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Abstract

Capital is blood to businesses and capital management is the key to financia
management. The most majority of Fortune 500 companies have integrated capital
management by setting up accounting centre, clearing centre, internal bank and
financia company. Each form has it own features while financial company, as a

non-banking financial institute, is the most multi-functional one.

SINOCHEM, one of the backbone state-owned-enterprises under supervision of
State-owned Assets Supervision and Administration Commission of the State
Council(SASAC), has gone through three major development stages since its
establishment in 1950. The most important stage is from 1999 to date, when current
core business has been evolving gradually and has reached a series of achievements.

The year 1998 was difficult for SINOCHEM. Internally it faced various
management problems. Externally, the Asian Financial Crisis caused payment crisis
for the group. After getting through the hard time, SINOCHEM started to focus on
internal development and launched integrated capital management program, akey link

in the comprehensive improvement plan throughout the group in 1999.

Primary integrated capital management is composed of budget management,
integrated fund-raising management, banking account management and cash
management. Integrated cash management started from capital trusteeship plan
(which is still in place today) on the platform of China Foreign Economy and Trade
Trust & Investment Co., Ltd. Integrated clearing management was launched in 2006
as an extension of integrated capital management which is highly efficient in capital
provision, security, efficiency and cost.

Due to the limitations of current integrated capital management model, there
exist problems such as disconnection between cash integration and clearing
integration (because of the model’s lack of clearing function), limited fund-raising and
investment, failure for listed companies to participate in the integration, lack of
integrated capital information platform and cash flow rolling management system.

To solve the above problems, SINOCHEM will substitute with the model of



financial company, as its functions such as clearing, internal banking, fund raising,
investment and financial consulting will make up for weakness of the current model.
It will set up an integrated capital management platform and cash flow index system
to strengthen integrated cash flow management, which will bring the group’s capital
management to anew level.

Currently, the policy constraint for financial company model is that domestic and

international capital within the group can not be integrated in one cash pooal.

Key words: integrated capital management Model, internal bank, financial company
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