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Promulgated by:
People's Congress

Promulgation Date: 2006.10.31
Effective Date: 2007.01.01
Validity Status: valid

Law of the People's Republic of China on Banking Regulation
(Amended in 2006)

(Adopted at the 6th session of the Standing Committee of the 10th
National People's Congress of the People's Republic of China and
promulgated on 27 December 2003, amended on 31 October 2006
and effective 1 January 2007.)

Chapter 1 General Provisions

Article 1 This Law is formulated in order to strengthen regulation
of the banking industry, to standardize regulation, to prevent and
dispel banking risks, to protect the lawful rights and interests of
depositors and other clients, and to encourage the sound

development of the banking industry.

Article 2 The banking regulatory authority of the State Council

shall be responsible for regulating all financial institutions in the
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banking industry throughout the country and their business

activities.

For the purposes of this Law, the term "financial institutions in the
banking industry" shall mean financial institutions that take

deposits from the public such as commercial banks, urban credit
cooperatives and rural credit cooperatives, and policy banks that

are established in the People's Republic of China.

The provisions on regulation of financial institutions in the banking
industry hereof shall apply to financial asset management
companies, trust and investment companies, finance companies,
lease financing companies as well as other financial institutions
established upon approval of the banking regulatory authority of
the State Council, that are established in the People's Republic of
China.

The banking regulatory authority of the State Council shall, in
accordance with the relevant provisions hereof, implement
regulation of financial institutions it has approved for establishment
outside China, and of the business activities outside China of the

financial institutions specified in the two preceding paragraphs.

Article 3 The objectives of regulation of the banking industry shall
be to promote the legal and stable operation of the banking
industry and to safeguard the confidence of the public in the

banking industry.

Regulation of the banking industry shall protect fair competition in
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implement unified leadership and administration over its agencies.

The agencies of the banking regulatory authority of the State
Council shall perform regulatory duties within the scope authorized

by the banking regulatory authority of the State Council.

Article 9 Personnel of banking regulatory authority that engage in
regulatory work shall possess the professional knowledge and

working experience appropriate to their post.

Article 10 Working personnel of banking regulatory authority shall
be faithful in their performance of duties, carry out their work
according to law, and be impartiality and honest. They shall not
seek improper benefits by taking advantage of their position, and
shall not concurrently hold a position in a financial institution or

other enterprises.

Article 11 Working personnel of banking regulatory authority shall
maintain State secrets in accordance with the law, and shall be
responsible for maintaining the confidentiality of the financial
institutions in the banking industry and the parties involved under

their regulation.

When the banking regulatory authority of the State Council
exchanges regulatory information with the banking regulatory
authority of other countries or regions, it shall make arrangements

for maintaining the confidentiality of information.
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Article 12 The banking regulatory authority of the State Council
shall publicize the procedures for regulation and establish a
regulatory responsibility system and an internal supervisory
system.

Article 13 When the banking regulatory authority is carrying out
regulatory activities such as management of risks in financial
institutions in the banking industry and investigation and handling
of relevant illegal financial acts, local governments and relevant

departments at all levels shall provide coordination and assistance.

Article 14 The audit and supervisory authorities of the State
Council shall supervise the activities of the banking regulatory
authority of the State Council in accordance with the provisions of

law.

Chapter 3 Regulatory Duties

Article 15 The banking regulatory authority of the State Council
shall formulate and promulgate regulations and rules on the
regulation of financial institutions in the banking industry and their
business activities in accordance with laws and administrative
regulations.

Article 16 The banking regulatory authority of the State Council
shall examine and approve the establishment of, changes in,

termination of and scope of business of financial institutions in the
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banking industry in accordance with the criteria and procedures

stipulated in laws and regulations.

Article 17 In the case of an application for establishment of a
financial institution in the banking industry, or where a financial
institution in the banking industry changes the total amount of
capital it holds or the total number of shares of a shareholder
reaches or exceeds the stipulated proportion, the banking
regulatory authority of the State Council shall examine the source
of funds, the financial status, the capacity to supplement capital

and the creditworthiness of the shareholders.

Article 18 The types of services within the scope of business of
financial institutions in the banking industry shall be examined and
approved by, or filed for record with, the banking regulatory
authority of the State Council according to provisions. The types of
services that need to be examined and approved or filed for record
shall be stipulated and announced by the banking regulatory
authority of the State Council in accordance with laws and

administrative regulations.

Article 19 No entity or individual may establish a financial
institution in the banking industry or engage in the business
activities of financial institutions in the banking industry without the

approval of the banking regulatory authority of the State Council.

Article 20 The banking regulatory authority of the State Council
shall implement administration of qualifications on the directors

and senior management personnel of financial institutions in the
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banking industry. Specific procedures therefor shall be formulated

by the banking regulatory authority of the State Council.

Article 21 Prudent operation rules for financial institutions in the
banking industry shall be stipulated in laws and administrative
regulations, and may also be formulated by the banking regulatory
authority of the State Council in accordance with laws and

administrative regulations.

For the purposes of the preceding paragraph, prudent operation
rules shall include risk management, internal control, capital
adequacy ratio, quality of assets, reserves for losses, risk

concentration, affiliated transactions, liquidity of assets, etc.

Financial institutions in the banking industry shall strictly abide by

the prudent operation rules.

Article 22 The banking regulatory authority of the State Council
shall, within the stipulated time limit, issue a written decision on
whether or not to approve the following application items. Where it
decides not to approve an application, it shall state the reasons

therefor:

(1) within six months of the date of receipt of application
documents in the case of establishment of a financial institution in
the banking industry;

(2) within three months of the date of receipt of application

documents in the case of changes in or termination of a financial
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institution in the banking industry, or scope of business or addition

of types of services within the scope of business; and

(3) within 30 days of the date of receipt of application documents in
the case of examination of the qualifications of directors and senior

management personnel.

Article 23 The banking regulatory authority shall conduct off(Isite
regulation of the business activities and risk profile of financial
institutions in the banking industry, establish a system for
information on regulation of financial institutions in the banking
industry, and analyze and evaluate the risk profile of financial

institutions in the banking industry.

Article 24 The banking regulatory authority shall conduct on(Isite
inspection of the business activities and risk profile of financial

institutions in the banking industry.

The banking regulatory authority of the State Council shall
formulate the procedures for onsite inspection and standardize

on(Jsite inspection.

Article 25 The banking regulatory authority of the State Council
shall implement regulation of consolidated statement on financial

institutions in the banking industry.

= 8/23



e N RIEATE RAT W IR B HE (20064211

AT IR .

BN F EH S B RAT I
B EALA R o N RARAT 3R
A RAT WAL R, N2
H R 2 H =+ H T A
=

B +E% HSBRRATLE
BB BN R 2 ST ARAT b g L
) MBS A P PP 2 2R A K TR AL
i, ARYERAT ML RN BT 5 15
LRI ARSR DL, e 0 H Bl &
AR L 3 A 7 R A F At
Jiti o

BN\ FK EH S B R AT
B BN R S HRAT ML R

PRI W b AL DT AR

BRAT M s B LA R BT
SR R GEERAT W KBS < ™ S
ARG MR EAFN, NS E
1] [ 45 Fe ERAT b M B LA £ 5%
Nt s [ 55 BeARAT b B i EE AL
B 5T NN N 75 2 17 [ 55 B i 75 1
VARSI S Uk = P = A

& Wolters Kluwer FiRlseT> sH2EEa,

Article 26 The banking regulatory authority of the State Council
shall give a reply to the proposals of inspection of financial
institutions in the banking industry from the People's Bank of China

within 30 days of the date of receipt of the proposal.

Article 27 The banking regulatory authority of the State Council
shall establish a rating system and a risk alert mechanism for
regulation of financial institutions in the banking industry, and shall
determine the frequency and scope of on(lsite inspection, and
other measures that need to be adopted on the basis of the rating

and risk profile of the financial institution in the banking industry.

Article 28 The banking regulatory authority of the State Council
shall set up personal responsibility systems for the discovery and

reporting of sudden incidents in the banking industry.

Where the banking regulatory authority discovers a sudden
incident that may trigger systematic risk in the banking industry or
seriously affect social stability, it shall immediately report to the
personrlin{icharge of the banking regulatory authority of the State
Council. Where the person(linlicharge of the banking regulatory
authority of the State Council considers that it is necessary to
report to the State Council, he shall do so immediately and notify
relevant authorities such as the People's Bank of China and the

finance department of the State Council.
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Article 29 The banking regulatory authority of the State Council
shall, in conjunction with relevant authorities such as the People's
Bank of China and the finance department of the State Council,
establish a system for handling sudden incidents in the banking
industry, formulate a proposal for handling sudden incidents in the
banking industry, clarify the handling authorities and personnel and
their duties, and the measures and procedures for handling, and
handle sudden incidents in the banking industry in a timely and

effective manner.

Article 30 The banking regulatory authority of the State Council
shall be responsible for the unified preparation of statistical data
and statements of financial institutions in the banking industry
throughout the country, and shall announce the same in

accordance with the relevant State provisions.

Article 31 The banking regulatory authority of the State Council
shall guide and supervise the activities of selflJregulated

associations of the banking industry.

The charter of self(iregulated associations of the banking industry
shall be submitted to the banking regulatory authority of the State

Council for record filing.

Article 32 The banking regulatory authority of the State Council
may engage in international exchange and cooperation activities

related to banking regulation.
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Chapter 4 Regulatory Measures

Article 33 The banking regulatory authority shall, in accordance
with the needs of performance of duties, have the right to request a
financial institution in the banking industry to submit balance
sheets, profit and loss statements and other financial and
accounting and statistical statements, and operation and
management information as well as audit reports issued by

certified public accountants according to provisions.

Article 34 The banking regulatory authority may adopt the
following measures during on(]site inspection in accordance with

the requirements for prudent regulation:

(1) to enter into a financial institution in the banking industry to

conduct inspection;

(2) to question the working personnel of a financial institution in the
banking industry, and to request them to give explanations on the

relevant matters being inspected;

(3) to review and duplicate the documents and information related
to the matters being inspected of the financial institution in the
banking industry, and to seal up documents and information that

might be transferred, concealed or destroyed; and

(4) to inspect the system of financial institution in the banking

industry that uses electronic computer to administer business data.

On(Isite inspection shall be approved by the personiinCicharge of
the financial institution in the banking industry. When conducting
on(site inspection, there shall be at least two inspection
personnel, and they shall produce legal identity documents and
written notification of inspection. Where there are less than two
inspection personnel or they have not produced legal identity

documents and written notification of inspection, the financial

e 11/23
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institution in the banking industry shall have the right to refuse

inspection.

Article 35 The banking regulatory authority may, in accordance
with the needs of performance of duties, have regulatory dialogue
with the directors and senior management personnel of financial
institutions in the banking industry, and request them to give
explanations on major matters regarding the business activities
and risk management of the financial institution in the banking

industry.

Article 36 The banking regulatory authority shall order financial
institutions in the banking industry to truthfully disclose to the
public information such as financial and accounting reports, risk
management status, changes in directors and senior management

personnel and other major matters according to provisions.

Article 37 Where a financial institution in the banking industry
violates the prudent operation rules, the banking regulatory

authority of the State Council or its highest agency at provincial
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level shall order rectification within a stipulated time limit. Where
rectification is not carried out within the stipulated time limit, or its
act seriously endangers the stable operation of the financial
institution in the banking industry or harms the lawful rights and
interests of depositors or other clients, the following measures may
be adopted upon approval of the banking regulatory authority of
the State Council or the personllinCicharge of its highest agency at

provincial level, depending on the circumstances:

(1) to order suspension of part of its businesses or to halt approval

of its engagement in new businesses;

(2) to restrict the distribution of dividends and other revenue;

(3) to restrict the transfer of assets;

(4) to order the transfer of equity of controlling shareholders or to

restrict the rights of the relevant shareholders;

(5) to order the adjustment of directors or senior management

personnel or to restrict their rights; and

(6) to halt approval of the establishment of additional branches.

After a financial institution in the banking industry has carried out
rectification, it shall submit a report to the banking regulatory
authority of the State Council or its highest agency at provincial
level. After the banking regulatory authority of the State Council or
its highest agency at provincial level has checked and accepted
the report as having fulfilled the relevant prudent operation rules,
the relevant measures stipulated in the preceding paragraph that
have been adopted shall be removed within three days of the date

of completion of checking and acceptance.
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Article 38 Where a financial institution in the banking industry has
or may have a creditability crisis that will seriously affect the lawful
rights and interests of depositors and other clients, the banking
regulatory authority of the State Council may assume control over
such financial institution or facilitate reorganization in accordance
with the law. Assumption of control and reorganization shall be
implemented in accordance with the relevant laws and the

regulations of the State Council.

Article 39 Where a financial institution in the banking industry
operates in violation of the law or its operations are mismanaged,
and failure to shut it down will seriously endanger the financial
order or harm the public interest, the banking regulatory authority

of the State Council shall have the right to shut it down.

Article 40 Where a financial institution in the banking industry
have been taken over, or is reorganized or shut down, the banking
regulatory authority of the State Council shall have the right to
request the directors, senior management personnel and other
working personnel of such financial institution to perform their

duties in accordance with the requirements of the banking
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regulatory authority of the State Council.

During the period of assumption of control, reorganization or shut
down for liquidation, the following measures may be adopted
against the directly liable directors and senior management
personnel, and other directly liable personnel upon the approval of
the personllinCicharge of the banking regulatory authority of the

State Council:

(1) if the departure of the directly liable directors and senior
management personnel, and other directly liable personnel from
China will cause major losses to State interests, the immigration
authorities shall be notified to prevent their departure according to

law; and

(2) apply to the judicial authorities to prohibit their transfer or
assignment of property or attachment of other rights to their

property.

Article 41 Upon the approval of the banking regulatory authority of
the State Council or it highest agency at provincial level, the
banking regulatory authority shall have the right to inquire the bank
accounts of financial institutions in the banking industry, their
working personnel and other affiliated persons that are suspected
of engaging in illegal financial activity. In case of persons
suspected of transferring or concealing illegal funds, application
may be made to the judicial authorities to freeze their funds upon
the approval of the personllinlicharge of banking regulatory

authority.
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Article 42 When inspections of financial institutions in the banking
industry are being carried out pursuant to the law, the banking
regulatory department may, subject to the approval of the
personllinlIcharge of the banking regulatory department at the
level of municipalities divided into districts or above, adopt the
following measures against entities and individuals in suspicion of

being connected to an illegal matter:

(1) question the relevant entities or individuals and require them to

provide explanations to the relevant issue;

(2) inspect and reproduce the documents and materials in relation

to finance and accounting and registration of property rights;

(3) register and retain in advance documents and materials that

may likely be removed, concealed, damaged or forged.

When the banking regulatory authority adopts the measures in the
preceding provision, the investigating personnel shall not be less
than two persons, and the legal identification documents and
notice of investigation shall be presented. Where the number of
investigation personnel is less than two or the investigation
personnel fail to present the legal identification document and
notice of investigation, the relevant entity or individual shall have a
right of refusal. Where the measure is adopted pursuant to the law,
the relevant entity and individual shall cooperate, explain the facts
and provide the relevant documents and materials, and shall not

refuse or hinder the investigation or conceal any facts.
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Chapter 5 Legal Liability

Article 43 Where personnel of banking regulatory authority that
engage in regulatory work commit any of the following acts, he
shall be subjected to administrative penalty in accordance with the
law. Where a criminal offence is constituted, criminal liability shall

be pursued in accordance with the law:

(1) examine and approve the establishment of, changes in or
termination of financial institutions in the banking industry, or the
scope of business or the types of services within the scope of

business of such financial institutions in violation of provisions;

(2) conduct on[Isite inspection of financial institutions in the

banking industry in violation of provisions;

(3) fail to report sudden incidents in accordance with Article 28

hereof;

(4) inspect bank accounts or apply to freeze funds in violation of

provisions;

(5) adopt measures against or penalize financial institutions in the

banking industry in violation of provisions; or

(6) conduct investigation on the relevant entity or individual in

violation of the provisions of Article 42 hereof;

(7) other acts that constitute an abuse of power or dereliction of

duty.

Personnel of the banking regulatory authority of the State Council
engaging in supervision and administration duties who are guilty of
fund embezzlement or corrupt practices, disclosure of State or

commercial secrets and personal privacy shall be liable for criminal

e 17/23



e N RIEATE RAT W IR B HE (20064211

FE XS AT R LA BE A NEEAT T A

(B HEABIRL BB

HAhAT N

AT AL W LK M
BT AR5 9075 20, W 6R
KR FRERA AR, 1
IR, KIEIBINERAE: M

AR RIRARI, KA TATEL 7Y

B+ IH% A R RAT
SRR B AR AR AT b 4 i
HUREINE 5535 3 1, i 55 B 4R AT
b B A LA T LA s R e
B, RIEIB RN FIE: MAM
FACAR K, b [ 5% e AR AT L B A
BN CEVE TS, R L
TH AR, JEAbE A £
PLEFAE LUR 303K A dE ik
BE SRR AT, A

TAI7e A E =i e bR i

BO+R%K RAT W EEHLY
ARG —, HESERT

& Wolters Kluwer BiRISET™ iHE)

prosecution according to laws if the case constitutes a criminal
offence; where the case does not constitute a criminal offence,

administrative sanctions shall be imposed in accordance with laws.

Article 44 In case of establishment of a financial institution in the
banking industry without authorization or illegal engagement in the
business activities of financial institutions in the banking industry,
such financial institution shall be banned by the banking regulatory
authority of the State Council. Where a criminal offence is
constituted, criminal liability shall be pursued in accordance with
the law. Where it is insufficient to constitute a criminal offence, the
banking regulatory authority of the State Council shall confiscate
the illegal income. If the illegal income is more than 500,000 yuan,
a fine of not less than one time and not more than five times the
illegal income shall be imposed. If there is no illegal income or the
illegal income is less than 500,000 yuan, a fine of not less than

500,000 yuan and not more than 2 million yuan shall be imposed.

Article 45 Where a financial institution in the banking industry is in
any of the following circumstances, the banking regulatory

authority of the State Council shall order it to make rectification. If
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there is illegal income, the illegal income shall be confiscated. For
illegal income more than 500,000 yuan, a fine of not less than one
time and not more than five times the illegal income shall be
imposed. If there is no illegal income or the illegal income is less
than 500,000 yuan, a fine of not less than 500,000 yuan and not
more than 2 million yuan shall be imposed. Where the
circumstances are exceptionally serious or rectification is not
carried out within the time limit, the banking regulatory authority of
the State Council may order suspension of business for
reorganization or may revoke its operating permit. Where a
criminal offence is constituted, criminal liability shall be pursued in

accordance with the law:

(1) establishing a branch without approval;

(2) carrying out changes or termination without approval;

(3) engaging in business activities that have not been approved or

submitted for record filing in violation of provisions; or

(4) raising or lowering the interest rate on deposits or loans in

violation of provisions.

Article 46 Where a financial institution in the banking industry is in
any of the following circumstances, the banking regulatory
authority of the State Council shall order rectification, and shall
impose a fine of not less than 200,000 yuan and not more than
500,000 yuan. If the circumstances are exceptionally serious or

rectification is not carried out within the time limit, the banking

= 19/23



e N RIEATE RAT W IR B HE (20064211

) 7 B B AN IR, AT R
TPV BB A L B YRR
E; M RIBIRR, HKIVEE TR S 57

fE:

() RAAEITIHE AL Ar

EH. MPEEA N

(=) B BE SR I

B IR

(=) SRPLRE B sl Fa i 2
BHLARE . WEFX L TR
iOF

D0 RA% WA E BEAT 5 B 4

AR

iOF

O BLEPAT AL FE =1L

SEHE I A o

FEN+E% RIT eI
AE R E SRR R . e 53
 BERHEG, R ARAT M R LAY

AWIE, @IAKIER, &+A

& Wolters Kluwer FiRlseT> sH2EEa,

regulatory authority of the State Council may order suspension of
business for reorganization or may revoke its operating permit.
Where a criminal offence is constituted, criminal liability shall be

pursued in accordance with the law:

(1) appointing directors or senior management personnel without

examining their qualifications;

(2) refusing or obstructing off(Isite regulation or on(Isite inspection;

(3) providing documents and information such as statements and

reports that are false or that conceal important facts;

(4) failure to carry out information disclosure according to

provisions;

(5) serious violation of the prudent operation rules; or

(6) refusing to implement the measures stipulated in Article 37
hereof.

Article 47 Where a financial institution in the banking industry fails
to provide documents and information such as statements and

reports according to provisions, the banking regulatory authority of
the State Council shall order rectification. And if the rectification is
not carried out within the time limit, a fine of not less than 100,000

yuan and not more than 300,000 yuan shall be imposed.
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Article 48 Where a financial institution in the banking industry

violates laws, administrative regulations or the State provisions on
banking regulation, banking regulatory authority may, in addition to
imposing the penalties stipulated in Articles 43 to 46 hereof, adopt

the following measures, depending on the circumstances:

(1) order the financial institution in the banking industry to impose
disciplinary punishment on the directly liable directors and senior

management personnel, and other directly liable personnel;

(2) if the act committed by the financial institution in the banking
industry is insufficient to constitute a criminal offence, the directly
liable directors and senior management personnel and other
directly liable personnel shall be imposed a warning and subjected
to a fine of not less than 50,000 yuan and not more than 500,000

yuan; and

(3) revoke the qualification of the directly liable directors and senior
management personnel for a certain period or for life, or prohibit
the directly liable directors and senior management personnel, and
other directly liable personnel from engaging in the banking

industry for a certain period or for life.

Article 49 Persons who hinder legitimate inspection and

investigation by personnel of the banking regulatory authority shall
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be subject to security administrative punishment imposed by the
public security department pursuant to the law; where the case
constitutes a criminal offence, criminal liability shall be imposed

according to the law.

Chapter 6 Supplementary Provisions

Article 50 Where there are other stipulations in laws and

administrative regulations on the regulation of policy banks and

financial asset management companies established in the People's

Republic of China, such stipulations shall prevail.

Article 51 Where there are other stipulations in laws and
administrative regulations on the regulation of foreign(linvested
financial institutions in the banking industry, Sino(/foreign equity
joint financial institutions in the banking industry and branches of
foreign financial institutions in the banking industry established in

the People's Republic of China, such stipulations shall prevail.

Article 52 This Law shall be effective 1 February 2004.
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