Annex 2:

Detailed Rules on Implementation of the Guidelines for the Pilot Implementation of Foreign Exchange Administration of Trade in Goods
Article I
The Detailed Rules are hereby formulated pursuant to the Guidelines for the Pilot Implementation of Foreign Exchange Administration of Trade in Goods and the relevant regulations.

Article II
The foreign trade organizations (hereinafter referred to as the “enterprises”) shall, after exporting, collect payment for the goods in full and in a timely manner in accordance with the provisions of the contract or shall deposit the payment overseas as provided for by the relevant provisions on foreign exchange administration; and shall, after importing, make payment for the goods in full and in a timely manner in accordance with the provisions of the contract. 

The enterprises shall, after receipt of payment for the goods, export the goods in full and in a timely manner in accordance with the provisions of the contract; and shall, after making payment for the goods, import the goods in full and in a timely manner in accordance with the provisions of the contract.
Chapter I
Management of the Enterprise List

Article III
Enterprises that have obtained the right to engage in foreign trade according to the law shall handle the registration formalities for the List of Enterprises Involved in Foreign Exchange Receipts and Payments from Trade (hereinafter referred to as the “List”) with the local foreign exchange authorities upon the strength of the Registration Application for the List of Enterprises Involved in Foreign Exchange Receipts and Payments from Trade (see Annex 1), the Letter of Confirmation for Handling Foreign Exchange Receipts and Payments from Trade in Goods signed by their legal representative and affixed with their company’s seal (hereinafter referred to as the “Letter of Confirmation,” see Annex 2), and valid originals of the following materials and copies thereof affixed with their company’s seal:

(I) The duplicate of the Business License for Enterprises as Legal Persons or the Business License for Enterprises;
(II) The Organization Code Certificate of the People’s Republic of China;
(III) The Registration Form for Foreign Traders. Those that do not need to register for archival purposes shall submit the Certificate of Approval for Foreign Enterprises in the People’s Republic of China or the Certificate of Approval for Enterprises with Investment from Taiwan, Hong Kong, and Macau in the People’s Republic of China, and so forth;
(IV) Other materials as required by the foreign exchange authorities.

When the aforesaid materials are examined and determined to be error-free, the foreign exchange authorities shall handle the List registration formalities for the enterprises.
Where enterprises without the right to engage in foreign trade have to handle foreign exchange receipts and payments from trade, the requirement for the materials mentioned in item (III) of paragraph I of this Article may be exempt during the handling of the List registration formalities. 

Article IV
Where enterprises incorporated in bonded areas under customs’ supervision that engage in foreign trade (hereinafter referred to as “enterprises in bonded areas”) handle the foreign exchange registration formalities in accordance with the Measures for Foreign Exchange Administration in Bonded Areas under Customs’ Supervision, they shall sign the Letter of Confirmation. The enterprises in bonded areas shall be included on the List automatically after obtaining the Foreign Exchange Registration Certificate for Bonded Areas under Customs’ Supervision and signing the Letter of Confirmation. 

Article V
Where there are any changes to the name, registered address, legal representative, registered capital, company type, business scope, or contact information of the enterprises on the List, they shall handle the alteration formalities for the List with the local foreign exchange authorities upon the strength of the originals of the relevant documents or the certificates for the alteration and the copies thereof affixed with the company’s seal within 30 days from the occurrence of the changes. 

Article VI
Where the enterprises on the List are subject to any of the following circumstances, they shall handle the List de-registration formalities with the local foreign exchange authorities within 30 days from the date of occurrence. 

(I) They terminate their business or foreign trade;

(II) Their business licenses are de-registered or revoked by the industry and commerce authorities;

(III) They are deprived of the right to engage in foreign trade by the commerce authorities.
Article VII
Where the enterprises on the List are subject to any of the following circumstances, the foreign exchange authorities may de-register them from the List: 
(I) They are subject to any of the circumstances provided in Article VI hereof; 

(II) Enterprises in bonded areas have completed de-registration formalities for foreign exchange registration in bonded areas under customs’ supervision; 
(III) There are no foreign exchange receipts and payments from trade for two consecutive years; 

(IV) The foreign exchange authorities are unable to contact them using the contact information on the List for the purpose of their on-site verifications;

(V) Other circumstances deemed eligible by the foreign exchange authorities.

Article VIII
The foreign exchange authorities shall direct and manage the enterprises newly entered onto the List after implementation of the Detailed Rules. The foreign exchange authorities shall provide guidance on the foreign exchange policies and regulations and the system operations within 90 days from the enterprises’ initial occurrence of foreign exchange receipts and payments from trade. 

The enterprises shall report to the foreign exchange authorities on the matching of the import and export of goods on a case-by-case basis, and the foreign exchange receipts and payments from trade occurring during the guidance period upon the strength of the relevant written materials within 10 working days from the expiry of the guidance period. 

Article IX
The foreign exchange authorities shall issue the List to the financial institutions through the Foreign Exchange Monitoring System for Trade in Goods (hereinafter referred to as the “Monitoring System”). The financial institutions shall not handle foreign exchange receipts and payments from trade for enterprises that are not included on the List. Enterprises not included on the List shall handle the registration formalities for the List with the foreign exchange authorities. 
Chapter II
Examination of Foreign Exchange Receipts and Payments from Trade

Article X
Foreign exchange receipts and payments from trade of the enterprises referred to hereunder shall include:

(I) Payments for the export of goods collected from overseas or from domestic bonded areas under customs’ supervision and payments for the import of goods paid overseas or to domestic bonded areas under customs’ supervision; 

(II) Payments for the export of goods collected from offshore accounts or from the domestic accounts of overseas institutions and payments for the import of goods paid to offshore accounts or to the domestic accounts of overseas institutions;
(III) Domestic collections and payments under the item of deep processing and carry over trade; 
(IV) Collections and payments under the item of entrepôt trade; 

(V) Other collections and payments related to trade.

Article XI
The enterprises shall handle the declaration of information on foreign exchange receipts and payments from trade according to the relevant regulations for the declaration of the balance of payments and the special information for verification of foreign exchange receipts and payments from trade, and they shall prepare the following documents according to the flow of foreign exchange receipts and payments from trade:

(I) In the case of payments to overseas parties (including payments to offshore accounts or to domestic accounts of foreign institutions), the Application for Overseas Remittances or the Notice of External Payments/Acceptances shall be completed;
(II) In the case of payments to domestic parties, the Application for Domestic Remittances or the Notice of Domestic Payments/Acceptances shall be completed;
(III) In the case of receiving payments from overseas parties (including receiving payments from offshore accounts or from domestic accounts of foreign institutions), the Declaration of Foreign-Related Revenue shall be completed;
(IV) In the case of receiving payments from domestic parties, the Declaration of Domestic Revenue shall be completed. 

Article XII
The financial institutions handling the foreign exchange receipts and payments from trade of enterprises shall make reference to the List and classification status through the Monitoring System, reasonably examine the authenticity of the trading documents and their consistency with the foreign exchange receipts and payments from trade in accordance with the provisions of the Detailed Rules, and file the information with the foreign exchange authorities in accordance with the relevant regulations for declaration of the balance of payments and the special information for verification of foreign exchange receipts and payments from trade. 

Article XIII
The foreign exchange receipts from trade of enterprises shall first be entered  into the to-be-inspected account of collections from exports (hereinafter referred to as the “To-be-inspected Account”). The scope of the receipts in the To-be-inspected Account shall be limited to foreign exchange receipts from trade (excluding loans and overseas collections of domestic financial institutions under export trade financing); the scope of payments shall include foreign exchange settlements or transfers into the foreign exchange accounts under the current account of the enterprises and other foreign exchange payments registered with the foreign exchange authorities. The proceeds in the To-be-inspected Accounts shall not be transferred between the accounts and shall be treated as demand deposits with respect to interest. 

Article XIV
The financial institutions shall examine the declaration documents prepared by the enterprises and shall complete the declaration before handling the foreign exchange settlement or outward transfer formalities for the proceeds in the To-be-inspected Account for the enterprises. Where the nature of the declared proceeds is identified as foreign exchange receipts from entrepôt trade or foreign exchange refunds, the relevant valid vouchers and commercial instruments shall be examined in accordance with the provisions of the Detailed Rules.

Article XV
The enterprises may deposit the foreign exchange purchased in advance into their foreign exchange accounts under the current account according to their true and lawful needs for foreign exchange payments for imports. The financial institutions handling the formalities for foreign exchange payments or for opening a letter of credit shall examine the declaration documents prepared by the enterprises and shall examine the relevant valid vouchers and commercial instruments in accordance with the following provisions:

(I) In the case of settlement by letter of credit or collection, the relevant commercial instruments shall be examined in accordance with international settlement rules;

(II) In the case of settlement by cash on delivery, the relevant customs declarations for imported goods, import contracts, or invoices shall be examined;

(III) In the case of settlement by advance payments, the import contracts or the invoices shall be examined.
Article XVI
The foreign exchange receipts from entrepôt trade shall be entered into the To-be-inspected Account. Where the enterprises apply for foreign exchange settlement or outward transfers of the foreign exchange receipts from entrepôt trade with respect of the To-be-inspected Account, the financial institutions shall examine the import and export contracts and the declaration documents for receipts and payments submitted by the enterprises. 

Where, under the same contract, the amount of foreign exchange settlement or outward transfers of the receipts from entrepôt trade exceeds 120 percent (exclusive) of that of the relevant payments, the enterprises shall first handle the registration formalities for foreign exchange business from trade with the foreign exchange authorities. 

Article XVII
The enterprises shall handle the foreign exchange receipts and payments from trade based on the principle “the one who exports shall be the one who receives foreign exchange, and the one who imports shall be the one who pays foreign exchange,” with the exception of imports and exports for donations and other circumstances otherwise provided for by the State. 

Where the goods are imported or exported by an agent, the agent shall be responsible for handling the formalities for the foreign exchange payments and collections. Where the goods are imported by an agent, the foreign exchange may be transferred by the principal to the agent upon the strength of the agent agreement or it may be purchased by the agent. Where the goods are exported by an agent, the foreign exchange collected by the agent may be transferred to the principal upon the strength of the agent agreement or may be converted into RMB to be transferred to the principal. 

Article XVIII
In the case of foreign exchange refunds from imports, the overseas payer shall be the former payee, and the domestic payee shall be the former payer. In the case of foreign exchange refunds from exports, the domestic payer shall be the former payee, and the overseas payee shall be the former payer. 

The financial institutions handling the payment of foreign exchange refunds for foreign exchange collections from trade for enterprises shall examine the former voucher for foreign exchange collection with respect to foreign exchange refunds arising from errors in the inward remittances, and the former declaration documents for collections and the former export contracts with respect to foreign exchange refunds due to other reasons. 

The financial institutions handling the foreign exchange settlement or transfer of foreign exchange refunds for foreign exchange payments from trade for enterprises shall examine the former declaration documents for payments with respect to foreign exchange refunds arising from errors in the outward remittances, and the former declaration documents for payments and former import contracts with respect to foreign exchange refunds due to other reasons. 

Where the interval between the date on which the foreign exchange refund is made and the date on which the former collection or payment is made exceeds 180 days (exclusive) or the foreign exchange refund formalities cannot be handled in accordance with the provisions of this Article due to exceptional circumstances, the enterprises shall first handle the registration formalities for foreign exchange business from trade with the foreign exchange authorities. 

Article XIX
The import and export trade settlements of enterprises shall be handled through the financial institutions. Where the settlement has to be made in foreign cash, when handling the foreign exchange settlement of foreign cash the financial institutions shall examine the export contracts and the customs declarations for the exported goods submitted by the enterprises. Where the amount of the settlement of foreign cash reaches the amount required to be declared for entry, the financial institutions shall also examine the originals of the declaration to enter carrying foreign cash bearing the signature and seal of the customs. 

Article XX
With respect to the foreign exchange receipts and payments from trade required by the Detailed Rules to be registered with the foreign exchange authorities, the financial institutions shall handle such formalities upon the strength of the Registration Form for Foreign Exchange Business from Trade in Goods (hereinafter referred to as the Registration Form, see Annex 3) issued by the foreign exchange authorities and shall indicate the information on the use of the Registration Form through the Monitoring System. 

Article XXI
The financial institutions shall, after examination of the relevant documents as required, indicate the amount and date of the receipts and payments of foreign exchange on the original documents and shall affix their business seals thereto, keeping the originals or copies of the relevant documents for future reference. 

Article XXII
Where the financial institutions handling the foreign exchange receipts and payments from trade find that there are any unusual or suspicious foreign exchange receipts and payments from trade, the financial institutions shall promptly report them to the foreign exchange authorities. 
Chapter III
Administration of Enterprise Reporting and Registration 

Article XXIII
With respect to business that falls under any of the following circumstances, the enterprises shall submit the relevant information on the expected date of the receipts and payments of foreign exchange or the imports or exports and so forth to the local foreign exchange authorities through the Monitoring System within 30 days from the actual date of the import or export of goods or the receipts and payments of foreign exchange. 

(I) Advance receipts and advance payments over 30 days (exclusive);

(II) Deferred receipts and deferred payments over 90 days (exclusive);

(III) Foreign exchange receipts and payments from trade settled by letter of credit with a term of more than 90 days (exclusive);

(IV) In case of Category B and Category C enterprises, advance receipts and advance payments incurred within the period of validity of the classified management, and deferred receipts or deferred payments over 30 days (exclusive);

(V) The interval between the date of receipts and the date of payments from entrepôt trade under a single contract exceeds 90 days (exclusive), and the amount of foreign exchange collections under first-collection-then-payment business or the amount of foreign exchange payments under first-payment-then-collection business exceeds the equivalent of USD 500,000 (exclusive).
With respect to the above business that has been reported and for which the expected date of the imports or exports or of the receipts and payments of foreign exchange has not been reached, the enterprises may adjust the relevant contents of the reports on the basis of the actual situations. 

Article XXIV
Where there exists a discrepancy between compliance of the entity for the receipts and payments of foreign exchange and the for the imports and exports, the enterprise for foreign exchange receipts or the enterprise for imports may report to the local foreign exchange authorities thereon and handle the alteration formalities on the foreign exchange receipts or on the import data. 

Article XXV
With respect to any other circumstances that affect the match between the foreign exchange receipts and payments from trade and the imports and exports other than those provided for in Article XXIII and XXIV hereof, the enterprises may report the relevant information through the Monitoring System to the local foreign exchange authorities within 30 days from the date of occurrence of the imports and exports or the date of receipts and payments of foreign exchange. 

Article XXVI
Where the enterprises handle the following foreign exchange receipts and payments from trade, they shall undergo the registration procedures with the foreign exchange authorities upon the strength of written applications and the relevant evidentiary materials before foreign exchange payments, opening a letter of credit, disbursement of export trade financing loans, or foreign exchange settlements or outward transfers of the proceeds in the To-be-inspected Account;

(I) Foreign exchange receipts and payments from trade of Category C enterprises; 

(II) The part of the foreign exchange receipts and payments from trade that is in excess of the allowable limit for foreign exchange receipts and payments of Category B enterprises;

(III) Under the same contract, the amount of foreign exchange settlements or outward transfers of receipts from entrepôt trade exceeds 120% (exclusive) of that of the relevant payments;

(IV) Other business that is required to be registered as determined by the foreign exchange authorities. 

The foreign exchange authorities shall issue the Registration Form affixed with the Seal for the Monitoring of Foreign Exchange Business from Trade in Goods after examination of the materials submitted by the enterprises. 
Chapter IV
Off-site Verifications
Article XXVII
The foreign exchange authorities shall carry out off-site verifications of the foreign exchange receipts and payments from trade through the Monitoring System on a monthly basis. The foreign exchange authorities may, in light of the situation in the balance of payments and the needs for foreign exchange administration, make adjustments to the frequency of the verifications.

The data subject to off-site verifications include the enterprises’ relevant data on foreign exchange receipts and payments from trade and on the import and export of goods during the most recent 12 months. 

Article XXVIII
The foreign exchange authorities shall, on the basis of the enterprise data with respect to imports and exports and foreign exchange receipts and payments from trade, trade credit reports made by the enterprises, and other information, establish such aggregate verification indicators as aggregate differences, the ratio of aggregate differences, the ratio between the proceeds and goods, and the ratio of the balance in the trade credit reports, measure circumstances such as the deviations between the flows of capital and the flows of goods and changes in the trade credit balance within a specified period, and subject the enterprises whose aggregate verification indicators exceed a specified amount to focal monitoring. 

The foreign exchange authorities shall establish and adjust the aggregate verification indicators on the basis of the actual situations. 

Article XXIX
The foreign exchange authorities shall carry out monitoring of specific enterprise business such as trade credit, overseas deposits of export revenue, processing with imported materials, entrepôt trade, overseas contracted projects, and foreign exchange refunds for imports and exports, and on such subjects as enterprises in bonded areas and enterprises within the guidance period, and shall subject to focal monitoring those enterprises whose scale and structure of the flow of capital or the flow of goods are unusual or suspicious. 

Article XXX
The foreign exchange authorities shall carry out ongoing and dynamic monitoring of Category B and Category C enterprises and the enterprises shall be subject to focal monitoring after the aggregate verifications and specific monitoring. On-site verifications may be implemented on enterprises whose indicators deviate significantly or continuously or give a contradictory view; enterprises whose indicators have returned to normal shall no longer be subject to focal monitoring. 

Article XXXI
The foreign exchange authorities shall carry out macro statistics, monitoring, and analysis with respect to the foreign exchange receipts and payments from trade through the Monitoring System. 
Chapter V
On-site Verifications

Article XXXII
The foreign exchange authorities may carry out on-site verifications of enterprises that fall under any of the following circumstances within the verification period:

(I) The percentage of the deviation of any of the aggregate verification indicators from the indicator threshold in the local region exceeds 50％; 

(II) Any of the aggregate verification indicators has exceeded the indicator threshold in the local region for four consecutive verification periods;

(III) The ratio of advance receipt balances, the ratio of advance payment balances, the ratio of deferred receipt balances, or the ratio of deferred payment balances is more than 25%; 

(IV) The processing fee rate for processing with imported materials is more than 30%; 

(V) The difference between the receipts and payments from entrepôt trade accounts for more than 20% of the payments; 

(VI) The amount of a single foreign exchange refund exceeds the equivalent of USD 500,000 and refunds have been made on more than 12 occasions;

(VII) Other circumstances in which the on-site verifications are required as determined by the foreign exchange authorities.

The foreign exchange authorities may make adjustments to the above ratios, amounts, or frequency on the basis of the results of the off-site verifications and with reference to the characteristics of the region, industry, or economic type. 

Article XXXIII
The foreign exchange authorities shall issue the Notice of On-site Verification (see Annex 4) to the enterprises subject to on-site verifications, and may carry out the on-site verifications by one or more of the following means:

(I) Requiring the enterprises subject to the verification to provide the relevant written materials;

(II) Meeting the legal representatives or the authorized persons of the enterprises subject to verification;

(III) On-site reviewing and copying of the relevant materials of the enterprises subject to verification;

(IV) Other means for on-site verifications deemed necessary by the foreign exchange authorities.

Article XXXIV
The enterprises shall faithfully provide the required materials and proactively cooperate with the on-site verification of the foreign exchange authorities in accordance with the following provisions: 

(I) Where the foreign exchange authorities require the enterprises to provide relevant written materials, the enterprises shall, within 10 working days upon receipt of the Notice of an On-site Verification, submit to the foreign exchange authorities the written reports signed by their legal representative or their authorized representative and affixed with the official seal of the enterprises, as well as relevant evidentiary materials. The written reports shall include, without limitation, enterprise information on the manufacturing and operations, imports and exports, receipts and payments of foreign exchange, and the reasons for the unusual inflows or outflows of capital;

(II) Where the foreign exchange authorities arrange an interview with the enterprises’ legal representatives or authorized representatives thereof, the said representatives shall provide an explanation to the foreign exchange authorities within 10 working days upon receipt of the Notice of an On-Site Verification;
(III) In the case of on-site reviewing and the copying of relevant materials of enterprises subject to verification by the foreign exchange authorities, the enterprises shall, within 10 working days upon receipt of the Notice of an On-site Verification, prepare the relevant materials and cooperate with the staff of the foreign exchange authorities responsible for the on-site verifications; 

(IV) Where the foreign exchange authorities adopt other methods for an on-site inspection, the enterprises shall carry out the related preparatory work as required thereof.

Article XXXV
The foreign exchange authorities shall determine the results of the on-site verifications based on the specific circumstances of the on-site verifications. 

Article XXXVI
Where the foreign exchange authorities find, during the off-site or on-site verifications of the enterprises, that the handling financial institutions are suspected of not handling the foreign exchange receipts and payments from trade or of not submitting the relevant information in accordance with the relevant regulations on foreign exchange administration, the foreign exchange authorities may carry out on-site verifications of the relevant financial institutions by one or more of the following means:

(I) Requiring the financial institution subject to the verification to provide the relevant written materials;

(II) Meeting the principal or the authorized person of the financial institution subject to the verification;

(III) On-site reviewing and copying of the relevant materials of the financial institution subject to the verification;

(IV) Other means for an on-site verification deemed necessary by the foreign exchange authorities.

A financial institution subject to verification shall provide truthful explanatory reports,, relevant documents, and materials. 

Article XXXVII
In the case of on-site reviewing and copying of the relevant materials of the enterprises or financial institutions subject to the verification, the there shall not be fewer than 2 staff persons of the foreign exchange authorities responsible for the on-site verifications and they shall show their relevant ID cards. Where there are fewer than 2 staff persons responsible for the on-site verifications or they fail to show their relevant ID cards, the entities and financial institutions subject the verification shall be entitled to reject the verification. 
Chapter VI
Classified Management

Article XXXVIII

The foreign exchange authorities shall classify Category A, B, and C enterprises based on the results of the on-site verifications and the enterprises’ compliance with the provisions on foreign exchange administration. 

Article XXXIX
Enterprises that have complied with the relevant provisions on foreign exchange administration during the verification period and whose foreign exchange receipts and payments from trade are confirmed as normal by the off-site or on-site verifications by the foreign exchange authorities may be classified as Category A enterprises. 

Article XL
The foreign exchange authorities may classify enterprises which fall under any of the following circumstances as Category B enterprises:

(I) Enterprises that fall under any of the circumstances provided for by Article XXXII hereof and are subject to on-site verifications, and cannot provide a reasonable explanation; 

(II) Enterprises that fail to perform their reporting duties as required; 

(III) Enterprises that fail to handle the registration formalities for foreign exchange business from trade in goods as required; 

(IV) Enterprises that fail to report to or provide materials to the foreign exchange authorities according to the specified time limit and method during the on-site verifications by the foreign exchange authorities;

(V) Enterprises that are to be jointly supervised by the foreign exchange authorities at the request of the relevant authorities of the State; 
(VI) Other circumstances deemed eligible by the foreign exchange authorities.

Article XLI
The foreign exchange authorities may classify enterprises that fall under any of the following circumstances as Category C enterprises: 

(I) Enterprises that have been punished by the foreign exchange authorities or have been investigated or prosecuted by the judicial authorities for serious violations of the provisions on foreign exchange administration during the past 12 months;

(II) Enterprises that obstruct or refuse to allow the foreign exchange authorities to conduct on-site inspections or that provide false materials to the foreign exchange authorities;

(III) Category B enterprises shall, in light of their specific circumstances, continue toe classified as Category B enterprises according to the relevant standards as determined by the foreign exchange authorities on the basis of a comprehensive assessment conducted after the expiry of the period of validity for classified management;

(IV) Enterprises that have been punished by the relevant authorities of the State for serious violations of the provisions on foreign exchange administration; 

(V) Other circumstances deemed eligible by the foreign exchange authorities.

Article XLII
The foreign exchange authorities shall give the Notice of the Results of the Classification (see Annex 5) to the proposed Category B and C enterprises before finalizing the classification. Should there be any objections, the enterprises may, within 7 working days upon receipt of the notice, provide the foreign exchange authorities with an explanation in writing and the relevant supporting documents.

Where the enterprises raise any objections within the specified time period, the foreign exchange authorities shall re-examine the classification of the enterprises and shall determine the classification results based on the re-examination. 

Article XLIII
The foreign exchange authorities shall disclose the information about the classified management of the enterprises to the financial institutions, and they may circulate the information about the classified management of the enterprises to the relevant regulatory authorities and disclose the above information to the public as necessary. 

Article XLIV
The period of validity of the classified management of Category B and Category C enterprises shall be one year. 

Article XLV
The foreign exchange authorities shall, upon the expiry of the period of validity of the classified management of Category B and Category C enterprises, conduct a comprehensive assessment of the compliance by Category B and Category C enterprises of the relevant provisions on foreign exchange administration within the period of validity of classified management and shall adjust the classification results based on differences in the flow of capital and the flow of goods, any changes thereof, and whether there are any violations of the regulations on foreign exchange administration. 

Where the foreign exchange authorities find, during the daily administration, that the enterprises have committed any behavior provided for in Articles XL and XLI hereof, the foreign exchange authorities may downgrade the enterprises with respect to classification, i.e., reclassifying Category A enterprises as Category B or Category C enterprises, or reclassifying Category B enterprises as Category C enterprises. 
Article XLVI
The foreign exchange receipts and payments from trade of Category B enterprises during the period of validity of classified management shall be handled in accordance with the following provisions:

(I) In the case of settlements by remittances (other than advance payments and advance receipts), the financial institutions shall examine the relevant customs declarations for imported and exported goods and the contracts for imports and exports; in the case of settlements by letter of credit or collection, the financial institutions shall examine the relevant commercial instruments in accordance with international settlement rules as well as the relevant contracts for imports and exports; in the case of settlements by advance payments or advance receipts, the financial institutions shall examine the contracts for imports and exports and the invoices;
(II) The financial institutions shall carry out electronic data verification of the enterprises’ foreign exchange receipts and payments from trade; as for foreign exchange receipts and payments from trade in excess of the allowed limit, the financial institutions shall handle the above business upon the strength of the Registration Form; 

(III) As for advance receipts and advance payments, and deferred receipts and deferred payments over 30 days (exclusive), the enterprises shall submit the relevant information thereon to the local foreign exchange authorities in accordance with the provisions hereof; 

(IV) The enterprises shall not handle deferred payments over 90 days (exclusive) and shall not execute the export contracts, including the provisions for foreign exchange collections, over 90 days (exclusive);

(V) Other foreign exchange receipts and payments from trade shall be handled in accordance with the relevant provisions of Chapter II hereof;

(VI) Other administrative measures specified by the foreign exchange authorities.

Article XLVII
The foreign exchange receipts and payments from trade of Category C enterprises within the period of validity of classified management shall be handled in accordance with the following provisions:

(I) The enterprises shall handle the registration formalities with the local foreign exchange authorities on a case-by-case basis. 

Where the foreign exchange authorities handle the registration formalities, with respect to settlement by remittances (other than advance payments and advance receipts), they shall examine the relevant customs declarations for imported and exported goods and the contracts for imports and exports;, with respect to settlement by letter of credit or collection, they shall examine the contracts for imports and exports and the invoices; with respect to settlement by advance payments or advance receipts, they examine the contracts for imports and exports and the invoices; with respect to a single advance payment exceeding the equivalent of USD 50,000, they shall also examine the letter of guarantee for advance payments issued by the foreign financial institutions, the test key of which has been verified by the financial institutions;
(II) As for advance receipts and advance payments, and deferred receipts and deferred payments over 30 days (exclusive), the enterprises shall submit relevant information thereon to the local foreign exchange authorities in accordance with the provisions of the Detailed Rules;

(III) The enterprises shall not handle usance letters of credit with a term (including any extension thereof) of more than 90 days (exclusive) and deferred payments or collections over 90 days (exclusive) and shall not execute export contracts including the provisions for foreign exchange collection over 90 days (exclusive); 

(IV) The enterprises shall not handle any foreign exchange receipts and payments from entrepôt trade; 

(V) Where the enterprises are members of multinational groups with centralized receipts and payments of foreign exchange, the enterprises shall not continue handling the centralized receipts and payments of foreign exchange; where the enterprises are host enterprises of multinational groups with centralized receipts and payments of foreign exchange, the enterprises shall suspend the centralized receipts and payments of foreign exchange for the entire group;
(VI) Other administrative measures specified by the foreign exchange authorities.

Article XLVIII
Where enterprises that have been permitted to make overseas deposits of export revenue are classified as Category B enterprises, the enterprises shall not deposit their export revenue or make payments through overseas accounts during the period of validity of classified management. The foreign exchange authorities may require the enterprises to transfer back to China the balance in their overseas accounts. 

Where the enterprises are classified as Category C enterprises, the enterprises shall close their overseas accounts and transfer the balance therein back to China within 30 days from the date of effectiveness of the classification results. 
Chapter VII
Electronic Data Verification

Article XLIX
The foreign exchange authorities shall establish a mechanism to carry out electronic data verification of the foreign exchange receipts and payments from trade in order to manage the foreign exchange receipts and payments from trade of Category B enterprises with electronic data verification. The foreign exchange authorities shall determine the allowable limit of foreign exchange receipts and payments for the enterprises based on the actual situation of their import and export trade. 

Category B enterprises shall handle foreign exchange receipts and payments from trade within their allowable limit for foreign exchange receipts and payments. 

Article L
The foreign exchange authorities shall determine the allowable limit for foreign exchange receipts and payments for Category B enterprises in accordance with the following:

(I) The foreign exchange authorities shall determine the relevant ratio of the receipts and payments of foreign exchange based on the type of import and export trade of the enterprises that actually occurred and based on the off-site and on-site verifications. The allowable limit for foreign exchange receipts and payments from the import and export trade of the enterprises shall be determined by the sum of the total price for completed deals set forth in the customs declarations for imported and exported goods and the relevant ratio of receipts and the payments of foreign exchange within the period of validity of classified management on the corresponding date of the receipts and payments of foreign exchange;

(II) The allowable limit of foreign exchange receipts for advance receipts and the allowable limit of foreign exchange payments for advance payments shall be determined by the foreign exchange authorities on the basis of the off-site and on-site verifications and the business characteristics of the enterprises. 

Article LI
The financial institutions handling for Category B enterprises the formalities for foreign exchange payments, opening a letter of credit, disbursement of export trade financing loans, or foreign exchange settlements or outward transfers of the proceeds in the To-be-inspected Account, shall conduct electronic data verifications and deduct the corresponding limits of foreign exchange receipts and payments of Category B enterprises through the Monitoring System. 

Article LII
Where Category B enterprises handle foreign exchange receipts and payments from trade in excess of their allowable limit for foreign exchange receipts and payments, they shall handle the registration formalities for foreign exchange business from trade with the foreign exchange authorities. 

Article LIII
The corresponding foreign exchange receipts and payments of Category B enterprises with respect to agent services for imports and exports provided for by other enterprises shall be subject to electronic data verification. 
Chapter VIII
Punitive Provisions

Article LIV
Enterprises and financial institutions shall handle foreign exchange receipts and payments from trade as per the Detailed Rules and other relevant regulations. In the event of violations thereof, the foreign exchange authorities shall mete out punishment pursuant to the relevant regulations, such as the Regulations of the People’s Republic of China on Foreign Exchange Administration (hereinafter referred to as the Regulations).

Article LV
Where the principal makes foreign exchange payments in violation of the relevant provisions on foreign exchange administration under import agent services, or where the agent fails to collect the foreign exchange as required under export agent services, the foreign exchange authorities shall, as per Article XXXIX of the Regulations, order the foreign exchange to be transferred back to China and shall impose a fine of no more than 30% of the amount of evasion; where the circumstances are serious, a fine of more than 30% but less than 100% of the amount of foreign exchange involved in the evasion thereof shall be imposed. Where the action constitutes a crime, the importer in question shall be held criminally liable.

Article LVI
The foreign exchange authorities shall, as per Article XLI of the Regulations, order the enterprises in question to make a rectification within the prescribed time limit and shall impose a fine of no more than 30% of the amount involved in the illegal activities where: if the circumstances are serious, a fine of not less than 30 percent of the amount of money involved but not more than the amount involved shall be imposed. Where anyone illegally surrenders foreign exchange, the foreign exchange authority shall order that the funds used for illegal foreign exchange surrender be reconverted and the foreign exchange authority shall impose a fine of not more than 30 percent of the amount of money involved: 

(I) The enterprises fail to provide correct information, as a result of which the foreign exchange collection from trade fails to be entered into the To-be-inspected Account to be verified for settlement; 
(II) The foreign exchange is collected by the principal under export agent services. 

Article LVII
The foreign exchange authorities shall, as per Article XLIII of the Regulations, give a warning and shall impose a fine of no more than 30% of the amount involved in illegal activities where:

(I) The enterprises handle foreign exchange receipts and payments from trade in violation of the regulations on external debt administration;

(II) The agent fails to make foreign exchange payments and violates the regulations on external debt administration under import agent services. 

Article LVIII
The foreign exchange authorities may, as per Article XLVII of the Regulations, order said financial institution to make a rectification within a prescribed time limit, confiscate its illegal earnings, and impose a fine not less than RMB200,000 but not more than RMB1,000,000 on the said financial institution where: the circumstances are serious or the rectification fails to be made within the prescribed time limit. The foreign exchange authorities shall order that the offender terminate its relevant business:

(I) The financial institutions fail to examine the authenticity of the trading documents and their consistency with the foreign exchange receipts and payments in accordance with the provisions of the Detailed Rules and the relevant regulations before handling the foreign exchange receipts and payments from trade;

(II) The financial institutions fail to handle the foreign exchange settlement and sales in accordance with the provisions of the Detailed Rules and the relevant regulations. 

Where franchised institutions for domestic and foreign currency exchange and foreign currency exchange agencies contracted by the financial institutions violate any provisions hereof in the handling of foreign exchange settlement and sales, they shall be punished pursuant to the provisions of the preceding paragraph. 

Article LIX
The foreign exchange authorities shall, as per Article XLVIII of the Regulations, order the offender in question to make a rectification within a prescribed time limit, give it a warning, and impose on it a fine of no more than RMB300,000 in cases of:

(I) Failing to declare the balance of payments statistics and to declare the special information for verification of foreign exchange receipts and payments from trade according to the Detailed Rules and the relevant regulations;
(II) Failing to provide valid and authentic documents and materials in accordance with the provisions of the Detailed Rules and the relevant regulations;

(III) Failing to enter foreign exchange collections from trade into the To-be-inspected Account in accordance with the provisions of the Detailed Rules and the relevant regulations, and violations of the regulations on foreign exchange accounts administration such as the receipts and payments of the To-be-inspected Account exceeding the allowable limit and the proceeds in the To-be-inspected Accounts being transferred between the accounts;

(IV) Failing to handle formalities, such as foreign exchange business registration and so forth, in accordance with the provisions of the Detailed Rules and relevant regulations;

(V) Refusing or obstructing the foreign exchange authorities from conducting an on-site inspection or verification according to the law. 
Article LX
The foreign exchange authorities shall impose a fine of no more than RMB 30,000 in cases of:

(I) Failing to keep the relevant materials or failing to keep all the required materials in accordance with the provisions of the Detailed Rules and the relevant regulations;

(II) Failing to log into the Monitoring System to deduct the corresponding allowable limit of foreign exchange receipts and payments of the enterprises in accordance with the provisions of the Detailed Rules and the relevant regulations during the handling of foreign exchange receipts and payments from trade;

(III) Failing to report to the foreign exchange authorities in accordance with the provisions of the Detailed Rules and the relevant regulations. 
Chapter IX
Supplementary Provisions

Article LXI
The aggregate verification indicators set forth hereof shall have the following meanings:

(I) “Aggregate difference” means the deviation between the cumulative difference of the enterprises’ receipts and payments from trade and that of the enterprises’ import and export of goods subject to verifications by the foreign exchange authorities during the most recent 12 months; 

(II) “Ratio of aggregate difference” means the ratio between the aggregate difference and the enterprises’ cumulative scale of imports and exports and the foreign exchange receipts and payments from trade subject to verifications by the foreign exchange authorities during the same period;

(III) “Ratio between proceeds and goods” means the ratio between the enterprises’ cumulative scale of foreign exchange receipts and payments from trade subject to verifications by the foreign exchange authorities during the most recent 12 months and that of imports and exports during the same period; 

(IV) “Ratio of the balance in the trade credit reports” means the ratio between the total month-end balance in the trade credit reports submitted by the enterprises in accordance with items (I) and (II) of paragraph I in Article XXIII hereof and the enterprises’ cumulative scale of imports and exports and the foreign exchange receipts and payments from trade during the most recent 12 months. 

Article LXII
The foreign exchange authorities may, in light of the situation in the balance of payments and the needs for foreign exchange administration, make adjustments to the specific content of the trade credit administration, registration administration, off-site inspections, and classified management. 

Article LXIII
The Detailed Rules shall be similarly applicable to the foreign exchange receipts and payments from trade of enterprises in bonded areas, except as otherwise expressly provided for by the foreign exchange administration policies applicable to the bonded areas under customs’ supervision. 

The Detailed Rules shall be applicable to the foreign exchange receipts and payments from trade of individual foreign trade operators. 

Article LXIV
The administration of overseas deposits of export revenue shall be handled in accordance with the relevant provisions on overseas deposits of export revenue from trade in goods. 

Article LXV
The offshore accounts referred to hereunder mean the accounts opened by overseas institutions according to the regulations with the offshore business departments of the domestic banks that have obtained eligibility to handle offshore banking businesses in accordance with the law. 

The accounts opened by domestic institutions with the offshore business departments of the domestic banks that have obtained eligibility to handle offshore banking businesses in accordance with the law shall be deemed to be overseas accounts of domestic institutions. 

Article LXVI
The originals or photocopies of the paper documents involved hereunder, including commercial instruments, valid vouchers, and evidentiary materials, as well as the originals of the application, the Registration Form, the Notice of the Results of the Classification, and the Notice of an On-site Verification, shall be archived as important business files for future reference. The relevant enterprises, financial institutions, and foreign exchange authorities shall properly keep the relevant business files for five years for future reference. 

Article LXVII
The ratios, amounts, and time limits as prescribed in the Detailed Rules are all inclusive unless otherwise prescribed as exclusive. 

The dates prescribed in the Detailed Rules are consecutive days, unless otherwise prescribed as working days.

Article LXVIII
The Detailed Rules shall enter into force as of December 1, 2011, and they shall be subject to interpretation by the State Administration of Foreign Exchange.
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