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Central bank’'s new reforms
of foreign exchange system

In order to promote the establishment of a socialist
market economic structure in China and further open it
up to the outside world so as to develop the national e-
conomy in a more sustained, rapid, and healthy fash-
ion, the People’s Bank of China makes the following
announcement pursuant to the decision of the State
Councilon further reforms of China's foreign exchange
management system as of January 1,19%4,

1. To implement the system of selling off foreign
exchange receipts to the banks and abolish foreign ex-
change retention system

The foreign exchange receipts of all domestic en-
terprises, public institutions, government agencies.
and social organizations in China shall be promptly
repatriated. Foreign exchange earnings which fall into
the following categories (except those of foreign invest-
ment enterprises)shall all be sold off to the designated
foreign exchange banks for renminbi based on the ex-
change rates listed by the banks.

1. Foreign exchange earnings from exports, tran-

sit trade and other trading activities;



2. Foreign exchange earnings from services provid-
ed by communication and transportation, post and
teleccommunications. tourism, insurance, and other
service industries, and from inter - governmental trans
fer;

3. Net foreign exchange proceeds from foreign ex-
change operations of the banks, which are required to
be turned over to the State.and foreign exchange re-
turns received from overseas service contracts. and
from investment abroad which are subject to repatria-
tion; and

4. Other foreign exchange receipts which are re-
quired to be sold off to banks pursuant to the regula-
tions of the exchange control administration.

Foreign exchange earnings of the following cate-
gories are permitted to be held in foreign exchange in
the accounts opened with the designated foreign ex-
change banks,

(1) Foreign exchange remittance to China for the
purpose of investment by . non - resident legalentities
or natural persons;

(2)Foreign exchange received from external bor-
rowing, and debt or equity issuance;

(3)Funds remitted back to China by the service



contracts compantes within the contract period of their
overseas projects for current use of the project;

(1)Receipts from foreign donations and grants ap-
proved for specific purposes;

(5) Foreign exchange reccipts of diplomatic mis-
sions. and residence offices of international organiza-
tions and other non - resident legal entitics in China;
and

(6)Foreign exchange held by individuals.

When payments for domestic expenses occur for
the above - mentioned categories of foreign exchange.
they should be made in renminbi. which can be ex-
changed at the designated foreign exchange banks.

All such existing foreign exchange allocation sys-
tems as foreign exchange retention, compulsory turn-
ing - over,and quota control are to be abolished. The
current holding of foreign exchange retention quotas.
and the outstanding balance of foreign exchange ac-
counts. which is excluded from the above - mentioned
categories permitted to be held in foreign exchange.
will be dealt with in accordance with the foll. wing
principles

The holdings of foreign exchange retention uotas
will continue to be valid and can be used based on the
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official renminbi exchange rate published on December
31, 1993. The foreign exchange retention guotas,
which are sold off to the banks before the unification of
the exchange rates, but of which book entry is yet to
be completed. shall be entered into the book before
January 31, 1994, and are also permitted to usc ac-
cording to the official exchange rate published on De-
cember 31, 1993.

The above - mentioned outstanding balance of for-
eign exchange accounts, which is excluded from the
categories permitted to be held in foreign exchange,
may be maintained under the system of selling off all
foreign exchange receipts to banks, but for such ac-
counts, only withdrawal is permitted with no more re -
deposit until all funds in the accounts are drawn off.
The outstanding balance of these foreign exchange ac-
counts can be used for current payments, debt service.,
and selling off to the banks.

I'. To implement the system of purchasing foreign
exchange {rom the banks and make the renminbi condi-
tionally convertible under the current account

After introducing the system of purchasing foreign
exchange from the banks, the existing authorization
procedure of allocating foreign exchange according to
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the State plan for normal external payment items under
the current account is to be abolished. Foreign ex-
change needed by domestic enterprises, public institu-
tions, government agencies.and social organizations for
external payments under the current account shall be
purchased from the designated foreign exchange banks
with renminbi, upon presentation of the following ef-
fective documentation, and then the banks make the
payment for them,

1. Import quota, licence, or other import autho-
rization issued by the departments concerned and rele-
vant import contract for those items subject to import
quota or import restrictions;

2. Registration verification and relevant import
contract for those items subject to import voluntary
registration ;

3. Import contract and notification for payment
from overseas financial institutions for all other impor-
titems than the above two categories, which are in con-
formity with the State regulations; and

4. Payment agreement or contract, and notifica-
tion for payment from overseas financial and non - fi-
nancial institutions for commercial payment under the
non - trade account.
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Purchase of foreign exchange for non - commercial
payments or for withdrawal of roreign currency in cash
shall be proceeded in accordance with the relevant regu-
lations on financial and foreign exchange control. The
authorization procedures shall continue to be in effect
for foreign exchange remittance for making overseas in-
vestinent. lending . and donations,

As an interim measure. the export enterprises, at
the initial stage of this reform, can open a record -
keeping account over the counter at the designated
banks with 50 per cent of the total [oreign exchange
they sell off to the banks. When they nced foreign ex-
change for export operations and other supplementary
trading expenses, upon presentation of valid documents
as mentioned above. the banks will sell them the for-
eign exchange and make the payment directly if the
transaction amount is not more than the outstanding
entitlement as recorded in their record - keeping ac-
counts. For the payment amount exceeding their enti-
tlement. the enterprises may also purchase foreign ex-
change with renminbi and make the payment at the
designated banks. but upon presenting valid documen-
tation in accordance with the relevant State regula-
tions.
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I, To establish an inter - bank foreign exchange
market and improve the mechanism of exchange rate
determination so as to maintain a reasonable and rela-
tively stable renminbi exchange rate.

After the introduction of the systems of selling and
buying foreign exchange. at the banks, a national uni-
fied inter - bank foreign exchange market will he estab-
lished. The designated foreign exchange banks are
main participants in the inter - bank market. whose
main functions are to facilitate the matching of long and
short foreign exchange positions of different designated
banks. and to provide clearing and settlement service
for banks. This market is regulated and supervised by
the People's Bank of China through the State Adminis-
tration of Exchange Control.

The dual renminbi exchange rates are to be unified
as of January 1. 1994. The unified renminbi exchange
rate will become a single, managed floating rate based
on market demand and supply of foreign exchange.
The People's Bank of China will publish daily the mid-
dle rate of renminbi against US dollar according to the
transaction price prevailing in the inter - bank foreign
exchange market on the previous day, and also. with
reference to the changes of the international foreign ex-
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