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SAFE Authorizes Nationwide Rollout of Voluntary Settlement
of Foreign Exchange Capital Funds, Retains Principle of
“Actual Business Needs” on Use of Settled Foreign Exchange

On March 30, 2015, the State Administration of Foreign Exchange (SAFE) issued the Circular on the Reform of

the Administrative Approach for the Settlement of Foreign Exchange Capital Funds of Foreign-invested

Enterprises (Huifa [2015] No. 19; hereinafter referred to as “Circular No. 19”). Previously implemented on a trial
basis in the China (Shanghai) Pilot Free Trade Zone and 16 other areas', Circular No. 19 signals the rollout of the

voluntary settlement mechanism for foreign exchange capital funds to foreign-invested enterprises (FIEs)

throughout China. As with the earlier pilot program, FIEs are required to open an interim account referred to as

an “account for foreign exchange funds settled and to be paid” for the deposit of the RMB proceeds from

voluntary settlement of capital funds and to use such funds in accordance with actual business needs.

Circular No. 19 is effective from June 1, 2015.

O Voluntary settlement based on actual business needs

Under existing foreign exchange administration regulations, with the exclusion of reserve funds (up to the value of
equivalent of US$50,000 per transaction and not exceeding US$100,000 per month), FIEs can only convert the
foreign exchange in their capital accounts into RMB and withdraw the converted funds on an as-needed basis. This

is referred to as the foreign exchange settlement procedures against payments (or payment-based foreign

exchange settlement system). Under the provisions of Circular No. 19, however, FIEs will be able to convert up

to 100 percent of their foreign exchange capital funds into RMB at their own discretion (also known as

“conversion at will” or “voluntary settlement”).

! The 16 pilot regions for the voluntary settlement of foreign exchange capital funds are: Tianjin Binhai New Area, Shenyang Economic Zone, Suzhou
Industrial Park, Donghu National Self-Innovation Demonstration Zone (Wuhan), Nansha New District (Guangzhou), Hengqin New District (Zhuhai),
Chengdu Hi-tech Industrial Development Zone, Zhongguancun National Self-Innovation Demonstration Zone (Beijing), Liangjiang New Area
(Chongqing), Heilongjiang Frontier Development Zone for the Foreign Exchange Pilot Reform, Wenzhou Pilot Region for Comprehensive Financial
Reform, Pingtan Comprehensive Pilot Zone (Fuzhou), China-Malaysia Qinzhou Industrial Park (Guangxi), Guiyang Comprehensive Bonded Zone,
Qianhai Shenzhen-Hong Kong Modern Services Cooperation Zone (Shenzhen), and Qingdao Pilot Zone for Comprehensive Reform on Wealth

Management and Finance.
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FIEs undertaking voluntary settlement of foreign exchange capital funds are required to open an interim “account
for foreign exchange funds settled and to be paid” at their banks for the deposit of the RMB proceeds from such
settlement, the use of which should be based on their actual business needs (Article 2). The prevailing foreign
exchange settlement procedures against payments provides for the use of capital funds, but payment through the
account for foreign exchange funds settled and to be paid is not permitted in such instances. As with the existing
regulations, the RMB proceeds of a voluntary settlement of foreign exchange capital funds must not be used for
expenditure outside the business scope, and securities investments, the execution of entrusted loans, repayments of
inter-company loans, repayments of RMB bank loans refinanced to a third party, or the purchase of domestic real

estate that is not for its own use (except for foreign-invested real estate enterprises) are also prohibited (Article 3).

O Official authorization for fund transfers between accounts held in the same name
When using and/or converting foreign exchange capital funds, FIEs are required to submit to their banks an Order

of Payments with Funds in Accounts Related to Direct Investments in addition to the relevant certifying

documents pertaining to the authenticity of each underlying transaction, so as to guarantee transaction authenticity

and the legal compliance of fund use (Article 5). Circular No. 19 does, however, provide for the use of converted

RMB funds up to the equivalent of USS 100,000 per month as reserve funds without supporting documents’.

Fig. 1: Handling of “accounts for foreign exchange funds settled and to be paid”
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* Voluntary settlement ratios are subject to periodic adjustment by the SAFE (the current rate is 100%)
(Compiled by the Advisory Division from Circular No. 19)

Circular No. 19 also provides official authorization for fund transfers between accounts for foreign exchange

funds settled and to be paid held in the same name, which was not permitted under the pilot program of

voluntary settlement (Article 2). Accounts for foreign exchange funds settled and to be paid are,_in principle, to

be opened on a one-to-one corresponding basis with capital fund accounts, though where an FIE has opened a

capital fund account, domestic account for the realization of assets, or account for domestic reinvestment at the

same bank branch, a single account for foreign exchange funds settled and to be paid may be shared. Circular No.

% The rules for the pilot program state that converted RMB funds up to the equivalent of RMB 600,000 per month may be used as reserve funds.

S
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19 further states that the return of foreign exchange that has been purchased using RMB funds held in an account

for foreign exchange funds settled and to be paid to a foreign exchange capital fund account is prohibited.

Table. 2: Major provisions on “accounts for foreign exchange funds settled and to be paid”

v Funds from foreign exchange settlement as transferred from the capital fund accounts, domestic
accounts for the realization of assets, or accounts for domestic reinvestment held in the same name or by

a domestic equity investor

Q

Funds transferred from an account for foreign exchange funds settled and to be paid held in the same
Scope of deposits name or by a domestic equity investor

Funds returned after transfers from those accounts

Funds returned due to the revocation of transactions

Received RMB interest income

Other receipts registered or approved by the SAFE (or the bank)

Expenditures within the business scope

Payments of domestic equity investment funds and RMB security deposits

INIENIEN ENEENEENEEN

Transfers to the special accounts for centralized fund management and accounts for foreign exchange
funds settled and to be paid held in the same name

Scope of o

. Repayment of RMB loans after completed utilization

withdrawals . .
Repayment of foreign debt (foreign currency purchases, outward payments)

Capital reductions or withdrawals by foreign investors (foreign currency purchases, outward payments)
Outward payments of current account items (foreign currency purchases, outward payments)

Other capital expenditure items registered or approved by the SAFE (or the bank)

Expenditures outside the enterprise’s business scope

. Investment in wealth management products other than principal-protected products or securities
Prohibitions on the . . .
Execution of entrusted loans (unless permitted by the business scope)
use of settled ) . . ]
Repayment of inter-company loans (including third-party advances)

foreign exchange

R Repayment of RMB bank loans refinanced to a third party
capital funds

NIENENENENEN ENENENENEN

Purchases of domestic real estate that is not for use by the FIE, except for a foreign-funded real estate

enterprise

Q

The submission of an “Order of Payments with Funds in Accounts related to Direct Investments” upon
Other use of capital funds
administrative v" The return of foreign exchange purchased using RMB funds to a foreign exchange capital fund account

provisions is prohibited

v" The use of RMB funds up to the equivalent of US$100,000 per month as reserve funds is permitted

(Compiled by the Advisory Division from Circular No. 19)

In addition, whilst, as is the case with foreign exchange capital fund accounts, the voluntary settlement of foreign
exchange capital funds in a domestic account for the realization of assets or account for domestic reinvestment
opened by a domestic enterprise is permitted; foreign exchange capital funds held in the in the foreign investors’
accounts for preliminary expenses are not available for voluntary settlement, and must be converted under the
foreign exchange settlement procedures against payments (Article 6). It should also be noted that Circular No. 19
provides a voluntary settlement rate for the conversion of foreign exchange capital funds. Currently, the percentage
for the voluntary settlement of foreign exchange capital funds is set at 100 percent, i.e., the full amount of an FIE’s
registered capital, but Circular No. 19 states that the SAFE may adjust this percentage according to the

international balance of payments situation at any time (Article 1).
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O Easing of regulations on equity investment using foreign exchange capital funds

Circular No. 19 aims to ease the regulations on the use of FIE foreign exchange capital funds for domestic

equity investment. Equity investment enterprises, including foreign-funded investment companies, are

permitted to use the RMB proceeds from voluntary settlement of foreign exchange capital funds or the

RMB funds held in an account for foreign exchange funds settled and to be paid for domestic reinvestment

(Article 4). Moreover, the new rule makes provision for domestic equity investment by ordinary FIEs “pursuant

to existing regulations on domestic reinvestments” (ibid) and states explicitly that the RMB proceeds from

voluntary settlement of foreign exchange capital funds may be subscribed once such funds have been paid

into_an account for foreign exchange funds settled and to be paid opened by the invested enterprise

following foreign exchange registration for a domestic reinvestment with the SAFE. This effectively removes

the administrative restrictions on equity investment of foreign exchange capital funds imposed by the SAFE,
though given the necessity of assessing the relevant policies of the commerce and other regulatory authorities, due

caution is advised when proceeding with actual equity investment transactions.

*

The Circular on Promoting the Replicable Experience from Pilot Reforms undertaken in the China (Shanghai)

Pilot Free Trade Zone (Guofa [2014] No. 65), which was promulgated by the State Council on December 21,

2014, made public those reforms that have been piloted in the Shanghai FTZ that are to be subsequently deployed
throughout the nation. This State Council circular requires the SAFE to rollout on a nationwide basis the voluntary
settlement of foreign exchange capital funds and measures for the direct handling by banks of foreign exchange

registration in respect of direct investment by June 30, 2015.

In response, on February 13, 2015, the SAFE issued the Circular_on Further Simplifying and Improving Direct

Investment-related Foreign Exchange Administration Policies (Huifa [2015] No. 13). This circular sets forward

measures for the direct handling by banks nationwide of the relevant foreign exchange registration procedures for

entities making direct investment® with_effect from June 1, 2015. Accordingly, the SAFE is expected to

promulgate a nationwide version of detailed regulations on the voluntary settlement of foreign exchange capital

funds .

A provisional translation of Circular No. 19 together with the original Chinese document is presented below for

further reference.

Naoki Tsukioka, Advisory Division, Mizuho Bank (China), Ltd.

* Readers are referred to Issue No. 371 of Mizuho China Business Express for further information on the measures pertaining to the direct handling by
banks of foreign exchange registration in respect of direct investment, which is available for download via the following link:
http://www.mizuhobank.com/service/global/cndb/express/pdf/R419-0377-XF-0105.pdf
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(Provisional translation)
State Administration of Foreign Exchange
Huifa [2015] No. 19
Circular on the Reform of the Administrative Approach for the Settlement of Foreign

Exchange Capital Funds of Foreign-invested Enterprises

Provincial, autonomous region, and municipal branches, foreign exchange administrative departments, Shenzhen,

Dalian, Qingdao, Xiamen and Ningbo branches of SAFE:

For the purpose of further deepening the reform of the foreign exchange administration system, better satisfying and

facilitating the requirements for the business and capital operations of foreign-invested enterprises (FIEs), the State

Administration of Foreign Exchange (SAFE) has, on the basis of a general review of a pilot reform in certain areas,

decided to implement on a nationwide basis the reforms on an administrative approach for the settlement of foreign

exchange capital funds of FIEs. For the purpose of ensuring the smooth implementation of these reforms, the

relevant issues are hereby notified as follows.

1.

Voluntary settlement of foreign exchange capital funds of FIEs

The voluntary settlement of foreign exchange capital funds of FIEs refers to the right of FIEs to settle foreign
exchange capital funds held in such FIE’s capital fund account that have been recognized by the SAFE as the
rights and interests of capital contributions (or have been completed the registration for the receipt of
monetary capital contribution by bank) according to the actual business operational requirements. The
provisional percentage for the voluntary settlement of foreign exchange capital funds of FIEs shall be 100
percent. The SAFE may adjust the aforementioned percentage in due time according to the international

balance of payments situation.

In implementing the voluntary settlement of foreign exchange capital funds, FIEs may also opt to use their
foreign exchange capital funds in accordance with the foreign exchange settlement procedures against
payments. For each foreign exchange settlement transaction processed for an enterprise based on the principle
of foreign exchange settlement against payments, the banks shall examine and verify the authenticity and
compliance in the use of the funds for prior transactions of foreign exchange settlement (including voluntary

settlement of foreign exchange and foreign exchange settlement against payments).

Domestic remittances and transfers and cross-border outward payments of the foreign exchange capital funds

of FIEs shall be transacted pursuant to the relevant regulations on foreign exchange administration.

Management of RMB funds from the voluntary settlement of foreign exchange capital funds of FIEs

-5-
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within the accounts for foreign exchange funds settled and to be paid

In principle, FIEs shall open accounts for capital items — foreign exchange funds settled and to be paid
(hereinafter referred to as “accounts for foreign exchange funds settled and to be paid”) on a one-to-one
corresponding basis for the deposit of RMB funds from voluntary settlement with their banks, and shall
process the various payment transactions through such accounts. Those capital fund accounts, domestic
accounts for the realization of assets, and/or accounts for domestic reinvestment that have been opened by
FIEs in the same name at the same bank branch may share a single account for foreign exchange funds settled
and to be paid. The RMB funds of FIEs gained from a settlement transacted based on the principle of foreign
exchange settlement against payments shall not be used for payments through accounts for foreign exchange

funds settled and to be paid.

The scope of receipts in the FIE capital fund accounts includes: foreign exchange capital funds remitted from
overseas or capital funds subscribed to and contributed by foreign investors (including contributions from
non-resident deposit accounts, offshore accounts, and domestic foreign exchange accounts of foreign
individuals); foreign exchange capital funds or capital funds subscribed to and contributed as transferred from
the special accounts for security deposits of overseas remittances; funds returned after transfers from these
accounts in compliance with the regulations; funds received from the capital fund accounts held in the same
name; funds returned due to the revocation of transactions; received interest income; and other receipts

registered with the SAFE (or the bank) or approved by the SAFE.

The scope of the payments from the capital fund accounts includes: foreign exchange settlement within the
business scope; transfers through the foreign exchange settlement into the accounts for foreign exchange funds
settled and to be paid; domestic transfers in the same currency to the special accounts for security deposits of
domestic transfers, capital fund accounts held in the same name, accounts for entrusted loans, special accounts
for centralized fund management, special accounts for overseas lending, and special accounts for domestic
reinvestment; outward remittances owing to capital reductions or withdrawals by foreign investors; outward
payments for current items; and other capital item expenditures registered with the SAFE (or the bank) or

approved by the SAFE.

The scope of the receipts in the accounts for foreign exchange funds settled and to be paid includes: funds from
foreign exchange settlement as transferred from the capital fund accounts, domestic accounts for the realization
of assets, or accounts for domestic reinvestment held in the same name or by a domestic equity investor; funds
transferred from an account for foreign exchange funds settled and to be paid held in the same name or by a
domestic equity investor; funds returned after transfers from these accounts in compliance with the

regulations; funds returned due to the revocation of transactions; received RMB interest income; and other
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receipts registered with the SAFE (or the bank) or approved by the SAFE.

The scope of the payments from the accounts for foreign exchange funds settled and to be paid includes:
expenditures within the business scope; payments of domestic equity investment funds and RMB security
deposits; transfers to the special accounts for centralized fund management and accounts for foreign exchange
funds settled and to be paid held in the same name; repayment of RMB loans after completed utilization;
foreign exchange purchases and payments or direct outward repayments of foreign debts; foreign exchange
purchases and payments or direct outward payments owing to capital reductions or withdrawals by foreign
investors; foreign exchange purchases and payments or direct outward payments for current item expenditures;
and foreign exchange purchases and payments or direct outward payments of other capital item expenditures

registered with the SAFE (or the bank) or approved by the SAFE.

RMB funds in the accounts for foreign exchange funds settled and to be paid shall not be transferred back to the
capital fund accounts through foreign exchange purchases. All the RMB funds transferred from the accounts
for foreign exchange funds settled and to be paid for the purpose of guarantees or payments of other security
deposits, except in the case of execution of guarantee agreements or deductions owing to default, shall be

returned to the accounts for foreign exchange funds settled and to be paid through the original route.

Utilization of FIE capital funds according to the principles of authenticity and company use within the

business scope

FIE capital funds and RMB funds from the settlement of such funds shall not be used for the following

purposes:

(1) Directly or indirectly used for expenditures beyond the business scope or prohibited under the laws and
regulations of the State;

(2) Directly or indirectly used for securities investments unless otherwise stipulated under the laws and
regulations;

(3) Directly or indirectly used for the supply of RMB entrusted loans (unless permitted by the business
scope), repayments of inter-company loans (including third-party advances), and repayments of RMB
bank loans refinanced to a third party; or

(4) For payment of expenses related to the purchase of real estate that is not for use by the FIE, except for a

foreign-invested real estate enterprise.

Facilitation of domestic equity investment by FIEs with funds from foreign exchange settlement

In addition to fund transfers for equity investment in the original currency, FIEs with investment as their main
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business (including foreign-funded investment companies, foreign-funded venture capital enterprises, and
foreign-funded equity investment enterprises) are permitted to make direct settlement of foreign exchange
capital funds or transfer RMB funds from an account for foreign exchange funds settled and to be paid into
the invested enterprise account according to the actual scale of the investment, provided that the domestic

investment project is authentic and in compliance with the regulations.

When ordinary FIEs other than the aforementioned enterprises invest in domestic equities with capital funds in
the original currency, the existing regulations on domestic reinvestments shall prevail. When funds from
foreign exchange settlement are used for domestic equity investments, the invested enterprise shall first register
for a domestic reinvestment with the local SAFE (or their bank) and open a corresponding account for foreign
exchange funds settled and to be paid, prior to the transfer of the RMB funds from the foreign exchange
settlement by the investing enterprise, according to the actual scale of investment, to the account for foreign
exchange funds settled and to be paid opened by the invested enterprise. When the invested enterprise

continues to invest in domestic equities, the aforementioned principles shall apply.

Standard administration of payments made using settled foreign exchange funds

(1) Foreign investors, FIEs, and other applicant entities shall provide, on an accurate and authentic basis and
pursuant to the regulations, the relevant certifying documents regarding authenticity to their banks, and
shall complete the Order of Payments with Funds in Accounts Related to Direct Investments (see
Appendix) when applying for payments with RMB funds from the settlement of capital funds (including

direct payments with foreign exchange capital funds).

(2) The banks shall, according to the principles of business development, such as “know your customer,”

b}

“know your business,” and “due diligence,” be responsible for verifying the authenticity of outward
payments with capital funds and payments with RMB funds from the foreign exchange settlement by the
FIEs. When handling each payment transaction with such funds, the authenticity and compliance of the
certifying documents with respect to the prior payment transactions shall be examined and verified. The

banks shall keep the certifying documents relevant to the settlement and use of the foreign exchange

capital funds of the FIEs for five years for future reference.

The banks shall report the data, including the accounts related to the capital fund accounts and the
accounts for foreign exchange funds settled and to be paid (account code: 2113), cross-border receipts
and payments, domestic transfers, foreign exchange settlement and sales within the accounts, on a
timely basis and according to the Circular of the SAFE on the Issuance of Foreign Exchange
Transaction Data Collection Rules for Financial Institutions (Version 1.0) (Huifa [2014] No. 18). In the

case of transfers of funds between accounts for foreign exchange funds settled and to be paid and other
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RMB accounts, the information on the domestic transfers shall be reported by filling in the documents
for domestic payments and receipts, and indicating the fund purpose code under the “invoice number”
column (according to “7.10: Code of Purpose for Foreign Exchange Settlement” in Huifa [2014] No. 18).
The transaction code for other transfers shall be indicated as “929070,” except for payments under

verification of goods trade.

(3) When enterprises are temporarily unable to provide certifying documents for special reasons, the banks
may make the relevant payments for the enterprises, provided that the obligation of due diligence has been
fulfilled and the authentic background of the transactions has been verified, and may file with the SAFE
through its relevant business system with respect to the special items on the date of payment. The banks
shall collect and examine the full set of relevant certifying documents resubmitted by the enterprises
within 20 working days of completion of the payment and report to the SAFE through its relevant business
system with respect to the resubmission of the certifying documents on the authenticity of the filing of

special items.

When FIEs use capital funds for the purpose of reserve funds, the banks need not require submission of
the aforementioned certifying documents regarding authenticity. The cumulative amount of payments
for reserve funds by a single enterprise in one month (including voluntary settlement of foreign
exchange and foreign exchange settlement against payments) shall not exceed the equivalent of

US$100,000.

When FIEs apply for settlement against payments with all the foreign exchange capital funds on a
one-off basis, or payments with all the RMB funds for the account for foreign exchange funds settled
and to be paid, but fail to provide the relevant certifying documents on the authenticity, the banks shall

not handle the corresponding foreign exchange settlement and payment transactions.

Administration of the settlement and utilization of foreign exchange account funds under other direct

investment items

Settlement of foreign exchange funds in domestic accounts for the realization of assets and accounts for
domestic reinvestment opened by domestic institutions shall be made with reference to the administrative

regulations regarding the FIE capital fund accounts.

Settlement of foreign exchange funds in the domestic accounts for the realization of assets and accounts for
domestic reinvestment opened by domestic individuals and overseas accounts for the realization of assets

opened by domestic institutions and individuals shall be made directly through the banks, against the relevant
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transaction registration documents.

Settlement of foreign exchange funds in the foreign investors’ accounts for preliminary expenses shall be

made according to the principle of settlement against payments.

Foreign exchange funds in the special accounts for security deposits of overseas remittances and special
accounts for security deposits of domestic transfers shall not be used through foreign exchange settlement. In
cases of execution of guarantee agreements or deductions owing to default, the relevant security deposits
shall be transferred into the other foreign exchange accounts for capital items of the recipients of the deposits
that have been registered with the SAFE (or the bank) or approved by the SAFE, and shall be used according

to the relevant regulations.

The interest income and investment income under direct investments in the above accounts may be retained
in such accounts, transferred to and retained in settlement accounts for current account items subject to their

recognition and listing as interest and/or income, or be settled and paid directly through the banks.

Further strengthening of follow-up supervision and investigations and administrative measures to deal

with regulatory infringements by the SAFE

(1) The SAFE shall strengthen its guidance and confirmation of the compliance of foreign exchange
settlements processed by banks and the utilization of FIE capital funds in accordance with the relevant
regulations such as the Regulations of the People's Republic of China on Foreign Exchange
Administration and the Regulations on Foreign Exchange Administration of Domestic Direct
Investments by Foreign Investors. Such confirmation work shall include the submission of written
explanatory and transaction documents by the relevant entities as requested, interviews with the persons
in charge, field inspections or duplication of the relevant documents of the entities, and notification of
any irregularities. With respect to banks with serious or malicious irregularities, their foreign exchange
transactions under capital items shall be suspended according to the relevant procedures. With respect to
FIEs with serious or malicious irregularities, their qualification to engage in the voluntary settlement of
foreign exchange shall be revoked. Prior to the submission of the written explanatory documents
and proper rectification, any other foreign exchange transactions under the capital items shall be

prohibited.
(2) The SAFE shall investigate and take administrative measures in respect of any infringements of this
Circular by FIEs and banks during the settlement and utilization of the FIE foreign exchange capital

funds in accordance with the Regulations of the People's Republic of China on Foreign Exchange
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Administration and the relevant regulations.

8. Other matters

This Circular shall take effect on June 1, 2015. In the event of any discrepancies with prior regulations, this
Circular shall prevail. The Circular of the General Affairs Department of the SAFE on Operational Issues
Concerning Improvements in the Administration of Foreign Exchange Settlement Procedures against
Payment of FIE Capital Funds (Huizongfa [2008] No. 142), the Supplementary Circular of the General
Affairs Department of the SAFE on Operational Issues Concerning Improvements in the Administration of
Foreign Exchange Settlement Procedures against Payment of FIE Capital Funds (Huizongfa [2011] No. 88),
and the Circular on Relevant Issues concerning Implementation of the Pilot Reform on an Administrative
Approach for the Settlement of Foreign Exchange Capital Funds of Foreign-invested Enterprises in Certain
Areas (Huifa [2014] No. 36) are hereby rescinded.

Upon receipt of this Circular, all SAFE branches and foreign exchange administrative departments are requested to
forward this document to the central sub-bureaus, branch bureaus, and banks within their respective jurisdictions

without delay. Timely feedback is to be provided to the Capital Account Management Department of the SAFE in

respect of any problems encountered during the course of implementation.

Appendix: Order of Payments with Funds in Accounts Related to Direct Investments

State Administration of Foreign Exchange

March 30, 2015

-11 -
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Appendix:

Order of Payments with Funds in Accounts Related to Direct Investments

Bank (Bank code: )

You are requested to use the funds in accounts related to direct investments of our company for the following

purposes as indicated:

o Foreign exchange settlement and payments

o Payments with RMB funds from foreign exchange settlement

o Outward payments with foreign exchange funds

Whether the funds for payment have
been recognized as the rights and

Type of payment account Payment account number interests of capital contribution (or the

receipt of monetary capital
contribution has been registered)

Industry Amount and
Payee category of currency of the
the payee payment

Bank name of the | Payee account Purpose of the
payee account number funds for payment

Total

Important notes:

1.

Accounts related to direct investments and RMB funds from foreign exchange settlement within these

accounts shall not be used for the following purposes:

(1) Directly or indirectly used for expenditures beyond the business scope or prohibited under the laws and
regulations of the State;

(2) Directly or indirectly used for the purchase of investment and wealth management products other than
principal-protected products or other negotiable securities, unless otherwise stipulated under the laws and
regulations;

(3) Directly or indirectly used for the supply of RMB entrusted loans (unless permitted by the business
scope), repayments of inter-company loans (including third-party advances), and repayments of RMB
bank loans refinanced to a third party; or

(4) For payment of expenses related to the purchase of real estate that is not for use by the FIE, except for a
foreign-invested real estate enterprise.

The cumulative amount of payments for reserve funds by a single enterprise in one month (including

voluntary settlement of foreign exchange and foreign exchange settlement against payments) shall not exceed

the equivalent of US$100,000.

Note: Complete the form according to the following instructions.

We hereby guarantee that we have carefully read and fully understand the important notes to the above table and

the attached instructions and that the information we have provided in the Order of Payments with Funds in

Accounts Related to Direct Investments is authentic and effective; and we further guarantee that the funds under

this application for payments shall be used within the business scope and according to the laws and regulations. In

the event of any change in the purpose of the payment or false promises, we, as well as the legal representative of

our company, shall be responsible for the legal consequences in accordance with the Regulations of the People's

Republic of China on Foreign Exchange Administration and the relevant laws and regulations.
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Contact: Contact number:

Legal Representative of Company (signature) Company (seal)

Date:

Instructions for Completing the Form

Check the box corresponding to the relevant payment option: “foreign exchange settlement and payments,”
“payments with RMB funds from foreign exchange settlement,” or “outward payments with foreign exchange
funds.” The option of “foreign exchange settlement and payments” refers to direct payments to the actual
payee (including transfers to the accounts for foreign exchange funds settled and to be paid) after foreign
exchange settlement of the funds in accounts related to direct investments; the option of “payments with RMB
funds from foreign exchange settlement” refers to making payments with and using funds in the accounts for
foreign exchange funds settled and to be paid (including foreign exchange purchases and payments with RMB
funds); and the option of “outward payments with foreign exchange funds” refers to direct outward payments
with foreign exchange capital funds. Only one option may be chosen for each form, and separate forms shall

be completed if all three options are applicable.

The type of payment account refers to the type of account from which the funds for payment are transferred,
including a: capital fund account, account for domestic reinvestment, domestic account for the realization of
assets, overseas account for the realization of assets, account for preliminary expenses, and account for

foreign exchange funds settled and to be paid.

When filling in the column under “purpose of the funds for payment,” provide standard purposes (payment
for goods, payment for engineering projects, payment for security deposits not in the same name, payment for
consulting fees, payment for other service fees, advances, payment for taxes, payment for salaries and other
labor earnings, land-transfer fees, real estate purchases, other fixed asset purchases, payment for equity
subscriptions, repayment of bank loans, transfers to accounts held in the same name, settlement of foreign
exchange interest, reserve funds, cash, personal purposes, purchase of principal-protected investment products
of banks, transfers to the account for foreign exchange funds settled and to be paid, special filings, financing
leases, execution of guarantee agreements, petty loans, factoring facilities, or other purposes). In case of
advances or payments for other purposes, a separate explanation of the purpose of the funds shall be

submitted.

Where the purposes of the funds for payment differ, separate entries shall be made accordingly.

Where this form is completed by any other person authorized by the legal representative of the company, a

letter of authorization shall be provided separately.
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Disclaimer & Confidentiality

1.  Legal and accounting advice: The information contained herein does not incorporate advice on legal, accounting or tax issues. You should obtain
your own independent professional advice on the legal, accounting and tax aspects of this information.

2. Confidentiality: The information contained herein is given for general informational purposes only and shall be kept strictly confidential. This
information is intended for your company’s internal use only, and the disclosure to any third party is strictly prohibited.

3. Copyright: The information contained herein is, as a general rule, the intellectual property of MHBK (China), and may not be copied, duplicated,
quoted, reproduced, translated, or lent, in whole or in part, in any form or by any means for any purpose whatsoever without prior consent.

4. Limitation of liability:

(a) The information contained herein was obtained from information sources deemed reliable by MHBK (China) but in no way is the accuracy,
reliability or integrity of such information guaranteed. MHBK (China) disclaims any liability whatsoever for any damage arising out of or
relating to this information. Moreover, the analysis herein is hypothetical and is not intended as an indication of the certainty or completeness of
the results thereof.

(b) Please note that information to be disclosed hereafter, appraisals, the opinions of credit rating agencies, and/or changes in the system and/or
financial environment may necessitate substantial modification to the relevant processes and/or schemes, which may have the effect of
rendering the analysis herein ineffectual. Further, this information is not intended to be an exhaustive statement of the risks to which your
company is exposed.

5. The information contained herein does not constitute a solicitation or offer by MHBK (China) to buy or sell any financial instruments or to provide
investment advice or service.
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