APAC - China E-Bank Draft Acceptance

Objective and Scope

Objective

This local operational procedure (LOP) demonstrates processes and procedures to execute account receivable activities in E-Bank Draft Acceptance for
legal entities in CHINA. This LOP provides instruction for users to perform recurring activities and reacting expected scenarios.

Scope

This local operational procedure (LOP) applies for Accounts Receivable activities of CHINA entities:

Solvay Chemicals (Shanghai) Co Ltd 6078
Solvay (Shanghai) Co Ltd 5876
Solvay (China) Co Ltd 7728
Solvay (Shanghai) International Trading Co Ltd 6859
Solvay (Zhenjiang) Chemicals Co Ltd 7811
Solvay (Zhangjiagang) Specialty Chemicals Co Ltd 6526

Solvay Hengchang (Zhangjiagang) Specialty Chemical Co Ltd = 7810
Cytec Engineered Materials ( Shanghai) Co Ltd 7776

Cytec Industries ( Shanghai) Co Ltd 7734

*other China entities are under Cashier (Finance Local team) scope.

Reference Documents

Process Flow (shown in the process)

Definitions

LOP: Local Operating procedure
BD:Bank Draft

SBS:Solvay Business Services
AR:Accounts Receivable
TSU:Treasury Service Unit
CAM:Country Accounting Manager

Process Flows

1. Bank Draft Acceptance

Bank Draft is one of the regular payment methods in China, Solvay requires all Bank Drafts received to be in Electronic form, these are known as
"Electronic Bank Drafts" or "e-BD",

and there are standardized control and procedure to accept Electronic Bank Draft that are paid by customers.



Electronic Bank Draft Acceptance
On a Daily Basis

Customers use e-BD as payment

@)

(" MonitoreBD ) (" VerifyeBD ) [ Check Status Post and Share |
Login to bank portal y Verifyife-BDis Check through bank y| Perform SAP posting
and check if there is compliant with portal if acceptance and share details in
o e-BD received company policy ) status 1s succeeded defined shared point
< A
Online Accpet
Online accept e-BD End
through bank portal
[ —

A

Online Authorize

Confirm to Accept

No E
Confirmed? Confirm if unquali- %@ Online authorize

Controller
or CAM

fied e-BD can be
transferred to vendor through bank portal )
N 000/
Yes
E‘ Yes
P W
g '/A]]prm'e to Accept |
L0 | ~pprove to Accept |
e < , No
] Approve to accept Approved? End
—g & unqualified e BD
e J
5
a

Step:

On a daily basis, AR monitor and accept Electronic Bank Draft as following procedures:
1) Login to bank portal to monitor bank draft receiving;

1.1) After login, go to "Draft Service" and "Draft Service Home Page".
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1.2) Select bank account and click at the pink number in the portion of "Confirm Draft Receipt" and "Endorsee's Signature” to see bank draft details.
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1.3) Download or copy bank draft details and paste them into a defined shared point.
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2) Verify Bank Draft qualification whether it aligns to company policy **;

BD Acceptance Criteria

== Format

® Only e-BD acceptable

mnl Issuing Bank

e 31 acceptable issuing banks by 3 tiers based on credit risk
(tier 1 & 2 recommended)

wd  Face Value

e  Minimum threshold CNY 100,000

mad Duration

e Duration with less than 3 months recommended

** The latest Bank Draft Policy communicated in October 2020. (Link to Bank draft policy of Treasury)
If Bank Draft is unqualified, it can either be rejected or be accepted, but it requires confirmation from the Controller and approval from the Head of Treasury

APAC. Usually, the Controller would consider its availability to be transferred to the vendor.

3) Accept Bank draft on bank portal;
3.1) Select account number and Bank draft, then click "Agree to Accept By Endorsement”.
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3.2) Notify the authorities (Controller or CAM) to authorize online at the 2nd level.


https://docs.google.com/document/d/1byNBenbs-Dk2zcKqcctPxH-o_Mv9j7_Pr94sMo1S9Ic/edit

4) Check acceptance status;
4.1) Go to "Draft Service", "E-Draft Inquiry" and "Signing Operation Record Inquiry"

b E-Dvalt Busceiving

¢ Doviwe E-Dleatt

4.2) Insert required information and click "Inquire”

Inquirer Account: Upon request
Operation Type: Confirm Draft Receipt/ Endorsee's Signature
Operation Status: All

Starting/Ending Date of Preliminary Entrustment: Upon request

— Employes Basic inform Inguiry
* Imquirer Acoount © hd
“Operation Type : Confirm Dvaft Recegpt i “Operation Siatus : All -
*Startineg Ciate: of Preliminary Entnastment 1 20180425 ' *Ending Date of PASINANT o ;o .
Entnustenent :
More Inguiry Conditions ¥
Enquire Reset

Below is the list of operation statuses.
All A Authorization Rejected ~
To be Authorized In processing
Authorization Rejected Operation Failure

. W
In processing v

Operation Succeeded
Please note that the acceptance process is completed when the status is changed to "Operation Succeeded".

= Imsguine about Result

Hote Mumbser Diraft Type Draft Amount Operation Type :T:;ﬂm Drawing Date Maturity Date
DEdation
succreded

2. Bank Draft Return/Exchange



Electronic Bank Draft Return/Exchange
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Sometimes customers would request to return the Bank draft back, either the same Bank draft or another with a lower amount, it depends on the

agreement with business team.



Step:

After receiving request from business team and confirmation from the controller or CAM, AR follows the below procedures:
1) Login to bank portal to apply for Endorsement;

1.1) Go to "E-Draft Service", "E-Draft Endorsement" and "Endorsement Application"

Draft Sefvice

Draft Service Home
Page

* E-Draft Inquiry
* E-Draft Receiving
* Draw E-Draft

* Present E-Draft for
Payment

|~ E-Draft Endorsement |

Batch Endormsement Application

Cancel Endormement
" E-Draft Discount

* E-Draft Pledge

* E-Draft Guarantee
* E-Draft Recourse '

* E-Draft Check

1.2) Select account number and select bank draft

Draft Service . A tegional Feature Self-help Senvice

Management

Draft Service > E-Draft Endorsement > Endorsement Application [E

Please select a note

* Account Mumber : bl
Mgre Ingui ndition: You have selected
Note Number Draft Type Draft Amount Drawing Date Maturity Date Drawer's Name Acceptor Name

g
1.3) Insert information of beneficiary name and bank details, then click "Submit"
Please enter endorsee information
Tips:Before selecting confirmation, please note your company will assume the corresponding note liability after endorsing the note. Your organization will assume the liability to accept and pay the draft held by the subsequent party, pursuant to Article
37 of the Law on Neguliab\e Instruments: “After the endarser transfers the draft by endorsement, the endorser shall assume the Ilahi\ity to accept and pay the draft held by his subsequent party”.
[ save Endorsee Information

* Endorsee's Account Number: * Endorsee Name :

2
* Endorsee’s Bank Name : 2] * Endorsee’s Bank Number :

Remarks :

Reset

1.4) Notify the authorities (Controller or CAM) to authorize online at 2nd level



2) Check endorsement status;
2.1) Go to "Draft Service", "E-Draft Inquiry" and "Request Operation Record Inquiry"

ional Feature

Draft Service Home
Page

I E-Draft Inquiry |

Requevt Operation Record
Imaguiry

S g Operation Record

Hald Doraft Ingpuiry
* E-Draft Receiving
* Draw E-Draft

* Present E-Draft for
Payment

* E-Draft Endorsement
* E-Draft Discount

* E-Draft Pledge

* E-Draft Guarantee

* E-Draft Recourse

* E-Draft Check

2.2) Insert required information and click "Inquire”
b Inquirer Account: Upon request

Operation Type: Endorsement Application

Operation Status: All

o]
o]
o]
O Starting/Ending Date of Preliminary Entrustment: Upon request

Draft Service

Draft Service > E-Draft Inquiry > Request Operation Record Inquiry [ Inquire about operation records and processing results of e-draft application transaction

= Employee Basic Inform Inguiry

» * Inquirer Account : v * Operation Status: All -
%; * Operation Type: E 1t Applicati hi Batch ID:
I:!i * Starting Date of Preliminary Entrustment: 2020/01/01 . * Ending Date of Preliminary Entrustment: 2020/01/07
E More Inquiry Conditions ¥
g Inquire Reset
Below is the list of operation status.
All A Authorization Rejected ~
To be Authorized In processing
Authorization Rejected Operation Failure
. v . W
In processing Operation Succeeded

Please note that endorsement process is completed when the status is changed to "Operation Succeeded".

—  Inguire about Result

Hote Mumber Draft Type Draft Amount Operation Type w Drarwing Date Maturity Date
Operation
SO




3) Cancel Endorsement when it is required;
3.1) Go to "E-Draft Service", "E-Draft Endorsement” and "Cancel Endorsement”

Loans Senice
Manage

Draft Service Home
Page

* E-Draft Inquiry
* E-Draft Receiving
¥ Draw E-Draft

* Present E-Draft for
Payment

| E-Draft Endorsement |

Erdorsament Application

* E-Diraft Discount
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* g-Draft Guarantee
* E-Diraft Recourse

* E-Draft Check

3.2) Select tab "Withdraw pending authorization transactions” or "Withdraw sent transactions not signed by counterparty”, then inert required information
and click "Inquiry"

Draft Service

>

Draft Service > E-Draft Endorsement > Cancel Endorsement [ The holder can cancel the application to endorse notes that “need to be authorized ¢

Withdraw Pending Authoriration Withdraw Sent Transactions Not
Transactions Signed by Counterparty

—  Employes Basic Inform Inquiry

* Account Number : -
MNote Number :
Batch 1Dz

Inquire

3.3) When the result is displayed, select Bank draft and click "Submit".
Please note that only "Withdraw sent transactions not signed by counterparty" requires authorization at 2" Jevel,

3. Present Bank Draft for Payment



Present Electronic Bank Draft for Payment
On a Daily Basis
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According to customers' indications and foreseeing, the issuing bank unconditionally makes the payment to the payee or bearer upon the draft
presentation, based on the actual settlement amount and payment maturity.



Step:

All e-Bank Draft received on hand is set as automatic payment collection, once payment is not automatically released, AR is responsible to monitor, check
and collect payment manually according to the following procedure:

1) Apply for automatically releasing payment;

1.1) Go to "Draft Service", "E-Draft Check" and "Quick E-Draft Setting"

Draft Service Home
Page

¥ E-Drraft Inguiry
" E-Draft Receiving
* Draw E-Draft

* Present E-Draft for
Payment

* E-Draft Endorsement
* E-Draft Discount

¥ E-Draft Pledge

" E-Draft Guarantee

" E-Draft Recourse

* E-Draft Check

| Quick E-Draft Setting |

Mote Party
Management

' Paper Note

[automatically Pop Up

1.2) Account number is selected upon request, but other fields must be set as follows,

® Automatic Acceptance Prompt: Yes

® Automatic Collection Prompt: Yes

® Automatic Presentation for Acceptance: Yes
® Clearing Mode: Online Clearing

Quick Setting Details
Account Number : Account Name :
B Automatic Acceptance Prompt: ®) Yes (Recommended) O No i Clearing Mode : @ Online Clearing O Offline Clearing
[ Automatic Collection Prompt : ®) Yes (Recommended) O No I 5MS Mobile Phone Number 1:

1@ Automatic Presentation for
Acceptance :

® Yes (Recommended) O No I 5MS Mobile Phone Number 2:

-



2) Manually apply for payment when the payment is not automatically released;
2.1) Go to "Draft Service", "Present E-Draft for Payment" and "Apply to Present for Acceptance"

Draft Service Home
Page

* E-Draft Inquiry
* E-Draft Receiving

* Draw E-Draft

" Present E-Draft for
Payment

Ao

* E-Draft Endorsement
* E-Draft Discount

* E-Draft Pledge

* E-Draft Guarantee

* E-Draft Recourse

" E-Draft Check

2.2) Select Account and Bank draft, insert "Date of presentation for payment" and "Overdue reason statement", then click apply.

Draft Servce

Dvalt Service > Present E-Draft for Paymeént > Apply 1o Present for Acceptance | = 0O X
Please select a note
* Account Mumber @ - [ Flease chck io set "automatic payment s’ (recommended)
Mare Inquiry Concitions You have selected Inotes. inwolving & cumulative amount of:500,000.00AMB
0 * Dateaf 0 -
Mot Numbsr Draft Typs Draft Amount- Drawing Dats B ] Presentation for o Drawer's Namig Acceptor Mame Payes Mame on Note

2.3) Notify the authorities (Controller or CAM) to authorize online at 2nd level.



3) Check payment status;
3.1) Go to "Draft Service", "E-Draft Inquiry" and "Request Operation Record Inquiry"

Home Page Accaunt Diraft Service it Loans Servi Regional Feature Self-help Service

Managemenit

Draft Service Home
Page

I E-Draft Inquiry |

Requevt Operation Record
Imaguiry

Sigming Operation Record

Inquiry

Hald Doraft Ingpuiry
* E-Draft Receiving
* Draw E-Draft

* Present E-Draft for
Payment

* E-Draft Endorsement
* E-Draft Discount

* E-Draft Pledge

* E-Draft Guarantee

* E-Draft Recourse

* E-Draft Check

3.2) Insert required information and click "Inquire”

b © Inquirer Account: Upon request
O Operation Type: Apply for Presentation for Payment (Automatic)/ Apply to Present for Acceptance
© Operation Status: All



- Employee Basic Inform Inquiry

* Inguener Account : il * Operation Status: A -

* Operation Type : Apply for Presentation for Payment [(Automatic) =

MNote Number : Draft Typa: All -
Starting Diate of Note Drawing Date : * Deadiine of Mote Drawing Date :
Starting Date of Note Maturity Date : # Deadiine of Nate Matunty Date :
Starting Date of Final Authorization : 4 End Date of Final Authonization :
Range of Bill Amount : > Draveer's Name :
Acceptor Name : v Payee Name on Nate:
Hide More inquiry Conditions &
Ingusne Reet
Below is the list of operation status.
All A Authonization Rejected ~
To be Authorized In processing
Authorization Rejected Operation Failure
- v . V
In processing Operation 5ucceeded
Please note that payment process is completed when the status is changed to "Operation Succeeded".
= Inguire abowt Result
Opstdation
Cucopeched

3.3) Check payment failure reason, when payment status is found that operation is not succeeded, please check the reason by clicking at Note Number

Hots Mumiber Craiy Type Draft Amoumt Cperation Type ::'“" Orawing Oate  Maturity Date  Orawsr's Mame  Acorptor Mams
Apply hest
M e :"‘W‘:;"
[ETib= o]
€
The reason is presented in the "Replied Message" field.
Detal Draft Data
Date of Presentation for Payment : Cwverdue Reason Statement |
Clearing Mode : Online Clearing Submission Date :
Final Authorization Date : Operation Type :
Operation Status : Rernarks :
Handling Person : Ve Message Board : (8
Show reploed message &
Replied Mestage
Reply Time: 2019-12-29T08:53:38 Reply Sign : Reject Receipt

Respondent's Remarks :

4. Bank Draft Reconciliation



Electronic Bank Draft Reconciliation

On a Monthly Basis

o o T
Reconcile e-BD Prepare Report Adjust Report

Perform e-BD Prepare e-BD Adjust or edit report

reconciliation and reconciliation report based on CAM's
o gap analysis if any and send it to CAM comment
< —_— e —

No
Validate Report Yes

s Review and validate Is it ok?
< e-BD reconciliation ~ P i
QL report End

On a monthly basis, Bank Draft Reconciliation is one of mandatory activity and significant report, it is to ensure that all Bank Draft related transaction has
been recorded in SAP.

Step:

After ensuring there are no more Bank Draft activities at month-end, AR follows the below procedures:
1) Download E-Bank Draft on-hand list from bank portal;

1.1) Go to "Draft Service", "E-Draft Inquiry" and "Held Draft Inquiry"

Draft Service Home
Page

[ E-Dvaft Inquiry |

* E-Dwaft Receiving
* Draw E-Draft

* Present E-Draft for
Payment

* E-Dwvaft Endorsement
* E-Dwaft Discount

* E-Draft Pledge

* E-Dwaft Guarantee

* E-Dwvaft Recourse

* E-Dvaft Check

1.2) Insert required information and click "Inquire”, then download information in excel file.

. © Inquirer Account: Upon request
© Inquirer Role: Holder
O Draft Type: All
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1.3) Make screenshot of E-Bank Draft balance from "E-Draft Check" and "Initiate Check".

Draft Service > E-Draft Check > Initiate Check [ Holder send: iraft information t ecker. ]
Please select a note
* Account Number: /T —1ER (GREH) HEIL TH R 5/501458213.., = Note Number :

Inquire

I You have selected 50 notes, involving a cumulative amount of : 9,807,675.35 RMB I

2) Check E-Bank Draft SAP balance;
2.1) Open transaction FS10N and insert required information,

® G/L account:For WP1, 54000200 (BD >3 months) and 51100200 (BD <3 months)
For PF1, 2213000010 (BD >3 months) and 2213000000 (BD<3 months)

® Company code:Upon request
® Fiscal year: Upon request



= Program Edit Goto System Help

9 K EH 000 o | k-
G/L Account Balance Display

= 1
& [Wm &  Activate worklist
L 1

G/L account 54000200 =
Company code 7776 I
Fiscal year 2021
Business area [
2.2) Click "Execute" to display inquired balance.

G/L Account Balance Display

Document currency D Document currency i Document currency Business
Account number >
Company code 7811 SOLVAY (ZHENITANG) CHEM
Business area
Fiscal year 2021
All documents in currency z Display currency CNY
[HIERIERERN TINE
Period Debic Credit Balance Cumulative balance
Balance Carryf_ 150,872,153.82
1 60,583,121.23 22,236,363.06 38,346,758.17 189,218,911.99
2 20,235,499.01 31,864,394.21 11,628,895.20- 177,590,016.79
3 177,590,016.79
4 177,590,016.79
5 177,590,016.79
[ 177,590,016.79
7 177,590,016.79
8 177,590,016.79
9 177,590,016.79
10 177,590,016.79
11 177,590,016.79
12 177,590,016.79
13 177,590,016.79
14 177,590,016.79
15 177,590,016.79

16
Total 80,818,620.24 54,100,757.27 26,717,862.97 | 177,590,016.79 ,I

3) Cross check the balance between bank portal and SAP;
E-Bank Draft SAP balance is supposed to equal to balance in the bank portal, if there is any difference, gap analysis is required.

Then put all evidence and comment into Bank Draft Reconciliation Report, and send mail to CAMs for verifying.



Solhay -hengchana (Zh Chemical Co.Ltd,
202011
BANK DRAFT BOOK BANK DRAFT DEPOSIT
RCS BALANCE 40,801 85733 | BANK DRAFT COUNT BALANCE 40,801 85733
REASONS Paid +Jhiank Draft Recelved REASONS +) REASONS B
TOTAL . |roTaL - .
ADUUSTED BALANCE 40,601,857.33 | ADJUSTED BALANCE 40,801,857 33

prepamd by:

sgned by finance manager.
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