Appendix 1
Detailed Rules on Implementation of the Administrative Measures for Foreign Exchange Settlement and Sales by Banks
Chapter I General Provisions
Article 1 In order to facilitate the settlement and sales of foreign exchange by banks, these detailed rules (hereafter referred to as the “Rules”) are formulated based on the Administrative Measures for Foreign Exchange Settlement and Sales by Banks.
Article 2 Foreign exchange settlement and sales by banks shall follow these Rules and other relevant regulatory provisions.
Article 3 Foreign exchange settlement and sales include spot foreign exchange settlement and sales and transactions of RMB and foreign exchange derivatives (“derivatives”). The derivatives are limited to RMB and foreign exchange forwards, swaps, and options.
Article 4 Foreign exchange settlement and sales by banks shall comply with the principles of “understanding your transactions, knowing your customers, and performing due diligence.”
(I) Customer due diligence: Verifying the legality, authenticity, and validity of the identity documents, business conditions, and other information provided by the customers, and recording the verification procedures and results in writing.
(II) Acceptance of transactions: Examining the authenticity and compliance of the transactions and understanding the purpose and nature of the transactions in light of the existing laws and regulations, including, but not limited to, those prescribed by the State Administration of Foreign Exchange (SAFE).
(III) Ongoing monitoring: Monitoring changes in the business operations of customers on a timely basis and maintaining a real-time customer management system.
(IV) Problematic transactions: Any abnormal indications discovered during the acceptance of transactions or subsequent monitoring shall be reported to the SAFE and its branches/sub-branches (referred to collectively as the Foreign Exchange Administration) without delay.
Article 5 The banks shall establish internal control systems compatible with the principles of “understanding your transactions, knowing your customers, and performing due diligence.”
(I) Establishing comprehensive systems with respect to examination policies, decision-making mechanisms, management information, and unified operating procedures for transactions, while specifying the due diligence requirements.
(II) Ensuring employees understand the requirements for risk controls regarding foreign exchange settlement and sales and understand their duties and their due diligence requirements through training and other effective methods and approaches. 
(III) Establishing frameworks for due diligence and accountability, and specifying the duties of various departments and positions so as to identify responsibility for risks incurred due to violations of the laws and regulations and to take care of them accordingly.
Chapter II Entry into and Exit from the Markets
Article 6 Banks applying for spot foreign exchange settlement and sales shall satisfy the following conditions:
(I) Have a license for financial operations.
(II) Have established sound management systems for transactions.
(III) Be equipped with the software and hardware devices that are necessary for the transactions.
(IV) Employ senior executives and operating personnel with the necessary professional backgrounds.
Banks applying for approval of business licenses for foreign exchange issued by the banking regulatory authorities shall hold the relevant foreign exchange licenses.
Article 7 Banks applying for derivatives transactions shall satisfy the following conditions:
(I) Shall be qualified for spot foreign exchange settlement and sales.
(II) Will have established sound risk management and internal control systems for derivatives trading and appropriate risk identification, measurement, management, and trading systems, and will have employed professional personnel to carry out the derivatives transactions.
(III) Having complied with the provisions of the banking regulatory authorities regarding the qualifications for financial derivatives trading
Article 8 The banks may simultaneously apply for spot foreign exchange settlement and sales and derivatives transactions based on their actual needs.
(I) Spot foreign exchange settlement and sales for companies and individuals can be applied for separately or at the same time. Banks conducting foreign exchange settlement and sales for individuals shall abide by the following regulations:
1. According to the Measures for the Administration of Individual Foreign Exchange and their detailed rules for implementation, banks shall meet the conditions for having access to the network of the SAFE’s individual foreign exchange business monitoring system and shall conduct individual foreign exchange settlement and sales in compliance with the laws.
2. The service marks of the RMB and foreign currency exchange for individuals shall be conspicuously indicated in the outlets, such as on the self-service foreign currency exchange machines. The style of the service marks of the RMB and foreign currency exchange for individuals may be determined by the banks.
(II) All derivatives transactions can be applied for at one time, while forwards and options transactions can be applied for separately. After having obtained a license for forwards transactions, the banks can, on their own volition, start foreign exchange swaps and currency swaps.
Article 9 The head offices of the banks applying to engage in spot foreign exchange settlement and sales shall provide the following documents and information:
(I) An application to conduct foreign exchange settlement and sales.
(II) A photocopy of the Financial License.
(III) The internal management regulations on foreign exchange settlement and sales, which shall include at least the following items: the operating rules, instruments management, statistical reporting on transactions, comprehensive positions management, accounting subjects and methods, internal audits, the post responsibility system for employees, and the authorization management system relevant to the foreign exchange settlement and sales.
(IV) Explanatory documents regarding the software and hardware devices necessary for the transactions.
(V) Explanatory documents regarding the senior executives and operating personnel who have appropriate professional backgrounds.
(VI) Photocopies of the foreign exchange licenses in the case of applying for business licenses for foreign exchange with the banking regulatory authorities.
Article 10 The head offices of the banks applying for derivatives transactions shall provide the following documents and information:
(I) An application report, feasibility report, and a business plan.
(II) The internal management system for the derivative product business, which shall, at a minimum, include the following:
1. The operating rules, including the transaction acceptances, customer assessments, instrument examinations, and other relevant procedures and operating standards; 
2. The pricing models, including the pricing methods and the selection standards and sources of the various parameters;
3. The risk management system, including the risk management frameworks, risk model indicators, the quantitative management indicators, the risk mitigation measures, and the position unwinding schemes; 
4. The accounting system, including the subject set-up and the accounting methods;
5. The statistical reporting system, including the data collection channels and the operating procedures.
(III) The names and backgrounds of the executives and the key traders.
(IV) Documents providing evidence of compliance with the provisions of the banking regulatory authorities regarding the qualifications for financial derivatives transactions.
The banks shall provide the relevant and applicable documents and information based on the characteristics of the various derivatives for which they are applying.
Article 11 The applications of the head offices of the banks applying for spot foreign exchange settlement and sales and derivatives transactions shall be submitted and accepted according to the following procedures:
(I) Applications by policy banks and national commercial banks shall be submitted directly to and approved by the SAFE. Applications by other banks shall be submitted to the local SAFE branch or the Foreign Exchange Administration Department (hereafter referred to as the “SAFE branch”); or shall be submitted to the local SAFE central sub-branch or sub-branch in cities (prefectures, autonomous prefectures, and districts) or counties, and shall be reported level by level to the SAFE branch for approval. 
(II) Applications submitted by a branch of a foreign bank shall be submitted by its head office. In the case that a foreign bank applies for derivatives transactions in more than two branches in China, its domestic head office shall submit an application to the local SAFE branch, which shall give copies of the acceptance results to the SAFE branches in the places where its other domestic branches are located.
(III) The Foreign Exchange Administration shall provide the acceptance results in official documents; in cases where only derivatives are involved, a simplified notice of filing may be provided.
Article 12 Applications for a bank branch applying for spot foreign exchange settlement and sales shall be subject to the following stipulations:
(I) The head office of the bank and the upper-level branch/sub-branch of the applicants shall have well-established systems for foreign exchange settlement and sales, i.e., the results of the most recent assessments regarding implementation of the foreign exchange administration regulations shall be graded as B or above.
(II) A bank branch shall go through ex ante filing procedures with the following documents:
1. A bank branch applying for spot foreign exchange settlement and sales shall submit two copies of the Form for the Filing of Spot Foreign Exchange Settlement and Sales by Banks (see Appendix 1), documents providing evidence of the assessment grades on implementation of the foreign exchange administration regulations by its head office and upper-level branch, and the documents and information prescribed under the Items (I), (II), (IV) and (V) of Article 9 for filing with the local SAFE branch/sub-branch.
2. A bank sub-branch and its affiliates applying for spot foreign exchange settlement and sales shall submit two copies of the Form for the Filing of Spot Foreign Exchange Settlement and Sales by Banks, a photocopy of the Financial License, and documents providing evidence of the assessment grades on implementation of the foreign exchange administration regulations by its head office and upper-level branch for the purpose of filing with the local SAFE branch/sub-branch. A sub-branch may go through the filing procedures on behalf of its affiliates on a centralized basis, but only with the SAFE branch/sub-branch at the location of the affiliates.
3. The SAFE branch/sub-branch shall confirm receipt of the full sets of the documents for the filing of spot foreign exchange settlement and sales submitted by the bank by stamping on the Form for the Filing of Spot Foreign Exchange Settlement and Sales by Banks the special seal for foreign exchange settlement and sales by banks, and shall return one copy of the Form to the bank.
Article 13 A bank branch applying for derivatives transactions shall, upon authorization by the relevant upper-level institution, report in writing to the local Foreign Exchange Administration at least 20 working days prior conducting the business with the authorization documents and the relevant information regarding its preparations for the transactions at its level (including but not limited to staffing, training, and internal management), and may begin the transactions upon confirmation by the Foreign Exchange Administration.
The bank shall strengthen authorization and management over the derivatives transactions conducted by its branches. The authorization and trading authority of branches with insufficient capabilities in terms of derivatives operations, risk prevention, and management levels shall be withdrawn or cancelled.
Article 14 The Foreign Exchange Administration shall, upon acceptance of the application for spot foreign exchange settlement and sales and derivatives transactions submitted by a bank, follow the relevant procedures for administrative licenses. The Foreign Exchange Administration may, upon acceptance of the application submitted by the head office of a bank or the application for spot foreign exchange settlement and sales submitted by a bank branch, take the necessary measures to verify their software and hardware equipment and staffing.
Article 15 In the case of a merger or a split, or a change in important information regarding a bank during the course of foreign exchange settlement and sales, the following provisions shall prevail:
(I) Upon a merger or a split, the newly established bank head office shall apply to the Foreign Exchange Administration for foreign exchange settlement and sales. In the case of a merger through absorption, it is not necessary for a bank to apply to engage in foreign exchange settlement and sales, and in principle its existing limits on various foreign exchange transactions shall be combined; however, the comprehensive position shall be subject to the provisions in Chapter VI of these Rules.
(II) In the case of changes in its name and business location, within 30 days of such a change a bank shall submit the Form for the Filing of a Change in the Information of Banks for Foreign Exchange Settlement and Sales (see Appendix 2) and a photocopy of the Financial License issued after the change for the filing with the Foreign Exchange Administration which has provided approval for engaging in foreign exchange settlement and sales. In the case of a name change, the Foreign Exchange Administration accepting the filing shall notify the Foreign Exchange Administration at the location of the bank’s affiliates in an appropriate manner; The bank shall, upon filing, automatically become the natural successor for the qualifications and relevant trading limits for the various transactions as approved by the Foreign Exchange Administration.
Article 16 In the case of a merger or a split, or a change in important information regarding a bank branch during the course of foreign exchange settlement and sales, the following provisions shall prevail:
(I) Upon a merger or a split, a newly established bank branch shall apply to the Foreign Exchange Administration for approval to engage in foreign exchange settlement and sales.
(II) In the case of a change in its name or business location, within 30 days after the change, a bank branch shall submit the Form for the Filing of Changes in the Information of Banks for Foreign Exchange Settlement and Sales (see Appendix 2) and a photocopy of the Financial License issued after the change for filing with the local Foreign Exchange Administration.
(III) Changes in the names of a bank sub-branch or its affiliates occurring during the period from January through June and July through December shall be filed with the Foreign Exchange Administration at the location of the upper-level bank by the end of August of the same year and by the end of February of the next year respectively (see Appendix 3).
Article 17 In the case of termination of foreign exchange settlement and sales by a bank, the bank or its upper levels shall, within 30 days upon the termination, submit the Form for the Filing of Termination of Foreign Exchange Settlement and Sales by Banks (see Appendix 4) and file the termination with the Foreign Exchange Administration which has approved or filed its qualification for foreign exchange settlement and sales.
Article 18 Banks whose qualifications for foreign exchange settlement and sales have been revoked or banks that have declared bankrupt according to the law shall automatically become invalid and void.
Article 19 The Foreign Exchange Administration shall, pursuant to the provisions of these Rules, improve internal controls over market entry regarding spot foreign exchange settlement and sales and derivatives transactions according to the principles of simplified operations and effective regulation, and shall keep the documents regarding the application, filing. and reports by the banks in a proper manner.
Chapter III Management of Spot Foreign Exchange Settlement and Sales
Article 20 For spot foreign exchange settlement and sales services rendered to customers, a bank shall abide by the SAFE’s relevant provisions; for spot foreign exchange settlement and sales on its own behalf, a bank shall comply with the relevant provisions under this Chapter; for those not specified in this Chapter, a bank may refer to other domestic institutions.
Article 21 Foreign exchange income earned from the banks’ business, after deducting for the payment of the foreign exchange expenses and payment of the RMB expenses required for the daily operations of the domestic foreign exchange business settled with foreign exchange, shall be incorporated into the foreign exchange profits for centralized management, and the foreign exchange settlement shall not be conducted separately.
Article 22 Where foreign-funded banks settle foreign exchange to pay for the RMB expenses required for the daily operations of their domestic foreign exchange business, the said banks before conducting this business shall conduct a self-examination and retain the relevant instruments proving authenticity according to the law. Foreign exchange settlement may be conducted in advance on a monthly basis or in accordance with the actual expenditures. If the foreign exchange is settled in advance on a monthly basis, the amount shall not exceed 105 percent of the actual expenditures in RMB of the last month, and if the amount is insufficient, it shall be further settled in accordance with the actual expenditures; any unused portion of the foreign exchange funds settled in advance in the current month shall be carried forward to the next month.
Article 23 The RMB and foreign currency conversions of the net profits of a bank shall be processed by its head office on a consolidated basis according to the following provisions:
(I). The banks may settle on their own the year’s foreign exchange profits (including foreign exchange profits from domestic institutions, profits contributed by overseas branches, and profits earned through the holding of shares in foreign institutions) in accordance with the results of the financial accounting after each quarter of the same year, which shall be automatically adjusted based on the annual results of the final audit. In the case that there are net losses resulting from prior years, the settlement can be made only after the losses are offset.
(II) Foreign exchange losses can be carried forward and offset against foreign exchange profits for the subsequent year, or against the RMB profits through the foreign exchange purchases.
(III) Settlement of foreign exchange profits retained from previous years may be handled by the banks themselves in subsequent years.
Article 24 Payment of foreign shareholders’ dividends, bonuses, or outward remittances of profits of foreign-funded banks shall be made by the banks themselves with the foreign exchange profits accumulated over the years or with the foreign exchange purchased with RMB, and the banks shall retain the following documents for future reference:
(I) The balance sheets, profit and loss statements, and consolidated auditor’s reports prepared in domestic and foreign currencies;
(II) Forms for the Filing of Taxes:
(III) The relevant resolutions of the board of directors or of the general meeting of the shareholders, or the notices of funds transfers issued by the head office of the foreign-funded bank.
Article 25 Domestic and foreign currency conversions of the (working) capital of banks shall be carried out in accordance with the following requirements upon approval by the local SAFE branches:
(I) The amount applied for by the banks for domestic and foreign currency conversion shall satisfy the following requirements:
1. The value of “(the owner’s equity in foreign exchange + the working capital in foreign exchange)/assets in foreign exchange” after completion of the domestic and foreign currency conversion shall basically be equivalent to that of “the owner’s equity in RMB + the working capital in RMB)/assets in RMB.”
2. The aforesaid data shall be calculated on the basis of the balance sheets of the domestic banking institutions, excluding the associated overseas banks. Part of the assets in foreign exchange due to policy-related factors may be deducted in the calculation of the assets in foreign exchange; The average values of the interbank deposits/lending at the end of the four quarters before applying for the foreign exchange settlement shall be included in the calculation of the assets in RMB. The working capital and the owner’s equity shall not be calculated repeatedly; “Working capital in RMB” refers to the working capital in RMB allocated by foreign banks to domestic branches (including working capital in RMB after the settlement of foreign exchange); “working capital in foreign exchange” refers to working capital in foreign exchange allocated by foreign banks to domestic branches and capital purchased by domestic corporate banks with their own RMB and accounted for under the working capital in foreign exchange. The undistributed foreign exchange profits shall be deducted for the accounting of the owner’s equity in foreign exchange, but shall not be deducted if said profits are negative.
3. For their first application, Chinese-funded banks that are new participants in the foreign exchange business or foreign-funded banks that are new participants in the RMB business may apply for domestic and foreign currency conversions of no more than 10 percent of the capital.
4. In the case that a bank purchases foreign exchange equity capital or working capital to develop foreign exchange transactions, the application can be made based on its actual needs, which is not subject to the terms in Items 1 and 3 above.
5. Where there are explicit requirements with respect to the currency of the capital by the banking regulatory authorities or due to other special situations, they will not be subject to the provisions set forth in items 1 and 3 above.
(II) The banks shall submit the following documents at the time of the application:
1. An application report.
2. The balance sheets in RMB and foreign currency.
3. The basis for the calculation of the amount of domestic and foreign currency conversions.
4. Where the relevant transactions require the approval of the banking regulatory authorities, copies of the relevant approval documents shall be provided.
(III) In principle, a bank shall not submit an application more than once a year.
(IV) The purchase of foreign exchange by a bank for overseas direct investments shall be subject to the relevant foreign exchange administration provisions with respect to overseas direct investments by domestic banks, and not to the aforesaid terms in this Article.
Article 26 In the case that the RMB/foreign currency amounts of the recovered funds (including interest) and the originally granted loans by a bank during the course of the business do not match, the bank can voluntarily settle or sell the foreign exchange on behalf of the debtors (unless otherwise stipulated by the Foreign Exchange Administration), and retain for inspection the written documents providing evidence of the contractual relationship with the debtors and the sources of the funds for foreign exchange settlement and sales, when the following conditions are satisfied.
(I). The debtors are unable to handle the foreign exchange settlement and sales transactions by themselves due to bankruptcy, closures, suspensions of the business for rectification, poor operations, or legal disputes with the banks.
(II). Sources of capital obtained from the debtor or its guarantor is legal, including but not limited to judgments by the court, are awarded by an arbitration institution; realization of non-monetary assets under mortgages or pledges (the value of which shall be assessed by the relevant assessment department if it is for self-use); withholding security deposits, and so forth.
(III) There is no case of helping debtors evade the foreign exchange administration regulations.
Where there is a currency mismatch between the currency of the incurred assets and the currency recovered, such as the recourse of loans in China by overseas banks, the banks may entrust the associated domestic banks to handle the foreign exchange settlement or sales on behalf of the debtors in accordance with the provisions of this Article. Associated banks include banks with a head office/branch relationship or a parent/subsidiary bank relationship; branches or subsidiary banks under the control of the same institution; and banks with a cooperative relationship under the same syndicated loan.
In the case that the RMB/foreign currency amounts during lawful transfers of domestic equity shares by a bank do not match, the relevant foreign exchange settlement and sales can be made by reference to this Article.
Article 27 Where the banks suffer any losses in their business operations, such as with foreign exchange loans, due to the fact that the creditor’s rights fail to be recovered or are transferred, the banks shall offset the losses with foreign exchange provisions for bad debts or with provisions for bad debts of the RMB equivalent in accordance with the relevant accounting system.
Article 28 Where banks withdraw the business tax, interest tax, or other taxes in foreign currency but need to pay the tax authorities with RMB settled from the foreign exchange funds, the banks shall conduct a self-examination and retain the instruments proving authenticity prior to payment. The taxes that the banks themselves should pay shall be incorporated into their own foreign exchange settlement and sales; the taxes withheld and paid according to the law shall be incorporated into their foreign exchange settlement and sales on behalf of clients.
Article 29 The foreign exchange settlement and sales business of banks that are not qualified for foreign exchange settlement and sales shall be handled by other banks that are qualified thereof; the foreign exchange settlement and sales business of banks that are qualified for such business shall not be handled by any other banks.
Chapter IV Management of Derivatives Transactions
Article 30 Banks shall enhance their independent innovation and transaction management capabilities, establish sound risk management and internal control systems, and prudently conduct derivatives transactions compatible with their own risk management.
Article 31 Derivatives transactions conducted by a bank for its customers shall stick to the principle of transactions for actual requirements. Derivatives transactions for customers are backed by the actual requirements for hedging foreign exchange risk exposure, and foreign exchange settlement and sales are applicable to the underlying foreign exchange assets or liabilities and expected future foreign exchange receipts and payments according to the foreign exchange regulations.
Article 32 Before entering into a derivative transaction with a customer, a bank shall verify whether the derivative transaction is consistent with the principle of actual requirements and shall obtain the customer’s statement, confirmation letter, and other written documents providing evidence of the actual requirements, the contents of which shall include but shall not be limited to:
(I) the authenticity and compliance of the underlying foreign exchange assets/liabilities or receipts/payments directly related to the derivative transaction.
(II) the purpose or objective of the derivative transaction with the customer.
(III) whether there exists any outstanding derivative transaction exposure relevant to the underlying foreign exchange assets/liabilities or receipts/payments as recognized in Item (I) of this Article
Article 33 Forward transactions shall comply with the following provisions:
(I) When a forward contract matures, the bank shall settle in full for the customer in accordance with the spot foreign exchange settlement and sales provisions, and any net settlement is not permitted.
(II) Before or when a forward contract matures, and if the customer is unable to perform the contract due to any change in the actual requirements, the bank may close the contract at the corresponding amount or extend the contract based on the customer’s actual requirements after having obtained the customer’s statement, confirmation letter, and other evidential written documents; the relevant gain or loss shall be settled in RMB according to normal commercial terms.
Article 34 Option transactions shall comply with the following provisions:
(I) On the basis of an ordinary European option, the bank may, on behalf of a customer, purchase or sell the option or option portfolio comprised of two or more options; the option commission shall be in RMB. The bank may conduct reverse closing, full, or net settlement for the customer’s option contract; the reverse closing and net settlement shall be made in RMB.
(II) The major risk features of individual options or option portfolio transactions conducted by the bank for its customers shall be reasonably relevant to the customers’ actual requirements. Foreign exchange receipts or payments arising from the exercise of the option contract shall not exceed the size defined by the customers’ actual requirements.
Article 35 Foreign exchange swap transactions shall comply with the following provisions:
(I) For foreign exchange swap transactions with near-end foreign exchange settlement/far-end foreign exchange purchases, the customer’s foreign exchange funds for a near-end foreign exchange settlement shall be the foreign exchange funds eligible for a spot foreign exchange settlement according to the foreign exchange regulations.
(II) For foreign exchange swap transactions with near-end foreign exchange purchases/far-end foreign exchange settlement, the customer can directly purchase foreign exchange with RMB at the near end and deposit the foreign exchange funds in the foreign exchange account under the current account or make payments with those funds; Foreign exchange funds from the foreign exchange settlement at the far end shall be foreign exchange funds eligible for the spot foreign exchange settlement according to the foreign exchange regulations. A bank can make a foreign exchange settlement on the interest accrued from the foreign exchange deposits in the foreign exchange account under the current account.
(III) A bank’s foreign exchange exposure incurred from a customer’s inability to perform a foreign exchange swap contract at the far end shall go to the comprehensive position of the foreign exchange settlement and sales for centralized management.
Article 36 Currency swap transactions shall comply with the following provisions:
(I) The principal under a currency swap transaction can actually be exchanged both on the effective date and the maturity date of the contract, or on either of the dates if no actual exchange of the principal exists.
(II) Foreign exchange settlement or purchases involved in a currency swap transaction in which the customer actually exchanges the principal on the effective date, the maturity date of the contract shall be subject to the regulations for administering foreign exchange swaps. Foreign exchange settlement or purchases involved in the exchange of the principal on either of the dates shall be subject to the principle of the actual requirements; and the bank’s foreign exchange exposure incurred therefrom shall go to the comprehensive position of the foreign exchange settlement and sales for centralized management.
(III) The interest rate for currency swaps may be determined between the bank and the customer through consultations according to normal commercial terms, but shall be subject to the regulations on interest rates of People’s Bank of China.
(IV). In operating a currency swap, the banks shall incorporate the interest in foreign currencies earned from their clients into the foreign exchange profits thereof for centralized management, and shall not separately carry out the foreign exchange settlement.
Article 37 The essential factors for a derivative transaction conducted by a bank for a customer, including the currency, term, and price, shall be determined by both parties through consultations according to normal commercial terms.
In the case that a net settlement is adopted for an option transaction, the reference price used to determine the net amount shall be the real-time and effective exchange rate in the domestic market.
Article 38 Customers eligible for derivatives transactions conducted by a bank are limited to domestic institutions (temporarily excluding the bank itself), including individual businesses.
For foreign exchange risk exposure arising from overseas investments by a domestic individual consistent with the foreign exchange administration regulations, the bank can conduct derivatives transactions for the investor according to the principle of the actual requirements.
Article 39 The bank shall pay attention to customer management with respect to derivatives transactions and shall fully conduct a customer suitability assessment and risk disclosure on a continual basis based on comprehensive consideration of the classification of the derivatives transactions and the customers. The bank shall ensure that the customers have obtained authorization from inside the customers’ organization and approval from the upper-level relevant authority for derivatives transactions and shall have sufficient risk tolerance.
For customers who conduct derivatives transactions backed by fabricated requirements and repeat hedging transactions, the bank shall terminate the ongoing transactions with them according to the law and shall restrict their access to subsequent derivatives transactions through credit ratings and other internal management systems.
Article 40 Banks shall conduct derivatives transactions in compliance with the regulations on the comprehensive position management of foreign exchange settlement and sales, and measure and manage the derivatives trading position on an accurate and reasonable basis. Derivatives transactions provided by bank branches on behalf of their customers are subject to centralized unwinding, exposure management, and risk control by their head offices (headquarters).
Article 41 Derivatives transactions conducted by banks and domestic institutions in overseas markets shall be consistent with the foreign exchange administration regulations.
Article 42 The SAFE shall organize the establishment of a self-disciplined market mechanism, improve regulation of derivatives transactions, including customer management and risk controls, and maintain fair competition in the foreign exchange market along with the foreign exchange participants, including the banks.
Chapter V. Administration of the Comprehensive Positions in the Settlement and Sales of Foreign Exchange by Banks.
Article 43 A bank shall manage the comprehensive position of foreign exchange settlement and sales according to the following principles:
(I) Unified ratification of legal persons. The positions of banks shall be ratified in a unified manner following the principle of regulation of legal persons and the positions of their branches shall not be separately ratified (except for the branches of a foreign bank).
(II) Management of limits. Banks shall adopt a positive/negative limit management for the comprehensive position of the foreign exchange settlement and sales.
(III) Management on an accrual basis. Banks shall include the foreign exchange settlement and sales of its clients, its own foreign exchange settlement and sales, and transactions on the interbank foreign exchange market in the positions on the day when the transaction is concluded (rather than on the day when the capital is actually received and paid).
(IV) Examinations and regulation on a weekly basis. Banks shall manage the position on a weekly basis (calendar week), and maintain the average position for each working day during the week within the limits determined by the Foreign Exchange Administration.
(V) Reconciling the balance of positions against the accounting subjects on a regular basis. For differences, the bank may apply to the Foreign Exchange Administration on an annual basis for an adjustment; for differences caused by a variance in the currency conversion or by any other reasonable reason, the Foreign Exchange Administration may directly approve the adjustment; for differences resulting from false reporting or missed statistical data, the Foreign Exchange Administration may approve the adjustment but shall impose sanctions for violations of the relevant regulations.
Article 44 For policy banks, national banks, and banks that function as market makers in the interbank foreign exchange market, the SAFE verifies their position limits on a centralized basis based on the trading volume of the foreign exchange settlement and sales and the interbank market transactions, and adjusts the limits annually or periodically.
Article 45 The position limits of banks not referred to in Article 44 shall be verified by the local SAFE branch and adjusted annually.
(I) For a bank whose trading volume of foreign exchange settlement and sales for the previous year is less than USD 100 million or whose qualifications for foreign exchange settlement and sales are newly obtained, the upper limit of the comprehensive position of foreign exchange settlement and sales is USD 50 million and the lower limit is USD -3 million.
(II) For a bank whose trading volume of foreign exchange settlement and sales for the previous year is from USD 100 million to USD 1 billion, the upper limit of the comprehensive position is USD 300 million and the lower limit is USD -5 million.
(III) For a bank whose trading volume of foreign exchange settlement and sales for the previous year is above USD 1 billion, the upper limit of the comprehensive position is USD 1 billion and the lower limit is USD -10 million.
In the case that the upper limits verified according to the above standards cannot meet the actual requirements, the banks may apply to the SAFE branch which may increase the upper limits according to the circumstances.
Article 46 If the SAFE has to carry out a temporary adjustment of the comprehensive position limits of foreign exchange settlement and sales based on the balance of international payments and foreign exchange market conditions, the relevant regulations shall be applied and the comprehensive position limits verified under Article 44 and Article 45 shall be suspended.
Article 47 For a bank newly applying for qualifications for foreign exchange settlement and sales (excluding foreign banks without RMB services), the Foreign Exchange Administration shall verify its comprehensive position limits for foreign exchange settlement and sales at the same time.
A foreign bank that has qualified for foreign exchange settlement and sales and has newly started RMB services shall, within 30 working days upon approval of the RMB services by the China Banking Regulatory Commission (CBRC), apply to its local Foreign Exchange Administration for verification of the comprehensive position limits of the foreign exchange settlement and sales and shall provide the approval document issued by the CBRC for its RMB services along with its application.
Article 48 In the case that a bank voluntarily applies to terminate its foreign exchange settlement and sales or is disqualified from foreign exchange settlement and sales by the Foreign Exchange Administration, the balance of its comprehensive position of foreign exchange settlement and sales shall be reduced to zero.
Article 49 For a foreign bank that has two or more branches in China, the head office or regional headquarters thereof may authorize one branch within China (hereinafter referred to as the “Branch for Centralized Management”) to carry out the centralized management of the positions of its branches within China.
(I) Banks for Centralized Management shall file an application with the local SAFE branch. The application documents shall include:
1. A letter of authorization granted by the head office approving implementation of the centralized management of the positions.
2. An approval document issued by the CBRC for the resident office of the foreign-funded financial institution within China.
3. An explanation by the foreign bank of its internal management system, accounting methods, and technical support for implementation of the centralized management of the positions.
(II) The SAFE branch shall, upon receipt of the application, visit the business office of the Branch for Centralized Management and conduct an on-site inspection and acceptance of the support provided by the technical system for the centralized management of the positions of the bank. If the relevant requirements are met, the SAFE branch shall provide an official reply, send a copy to the SAFE, and simultaneously send a copy to the local SAFE branches or sub-branches in the places where the branches of the foreign bank are located.
(III) After the branches of a foreign bank are placed under centralized management of the positions, the original positions of all the branches or sub-branches of the foreign bank within China shall be incorporated into the positions of the Branch for Centralized Management for the purpose of management and shall be uniformly squared and managed by the Branch for Centralized Management. If any new branch or sub-branch of the foreign bank is added under the centralized management of the positions, the Branch for Centralized Management and the new branch or sub-branch shall file, 10 work days in advance, with their local SAFE branches respectively.
(IV) After the branches of a foreign bank are placed under centralized management of the positions, ratification and daily management of the position limits shall be conducted according to Articles 44 and 45. Specifically, where business data are measured and calculated, the aggregate data of all the foreign bank’s branches and sub-branches within China shall be used.
(V) After the branches of a foreign bank are placed under centralized management of the positions, if neither the Branch for Centralized Management nor any other branch or sub-branch under centralized management has opened an RMB business, the relevant provisions on special RMB accounts for foreign exchange settlement and sales shall apply. If the Branch for Centralized Management has opened an RMB business, and other branches or sub-branches within China have not opened an RMB business, the branches or sub-branches that have not opened an RMB business shall still be governed by the relevant provisions of the special RMB account for foreign exchange settlement and sales, but the balance in their special RMB accounts for foreign exchange settlement and sales shall be converted into US dollars and shall be recorded with a negative value into the positions of the Branch for Centralized Management.
Chapter VI Supplementary Provisions
Article 50 The banks shall, in accordance with the regulations of the SAFE, report their statistical data on foreign exchange settlement and sales, derivatives transactions, the comprehensive position of foreign exchange settlement and sales, and other relevant statements and data, while detailed regulations on the statistical reporting are prescribed separately.
Article 51 The SAFE branches in all regions shall report to the SAFE annually by email the Information on the Financial Institutions for Foreign Exchange Settlement and Sales (Region) (see Appendix 5), and the Information on Verification of the Comprehensive Position Limits on Foreign Exchange Settlement and Sales for Local Financial Institutions (Region) (see Appendix 6). The reporting date shall not be later than the end of January of every year. E-mail: manage@bop.safe
Article 52 The regulations on exchange rate quotations, and special accounts for foreign banks without RMB services for foreign exchange settlement and sales, shall be prescribed separately by the People’s Bank of China or the SAFE.
Article 53 If a bank violates the relevant provisions of these Rules when handling the settlement and sales of foreign exchange, it shall be subject to punishment by the Foreign Exchange Administration according to the Regulations of the People's Republic of China on Foreign Exchange Administration as well as other relevant regulations;
Article 54 Foreign exchange settlement and sales conducted by a non-bank financial institution are subject to these Rules, unless otherwise stipulated by the SAFE.
Article 55 These Rules shall enter into effect as of January 1, 2015. 
Appendix 1
Form for the Filing of Spot Foreign Exchange Settlement and Sales by Banks
	Filing bank
	

	Business location
	

	Institution number on the Financial License
	
	Number of the Financial License No.
	

	Approving authority
	

	Financial institution ID code
	□ Coded   Code number:
□ Uncoded

	Name of upper-level bank authorizing operation of foreign exchange settlement and sales
	

	Time of authorization by the upper-level bank
	

	Type of foreign exchange settlement and sales filing
	□ Foreign exchange settlement and sales for companies    □ Foreign exchange settlement and sales for individuals  

	Method of statistical reporting on foreign exchange settlement and sales by banks
	□ Consolidated into the upper-level bank  Name of the upper-level bank:
□ Reporting individually by the Bank    

	Monitoring system for foreign exchange services for individuals (required for the filing of foreign exchange settlement and sales for individuals)
	Whether the requirements for network connections and equipment are satisfied:
□Yes    □No
ID to log on to the monitoring system for foreign exchange services for individuals:
□ ID of the upper-level bank  Name of the upper-level bank:
□ ID of the Bank    

	Contact person
	Responsibility
	Name
	Department
	Position
	Contact

Telephone

	
	Executive president
	
	
	
	

	
	Department manager
	
	
	
	

	
	Contact person
	
	
	
	

	Statement:
We hereby declare that the above information is accurate and we will assume all legal responsibilities arising from any inaccuracies.
Authorizing bank (Signature)                    Filing bank (Signature)
Date                

	                    The XX branch/sub-branch office of the SAFE  
(Signature)
                                        Date



Notes:
1. This Form only applies to bank branches.
2. In the case that a bank outlet applying for foreign exchange settlement and sales does not have an official seal, the seal of its upper-level bank is acceptable, provided that the upper-level bank issues a document providing evidence of the lack of an official seal. This rule also applies to Appendix 2 and Appendix 4.
Appendix 2
Form for the Filing of Changes in Information of Banks for Foreign Exchange Settlement and Sales
	Filing bank
	

	Business location
	

	Institution number on the Financial License
	
	Financial License No.
	

	Approving authority
	

	Financial institution ID code
	□ Coded   Code number:
□ Uncoded

	Items of changes of information of the branch

	□
	Change of name

	Original name of the organization
	

	Name of the branch after the change
	

	Institution number on the Financial License after the change
	
	Financial License No.
	

	Approving authority
	
	Date of approval
	

	□
	Change of business location

	Original business location
	

	Business location after the change
	

	Institution number on the Financial License after the change
	
	Financial License No.
	

	Approving authority
	
	Date of approval
	

	□
	Merger, split, or other change of the branch

	

	Statement:
We hereby declare that the above information is accurate and we will assume all legal responsibilities arising from any inaccuracies.
                              Signature of the filing bank
                                Date:     


Notes:
1. The date of the change is the date printed on the Financial License.
2. The information under the above “items of changes in the information of the branch” is the original branch information. The items including the “name of the branch” and the “business location” shall be consistent with the Financial License.
3. The signature of the filing bank may be its signature after the change; the name of the bank under the first column need not be identical.
4. When applying for the filing of changes in information regarding the branch, the bank shall apply to retain the financial institution ID code of the branch at the same time.
Appendix 3
Form for the Filing of Changes in the Information of the Bank for Foreign Exchange Settlement and Sales
	No.
	Original bank name
	Original business location
	Original Financial License No.
	Bank name after the change
	Business location after the change
	Financial License No. after the change

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


Reporting date:        Name of the reporting bank (Seal/Signature):
Appendix 4
Form for the Filing of Termination of the Foreign Exchange Settlement and Sales by Banks
	Filing bank
	

	Business location
	

	Institution number on the Financial License
	
	Financial License No.
	

	Approving authority
	

	Financial institution ID code
	□ Coded   Code number:
□ Uncoded

	Name of the upper-level bank authorizing the termination of the foreign exchange settlement and sales
	

	Time of authorization by the upper-level bank
	

	Date of the termination of the foreign exchange settlement and sales
	


	Reason for the termination of the foreign exchange settlement and sales
	

	Statement:
We hereby declare that the above information is accurate and we will assume any legal responsibilities arising from any inaccuracies.
                         Filing bank (or the upper-level bank) (Signature)
                           Date:               


Notes: The “date of the termination of the foreign exchange settlement and sales” refers to the date of the official termination of the foreign exchange settlement and sales.
Appendix 5
Information on the Financial Institutions for Foreign Exchange Settlement and Sales (Region)
End of xxx
	Name of the organization
	Number of the branch for spot foreign exchange settlement and sales
	Number of the branch for forward foreign exchange settlement and sales to customers
	Number of the branch for RMB/foreign currency options transactions to customers

	
	Total
	Head office
	Total
	Head office
	Total
	Head office

	Policy bank
	China Development Bank
	
	
	
	
	
	

	
	Export-Import Bank of China
	
	
	
	
	
	

	
	Agricultural Development Bank of China
	
	
	
	
	
	

	State-owned commercial banks
	Industrial and Commercial Bank of China
	
	
	
	
	
	

	
	Agricultural Bank of China
	
	
	
	
	
	

	
	Bank of China
	
	
	
	
	
	

	
	China Construction Bank
	
	
	
	
	
	

	Joint-stock commercial banks
	Bank of Communications
	
	
	
	
	
	

	
	China Citic Bank
	
	
	
	
	
	

	
	China Everbright Bank
	
	
	
	
	
	

	
	Huaxia Bank
	
	
	
	
	
	

	
	China Minsheng Bank
	
	
	
	
	
	

	
	China Merchants Bank
	
	
	
	
	
	

	
	Guangdong Development Bank
	
	
	
	
	
	

	
	Industrial Bank
	
	
	
	
	
	

	
	Ping An Bank
	
	
	
	
	
	

	
	Shanghai Pudong Development Bank
	
	
	
	
	
	

	
	Prudential Bank
	
	
	
	
	
	

	
	China Zheshang Bank
	
	
	
	
	
	

	
	China Bohai Bank
	
	
	
	
	
	

	Urban commercial banks
	(Bank Name)
	
	
	
	
	
	

	
	(Bank Name)
	
	
	
	
	
	

	Rural commercial banks
	(Bank Name)
	
	
	
	
	
	

	
	(Bank Name)
	
	
	
	
	
	

	Wholly foreign-owned bank
	(Bank Name)
	
	
	
	
	
	

	
	(Bank Name)
	
	
	
	
	
	

	Chinese-foreign joint venture bank
	(Bank Name)
	
	
	
	
	
	

	
	(Bank Name)
	
	
	
	
	
	

	Branch of a foreign bank
	(Bank Name)
	
	
	
	
	
	

	
	(Bank Name)
	
	
	
	
	
	

	Rural cooperative financial institution
	(Bank Name)
	
	
	
	
	
	

	
	(Bank Name)
	
	
	
	
	
	

	Village and town bank
	(Bank Name)
	
	
	
	
	
	

	
	(Bank Name)
	
	
	
	
	
	

	Total
	
	
	
	
	
	


Notes: 1.This table shows data at the end of the reporting period; 2. The “total” represents the number of all branches of a bank in the region, including its head office and network branches for foreign exchange settlement and sales; if there is no head office in the region, the number in the “head office” column shall be zero; 3.The full names of the banks shall be filled in under the columns for the urban commercial banks, rural commercial banks, wholly foreign-owned banks, Chinese-foreign joint venture banks, and branches of foreign banks; if the space is insufficient, the SAFE branch may add column(s) voluntarily; 4. The branches of foreign banks is can be deemed to be the head office.
Appendix 6
Information on Verification of the Comprehensive Position Limits on Foreign Exchange Settlement and Sales for Local Financial Institutions (Region)
End of xxx
Unit: 10,000 U.S. dollars
	
	Comprehensive position of foreign exchange settlement and sales

	
	Lower limit
	Upper limit

	Chinese-owned banks
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	Total
	
	

	Foreign-owned banks
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	Total
	
	

	Total
	
	


Prepared by:          Checked by:           Approved by:       
Note: Chinese-owned banks include urban commercial banks, rural commercial banks, rural cooperative financial institutions, and financial companies under enterprise groups.
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