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Determining a Reasonable Repurchase Price in the Order Repurchase System in Fraudulent
Issuances and Listings
ZHONG Ruilu
(Law School of Central University of Finance and Economics)

Abstract Article 24, paragraph 2 of the Securities Law establishes the legal foundation for the order repurchase
system related to fraudulent issuance and listing, but does not stipulate how to determine repurchase prices. A
reasonable determination of a repurchase price needs to consider various factors such as the nature and function of
the repurchasing system, the scope of the securities to be repurchased, the total amount of funds involved, general
fairness and efficiency, and the overall stability of the capital market. Article 4 of the Measures for Implementation
of the Ordered Repurchase System of Fraudulent Issuance and Listing (Trial Implementation), establishes rules for
determining a repurchase price, stipulating that the price shall be the highest of the commitment price, the benchmark
price, and investor's actual purchase price. The logic behind this approach seems impeccable, but in fact, this
approach is unreasonable. It not only contradicts the original meaning of the superior law and the nature of ordering
repurchase measures, but also is contrary to the principles of fairness and efficiency. In addition, it may induce market
manipulation and moral hazard. In contrast, it is better to use the investor's purchase price as the repurchase price,
with the investor's purchase price determined according to the average price of securities purchased by investors
calculated by the moving weighted average method.

Keywords Order Repurchase, Fraudulent Issuance, Repurchase Price, Investor's Purchase Price, Securities Law
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