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On September 15, 2025, the State Administration of Foreign
Exchange (or SAFE) released the Notice of SAFE on Matters
Related to Deepening Reforms in Foreign Exchange
Administration for Cross-Border Investment and Financing and
the supporting Operational Guidelines for the Facilitation Policies
to Deepen Foreign Exchange Administration for Cross-Border
Investment and Financing (collectively, the “Notice”). The Notice
introduces nine measures across three key areas — foreign direct
investment (“FDI”), cross-border financing, and payment of
capital account income — to further streamline cross-border
investment and financing processes. Highlights of the Notice
include, among others:

1. Cancelling the registration of domestic reinvestment by
foreign-invested enterprises (“FIES”). The Notice stipulates
that when FIEs use their foreign exchange capital or the
RMB proceeds obtained from foreign exchange settlement
for domestic reinvestment, the reinvested funds may be
directly transferred to the recipient's account and the
requirement for the fund recipient to complete the basic
information registration or subsequent amendment for such
reinvestment is no longer needed. This reform exempting
the registration requirement, first piloted in select regions
including Beijing, Shanghai, and Guangdong, has now
been expanded nationwide by the Notice.

2. Permitting domestic reinvestment of foreign exchange
profits under FDI. The Notice expressly permits FIEs and
foreign investors to use foreign exchange profits for
domestic reinvestment, subject to review by the executing
bank confirming that the following conditions are met: (i)
the foreign exchange profits were lawfully generated and
obtained; (ii) the transferred amount matches the scale of
the reinvestment or the equity transfer price; (iii) the
amount of funds transferred shall, in principle, not exceed
the ending balance of the undistributed profits as reflected
in the FIE's most recent audited financial statements; and
(iv) the enterprise to be invested in has completed the
corresponding foreign exchange registration and the equity
transfer price is reasonable.

3. Raising the foreign debt facilitation quota for sci-tech
enterprises. The Notice uniformly raises the foreign debt
facilitation quota for high-tech, “professional, refined,
specific and novel”, and technology-based small and
medium-sized enterprises (collectively, the “qualified sci-
tech enterprises”) to USD 10 million equivalent.
Furthermore, audited financial reports are no longer
needed for foreign debt facilitation registration. This reform
enables qualified sci-tech enterprises to independently
borrow foreign debt within the quota, without being subject
to the limitations of net asset value or “the difference
between the total investment and registered capital”. The
pilot program for foreign debt facilitation quota for sci-tech
enterprises has been gradually implemented in multiple
provinces since 2018. The Notice extends the facilitation
quota of up to USD 10 million equivalent nationwide,
enhancing financing flexibility of qualified enterprises while
also facilitating foreign investors’ investment in domestic
sci-tech enterprises.
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On September 30, 2025, the Supreme People's Court (or SPC)

2



|N| i — 1B F AT

HAMN Y1 LAW OFFICES

CHINA REGULATORY UPDATES

Q3, 2025

TEM (b NIRIERNE A 735 A T R R R
(ER WA )« (ERBRAE) 7 O [ATFHEKR
B (ERE WA WRHAE202457 7 A 2T )5
M (e NRIEFE A RE)  CFF (AR 7,
BARDHriE WP (B HSLIEBhE) 20234 5 Y22
T XMBUATH B IA (A FRE) AlEMREBET T
15 A TE, A5 1k KA JE A 4 AT 1 =] A
Beo  (AERE WA ERRERMZE LT

1. P RAFRBKMRIVERE:  (GERE A M
5 (1) 2 7] 328 P IBEAR B S B2 ) N L 43 ) 4%
1 P 2 ) B HE R 2 (i) A BR 53 4E 2 W) At N HR
FFA oy 7] B HBE A A I BALSR R AR 1K), 2
2 W AR (A E) B H T8 T ORIk
TR AR 2 R R R E 5 — F IS T 5
SR AE B BRI SRIBE AR AN IR
TR, B AR DM 2 ] 1 S N EEAT A
mfmik. HoMERETH (AFE) H-0
N =S P RO 55 B B AT O, (R HLE
SOEH TR A RAR, HRIMEAFARES
W& M Al CRESR B AR SEbr 1o
A PR TAE 2 7] 10 55 55 B AT NGB T AR 2 vk
WL ER

2. 2 A it e A B ORI B SO AT O R -
CHESR & ARD) WO 5838 7 (e AR R
FHEHTERZWALE) (“CLREEY 7))
ST R B e S TR AT R B R (i)
FERL T JZ T, FLE 5 2 m ZEAT 19X I8 1 13 i )
EAR BE LA A sE HAEBRR . Sebs
FEHAT LRSI e Rk L (il e AT )=
M, BEH T CLRLE) A= RIEAT G
e AR N AN 225K 24 =) [l W i e, itk —
A W~ B AR DR 15 DL T FAE A G ZR A H
ARFERE B ) 1) 3 20 BAR AR DA, (BRI S =
NARARLYSE FHA LR DI

CHESR B AR BORRE B a7 M2 ] e 7 B A 5T 5
AN RAERERE N, BR T UL EAR, XA ST
FEA R B AL 6] B RAR B4 ZOR, B AF
W 55 0% B BR ) S5 R0 BEAT T A4 R, A2 1R SUR AR R
TRER 20 F LS e AR R, AR A
ZESE N R S WAF S o ilbeid

DISPUTE RESOLUTION / % ilf# vk

Newly Amended Arbitration Law Officially Adopted

2025F9H12H, +NjsaEAKEZEE LIRS
WR B T HAET 0 P e N R E M%)
CBr (PR EVEY 7 ) o RIRIEIT & (P #32) A
19954 il AT LR I i IR A THEIT, #7 (fh#Ek) BT
202643 H 1 HR IE it AT, BT s

1. ZEESMEARIRRERE: B (%) £)R

released the Provisions of SPC on Several Issues Concerning
the Application of the Company Law of the People’s Republic of
China (Draft for Comments) (the “Draft Interpretation”) for public
comments. Based on the amended Company Law which took
effect as of July 1, 2024 (the “New Company Law”, please refer
to our 2023 Quarter 4 issue of China Regulatory Updates for
detail), the Draft Interpretation revises and supplements the five
currently effective judicial interpretations of the Company Law
and will replace the existing judicial interpretations once formally
issued. Here is the summary of a few key proposed provisions:

1. Expanding the scope of connected guarantees. The Draft
Interpretation stipulates that (i) guarantees provided by a
company for entities directly or indirectly controlled by its
controlling shareholder or de facto controller, and (ii)
guarantees provided by a limited liability company (“LLC”)
for others to acquire equity in the LLC itself or its parent
company, shall be subject to article 15 of the New
Company Law requiring a resolution of the shareholders’
meeting for connected guarantees. The first scenario brings
certain "hidden connected guarantees" under supervision,
aiming to further regulate tunneling of benefits from
companies to their de facto controllers. The second
scenario falls under the financial assistance regulated by
article 163 of the New Company Law. But article 163
applies only to companies limited by shares, and whether
LLCs can refer to the rule is controversial. The Draft
Interpretation effectively sets a shareholders' resolution
requirement for financial assistance provided by LLCs.

2.  Refining rules on valuation adjustment mechanism (“VAM”,
also known as bet-on agreement) agreements. The Draft
Interpretation incorporates and refines the rules
determining the validity and performance of VAM
agreements as set forth in the Minutes of the National
Courts’ Civil and Commercial Trial Work Conference (the
“Minutes”). Specifically, (i) in terms of validity, the Draft
Interpretation provides that VAM agreements entered into
with a company are valid in principle, but VAM agreements
concluded with a listed company or its controlling
shareholder or de facto controller are void; and (ii) in terms
of performance, the Draft Interpretation reaffirms the rule in
the Minutes that a company cannot be enforced to
repurchase its equity if it has not completed a capital
reduction procedure and further clarifies that, absent a
capital reduction, the company cannot be held liable for
breach of contract or failure to fulfill guarantee obligation.
However, it does not affect the enforcement of guarantee
obligation assumed by a third party.

The Draft Interpretation covers the application of law across the
entire process from company establishment to dissolution and
liquidation. In addition to the aforementioned points, the Draft
Interpretation also provides more detailed rules on aspects such
as the timing of equity transfer in LLCs, requirements for
anonymous shareholders to be recognized as registered
shareholders, and restrictions on financial assistance of listed
companies. The Draft Interpretation is supposed to have an
important impact on judicial practice once officially issued and we
will continue to monitor and update subsequent developments
and progress.
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On September 12, 2025, the Standing Committee of the National
People’s Congress officially adopted the revised PRC Arbitration
Law (the “New Arbitration Law”), which represents the first overall
amendment since the Arbitration Law’s enactment in 1995. The
New Arbitration Law will take effect as of March 1, 2026, with key
changes outlined below:

1. Refining interim measures in arbitration. The New

Arbitration Law expands upon the existing provision on
property and evidence preservation by introducing conduct-
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specific injunctions and pre-arbitration preservation. The
expansion ensures the interim measures in arbitration the
same as those available in litigation and the rules of
arbitration law consistent with the Civil Procedure Law,
providing more safeguards for parties’ rights before final
awards are issued.

2. Advancing alignment of foreign-related arbitration with
international rules. In response to the growing number of
cross-border disputes and the urgent need for China's
arbitration system to align with international arbitration
practices, the New Arbitration Law makes multiple revisions
to the foreign-related arbitration chapter, including: (i) prior
to the amendment, the special provisions for foreign-related
arbitration only applied to foreign-related economic, trade,
transportation, and maritime disputes. The New Arbitration
Law adds a catch-all clause covering “other foreign-related
disputes”, thereby extending the applicability of the special
provisions to all foreign-related disputes; and (ii) ad hoc
arbitration is introduced to a limited extent and applies
specifically to foreign-related maritime disputes as well as
foreign-related disputes between parties residing in Free
Trade Pilot Zones, Hainan Free Trade Port, and other
designated areas. Parties choosing ad hoc arbitration may
designate China as the seat of arbitration and appoint
qualified arbitrators to form an arbitral tribunal. Besides, ad
hoc arbitration shall be filed with the arbitration association
for record-keeping.

3. Other notable revisions. (i) Online arbitration is formally
recognized as a valid form of arbitration; (ii) introduction of
implied acceptance of arbitration agreements: the New
Arbitration Law stipulates that where one party fails to deny
the existence of an arbitration agreement upon the arbitral
tribunal’s inquiry prior to the first hearing, an arbitration
agreement is deemed to exist; and (iii) establishment of
arbitral tribunals’ power to investigate: arbitral tribunals are
authorized to “request authorities to provide assistance” in
collecting necessary evidence under the New Arbitration
Law, but ways of assistance and enforcement mechanisms
remain to be clarified in further practice.

Overall, the New Arbitration Law makes some progress in
aligning with international practices, strengthens judicial support
for arbitration, and unifies several rules subject to divergence in
practices. These refinements are expected to bolster parties’
confidence in arbitration and increase attractiveness of arbitration
as a preferred method of dispute resolution.
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