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Abstract: Asset Securitization with two—tier SPVs is a financial innovation promoted by financial intermediaries in Chi-
na with commercial rationality and legal motivation which helps companies financing by constructing the trust beneficiary as an
underlying asset for compliance. The essence of this model is a guaranteed financing based on corporate credit which may not
only have the risk of being misused to help corporate increase leverage and conduct regulatory arbitrage threatening financial se-
curity, but also have the risk of not able to protect investor effectively because the information disclosure and related liability
constraints are not in place. It is necessary to incorporate the two— tier SPVs asset securitization into the regulatory framework
of corporate asset securitization based on the affirmation of this model’s commercial value to assist its health development, by
implementing the principles of necessity and look— through, improving the transparency of information disclosure and establis-
hing effective binding rules to respond to the risk transmission mechanism under its complex legal structure.

Key Words: Two—tier SPVs; Asset Securitization; Commercial Rationality; the Principle of Necessity; the Principle
of Look— through; Risk Regulation
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