75 ST TR

BEON IR TE 1IN
B RANBTRE -

T T IE M ANC H RS 2 R, BEAM BT
IGTT YA H 358 o A A i i P T % I T
K HAEEBA IS, m5E, fE AR
MANE R B(SDR) BT M T, ANRMEPR{
FBARAEA TR . FEBRE SN, WATNESRNE
Wb [ AV AMR B — A T AR e, B2 E 2
AN R Mt AT 585030 o
—  FERIEEMRE

P T N R M A B S I HE 1 2
2011 A=A N BARAT LA ) (B Sh Bt BTN T
SR RUE BLIPED) (RURfRIAR (M) ™) ME S
HNCE B RRERATN (T REEs R AR MR A
T H Mk S5 3R AR AT S IR @ &) CBLR fai AR Gl
) .

MR (%), MBS o MR a8 5l mth X
SN ECTE M I AR SRl dolk, AnBEAT SRS B (BLHE
WL I ST AR AN L B S £
b BT H A B BT AT R 1 AL B B A B
ML), TR SIEEEIRIF BR Ah BBt
FEEMIIZAES S5, #RATRRAT I BB b B
BRANRMB I, ELIHELL TR A

(1) B K AT 2 A A R A
[7] 58 b ELRE BB A8 B 1] FR A AR R O BB AR A

® A bA RQDIN SR B HAT BIAME S 5 MO L.«
MR LTI RSB o AR MRS R AR @MY (R
(2010) 186 5), BEHIH NRMAF AKX AR, K. W

To)

JUNHE

20164E3 H 16 H

£ )al 7R

PAN BT 58540

15%;

(2) ICHE A ERN R B AN B A
I 5T Ah BB PR B A BT I B Ah B R R B
ISP

BEAk, A Ja AR a] L, (i) A (Gl
KD ABA T IEE - LA R I B ELER B,
S5 LR AT DCRE FL A5 I B A LR R AL, DA
RMCIEE A o S AU RIS A B Aok B 5E L Ok
BB TR RAEANR TS, ATRUESS
BT E WA BRAT B A
RN &L AT 4L,

PR B DN R T B B B4, Be A ik
A LA EAE BTN AT N I AL BRSO IR R
W& CINE) BB+Tgk, P BT ARAT AT BAE IR 5%
P E 171358 P9 Aok AE 358 A0 8 BT A ok B0 H R N
RO BEEK . 1 58 A ALl ad i 358 0 e 57 (A Re ik H 1
NPT NR MG SO IR S0 7T fE
1.

—. TF&
CINEY R GBI E 2011 FHEEASTH —

S0 T PSR DS BN I T R B | B A
ANV RN E B M. T e T AN

E TN Vs SN ot A1/ NI A SN - =SR[N | N I SN
M. EmPK WU =FE. WAk BRI, VU, BrEEdt 20 My (A
wK. HEED,



B A LIRS E MRS I, AR T B e bR
A VA e FREE M B IR L T — 2k ig 2.

MARYEBA T T AR AR R, Xt HSEH
N MM B, B A CECRRERS, H5K
B rh — BRI BT X e T AT AT AR S 53

A Xl X o RN, g B kg U R AL TE ) Ab
MMTAE N R AR A5 B, 58 A Al 3d 75 5 fR 4
BB X A ERAT AT LAEAT AR St e B4k, BLA
B T W AT e 2 6] 70 PR SR BURT 11 B 46 S A%
4\ 5 5y IRV B VA R AT ) BLAR 2RI 18] 5534 Fl T £
SN, R SR SR AT T A RE A 2 HE

ik A ABIKN HIE: 8601085192414  HEFHubE: zhangying@junhe.com
s T Hi%. 8601085191257  HEAEHibE: luwt@junhe.com

AN EAG B2 B B3R . A SRR P 2 A R & T 95 55 B AR ik i s B il . i AR e £
WE, BOEREESE MG “wwwjunhecom” EESMEANRS “B4ERIER” IES

“JUNHE_LegalUpdates”.

S HBTELAEROI . AR AR WBIEL . INERTE NI 20 A E SO AT EEAT A

REHEZHE-

SR ME, BT HUATE A KB EL I RALHE R SN B B U B T BE A

Ble ik, AEAPERAISCTERS, P A N R SR R


mailto:zhangying@junhe.com
mailto:luwt@junhe.com

UN HE BULLETIN

Due to the recent stringent control of foreign
exchange outflow and for certain other reasons,
remittance of foreign exchange out of China for
outbound investments has taken longer than
before and the uncertainty has also increased.
Meanwhile, with the recent inclusion of Renminbi
in Special Drawing Rights currency basket,
Renminbi's internationalization has expedited.
Against this background, we expect that more
Chinese entities will invest overseas directly in

Renminbi funds.
I. Applicable Rules

The applicable rules concerning Renminbi
overseas direct investment® mainly include the
Measures for the Administration of Pilot Program
on Settlement of Outbound Direct Investment in
Renminbi promulgated by the People's Bank of
China in 2011 (the “Measures”) and the Notice on
Certain Issues in Relation to the Administration of
Renminbi

Handling of Cross-Border Capital

Accounts issued by the State Administration of

1 Our discussion here does not cover the “overseas securities
investment” through RQDII scheme or other routes.
2 Pursuant to the applicable rule, the region covers Beijing,
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Foreign Exchange in the same year (the “Notice”).

Under the Measures, a non-financial enterprise
registered in the pilot program region? may, after
completing the

required governmental

filing/approval procedures, have banks remit
Renminbi funds out of China for their outbound
direct investments (greenfield projects or
acquisition of equities or other interests in
overseas entities), within the amounts as set forth

below:

(1) the total amount of preliminary expenses
remitted out of China shall, in principle, not
exceed 15% of the total investment amount as
stated by the Chinese investor in its

application documents submitted to the

relevant authorities; and

(2) the total amount of Renminbi funds and
foreign exchange funds (if any) remitted
outward shall not exceed the total investment
amount as approved/filed with the relevant

authorities.

Tianjin, Shanghai and 17 other provinces, municipalities and
autonomous regions.



The Measures and the Notice also provide that
profits earned from the overseas direct investment
in Renminbi and certain other earnings and
expenditures generated therefrom may be

remitted outward and inward in Renminbi.

In addition to the direct investment in Renminbi
funds, there seems to be another possible route
where, pursuant to Article 15 of the Measures, a
Chinese investor may, via its overseas subsidiary,
obtain Renminbi financing overseas for the

payment of the acquisition price.
II.  Our Observations

The Measures and the Notice have been in place
for some time, but it seems that for various
reasons, Renminbi was not the currency that
many Chinese investors considered using for their

overseas acquisition. However, due to the recent
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3 Currently, over 20 countries and regions, including Singapore
and Hong Kong, can handle Renminbi clearing.

4 For example, the Measures provide that a Chinese investor
must specify the amount of Renminbi funds which it plans to

difficulty in outward flow of foreign exchange, we
have noted that more and more investors now turn
outbound

to Renminbi to facilitate their

investments.

From our experience, replacing foreign funds with
Renminbi seems to be a viable option for many
outbound transactions, if the target is registered in
a country or region where RMB clearing can be
handled®. From a transactional (not a regulatory)
point of view, if the counterparty does not accept
Renminbi, Chinese investors need to ensure that
the Renminbi funds can be converted into the
agreed currencies in the destination country.
Furthermore, the payment in Renminbi may have
potential impacts on the transaction structure,
closing arrangement and timeline, etc. Hence, it
needs to be well planned ahead in order to invest

in Renminbi funds?.
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use for its overseas direct investment in its application
documents to the relevant authorities. Hence, Chinese investors
must leave the room for future investment in Renminbi at the
stage of governmental procedures.
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