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Foreign exchange control and the administration of import payments
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The PRC law imposes control over the movements of funds under the capital account.
RMB and foreign currency are not freely convertible in the absence of administrative
approval by the State Administration of Foreign Exchange (the SAFE). The
conversion of RMB to foreign currency for import payments under the current
account is permitted subject to certain conditions to be met. The importing company
should file the records before importation and submit the required information after
the importation to the local office of the SAFE. (Equally export collections must be
brought back to China and cannot be kept outside China in the absence of approval
from the SAFE.)

REYEFORE TS IR - () PR V) o F ) SR i 12
[,:P— IS0 CRER f ?‘j_yf?l,ﬁ ﬁfﬂgfﬁ[ [FF?FF PUETR - TEME S FEREC) F;‘]}"’
SB[ RY) o [T ST ATIET PO kTR RS ek I8 f%[ﬁ %%W%P
o E U FF} R - fEAr *D’F@:ﬁij °© Y- o rﬂﬂ\'ujﬁf‘ T&Hlaﬁ«”ﬁ[ [ o
k Eﬁjiﬁ’ﬁfg Hel' S‘Uﬁ:ﬁ F [Hl o ™ 3?5 Smsr, ok E| SRIEL TET ijﬁ
95’ =} '* IR s i ﬁ«L.—:EarF" g s a:f— p‘%’fﬁi# e BJW
[l =5 %FIJ’ IE 7z Mzﬂ CETE > E %ﬁ\ EJJ%%EJ'JHZF’EFT%
il W%F“E‘F“ﬂ%‘ﬁ“/HZ'EE'“IE'%H‘F'FWEH&[ H%F’ gV, Hﬁﬁ“i?ﬁ
S W?"ﬂ:ﬂf REGERIE Eﬁ | (T SSPRspY €TP0E  BhT) o SP9F Ry B 1 59
REGIUSNE ), rjﬁpxp&l[ Jﬁd o = HEEL IR LD pL PR ) B ﬁj.pj[f
o — HEge@l o FE oA AR IR AT ETPEL T B RE
Poput J?BJ (ERLE % 0 7] @me‘ lﬂﬁﬁ”[ﬁ?ﬁd » fTUE Pﬁ’?ﬂf E[TETP *TF?LH s
PR PO 8 (M T €T S TR E“?’JUI?F?B“ H A -

¢_.

The companies that have obtained approval to carry on import trades (the importer)
and that make payment for imports purchase, make advance payment, or pay the
balance of import purchase to non-resident suppliers either using its own foreign
currency or buying foreign currency from the bank (referred to as “import payments”
hereafter), should complete the verification procedures, with the exception for
enterprises created in special economic areas including the free trade zone and the
export processing zone. There are two issues here. First, the PRC law does not permit
the circulation of foreign currency within China. All the sales contracts must be
denominated in RMB and sales proceeds are in RMB. Where the importer needs to
make payments for purchases, it can buy the required foreign currency from the bank.
In respect of import trading, RMB is fully convertible. However full convertibility is
not free convertibility. Legal rules are in place under which the local SAFE has the
power to supervise the import transactions. Second, verification means the local
SAFE needs to verify whether the transactions are genuine and whether there are any
imports into China with the corresponding amount. Outward remittances for import
are classified as the allowed category and the disallowed category. Import payments



fall under the allowed category. The PRC law in general does not permit payments in
the absence any imports with equal amounts, or given that the goods has been
imported, but the payments should not be made. These will happen for goods
imported temporarily, the goods supplied as compensation under import contracts, or
the goods imported for export processing with the materials supplied by the foreign
party under the export processing agreement.
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The SAFE has the legal authority for the verification, examination and administration
of all import payments, and the authority for supervision and examination of the
business operations of the importers and the banks designated to do foreign currency
business. The designated banks should submit to the local SAFE information relating
to verification and the reports. The importers should complete the verification
procedures at the local office of SAFE. The import verification procedures are divided
into two modes: payment against import shipment and payments not against import
shipment. In respect of payment against import shipment, the import verification
procedure is deemed to have been completed upon the presentation of the original
copy of customs import declaration (for import verification use only) to the
designated bank. In respect of payment not against import shipment (letter of credit,
collections, advance payment and other payment modes), the importer should submit
the following documents to the local SAFE in order to complete the import
verification procedures: import payment verification note, import payment record
filing form, and the original customs import declaration form. The “import
verification note” (the verification note) is designed by the SAFE, pre-printed with
numbers, to be completed by the importer before importation, and the documentation
for the designed bank to check and process import payments. Each copy of the
verification note is valid for use once only.
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According to the notice in “the Administrative Procedure for the Automatic
Verification of Foreign Currency Payments Against Import Shipment” (Hui Fa [2004]
82) as issued by the SAFE, the following procedures should be followed:

(1) the importer should obtain the approval to become a foreign trader or
complete the registration procedure as foreign trader and get the IC
card for access to the government Electronic Port system;

(2) the importer should submit the required documentation and apply to
local SAFE to get included in the “List of Companies Making Import
Payment in Foreign Currency” (the List) kept by the local SAFE;

(3) the local SAFE will include the importer into the List after checking
that the documents received from the importer are in order;

(4) before making import payment in foreign currency or opening letters
of credit, the importer makes the judgment whether it is required to
complete the procedures for record filing for import payments. If yes,
it should get a record filing form from the local SAFE. Otherwise, it
can apply for letter of credit or make payment at the designated bank
directly; and

(5) the importer should apply to the local SAFE to complete the
verification procedures for import payment one month after the import
declaration date, except that the payment is made against import
shipment.
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According to clause 6 in the document “the Tentative Administrative Measures for the
Verification of Import Payments for Trading Transactions” (97 Hui Guo Fa Zi No.
01), the importer who has not been included into the “List of Companies Making
Import Payment in Foreign Currency” cannot buy the foreign currency for import
payments at the designated bank. Before importation takes place, the importer should
submit the following information to the local SAFE to complete the inclusion
procedure: (1) the Approval Certificate; (2) the business license; (3) the organization
code certificate; and (4) foreign exchange registration. The importer should produce
the following information to the bank in the application for opening letters of credit or
making purchases of foreign currency: import verification note as completed by the



importer; record filing form for import payment (if required); import contract,
invoices; and the original copy of import declaration (applicable to payment against
import shipments).
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