laws or regulations, and have not, due to severe illegal or dishonest acts, been identified by a competent authority as a dishonest entity subject to enforcement, a dishonest production and operation entity, or other dishonest entity, and thus been suspended or restricted from financing; and

(5) meet other requirements specified by the China Securities Regulatory Commission (“CSRC”) and the Exchange.

Article 9
An external manager that is engaged to operate and manage the Infrastructure Project shall meet the criteria stipulated in the Infrastructure REITs Guidelines and shall:

(1) have the ability to continue as a going concern;

(2) have no record of major violations of laws or regulations in the last three years; and

(3) meet other requirements specified by the CSRC and the Exchange.

Article 10
The financial advisors, accounting firms, law firms, appraisal agencies, and other professional institutions that a fund manager or ABS manager engages shall meet the criteria stipulated in the Infrastructure REITs Guidelines.

The ABS manager may engage the same professional institutions as the fund manager.
Article 11
The originator shall use the proceeds from transferring the Infrastructure Project in conformance with national industrial policies.

Article 12
The fund manager and the ABS manager shall verify and disclose the related-party relations and potential conflicts of interest between business participants, and put in place reasonable and adequate risk prevention and control measures.
Chapter III
Infrastructure Project 

Article 13
An Infrastructure Project shall:

(1) have a clear ownership structure and clear asset scope, and have completed relevant ownership registration as required;

(2) not subject to any statutory or contractual restrictions on transfer or on mortgage or pledge, and have obtained valid approval for transfer (if applicable);

(3) not subject to any mortgage, pledge, or other encumbrances, except such restrictions that can be lifted after the inception of the infrastructure REIT;
(4) have passed the completion acceptance tests for the infrastructure assets and met applicable requirements on construction quality and safety standards, and have gone through the review, approval, filing, registration, and other necessary procedures required by relevant laws and regulations for project planning, land use, environmental impact assessment, and others;

(5) have used the land of infrastructure assets for purposes as set forth in the project planning and the real estate ownership certificate. Otherwise, the lawyer(s) hired by the fund manager and the ABS manager shall state the legal, regulatory, and policy grounds for the current land use, and the fund manager and the ABS manager shall fully disclose risks in relevant documents and put in place corresponding risk mitigation measures;
(6) where any infrastructure asset requires business qualifications, the relevant business license or other business qualifications shall be legal and valid. If any such business qualification needs to be renewed during the existence of an infrastructure REIT and the corresponding infrastructure ABS, the renewal procedures shall be handled in accordance with relevant regulations or the requirements of the competent authority, and the fund manager and the ABS manager shall disclose the renewal arrangements in relevant documents; and

(7) meet other conditions prescribed by the CSRC and the Exchange.

Article 14
An Infrastructure Project Company shall:

(1) be duly incorporated and validly existing under the law;

(2) have standard financial accounting system and financial management system;

(3) lawfully hold relevant assets of the Infrastructure Project; and

(4) meet other conditions prescribed by the CSRC and the Exchange.

Article 15
In addition to the conditions of the above Articles 13 and 14, an Infrastructure Project of Public-Private Partnership (PPP) shall also:

(1) if approved after 2015, comply with China’s regulations on promoting the PPP model in a regulated and orderly manner;

(2) if approved after June 2015 under a concession model, comply with the relevant provisions of the Administrative Measures on Concession for Infrastructure and Public Utilities; if approved before that as a BOT, TOT, or equity investment project under a concession model, comply with then-current national regulations on fixed asset investment and construction as well as concession management;
(3) receive income primarily from users (including determined by the look-through rules). Any local government subsidies as a source of income shall be expressly agreed in the PPP contract or concession agreement signed in accordance with laws and regulations;
(4) have been in stable and normal operation without major problems such as suspension or major contract disputes; and

(5) meet other conditions prescribed by the CSRC and the Exchange.

Article 16
The cash flow of an Infrastructure Project shall:

(1) stem from real and lawful operating activities that adopt compliant prices or fee rates;

(2) follow the rules of a market economy rather than relying on non-recurring income such as third-party subsidies;
(3) be continuous and stable with no abnormal fluctuations in the last three years (or if the project has been in existence for less than three years, since the date of its establishment, similarly hereinafter); otherwise, the causes and justification of any such fluctuations shall be given;

(4) come from a reasonable number of sources, whether directly or after look-through; if the number of sources is too small as a result of the project’s business model or operating form, Major Cash Flow Providers shall have good qualifications and sound financial conditions;
(5) represent an overall profit or a positive net inflow from operating activities in the last three years; and

(6) meet other conditions prescribed by the CSRC and the Exchange.

Article 17
In terms of operation, an Infrastructure Project shall:
(1) have a mature and stable operating model and great potential for the operating income to grow;

(2) have been in operation for no less than three years in principle and created decent return on investment;

(3) if an industrial park, warehousing and logistics park, data center, or similar project that relies on rental income, have relatively high occupancy rate and rental income, effective rent collection, creditworthy major tenants with long-term lease, and a reasonable mix of tenants in the last three years;
(4) if a toll road, sewage treatment plant, or similar project that relies on user charges, have high-level or growing operating income, sufficient and stable user demand, prominent regional competitive edge, and industry-leading operational capability in the last three years; and

(5) meet other conditions prescribed by the CSRC and the Exchange.

Article 18
The fund manager and the ABS manager shall review and disclose the related-party transactions of the Infrastructure Project in the last three years and the current period, which transactions shall:

(1) comply with relevant laws and regulations and the Project Company’s internal management control system;
(2) be concluded at fair and well-grounded prices, with minor deviations from market prices and independent third-party prices; and
(3) generate such a reasonable proportion of cash flow that does not affect the market-based operation of the project.

If the project involves related-party transactions, the fund manager and the ABS manager shall analyze the justification, necessity, and potential risks of the transactions, and put in place reasonable and adequate risk prevention and control measures.
Chapter IV
Appraisal and Cash Flow

Article 19
The appraisal agency of an Infrastructure Project shall meet the criteria stipulated in the Infrastructure REITs Guidelines, use the income approach as the main valuation method in principle, and disclose in the appraisal report and attachments the appraisal process and important influencing parameters, including but not limited to the remaining period of land use rights or operating rights, operating income, operating costs, net operating income, capital expenditures, expected future cash flow, and the discount rate.

The fund manager and the ABS manager shall disclose in relevant documents the appraisal result of the Infrastructure Project, and the regular and irregular appraisal arrangements for the project in compliance with the Infrastructure REITs Guidelines and other applicable regulations.
Article 20
The fund manager and the ABS manager shall disclose the financial reports and audit reports of the Infrastructure Project for the last three years and the current period, presenting the structure, concentration, and fluctuation of cash flow and analyzing the independence and stability of cash flow. If such reports are not available, they shall disclose the project’s financial reports and audit reports for the last year and the current period. If still not available, they shall at least disclose the project’s audited pro forma financial statements for the last year and the current period.

If the sources of cash flow are highly concentrated, the fund manager and the ABS manager shall issue risk warnings and disclose the operating and financial situations of Major Cash Flow Providers.
If historical cash flow fluctuated widely, the fund manager and the ABS manager shall analyze the causes and justification of fluctuations, fully disclose risks, and put in place corresponding risk mitigation measures.
Article 21
The fund manager shall provide a calculation report on the funds available for distribution as reviewed by an accounting firm and disclose it in relevant documents.

The funds available for distribution shall be calculated in a rational and prudent way and taking into account macro and regional economic development, the project’s form, purpose, operations, future adjustment plan, major capital expenditures, taxes and fees, the surrounding ecological environment and competitive environment, and other factors.
Article 22
The cash flow generated from the underlying assets of a special plan shall be clearly channeled. The fund manager and the ABS manager shall specify in relevant documents the accounts opened and the transfer arrangements between these accounts from the generation of cash flow to its distribution to the infrastructure REIT during the same period.

If the cash generated from the leasing and operating activities of the Infrastructure Project does not directly flow to the Infrastructure Project Company, the fund manager and the ABS manager shall set a reasonable period during which a generated cash flow should be pooled to the account of the Infrastructure Project Company, and make arrangements on regularly checking the pooling and transfer of cash flows to avoid mixture and misappropriation.

Chapter V
Trading Structure

Article 23
The underlying assets of a special plan shall:

(1) be clearly defined with explicit legal basis;

(2) be lawful and compliant; claims included in the underlying assets, if any, shall be real and valid and comply with laws and regulations, and the lawyer(s) engaged shall verify such reality, lawfulness, and validity and issue explicit opinions;
(3) have a clear ownership structure; if the assets are transferred from a third party, the originator shall have paid a fair transfer consideration, and the related registration, approval, filing, or other procedures (if necessary) shall have been completed. The lawyer(s) engaged shall issue explicit opinions on the fairness, lawfulness, and validity of such transfer;

(4) not subject to any mortgage, pledge, or other encumbrances, except such restrictions that can be lifted upon repayment with the proceeds of the special plan after its inception;

(5) not subject to any statutory or contractual restrictions on transfer or on mortgage or pledge; and

(6) meet other conditions prescribed by the CSRC and the Exchange.

Article 24
The transfer of any underlying assets of a special plan shall:

(1) be lawful and valid and cover attached rights and interests, if any;

(2) if subject to approval and registration according to laws and regulations, relevant procedures shall be handled according to the law; if not meeting the registration conditions or not subject to registration according to laws and regulations, effective measures shall be taken to maintain the safety of the underlying assets;

(3) if the underlying assets include claims, the debtor(s) shall be notified of the transfer of the claims in accordance with relevant laws;

(4) the transfer consideration shall be rationally determined based on the price inquiry and pricing of the infrastructure REIT to ensure the fairness of consideration; and
(5) meet other conditions prescribed by the CSRC and the Exchange.

Article 25
Any external borrowing of the Infrastructure Project shall follow the requirements in the Infrastructure REITs Guidelines. The fund manager and the ABS manager shall verify and disclose the type, amount, purpose, credit enhancement technique, and encumbrances such as mortgage and pledge of the borrowing, and specify the repayment arrangements and risk response measures.

Article 26
The ABS manager shall, in light of the duration of an infrastructure REIT, rationally determine the term of the corresponding infrastructure ABS, which may be extended through renewal, resolution of holders’ assembly, or otherwise. The ABS manager shall also specify and disclose the triggers of early expiration and follow-up arrangements in relevant documents.

Article 27
The fund manager shall specify the circumstances that will lead to contract termination in the infrastructure REIT contract in accordance with the Infrastructure REITs Guidelines. If the contract termination or the liquidation of the infrastructure REIT involves disposal of the Infrastructure Project, the fund manager and the ABS manager shall specify and disclose in relevant documents such information as the disposal triggers, decision-making process, disposal methods and process, and relevant information disclosure arrangements.

Article 28
Where the Infrastructure Project involves major risks such as the risks of loss, operating income fluctuation, real estate price fluctuation, related-party transaction, conflict of interest, and tunneling, the fund manager and the ABS manager shall fully disclose the risks and put in place corresponding risk mitigation measures to protect the rights and interests of investors.

Chapter VI
Arrangements for Operation and Management

Article 29
The fund manager shall clarify and disclose in relevant documents the rules for the meeting of REIT unit holders, the extent and procedures for REIT unit holders to exercise their rights through such meeting, and the convening, notification, decision-making mechanism, meeting minutes, information disclosure, and other important matters of such meeting. The rules for the meeting of REIT unit holders shall be in line with the relevant provisions of the Infrastructure REITs Guidelines.
Article 30
During the existence of an infrastructure REIT, the holders of the infrastructure ABS shall exercise their rights in accordance with applicable rules and agreements, and the arrangements for their exercise of rights shall be detailed in relevant documents.

Article 31
The fund manager shall clarify and disclose in relevant documents its arrangements and procedures for actively operating and managing the Infrastructure Project pursuant to the Securities Investment Fund Law, the Administrative Measures for the Operations of Publicly Offered Securities Investment Funds, the Infrastructure REITs Guidelines, the REITs Business Measures, and other applicable rules.

Article 32
The ABS manager shall clarify and disclose in relevant documents its arrangements and procedures for operating and managing the Infrastructure Project pursuant to the Asset Securitization Business Administration Provisions, the Infrastructure REITs Guidelines, the REITs Business Measures, these Guidelines, and other applicable rules.

Article 33
When engaging an external manager to operate and manage the Infrastructure Project, the fund manager shall observe the Infrastructure REITs Guidelines, the REITs Business Measures, and other applicable rules, and shall clarify and disclose, among others, the dismissal and replacement conditions and procedures, performance evaluation, and incentive arrangements for the external manager.

Where the external manager provides or is likely to provide similar project operation and management services to any institution other than the fund manager, the fund manager shall conduct inspection, explain the justification and necessity, and formulate reasonable and sufficient measures to avoid competition and possible conflicts of interest.

Chapter VII
Supplementary Provisions 

Article 34
Where an Infrastructure Project is to be purchased during the existence of an infrastructure REIT, these Guidelines shall apply, mutatis mutandis, to the application for change of fund product and the application for infrastructure ABS business that the fund manager and the ABS manager submit to the Exchange.

Article 35
For the purpose of these Guidelines, capitalized terms have the following meanings: 

(1) “Infrastructure Project” refers collectively to the Project Company and the infrastructure assets.

(2) “Project Company” refers to a legal person that directly owns the lawful and complete title to the infrastructure assets.

(3) “Major Cash Flow Provider” refers to a cash flow provider that, together with its affiliates, provides more than 10% of the total cash flow of the infrastructure assets during a full calendar year before the base date of due diligence.

(4) “Public-Private Partnership (PPP)” refers to a cooperative arrangement between the public and private sector, where the government engages a private entity with outstanding investment, operating, and management capabilities through competitive selection. The parties clarify their respective responsibilities, rights, and interests in a contract concluded through equal consultation, under which the private entity provides public products or services, while the government pays a corresponding consideration that ensures the private entity receives a reasonable income. A PPP project adopts Build-Operate-Transfer (BOT), Transfer-Operate-Transfer (TOT), and other operating models.

Article 36
The Exchange reserves the right to interpret these Guidelines.

Article 37
These Guidelines shall be implemented as of this date of issuance.
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