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Welcome to this month’s issue of White & Case’s
China Finance Bulletin. The bulletin offers you regular
updates on the PRC finance sector ensuring you

stay up to date with the latest legal, regulatory and
practice developments.

SAFE Delegates Approval Rights to Lower Branches In Effort
to Streamline Approval Process for Capital Account Foreign
Exchange Transactions

On June 29, 2010, the State Administration of Foreign Exchange (“SAFE”) issued the Notice
Regarding Adjustment of Authority to Approve Certain Capital Account Foreign Exchange
Transactions (B RINLCEEFx FREE 5 %A E Ll 55 = #EABRAYE &) (the “SAFE

Notice 29”), which came into effect on July 1, 2010.

SAFE Notice 29 has delegated the approval authority for a number of foreign exchange
transactions involving capital accounts (the “capital account Forex transactions”) from the
central SAFE to the provincial branches of SAFE (the “SAFE Branches”) and has further
delegated the approval authority for additional capital account Forex transactions from the
SAFE Branches to their respective principal sub-branches (the “SAFE Sub-branches”).

This delegation of approval authority aims to streamline the approval process and the time that
is required to secure the necessary SAFE approvals for various capital account Forex
transactions. For example, under SAFE Notice 29, foreign investors acquiring land use rights
or a domestic company’s equity in an equity exchange now may seek SAFE approval from the
relevant SAFE Principal Sub-Branch instead of the relevant SAFE Branch for the funding of
escrow, settlement or security deposit accounts. The approval of such account funding by the
lower branch of SAFE is expected to result in a quicker turnaround time and as such, SAFE’s
delegation of approval authority may bring about greater certainty to the completion of foreign
investors’ acquisitions.
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Highlighted below are capital account Forex transactions
which can be approved by the SAFE Branches instead of the
central SAFE, following the passage of SAFE Notice 29:

> adomestic company’s remittance of foreign exchange to
its offshore subsidiary or affiliate where the amounts of
remittance exceeds the maximum amount permitted
under the SAFE regulations (pursuant to the Measure on
the Administration of Domestic Enterprise’s Outbound
Remittance (X FHERBWIBABRINCEER T XERE
A1) issued by SAFE on June 9, 2009, provided that the

amount of such remittance (together with all prior
remittances) does not exceed the lower of (i) 30 percent
of the equity interest of that domestic company and (ii)
the domestic company’s approved investment amount in
that subsidiary or affiliate);

> a capital account foreign exchange transaction which
complies with SAFE’s prevailing administration
principles and regulations but is not currently governed
by a specific SAFE regulation or procedure; and

> the annual verification of short-term foreign debt
quotas of a domestic company in accordance with
the verification principles set by the central SAFE
for that year.

Each SAFE Branch may delegate approval authority for the
following capital account Forex transactions to its Sub-
Branches, if it determines that such delegation of authority is
warranted by the conditions in its governing jurisdiction:

> the opening, change or cancelation of a foreign currency
bank account set up by a foreign investor for the
purposes of placing security deposits to pay for the
foreign investor’s bid for land use rights in China and the
transfers of funds in such account;

> the opening, change or cancelation of a foreign
exchange escrow or settlement account that is set up by
a foreign investor for the purposes of depositing the
purchase price or security deposits in connection with
that foreign investor’s acquisition of an equity interest of
a domestic enterprise through an equity exchange in
China and the transfers of funds in such account;

> the outbound remittance and inbound receipt of foreign
exchange by a domestic company from or to, as the
case may be, the capital account of a domestic
company; and

> the repatriation of foreign exchange by a Chinese
individual and the foreign exchange settlement by such
individual for the purpose of participating in an employee
stock or stock option plan offered by a company that is
listed outside of China.

m  Every designated Chinese bank that is authorized to perform
foreign exchange transactions now has the authority to
approve the following categories of capital account Forex
transactions and such approval authority used to be held by
the SAFE Branches:

> the purchase of foreign currency for the remittance of
profits by a Chinese non-bank financial institution
(excluding insurance companies) to its offshore foreign
shareholders; and

> the outbound remittance of foreign exchange by a
domestic company to pay fees and expenses incurred in
connection with a listing of that domestic company
outside of China.

For more information on SAFE Notice 29, please visit the following
Chinese language link:

http://www.safe.gov.cn/model_safe/laws/law_detail.jsp?ID=804010
00000000000,33&id=4


http://www.safe.gov.cn/model_safe/laws/law_detail.jsp?ID=80401000000000000,33&id=4

Worldwide. For Our Clients.

36 Offices. 25 Countries.

This bulletin is provided for your
convenience and does not constitute
legal advice. It is prepared for the
general information of our clients and
other interested persons. This bulletin
should not be acted upon in any
specific situation without appropriate
legal advice and it may include

links to websites other than the

White & Case website.

White & Case has no responsibility
for any websites other than its own
and does not endorse the information,
content, presentation or accuracy,

or make any warranty, express or
implied, regarding any other website.

This bulletin is protected by copyright.
Material appearing herein may be
reproduced or translated with
appropriate credit.

www.whitecase.com

Finance at White & Case

White & Case’s global banking and finance capability is one of the world’s strongest. The
Firm’s historical focus on the representation of banking clients means we are ideally placed

to understand and represent these interests. Our bank finance practice is known for structuring
first-of-its kind deals, responding quickly when decisiveness matters and delivering the success
that further establishes our leading credentials:

m  Tier One for China Banking & Finance (Foreign Firms)—Asia Pacific Legal 500, 2010
m  Tier One for China Banking & Finance (Foreign Firms)—Chambers Asia, 2009

m  Tier One for Global Banking & Finance—Chambers Global, 2008

m  Ranked Number One in Global Bank Finance 2007—Mergermarket Tables

Our noted areas of expertise include acquisition finance, bank advisory, credit transactions,
derivatives, leasing and other asset-backed activity, and structured finance. In China and globally,
our experienced team is intimately familiar with every aspect of deal structure, negotiation and
documentation, and we aim to give precisely the right level and type of support at each stage of
the deal—starting with strategic advice on alternative structures through negotiation and
documentation, keeping your deal on track.

Our Firm

White & Case is a leading global law firm with lawyers in 36 offices across 25 countries. We
advise on virtually every area of law that affects cross-border business and our knowledge, like
our clients' interests, transcends geographic boundaries. Our lawyers are an integral, often long-
established part of the business community, giving clients access to local, English and US law
capabilities plus a unique appreciation of the political, economic and geographic environments in
which they operate. At the same time, working between offices and cross-jurisdiction is second
nature and we have the experience, infrastructure and processes in place to make it happen
effortlessly.

We work with some of the world's most well-established and most respected companies—
including two thirds of the Global Fortune 100 and half of the Fortune 500—as well as start-up
visionaries, governments and state-owned entities. Some of our independent accolades include:

m  “Asuperb firm with an excellent practice and great global coverage, White & Case is
respected by both peers and clients.”—Chambers Global 2009

m  Five Firm of the Year Awards 2009—Asian-Counsel

m  Dealmaker of the Year 2009—American Lawyer

m  Top Global Bankruptcy Law Firm 2009—The Deal

m  Top Tier in Global Arbitration 2009—Focus Europe

m  Global Elite in Antitrust/Competition 2009—Global Competition Review

m  Corporate Finance Deal of the Year 2009—Latin Lawyer

m  Ranked No. 1 in Bloomberg Americas and Global Capital Markets Legal Adviser League
Tables Q1 2009—Bloomberg

White & Case means the international legal practice comprising White & Case LLP, a New York State registered limited liability partnership,
White & Case LLP, a limited liability partnership incorporated under English law and all other affiliated partnerships, corporations and undertakings.



