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Abstract: In the existing practice of the advance compensation system in the securities
market, the role of the investor protection fund has not been brought into full play. Based on
the public nature of the investor protection fund and the position of protecting investors, the
Investor Protection Fund Company, as the subject of advance compensation, contributes to
pay investors, which will help to activate the function and utility of the fund, and at the same
time realize the sustainability of the advance compensation system. The construction of the
advance compensation mechanism for investor protection funds needs to take into account
the maintenance of the fund scale and the fair compensation to investors. The compensation
procedures, sources of funds, compensation standards, and recovery mechanisms should
be different from those of the responsible subject. By effectively connecting the investor
protection fund system with the advance compensation system, and by systematically
reconstructing the applicable conditions, the compensation fund management mechanism, the
compensation standard, and the recovery guarantee mechanism of the investor protection fund
advance compensation, it is possible to realize the orderly coordination and stable operation of
the advance compensation system of investor protection funds.
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