Appendix II:

Rules for Implementation of the Guidelines on Foreign Exchange Administration for Trade in Services

Article 1 The Rules for Implementation of the Guidelines on Foreign Exchange Administration for Trade in Services (the Rules) are hereby formulated in accordance with the Guidelines on Foreign Exchange Administration for Trade in Services (the Guidelines). 
Article 2 The Rules shall be applicable to payments and receipts of foreign exchange under the current account for trade in services, returns, and transfers under the current account with the exception of trade in goods (hereinafter referred to as payments and receipts of foreign exchange for trade in services). 
Article 3 Institutions and individuals in China shall report their payments and receipts of foreign exchange for trade in services in accordance with the regulations for reporting the balance of payments. 
Financial institutions shall verify the reporting document submitted by an institution or individual in China to their local foreign exchange administration bureau in accordance with the regulations for reporting the balance of payments and Article 14 hereunder. 
Chapter 1 Verification of Foreign Exchange Receipts and Payments 
Article 4 When processing payments and receipts of foreign exchange for trade in services, a financial institution shall verify the authenticity of the transaction documents and their consistency with the payments and receipts of foreign exchange in accordance with the Guidelines and the Rules. 
Where the transaction documents verified do not prove that the transactions are real and lawful or they are inconsistent with the payments and receipts to be handled, the financial institution shall require the institution or individual in China to submit supplementary transaction documents. 
Financial institutions shall demonstrate their commitment in an appropriate way, based on fully understanding their clients and businesses. 
Article 5 Financial institutions shall use the Guidelines and the Rules to regulate their operations and to execute the Guidelines and the Rules in their daily operations. 
Article 6 When processing payments or receipts of foreign exchange of more than USD 50,000 or the equivalent in other foreign currencies, a financial institution shall verify and retain the following transaction documents:
1. Under international forwarding: transportation invoices or transportation documents or lists;
2. Under international labor service cooperation and international engineering contracting: contracts (agreements) and labor service budget statements (engineering budget statements or engineering settlement statements);
3. Payments of foreign exchange for pre-project costs for trade in services prior to the execution of an international engineering contracting contract: an application (including but not limited to the budget for the pre-project costs, date of expiration, and the relationship between the overseas payee and the domestic institution). Domestic institutions shall transfer the remaining foreign exchange back to China on time; 
4. Payments of royalties and licensing fees: contracts (agreements) and invoices (payment orders);
5. Payments of foreign exchange under profits, dividends, and bonuses: audit reports from CPA firms for the relevant reporting years, the board’s resolutions on profit distributions and the latest capital verification report. Domestic institutions can pay overseas shareholders interim dividends and bonuses according to the law;
Payments of foreign exchange under profits for foreign partners of foreign-funded partnership enterprises: proof of registration confirming the capital subscription by the foreign partners and the profit distribution resolution, of which the former document can be printed by a financial institution from the relevant system of the local foreign exchange administration bureau; 
Receipts of foreign exchange under profits, dividends, and bonuses: profit disposal resolutions and financial statements of overseas institutions for the relevant years;
6. Under office expenditures of representative offices (offices): expenditure budget statements;
7. Under technology exports and imports: contracts (agreements) and invoices (payment orders). For imports and exports of restricted technologies, an institution or individual in China shall also provide a License for Technology Imports and Exports issued by the commercial authorities;  
8. Under international repayments: original transaction contracts, repayment agreements (repayment provisions), and relevant notes or evidence of the entire repayment process; or the verdict by a hearing court, an arbitration award from an arbitration body, or conciliation statement from a conciliation body;
9. Under disbursed or amortized fees from an affiliated foreign or domestic institution for trade in services: the original transaction contracts, disbursement or amortization contracts (agreements or notes), invoices (payment orders), with the advance or amortization period no longer than 12 (twelve) months;
10. Return of remittances under trade in services: transaction documents in line with the nature of the inbound and outbound remittance and notes or evidence for the entire return of the remittance process, with the remittance returned through the original channel and the amount returned no more than the original amount remitted; 
11. Payments and receipts of foreign exchange under other trade in services: contracts (agreements), or invoices (payment orders), or other related transaction documents. 
Article 7 In processing a payment of foreign exchange of more than USD 50,000 (or the equivalent in other foreign currencies) for trade in services, a financial institution should also consult the Announcement of Issues on Tax Record Filings for Payments in Foreign Exchange for Trade in Services (Announcement No.40, 2013) jointly issued by the State Administration of Taxation and the State Administration of Foreign Exchange (SAFE). 
Article 8 In theory a receipt or payment of foreign exchange of USD 50,000 or less (or the equivalent in other foreign currencies) can be processed by a financial institution without document verification. But if the nature of the foreign exchange to be paid or received is uncertain, a financial institution shall require an institution or individual in China to submit the transaction documents for verification. 
Article 9 In providing domestic foreign exchange transfer services for trade in services, a financial institution, the designated payer, shall verify and keep the following documents:
1. Transferring freight or related fees to international forwarders or forwarding agents from domestic institutions: invoices;
2. Transferring engineering fees under international contracted engineering to subcontractors from a general contractor: subcontracting contracts and invoices (payment orders); 
Transferring engineering fees to other members under an international engineering contracting conglomerate from a designated payer and receiver under the conglomerate: the related contracts and invoices (payment orders); 
3. Transferring related fees under service outsourcing to subcontractors from a general contractor: subcontracting contracts and invoices (payment orders); 
4. Returning related advances under paid overseas travels to individuals from a domestic institution: documents for the related fees or expense statements;
5. Domestic transfers of related fees under foreign exchange insurance in foreign currencies shall be processed in accordance with the regulations for foreign exchange administration for the insurance business; 
6. Domestic transfers of foreign exchange for other trade in services shall be processed in accordance with the Interim Regulations for Administration of Domestic Foreign Exchange Transfers. 
Article 10 In providing foreign currency withdrawal services for trade in services, a financial institution shall verify and keep the following documents: 
1. Withdrawing cash in foreign currency for the captain for international marine ships: the receipt voucher notice and the ship-owner’s payment instructions; 
2. Withdrawing cash in a foreign currency under international labor service cooperation or international contracted engineering in war-torn countries (regions) or countries (regions) with strict exchange controls and poor financial environments: contracts (agreements) and budget statements; 
3. Withdrawing cash in a foreign currency under office expenses of overseas representative offices (offices) in war-torn countries (regions) or countries (regions) with strict exchange controls and poor financial environments: budget statements;
4. Withdrawing cash of USD 10,000 or less (or the equivalent in other foreign currencies) per person per team from domestic institutions for paid overseas travels: budget statements; 
Withdrawals of cash in a foreign currency for other trade in services shall be processed in accordance with the Interim Methods for Administration of Payments and Receipts of Cash in Foreign Currencies by Institutions in China. 
Article 11 Institutions and individuals in China shall keep all the documents for each foreign exchange payment and receipt transaction for trade in services for 5 (five) years in the case of future checking.
Any financial institution providing foreign exchange payment and receipt processing services shall keep the verified transaction documents as business files for 5 (five) years in the case of future checking. 
Article 12 Transaction documents can be in paper or electronic forms that meet the legal and regulatory requirements and are accepted by financial institutions. Financial institutions shall affix the seals to the printed version of the electronic documents after verifying them and shall retain them. 
Where payments or receipts of foreign exchange for trade in services are made in installments, a financial institution shall mark the amount and the date and shall affix the seals to the transaction documents each time after verification. 
Where the transaction documents are presented by an institution or individual in China unilaterally, downloaded online, or faxed, the institution or individual shall stamp or affix the legally valid seals or signature before submission. 
Article 13 A financial institution may request that its customer provide a Chinese translation of a transaction document in a foreign language. 
Article 14 Information reporting documents for the administration of foreign exchange payments and receipts for trade in services include the Application Form for Overseas Remittances, the Overseas Remittance/Accepted Bill Advice, the Application for Domestic Remittances, Domestic Remittance/Accepted Bill Advice, the Reporting Form for Receipts from Abroad, and the Reporting Form for Receipts in China.
Information reported by institutions or individuals in China for foreign exchange administration of payments and receipts for trade in services include: 
1. Document number: the contract and invoice numbers shall be stated under the relevant entries on the reporting documents. Where there is no document number for the payment or receipt of foreign exchange for trade in services, an institution or individual in China may leave the entry blank; 
2. Disbursed or amortized fees for trade in services and pre-project costs under trade in services before the execution of international engineering contracting contracts: mark the reporting document with “disbursement,” “amortization,” or “pre-project cost" in Chinese characters in the remarks entry;
3. Return of remittance for trade in services: it shall be confirmed in the refunds entry of the reporting document, or the reporting document shall be marked with "return of remittance" in Chinese characters in the remarks entry;

4. Other administration information as required to be reported by a local foreign administration bureau.
A financial institution shall submit to the local foreign exchange administration bureau the information reported by an institution or individual in China for administration of foreign exchange payments and receipts for trade in services within 5 (five) work days following the payment or receipt of foreign exchange, using the online reporting system for the balance of payments. 
Chapter II Administration of Overseas Deposits of Foreign Exchange

Article 15 To deposit abroad foreign exchange receipts associated with trade in services (hereinafter referred to as overseas deposits), a domestic institution shall meet the following conditions:
1. The institution shall have foreign exchange receipts from trade in services and a continued demand for overseas settlement of payments; 
2. The institution shall have no record of violating the regulations for foreign exchange administration during the past two years; 
3. The institution shall have in place a sound internal management system for overseas deposits;  
4. The institution shall be engaged in trade in services associated with trade in goods; 
5. Where a domestic corporate group wants to deposit foreign exchange overseas and to implement centralized receipts and payments, it shall carry out centralized operations and management of domestic foreign exchange；
6. Other conditions as set by a local foreign exchange administration bureau.
To implement centralized receipts and payments, a domestic corporate group may designate a domestic member company (including a financial company) as the primary agent to be responsible for the centralized payments and receipts of foreign exchange for overseas trade in services that are carried out by all domestic member companies involved in the overseas deposits. 
Article 16 To deposit foreign exchange abroad, a domestic institution shall open an overseas foreign currency deposit account (hereinafter referred to as an overseas deposit account). The amount of foreign exchange deposited overseas by a domestic institution, or the balance in the overseas deposit account, shall not exceed 50% of the institution’s total foreign exchange receipts from trade in services for the previous year; the amount of foreign exchange deposited overseas by a domestic corporate group, or the balance in the overseas deposit account of its primary agent, shall not exceed 50% of the total foreign exchange receipts from trade in services of all domestic member companies of the group for the previous year. 
Article 17 Receipts under the overseas deposit account include receipts from trade in services and other receipts approved by a local foreign exchange administration bureau; payments under the overseas deposit account include payments under the current account, the transfer of overseas foreign exchange deposits to the domestic account, as well as other payments as required by the local foreign exchange administration bureau. 
Article 18 To open an overseas deposit account, a domestic institution shall present the following documents to a local foreign exchange administration bureau for verification: 
1. An application form (including but not limited to basic information, including information about the applicant’s trade in services, the proposed opening bank, the account expiry date, and the amount of foreign exchange to be deposited abroad)；
2. An internal administration system for foreign exchange deposited overseas;

3. To open an overseas deposit account and to make centralized receipts and payments, a domestic corporate group also shall submit a list of member companies intending to deposit their foreign exchange abroad as well as an agreement on the centralized receipts and payments with these companies；
4. Other materials as required by a local foreign exchange administration bureau. 

Where a domestic corporate group wants to open an overseas deposit account for centralized receipts and payments, its primary agent shall go to the local foreign exchange administration bureau for verification before opening the account. Where the localities of the primary agent and the member company are in the jurisdiction of different foreign exchange administration bureaus, a Consultation Letter with SAFE XX Branch on Opening an Overseas Foreign Exchange Deposit Account for Receipts from Trade in Services (hereinafter referred to as the Consultation, as seen in Appendix I in detail) shall be sent to the member company’s local foreign exchange administration bureau, and the latter shall give feedback to the primary agent’s local foreign exchange administration bureau within 3 (three) work days following receipt of the Consultation Letter. 
Article 19 A domestic institution shall report the name of the opening bank, account number, and currency in writing to the local foreign exchange administration bureau for filing within 10 (ten) work days following the opening of the overseas foreign exchange deposit account; any alteration to the basic information on the overseas deposit account shall be reported in writing for filing to the local foreign exchange administration bureau within 10 (ten) work days following acquisition of the information; a domestic institution shall bring the account cancelling notification letter issued by the overseas opening bank to the local foreign exchange administration bureau for filing within 10 (ten) work days following the closing of the account, with the balance transferred back to China. 
Article 20 Transfers of foreign exchange under the overseas deposit account back to the domestic foreign exchange current account under the same account holder or to the domestic account for centralized transactions of foreign exchange shall be handled directly through a financial institution. 
Article 21 To alter the opening bank, scope of payments and receipts, expiry date, and amount of foreign exchange to be deposited overseas, a domestic institution shall apply to the local foreign exchange administration bureau for alteration verification, which shall be applied by a primary agent in the case of an alteration by a domestic corporate group.  
Article 22 Receipts and payments under the overseas deposit account shall be based on real and legal transactions and shall conform to the relevant laws in China and the country (region) where the opening bank is located. 
A domestic institution shall submit the statement from the overseas opening bank to the local foreign exchange administration bureau within 20 (twenty) work days following the end of each quarter, with the legal valid seals of the domestic institution affixed to the statement. 
Article 23 A domestic institution that has an overseas deposit account shall report the balance of foreign exchange under the overseas deposit account via the SAFE’s application services platform, in accordance with the regulations on reporting the balance of payments, while a domestic corporate group that has an overseas deposit account shall report the related information via its primary agent. 
Article 24 In paying or receiving foreign exchange through the overseas deposit account, a domestic institution shall keep the related documents for 5 (five) years in the case of future checking, in accordance with the Guidelines and the Rules. 
Article 25 The SAFE may adjust the requirements for the qualification, duration, the amount deposited and transferred back with respect to the overseas deposit account, in accordance with the balance of payments and foreign exchange administration requirements. 
Chapter III Administration of Foreign Exchange Monitoring

Article 26 The local foreign exchange administration bureaus shall conduct off-site monitoring of the payments and receipts of foreign exchange for trade in services via the foreign exchange monitoring system, and shall conduct off-site and on-site verifications or inspections of institutions and individuals in China with abnormal payments and receipts of foreign exchange. 
Article 27 To verify the institutions, individuals, and related financial institutions in China on site, a local foreign exchange administration bureau shall present the Notice on an On-site Verification by SAFE XX Branch (hereinafter referred to as the Notice on the On-site Verification, as seen in detail in Appendix II) before conducting an on-site verification according to one or more of the following approaches: 
1. The local foreign exchange administration bureau shall require the domestic institutions, individuals, and related financial institutions that are to be verified to submit the related transaction documents and written explanatory materials;  
2. Meeting with the legal representatives of the institutions to be verified or their authorized representatives, the individuals to be verified and the heads of the related financial institutions to be verified or their authorized representatives in China to ask them about the verification; 
3. Reviewing and copying on site the accounting materials and the related documents of the institutions, individuals, and related financial institutions to be verified; 
4. Other ways to make a verification. 
Article 28 Institutions, individuals, and related financial institutions in China shall be truthful and provide related materials to cooperate with the local foreign exchange administration bureaus in the on-site verification and must not refuse and obstruct verification or conceal any information. 
1. When required by a local foreign exchange administration bureau to present written materials, institutions, individuals, or related financial institutions in China shall submit the written report and the related evidence to the bureau within 10 (ten) work days following receipt of the Notice of an On-site Verification; 
2. When called on to meet with the heads at a local foreign exchange administration bureau, the legal representatives of the institutions to be verified or their authorized representatives, the individuals to be verified and the heads at related financial institutions to be verified or their authorized representatives in China shall provide an explanation to the bureau within 10 (ten) work days following receipt of the Notice of an On-site Verification;
3. Where a local foreign exchange administration bureau is to review and copy related materials of an institution, individual, or a related financial institution to be verified in China, the institutions and individual shall make preparations in accordance with the bureau’s requirements; 
4. Where a local foreign exchange administration bureau conducts an on-site verification in other ways, the institutions, individuals, and related financial institutions to be verified in China shall make preparations in accordance with the bureau’s requirements. 
Chapter IV Legal Liabilities
Article 29 Institutions, individuals, and financial institutions in China shall handle the payments and receipts of foreign exchange for trade in services in accordance with the Rules and other related regulations, and those that violate these regulations shall be punished by a local foreign exchange administration bureau in accordance with the Foreign Exchange Administration Regulations in the People’s Republic of China (the Regulations). 
Article 30 In processing payments and receipts of foreign exchange for trade in services, a financial institution that fails to verify the authenticity of the transaction documents and their consistency with the foreign exchange payments and receipts as regulated shall be ordered by a local foreign exchange administration bureau to remedy its actions in accordance with the Regulations, their illegal proceeds shall be confiscated, and they will be fined RMB 200,000-1,000,000; those that commit serious violations or fail to remedy their actions in due time shall be ordered by the bureau to suspend all related business.
Article 31 In one of the following cases, domestic institutions shall be fined a maximum of RMB 300,000 and individuals in China shall be fined a maximum of RMB 50,000, and they shall be ordered to remedy their actions and warned by a local foreign exchange administration bureau in accordance with Article 48 of the Regulations:
1. Institutions and individuals in China fail to report payments and receipts of foreign exchange for trade in services in accordance with the Rules and related regulations; 
2. Institutions and individuals in China fail to submit valid documents and materials in accordance with the Rules and related regulations or submit false documents and materials; 
3. Institutions and individuals in China fail to undergo verification of an overseas deposit account as regulated; 
4. Institutions and individuals in China fail to pay or receive foreign exchange through an overseas deposit account as regulated; 
5. Institutions and individuals in China refuse or obstruct legal checks or a verification by the foreign exchange administration departments;
6. Institutions and individuals in China fail to keep related transaction documents in accordance with the Rules and related regulations or fail to keep all related transaction documents. 
Article 32 Any institution or individual in China that pays foreign exchange for trade in services via fraudulent trade or a deliberate split shall be punished in accordance with Article 39 under the Regulations. Any institution or individual in China that receives foreign exchange from trade in services via fraudulent trade or a deliberate split shall be punished in accordance with Article 41 under the Regulations.
Article 33 Domestic institutions that violate Article 16 herein by having a balance of foreign exchange deposited abroad more than the amount verified shall be punished in accordance with Article 39 under the Regulations. 
Chapter V Supplementary Provisions
Article 34 Definition of the following terms:
1. Domestic institution / institution in China refers to government agencies, corporate, public institutions, NGOs, and the military within the People’s Republic of China, excluding foreign consulates in China and representative offices of international organizations in China. 
2. Individual in China refers to Chinese citizens and foreigners who have been continuously staying in China for at least one year, excluding foreign diplomats and representatives of international organizations in China. 
3. Domestic corporate group refers to legally registered conglomerates (excluding financial institutions) in China that consist of a parent company, subsidiaries, and other member companies or institutions that are linked to one another by capital. 
4. Associated relations refer to direct or indirect controlling relations or important influences between domestic and foreign institutions. 
5. A deliberate split refers to institutions and individuals in China that pay foreign exchange to or receive foreign exchange from the same receiver or payer for trade in services many times on one day, every other day, or many consecutive days, in order to evade the controls on mandatory foreign exchange limits. 
Article 35 Receipts and payments by domestic institutions of foreign exchange under donations shall be processed in accordance with the Circular on Matters Regarding Foreign Exchange Administration for Donations to and from Domestic Institutions (Hui Fa [2009] No. 63) issued by the SAFE. 
Article 36 The Rules shall be interpreted by the SAFE.

Article 37 The Rules shall come into force on September 1, 2013.
Appendix I: 

XX Branch (Sub-branch) of the State Administration of Foreign Exchange

Consultation Letter on the Opening of an Overseas Foreign Exchange Deposit Account for Receipts from Trade in Services

No: 











(Name of a local foreign exchange administration bureau that has jurisdiction over the domestic member company),
According to the Guidelines on Foreign Exchange Administration for Trade in Services and the related regulations, we now kindly request that you provide information in response to the following enquiries regarding  





(Name of the domestic member company), whose organization code is  







. The information you provide will be crucial to our deciding whether to approve the application of   





(Name of a domestic corporate group) to open an overseas foreign exchange deposit account for trade in services: 
□ Has the member company violated any regulations for foreign exchange administration during the last two years?

□ The amount of foreign exchange received from trade in services, returns, and transfers under the current account:                      ；
□ Other:                                  
	Foreign exchange administration bureau having jurisdiction over the primary agent (seal)
	Foreign exchange administration bureau having jurisdiction over the domestic member company (seal)

	Code of the bureau:
	Code of the bureau:

	Prepared by:


Verified by:
	Prepared by:


Verified by:

	Tel:
	Tel:

	DD/MM/YY
	DD/MM/YY


The consultation letter is to be submitted in duplicate:

One copy is to be kept by the foreign exchange administration bureau having jurisdiction over the primary agent.
The second copy is to be kept by the foreign exchange administration bureau having jurisdiction over the domestic member company.
Appendix II: 
XX Branch (Sub-branch) of the State Administration of Foreign Exchange

Notice of an On-site Verification

No.: 













 (Names of institutions or individuals in China or of the financial institutions), 

According to the Guidelines on Foreign Exchange Administration for Trade in Services and the related regulations, we shall now carry out an on-site verification of your business activities for the period from DD/MM/YY to DD/MM/YY in order to 





. This verification will involve: 
□ Written reports
□ Talking with the legal representative or its authorized representative, or individuals in China

□ An on-site investigation

□ Other




(number) of our officials will conduct an on-site verification at your office from DD/MM/YY to DD/MM/YY. 
Please fill out the Acknowledgement and return it to us, and also make sure the related documents will be prepared within 

  work days for us to verify. 
XX Branch (Sub-branch) of the State Administration of Foreign Exchange

DD/MM/YY

------------------------------------------Acknowledgement-------------------------------

XX Branch (Sub-branch) of the State Administration of Foreign Exchange,

We 







 (Name of an institution or an individual in China or a financial institution) have received the Notice of an On-site Verification (No. 



). 
Signature by the legal representative or his/her authorized representative or by an individual in China
Seal of the domestic institution or the financial institution:

DD/MM/YY
12

