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VI. Continuous Compliance

Setting up financial institutions, such as banks or insurance companies, in China and obtaining 

the relevant licences are highly demanding processes. That is why many foreign investors feel 

relieved once these challenges have been overcome and their China presence has been successfully 

established and business commenced. Needless to say, once a foreign invested bank or insurance 

company has been established and licensed to operate regulated business in China, continuous 

compliance obligations are inevitable and these can be equally challenging, if not more so, given the 

scope of compliance requirements in China has been constantly increasing in recent years.

In addition to the general requirements such as reporting and filing obligations that all foreign 

invested business entities need to meet, businesses operating in the regulated sectors (this includes 

banks	and	insurance	companies)	are	subject	to	industry	specific	regulatory	requirements	set	out	by	

the	relevant	financial	regulatory	authorities	and	updated	from	time	to	time.

(i) General Obligations

Please note that the following general reporting/filing obligations are usually discharged in 

conjunction with the regulatory approval, registration and/or filing procedures. For instance, 

where any registrable item(s) change, the relevant foreign invested bank or insurance institution 

shall apply to the governing regulatory authority (the CBIRC or its local counterpart) for approval, 

registration and/or filing of the change(s), and then make the relevant registration and/or filing 

with the applicable AIC/AMR (companies' house equivalent government agency in China from 

company registry point of view).69

1. Company Administrative and Reporting Duties

All foreign invested banks and insurance companies are generally treated in essence as foreign 

invested enterprises (''FIEs")	or	representative	offices	 in	China.	Therefore,	 they	are	subject	to	the	

supervision and administration of the AIC/AMR which is responsible for all market participants in 

China. 

69 According to the reform of China's government authorities, the administration of industry and commerce (AIC) governing 
the company registration is in the process of changing names and transforming itself into the administration of market 
regulation (AMR) with more comprehensive management functions. Such reform is for the purpose of simplifying various 
administrative	filing	procedures	to	effectively	supervise	and	serve	the	market	entities.
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The Foreign Investment Law,	which	will	come	into	effect	on	1	January	2020,	specifies	once	again	that	

China establishes a reporting framework for foreign investment information, with the information 

submitted to/shared with the relevant government departments through the AIC/AMR enterprise 

registration system; these public records are accessible by the general public except those bearing a 

privacy	nature	or	commercially	confidential	or	sensitive.	Before	the	detailed	implementation	rules	

for the foreign investment information reporting framework have materialized and been published, 

foreign invested banks and insurance institutions shall discharge their reporting obligations in line 

with all other FIEs.

The main items that must be registered are listed below and any change to them shall be timely 

reported/filed	with	the	applicable	AIC/AMR:70

(1) Name: Foreign invested banks and insurance institutions registered in China must use and 

can only use one Chinese name. The name shall include the term of ''bank" or ''insurance". If 

the name needs to be changed, an application for change shall be submitted to the competent 

registration authority;

(2) Registered address: Any enterprise registered in China shall have a registered address which 

shall specify the detailed floor or house/building number. If the registered address needs 

to be changed, an application for a change shall be timely submitted and the relevant lease 

agreement,	property	ownership	certificate	of	the	new	office	premises	shall	also	be	provided;

(3) Legal representative: In China, the legal representative, a natural person, refers to the legally 

authorized signatory who exercises the rights and functions on behalf of a company. If the 

legal representative changes, a foreign invested bank or insurance company must submit 

an application for a change and provide the new legal representative's identity document 

and relevant appointment documents. For a representative office, its chief representative is 

equivalent to the legal representative of a company. For a branch of a foreign bank, the person 

in charge (branch manager) is equivalent to the legal representative of a company;

(4) Business scope: Foreign invested banks and insurance institutions shall engage in business 

activities within their registered scope of business and shall comply with the corresponding 

regulatory requirements. The business premises, operating facilities, registered capital and 

70 The PRC Regulations on Administration of Company Registration, adopted on 6 February 2016.
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personnel of a foreign invested bank and insurance institution shall meet the general needs 

of the business within its registered scope and the applicable requirements prescribed by the 

regulatory authority;

(5) Legal form: A foreign invested bank or insurance institution is required to specify its legal form 

(e.g. limited liability company or company limited by shares, general partnership or limited 

partnership,	representative	office	or	others).	 If	 it	 intends	to	change	its	 legal	 form,	regulatory	

approval and change of registration are necessary;

(6) Registered capital: Where registered capital changes (increase or decrease), a change of 

registration application documents shall include relevant board/shareholder(s)' resolutions and 

relevant supporting documents; regulatory approval is also required. In case of a registered 

capital reduction, in order to provide necessary protection to third-party creditors, the 

registration authority requires more documents to be submitted, including a balance sheet 

and a list of assets, etc. Statutorily requirement procedures such as notifying the creditors 

and obtaining consent are applicable, and in such cases, the review process of the registration 

authority usually lasts longer;

(7) Terms of operation:	A	fixed	or	indefinite	term	can	be	registered	with	the	registration	authority.	

The term can be extended or terminated early (winding up). To extend the terms of operation, 

in practice, it is generally necessary to submit an application one month before the expiration of 

the	term.	For	a	representative	office,	the	maximum	approved	term	of	operation	is	three	years,	so	

it is necessary to apply for an extension every three years, and the application must be made 60 

days before the expiration date;

(8) Directors, supervisors and senior management personnel: Any change, new appointment, 

removal, replacement or resignation, to the registrable senior personnel shall be filed and 

registered with the registration authority;

(9) Shareholders: If a shareholder or a shareholder's equity holding percentage changes, in most 

cases,	regulatory	approval	is	also	required,	filing	and	registration	with	the	registration	authority	

shall be completed in a timely manner. The relevant transaction documents (if applicable) and 

approving resolutions are usually required as part of the application documents.

Generally speaking, when submitting applications to the registration authority for a change to the 
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aforementioned items, resolutions of the relevant decision-making body (the shareholders' meeting 

or board of directors) shall be provided, as well as other documents requested by the authority. In 

practice,	the	specific	requirements	of	different	registration	authorities	may	vary.	Where	filing	and	

registration	are	not	completed	in	good	time,	administrative	penalties,	such	as	a	warning,	fines	or	

even confiscation of illegal incomes, might be imposed. Also relevant publicly accessible records 

might	show	irregularities	in	the	official	online	system.

2. Annual Report Filing

Since	March	2014,	AICs	have	begun	to	implement	an	annual	inspection	filing	regime	for	all	business	

entities registered in China. Foreign invested banks and insurance institutions shall submit their 

annual reports for the previous year to the AICs/AMRs during the period 1 January to 30 June of 

each year.71 Some of the core information of the annual report may be disclosed to the public.

The content of an annual report generally includes the following basic information:

(1) A business entity's contact details such as correspondence address, postal code, phone number, 

email address, etc.;

(2) A business entity's current standing such as normal business operation, suspension, liquidation;72

(3) Its subsidiary(ies) and/or branch(es);

(4) For a limited liability company or a company limited by shares, the subscribed capital 

commitment and paid-in capital contribution of its shareholders, capital contribution date(s), 

and capital contribution by cash or made in kind, etc.;

(5) Share	transfer	and	the	corresponding	change(s)	of	shareholding;

(6) Company website, and the name, website address, etc. of its online store engaged in online 

business (if applicable); and

(7) Total staff numbers, total amounts of assets, liabilities, securities and guarantees provided to 

other parties, total amount of the net assets, gross operating income, revenue generated by the 

71	In	China	the	fiscal	year	is	statutorily	fixed	as	the	calendar	year.
72 Provisional Regulations on Enterprise Information Disclosure,	State	Council	Order	No.	654,	adopted	on	7	August	2014.
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core	business	operation,	gross	profits,	net	profits,	tax	liabilities,	etc.

AICs/AMRs conduct random checks on the content of an enterprise's annual report. If there has been 

any	inaccurate	disclosure,	a	correction	shall	be	made.	Failure	to	file	the	annual	report	before	the	

competent AIC/AMR in a timely manner, or any untrue disclosure and intentional fabrication of the 

annual report, may result in an ''irregularity" tag and being listed among the abnormal operations 

and/or being subject to the relevant administrative or even criminal penalties for failing to duly 

discharge its compliance obligations.

For a representative office of a foreign bank or a foreign insurance institution, an annual report 

shall	be	submitted	and	filed	during	the	period	1	March	to	30	June	each	year.	73The annual report 

of	a	representative	office	shall	include	the	latest	status	of	the	foreign	entity,	the	business	activities	

carried	out	by	the	representative	office,	the	expenditures	and	income	of	the	representative	office	

audited by a Chinese certified public accountant, etc. If the annual report is not duly filed, the 

representative	office	may	be	fined	anything	between	RMB	10,000	and	RMB	30,000.	If	any	disclosure	

in	the	annual	report	is	found	to	be	untrue	or	is	intentionally	fabricated,	the	representative	office	may	

be	fined	between	RMB	20,000	and	RMB	200,000.	In	serious	cases,	the	registration	certificate	of	the	

representative	office	may	be	revoked.

3. Financial Related Matters

(1) Financial statements and audit requirements

According	to	China's	accounting	standards,	a	complete	set	of	financial	statements	shall	include:74 

A. Balance sheet;

B. Income statement;

C. Cash Flow statement;

D. Statement of owner's equity.

73 Administrative Regulations on Registration of Representative Offices of Foreign Enterprises, adopted on 18 July 2013. 
Amended by the Decisions of the State Council on Amending Some Administrative Regulations, State Council Order No. 703, 
adopted on 18 September 2018.
74  Accounting Standards for Business Enterprises – Basic Standards, adopted on 23 July 2014.
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When foreign invested banks and insurance institutions report monthly to the tax authorities and 

other regulatory authorities, they are only required to provide a balance sheet and an income 

statement.	Complete	financial	statements	are	required	to	be	provided	once	a	year.	Foreign	invested	

banks	and	insurance	institutions	are	required	to	hire	an	accounting	firm	registered	and	certified	in	

China to conduct annual audit.

China has its own requirements for accounting methods, accounting language, and length of record 

keeping. It is advisable for the foreign investor to seek professional advice before entering into the 

Chinese	market	and	ensure	compliance	in	respect	of	financial	and	accounting	matters.

(2) Bank account

In China, each enterprise is required to open a basic RMB account. For foreign currency accounts, 

according to China's regulations on foreign exchange, an enterprise can hold a capital account and a 

current account (a.k.a trading account).

4. Cyber Security and Data Compliance

Foreign invested banks and insurance institutions rely to a great extent on the network support and 

IT systems for their normal business operations. They are network operators under the PRC Cyber 

Security Law and are subject to the legal obligations under China's legal system of cyber security and 

data compliance.

(1) Cyber security

In accordance with the relevant requirements of the network security level protection system, a 

business entity shall perform relevant security protection obligations which focus on formulating 

internal rules and regulations, adopting security technical measures, monitoring and recording 

technical measures, data classification, important data backup and encryption measures, and 

keeping network logs for no less than six months in accordance with relevant regulations, and 

formulate emergency plans for network security incidents. When any incident endangers network 

security the plan shall be immediately activated and appropriate remedial measures shall be taken; 

then a report shall be made to the competent authority in accordance with relevant regulations.

People who are the operators of the key information infrastructure shall, on the basis of the above 

requirements, set up special posts, provide regular education and training to its relevant members of staff 
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and	provide	recovery	backups	of	important	systems	and	databases	in	case	of	disaster;	execute	confidentiality	

agreements when purchasing network products and services (if national security is of concern, a national 

security review is required); conduct regular safety inspections and assessments and report the results of the 

assessment to the authorities in charge of the key information infrastructure protection.

Foreign invested insurance institutions shall meet the minimum disaster recovery capability as 

required by the Insurance Sector Information System Disaster Recovery Management Guidelines75.

(2) Personal information protection

The collection and use of personal information shall comply with the principles of legality, 

justifiability	and	necessity,	and	the	regulations	on	public	collection	and	use,	expressly	indicate	the	

purpose, manner and scope of the collection and use of information, and obtain the consent of the 

information provider.

No personal information unrelated to the services provided by the collector shall be collected, 

and the personal information preserved by the collector shall be handled in accordance with the 

provisions of laws and regulations and any agreements between the collector and the user. 

No personal information collected by the collector shall be disclosed, tampered with or destroyed; 

No personal information shall be provided to others without the consent of the information provider; 

and the personal information collected shall be deleted or corrected at the request of the subject of 

personal information.

Technical measures and other necessary measures shall be taken to ensure the security of personal 

information collected.

(3) Data compliance

Foreign invested banks shall establish a data governance organizational structure in accordance with the 

Guidelines for Data Governance of Banking Financial Institutions;	this	specifies	the	responsibilities	of	the	

board of directors, the board of supervisors, senior management personnel and internal departments; 

they stipulate the formulation and implementation of systematic  supervisions, procedures and methods.

75	Guidelines for Disaster Recovery Management of Insurance Information System, adopted on 21 March 2008.



58

GUIDE FOR FOREIGN INVESTORS IN CHINA’S BANKING AND INSURANCE SECTORS

Foreign invested banks and insurance institutions that are key information infrastructure operators 

shall store important data and personal information they have collected and generated in China. 

If such data and information needs to be exported because of business needs, a safety assessment 

according to the law shall be conducted. For those that are not key information infrastructure 

operators, whether such rules apply to them needs to be further stipulated by relevant laws and 

regulations to be enacted in the future.

5.	Other	Compliance	Issues

China's	corporate	compliance	regime	has	significantly	evolved	in	recent	years.	Government/regulators'	

efforts have been shifting from the ''prerequisite approval focus" to the ''ongoing supervision" based on 

market participants' self-reporting duties. With a more stringent compliance environment and more 

effective law enforcement, major compliance cases/scandals emerge from time to time.

Foreign	investors	need	to	pay	sufficient	attention	to	the	compliance	issues	in	respect	of	the	following:	

anti-trust, anti-unfair competition, anti-commercial bribery and corruption, labor employment, data 

security and privacy protection, white-collar crime and safety, health and environmental protection.

It is also worth noting that the Foreign Investment Law will come into effect on 1 January 2020. 

Relevant rules still need to be refined and implementation rules in the near future will have a 

significant	impact	on	the	establishment	and	operational	compliance	of	foreign	invested	banks	and	

insurance institutions.

(ii) Compliance in the Banking Industry 

1.Internal control and risk management

(1) Corporate governance

Wholly foreign-invested banks and Sino-foreign joint venture banks shall, in accordance with 

the Guidelines for Corporate Governance of Commercial Banks and relevant laws and regulations, 

formulate the articles of association of commercial banks as the basic document of corporate 

governance, and clarify the duties and responsibilities and meeting rules for the shareholders, board 

76 Article 8 of the Guidelines for Corporate Governance of Commercial Banks, Article 42 of the Regulations on the Administration 
of Foreign Invested Banks and Article 10 of the Rules for the Implementation of the Regulations on the Administration of Foreign 
Invested Banks.
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of	directors,	board	of	supervisors,	and	senior	management	officers.	The	articles	of	association	shall	

contain the content as required by laws and regulations, and shall be continuously improved76. The 

amendments to the articles of association of the wholly foreign-invested bank and the Sino-foreign 

joint venture bank shall be submitted to the CBIRC for approval.

With	regards	to	the	officeholder,	the	directors,	senior	management	officers	and	chief	representative	

of	the	foreign-invested	bank,	their	qualifications	shall	be	verified	by	the	CBIRC	or	its	applicable	local	

counterpart; no one shall perform their duties before the approval is granted77. If the director, senior 

management	officer	or	chief	representative	is	replaced,	the	replacement	needs	to	be	reported	to	the	

CBIRC or its applicable local counterpart for approval.

In addition, where a non-full time employee of a foreign-invested bank in China works in the said 

bank for more than 20 days consecutively or works for more than 30 days cumulatively within a 90-

day period, the foreign-funded bank shall report to the applicable local CBIRC branch.78

(2) Audit mechanism

In addition to the pre-opening audit that the foreign invested bank's business entity is required to 

conduct and submit to the applicable local CBIRC branch, the entity is still subject to continuous 

supervision by the CBIRC on auditing during the follow-up period. The audit includes both an 

internal and an external audit.

As far as the internal audit is concerned, a wholly foreign-invested bank and a Sino-foreign joint 

venture	bank	should	set	up	an	independent	internal	audit	department	and	an	independent	financial	

accounting system79. For details of the structuring, responsibilities and regulatory evaluations related 

to the internal audit, reference can be made to the Internal Auditing Guidelines for Commercial Banks. 

After the internal audit of the foreign invested bank's business entity is completed, the internal audit 

report shall be submitted to the applicable local CBIRC branch80.

With regard to the external audit, wholly foreign-invested banks, Sino-foreign joint venture banks, 

foreign	banks	with	two	or	more	branches	shall	engage	qualified	Chinese	accounting	firms	at	the	end	

77 Article 40 of the Rules for the Implementation of the Regulations on the Administration of Foreign Invested Banks.
78 Article 68 of the Rules for the Implementation of the Regulations on the Administration of Foreign Invested Banks.
79	Article	50	of	the	Rules for the Implementation of the Regulations on the Administration of Foreign Invested Banks and Article 
54	of	Regulations on the Administration of Foreign Invested Banks.
80	Article	51	of	the	Rules for the Implementation of the Regulations on the Administration of Foreign Invested Banks.
81 Article 69 of the Rules for the Implementation of the Regulations on the Administration of Foreign Invested Banks.
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of	each	fiscal	year	to	conduct	external	audits.	They	are	required	to	conduct	consolidated	audits	of	all	

their operating institutions in China81.

The annual audit of a wholly foreign-invested bank or a Sino-foreign joint venture bank shall 

include82: 

※ Adequacy of capital;

※ Asset quality;

※ Status of corporate governance;

※ Status of internal controls;

※ Profitability;

※ Liquidity; and

※ Risk management, etc. 

The annual audit of a foreign bank's branch should include83: 

※ Financial statements;

※ Risk management;

※ Operation controls;

※ Status of compliance; and

※ Asset quality, etc.

After the completion of the audit, the audit report and management report shall be submitted to the 

82 Article 71 of the Rules for the Implementation of the Regulations on the Administration of Foreign Invested Banks.
83 Article 71 of the Rules for the Implementation of the Regulations on the Administration of Foreign Invested Banks.
84 Article 69 of the Rules for the Implementation of the Regulations on the Administration of Foreign Invested Banks.
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applicable	local	CBIRC	branch	within	four	months	after	the	end	of	the	fiscal	year84.

(3) Risk management

According to relevant regulations, a foreign invested bank's business entity shall establish a 

comprehensive risk management system and a comprehensive risk reporting system. The 

wholly foreign-invested banks and Sino-foreign joint venture banks shall set up an independent 

risk management department and an independent risk management system85. A foreign invested 

bank's business entity shall, in accordance with the provisions and requirements of the Guidelines 

for Comprehensive Risk Management of Banking Financial Institutions, formulate risk management 

strategies, set risk preferences, formulate major risk management policies and procedures, and 

report them to the CBIRC (or its applicable local counterpart). 

The main elements of the comprehensive risk management system are86: 

※ Risk management structure; 

※ Risk management strategy, risk preferences and risk limit; 

※ Risk management policies and procedures; 

※ Management information systems and data quality control mechanisms; and

※ Internal control and audit systems.

The content of the comprehensive risk management report includes at least87:

※ Overall risk and overall status of various risks; 

※ Execution of the risk management strategy, risk preferences and risk limit; 

※ The distribution of risks by industry, region, customer, product, etc.; and

85	Article	50	of	the	Rules for the Implementation of the Regulations on the Administration of Foreign Invested Banks and Article 
54	of	Regulations on the Administration of Foreign Invested Banks.
86	Article	5	of	the	Guidelines for Comprehensive Risk Management of Banking Financial Institutions.
87 Article 31 of the Guidelines for Comprehensive Risk Management of Banking Financial Institutions.
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※ Comprehensive risk management reports on the ability of capital and liquidity towards risk.

The comprehensive risk management report must be submitted to the CBIRC (or its applicable local 

counterpart) at least annually.

(4) Internal control

In addition to the internal control system and operational procedures that shall be set up by 

foreign invested bank's business entity during the preparation for establishment stage, it shall 

continually assume such reporting obligations as long as it engages in business operations.

The foreign invested bank's business entity shall submit the revised internal control system and 

business operation procedures to the local CBIRC branch before the end of March each year88.

A wholly foreign-invested bank and a Sino-foreign joint venture bank shall set up an independent 

internal control system, but it is not mandatory to set up an independent internal control 

department89.

In addition, it should be noted that if a foreign invested bank's business entity applies for RMB 

business or subsequently expands its customer scope of the RMB business service, it shall formulate 

relevant internal control systems and operating procedures for the proposed business operation, and 

submit its plan along with other materials to the CBIRC or its applicable local counterpart90.

A foreign invested bank's business entity and its branches shall also perform their reporting 

obligations for the launch of new products within their business scope, that is, they shall submit 

written reports to the CBIRC or its applicable local branch including introduction to its new 

products,	risk	features,	 internal	control	systems	and	operating	procedures	no	more	than	five	days	

after the launch91.

(5)	Compliance	risks

88 Article 49 of the Rules for the Implementation of the Regulations on the Administration of Foreign Invested Banks.
89Article	54	of	the	Regulations on the Administration of Foreign Invested Banks.
90Article 32 of the Rules for the Implementation of the Regulations on the Administration of Foreign Invested Banks. According 
to the Head of CBIRC Guo Shuqing's statement on 1 May 2019 (see Annext 2 for details), such RMB business restriction is to 
be cancelled.
91 Article 38 of the Rules for the Implementation of the Regulations on the Administration of Foreign Invested Banks.
92 Article 8 of the Guidelines for Comprehensive Risk Management of Banking Financial Institutions.
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A foreign invested bank's business entity shall establish a compliance risk management system 

that is compatible with its business scope, corporate governance structure and business scale92. 

A wholly foreign-invested bank or a Sino-foreign joint venture bank shall set up an independent 

compliance management department. The foreign bank's branch shall designate a special 

department or personnel to be responsible for compliance93. The responsibilities of the board of 

directors,	the	board	of	supervisors	and	the	senior	management	officers	and	compliance	management	

departments can be found in the Guidelines for Commercial Banks' Compliance Risk Management.

The compliance risk management system should include the following elements94: 

※ Compliance policies; 

※ Structure and resources of the compliance department;

※ Compliance risk management plans; 

※ Procedure of compliance risk recognition and management; and

※ Compliance training and education.

Of these, internal regulations such as compliance policies, compliance management procedures and 

compliance	guidelines	shall	be	filed	with	the	CBIRC,	and	the	foreign	invested	bank's	business	entity	

shall submit the compliance risk management plan and compliance risk assessment report to the 

CBIRC in a timely manner95.

(6) Liquidity risk

A. Monitoring and regulatory indicators of liquidity risks

A foreign invested bank's business entity should include the indicators of liquidity risks (liquidity 

gap, liquidity gap ratio, core debt ratio, inter-bank ratio, maximum ten household deposit ratio, 

93Article	50	of	the Rules for the Implementation of the Regulations on the Administration of Foreign Invested Banks.
94 Article 8 of the Guidelines for Comprehensive Risk Management of Banking Financial Institutions.
95	Article	26	of	the	Guidelines for Comprehensive Risk Management of Banking Financial Institutions.
96	Article	51	of	the	Measures for the Liquidity Risk Management of Commercial Banks.
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maximum ten inter-sector integration ratio, excess reserve ratio, liquidity coverage ratio of important 

currencies and deposit-loan ratio) in its the internal liquidity risk management framework, and 

timely monitor the changes of indicators and regularly report them to the CBIRC (or its applicable 

local branch)96.

At the same time, branches of foreign banks should ensure that the ratio of their liquid assets 

balance	to	the	balance	of	liquid	liabilities	is	no	less	than	25%97.

If	the	monitoring	indicators	of	the	foreign	invested	bank's	business	entity	fluctuate	greatly,	change	

rapidly or continuously one-way, or the regulatory indicators have been or will soon fall below 

the minimum regulatory standards, the foreign invested bank's business entity should analyze 

the reasons and the underlying risks, and immediately report to the CBIRC (or its applicable local 

counterpart)98.

In case of the following, the relevant institution shall report to the CBIRC (or its local branch) within 

two working days: a wholly foreign-invested bank or a Sino-foreign joint venture bank holds less 

local	and	foreign	currency	assets	than	its	local	and	foreign	currency	liabilities,	or	its	net	outflow	ratio	

of	cross-border	funds	within	the	group	exceeds	25%,	or	the	net	outflow	ratio	of	cross-border	funds	

of	a	branch	of	foreign	bank	exceeds	50%99.

B. Liquidity risk management report and liquidity risk stress report

In addition to the aforementioned indicators, the foreign invested bank's business entity shall also 

submit the liquidity risk management report of the previous year to the CBIRC (or its applicable 

local counterpart) before the end of April each year100. 

The liquidity risk management report mainly covers101:

※ Liquidity risk preferences;

※ Liquidity risk management strategy;

97 Article 46 of the Regulations on the Administration of Foreign Invested Banks.
98	Article	50	of	the	Measures for the Liquidity Risk Management of Commercial Banks.
99	Article	57	of	the	Measures for the Liquidity Risk Management of Commercial Banks.
100	Article	55	of	the	Measures for the Liquidity Risk Management of Commercial Banks.
101	Article	55	of	the	Measures for the Liquidity Risk Management of Commercial Banks.
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※ Main policies and procedures;

※ Internal risk management indicators and limit; and

※ Contingency plans and testing results of these plans, etc.

If the liquidity risk preferences, liquidity risk management strategy, policies and procedures 

are materially adjusted, the foreign invested bank's business entity shall report in writing such 

adjustments to the CBIRC (or its applicable local counterpart) within one month.

In addition, the foreign invested bank's business entity shall submit a liquidity risk stress test report 

to the applicable CBIRC branch on a quarterly basis, including the scenarios, methods, processes and 

results of the stress test. In the event of intense market volatility, the frequency of stress test reports 

should be increased accordingly102.

C. Report of important issues

It should be noted that in the event of any major events that may adversely affect the liquidity or 

management of a foreign invested bank's business entity, it shall be reported to the CBIRC (or its 

applicable local counterpart) in a timely manner103:

※ The	credit	rating	of	this	institution	has	been	significantly	lowered;	

※ The institution sells assets on a large scale to make up for liquidity; 

※ The	important	financing	channels	of	this	institution	will	be	limited	or	invalid;	

※ A bank run; 

※ Significant	adverse	changes	in	the	operating	conditions,	liquidity	status,	and	credit	rating	of	the	

 parent company or other institutions within the group; 

※ Significant	adverse	changes	in	market	liquidity	conditions;	

102	Article	56	of	the	Measures for the Liquidity Risk Management of Commercial Banks.
103	Article	57	of	the	Measures for the Liquidity Risk Management of Commercial Banks.
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※ Cross-border or cross-institutional liquidity transfer policies which have brought about major 

 adjustments having an adverse effect on liquidity risk management; 

※ Significant	adverse	changes	taking	place	in	the	political	and	economic	conditions	of	the	parent	

 company or in the home jurisdiction where the group operates; and

※ Other	significant	events	that	may	adversely	affect	their	liquidity	risk	level	or	management	status.

(7) IT risk

A foreign invested bank's business entity shall establish a sound IT risk management system, set 

technical standards and operational procedures, and regularly update and publicize them104. The 

wholly foreign-invested banks and Sino-foreign joint venture banks shall set up independent IT 

management systems105.

The board of directors or other business decision-making bodies of foreign invested bank's business 

entity shall review and submit annual reports on its IT risk management to the CBIRC and its local 

branch every year, and report in a timely manner the major IT accidents or emergencies to the 

CBIRC and its local branch, and promptly respond to the relevant contingency plans106.

In addition, foreign invested bank's business entity should be extra cautious in implementing 

important outsourcing107. Important outsourcing includes108: 

※ Whole outsourcing of the IT work; 

※ Whole outsourcing of the data center or the disaster recovery center; 

※ Outsourcing of sensitive information such as customer information and transaction data of 

	 banking	industry	financial	institutions	to	service	providers	for	analysis	or	processing;	

104 Article 17 of the Guidelines on the Information Technology Risk Management of Commercial Banks.
105	Article	54	of	the	Regulations on the Administration of Foreign Invested Banks.
106 Article 7 of the Guidelines on the Information Technology Risk Management of Commercial Banks.
107	Article	56	of	the	Guidelines on the Information Technology Risk Management of Commercial Banks.
108 Article 76 of the Notice of the China Banking Regulatory Commission on Issuing the Regulatory Guidelines for the Risks in 
the Information Technology Outsourcing of Banking Financial Institutions.
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※ Outsourcing of business transaction systems if implemented in the form of non-resident and 

 central storage of customer data; 

※ Affiliated	outsourcing;	and

※ Cross-border IT outsourcing.

The foreign invested bank's business entity shall report to the CBIRC or its local branch 20 working 

days before the execution of the outsourcing contract.

When the following major events occur in the IT outsourcing activities, the foreign invested bank's 

business entity shall report to the CBIRC or its local branch within two working days109.

※ Leakage	of	sensitive	data	such	as	customer	information	held	by	banking	financial	institutions;	

※ Data corruption or disruption of important business operations; 

※ The	outsourcing	services	of	several	banking	financial	institutions	are	interrupted	due	to	force	

	 majeure	or	major	business	and	financial	problems	of	service	providers;	and

※ Other major illegal acts conducted by service providers.

2. Anti-Money Laundering

(1) Annual report of anti-money laundering

The foreign invested bank's business entity shall abide by the anti-money laundering regulations, 

establish a supporting work system for the annual anti-money laundering report, draft an anti-

money laundering report annually, and submit the report and schedules to the relevant authority 

(People's Bank of China or its applicable branch) within 20 days after the end of each year.

The annual report of anti-money laundering covers110:

109 Article 77 of the Notice of the China Banking Regulatory Commission on Issuing the Regulatory Guidelines for the Risks in 
the Information Technology Outsourcing of Banking Financial Institutions.
110 Article 11 of the Measures for the Anti-Money Laundering Supervision and Administration of Financial Institutions (for Trial 
Implementation).
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※ The overall situation and institutional overview of anti-money laundering; 

※ The establishment of an anti-money laundering mechanism; 

※ Performance of the legal obligations against money laundering; 

※ Coordination and effectiveness of anti-money laundering activities; and

※ Other anti-money laundering work, problems and suggestions.

The anti-money laundering annual report and its schedules shall refer to the template and forms 

of Annexes II and III of the Anti-Money Laundering Supervision and Administration of Financial 

Institutions (for Trial Implementation), subject to the approval and signature of the person-in-charge. 

At the same time, the foreign invested bank's business entity should also identify the contact person 

and his/her contact details for the annual report on anti-money laundering, and inform the same to 

the People's Bank of China or its applicable branch in a timely manner111.

(2) Report of important issues

The following important circumstances of a foreign invested bank's business entity shall be reported 

to the People's Bank of China or its applicable branch within ten working days after the occurrence 

of such events112.

※ Revision to the major internal control of anti-money laundering; 

※ Adjustment and changes to the anti-money laundering department and person in charge or the 

 contact details of the person in charge; 

※ Major risks involving the anti-money laundering work of the institution; 

※ Self-risk-assessment report of money laundering or other relevant risk analysis materials; and

111 Notice on Issuing the Measures for the Anti-Money Laundering Supervision and Administration of Financial Institutions (for 
Trial Implementation).
112 Article 11 of the Measures for the Anti-Money Laundering Supervision and Administration of Financial Institutions (for Trial 
Implementation).
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※ Other matters related to anti-money laundering that are explicitly requested to report immediately

 to the People's Bank of China.

(3) Self-assessment of money laundering risks

The foreign invested bank's business entity should also establish a self-assessment system, conduct 

regular analysis and judgment of its internal and external money laundering risks in a risk-based 

manner, evaluate the effectiveness of its risk prevention and control mechanism, identify risk 

loopholes and weaknesses, and take effective risk response measures113.

The foreign invested bank's business entity shall timely report the self-assessment results and 

relevant information to the People's Bank of China or its applicable branch114, and shall ensure the 

timeline of the risk assessment and reasonably determine the time frequency of the assessment115. 

The foreign invested bank's business entity should take the initiative in conducting risk assessments 

in case of major changes to products and business, major adjustments to internal control, or major 

changes of regulatory policies governing anti-money laundering.116

The	foreign	invested	bank's	business	entity	can	also	conduct	specific	risk	assessments	for	specific	

products and businesses.117

(4) High-value transaction report

The foreign invested bank's business entity is obliged to report high-value transactions and submit the 

report of high-value transactions to the China Anti-Money Laundering Monitoring and Analysis Center118.

113 Article 37 of the Measures for the Anti-Money Laundering Supervision and Administration of Financial Institutions (for Trial 
Implementation).
114 Article 37 of the Measures for the Anti-Money Laundering Supervision and Administration of Financial Institutions (for Trial 
Implementation).
115	Notice	on	Issuing	the	Measures for the Anti-Money Laundering Supervision and Administration of Financial Institutions (for 
Trial Implementation).
116 Notice on Issuing the Measures for the Anti-Money Laundering Supervision and Administration of Financial Institutions (for 
Trial Implementation).
117 Notice on Issuing the Measures for the Anti-Money Laundering Supervision and Administration of Financial Institutions (for 
Trial Implementation).
118 Article 3 of the Measures for the Administration of Financial Institutions' Reporting of High-Value Transactions and 
Suspicious Transactions.
119	Article	5	of	 the	Measures for the Administration of Financial Institutions' Reporting of High-Value Transactions and 
Suspicious Transactions.
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The high-value transactions to be reported are as follows119:

※ Cash receipts or payments	of	RMB	50,000	(including	RMB	50,000)	or	equivalent	to	US$10,000	

 in foreign currency (including US$10,000) in a single or cumulative transaction on the same 

 day in form of cash deposits, cash withdrawals, cash settlements and sale, cash exchange, cash 

 remittances, cash bill settlement or other forms;

※ Money transfers in single or cumulative transactions of RMB 2,000,000 (including RMB 

 2,000,000) or equivalent to US$ 200,000 in foreign currency (including US$ 200,000) on the 

 same day between the account of a non-natural person customer and other bank accounts; 

※ Domestic money transfers	in	single	or	cumulative	transactions	of	RMB	500,000	(including	RMB	

	 500,000)	or	equivalent	to	US$	100,000	in	foreign	currency	(including	US$	100,000)	on	the	same	

 day between the account of a natural person customer and other bank accounts;

※ Cross-border money transfers in single or cumulative transactions of more than RMB 200,000 

 (including RMB 200,000) or equivalent to more than US$ 10,000 (including US$ 10,000) on the 

 same day between the account of a natural person customer and other bank accounts.

A foreign invested bank's business entity shall submit a high-value transaction report electronically 

within	five	working	days	from	the	occurrence	date	of	the	transaction,	and	the	separate	reports	shall	

be submitted for transactions that meet two or more standards of high-value transactions120.

(5)	Suspicious	transaction	report

A foreign invested bank's business entity shall formulate its own transaction monitoring standards, 

including but not limited to the identity and behavior of customers, abnormal situations in the 

source of funds, amount, frequency, direction of cash flow and nature of transactions, etc121. 

If the transaction is confirmed as suspicious as per its internal operating procedures, the entity 

120 Article 8 of the Measures for the Administration of Financial Institutions' Reporting of High-Value Transactions and 
Suspicious Transactions. 
121 Article 12 of the Measures for the Administration of Financial Institutions' Reporting of High-Value Transactions and 
Suspicious Transactions.  
122	Article	15	of	 the	Measures for the Administration of Financial Institutions' Reporting of High-Value Transactions and 
Suspicious Transactions.
123 Article 16 of the Measures for the Administration of Financial Institutions' Reporting of High-Value Transactions and 
Suspicious Transactions.
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shall submit electronically the report to the China Anti-Money Laundering Monitoring and Analysis 

Center	within	five	working	days122. If the transaction is both a high-value and suspicious transaction, 

the high-value transaction report and suspicious transaction reports shall be submitted separately123.

If a transaction is clearly suspected of being linked to criminal activities such as money laundering 

or	terrorist	financing,	or	seriously	endangers	national	security	or	affects	social	stability,	or	if	there	

are other serious or urgent situations, the foreign invested bank's business entity shall report in 

electronic or written form to the People's Bank of China or its applicable branch where it is located 

and cooperate with anti-money laundering investigations while submitting a suspicious transaction 

report to the China Anti-Money Laundering Monitoring and Analysis Center124.

The foreign invested bank's business entity shall also conduct real-time monitoring of the list 

of terrorist organizations and terrorists. If there are reasons to suspect that the client or the 

counterparties of a transaction, funds or other assets are related to a person/entity on the name 

list, the institution shall immediately submit the suspicious transaction report to the China Anti-

Money Laundering Monitoring and Analysis Center and report in electronic or writing form to the 

applicable local branch of the People's Bank of China125.

3. Incidence Prevention and Control

The foreign invested bank's business entity shall, in accordance with the provisions of the Measures 

for Assessment and Evaluation of Case Prevention and Control of Banking Financial Institutions, 

formulate	specific	systems	for	case	risk	investigation,	report,	handling,	accountability,	rectification	

and post-evaluation.

The foreign invested bank's business entity shall promptly organize and summarize the self-

assessment of case prevention, draft a self-assessment report on the prevention and control of case, 

and submit it to the CBIRC (or its applicable local counterpart) before the end of February each 

year126.

124 Article 17 of the Measures for the Administration of Financial Institutions' Reporting of High-Value Transactions and 
Suspicious Transactions.
125	Article	18	of	 the	Measures for the Administration of Financial Institutions' Reporting of High-Value Transactions and 
Suspicious Transactions.
126 Article 8 of the Measures for the Assessment of the Case Prevention and Control Work of Banking Financial Institutions.
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In addition, a foreign invested bank's business entity should also prepare case risk investigation 

reports in accordance with the Measures for the Management of Case Risk Investigation of Banking 

Financial Institutions, including basic information, results achieved, problems discovered, measures 

taken and further suggestions for work, and submit the report regularly to the CBIRC (or its local 

branch), which should be issued by the bank governor (general manager, chairman).

(iii) Compliance in Insurance Sector

Alongside the comprehensive opening up of the insurance sector, the regulatory authorities have 

set out requirements that are more complete and prudent, also based on the national treatment 

principle. 

In the Implementation Rules for the Administration Regulations of Foreign Invested Insurance 

Companies (Draft for Consultation),	Article	5	provides	a	major	shareholder	of	a	 foreign	 invested	

insurance	company	shall	not	transfer	its	shareholding	less	than	five	years	after	the	acquisition	date.	

This requirement is actually in line with the equity lock-up period for the controlling shareholders of 

domestic insurance companies, which is required by the Equity Management Measures for Insurance 

Companies127.

Article 6 of the Draft further specifies the obligation on the major shareholders of a foreign 

invested insurance company to make a full contribution to the subscribed registered capital, and 

stipulates that if a major foreign shareholder intends to reduce its shareholding or withdraw from 

the Chinese market, it shall duly discharge its shareholder obligations and, if necessary, replenish 

capital in a timely manner to ensure that the insurance company's solvency meets the relevant 

regulatory requirements. The above regulations are in the interests of maintaining the stability of 

business operations of foreign invested insurance companies and safeguarding consumers' rights 

and	interests.	It	also	reflects	the	regulator's	stance	in	respect	of	actively	promoting	the	liberalization	

while at the same time exercising cautious supervision.

Specifically, the continuous compliance requirements imposed on insurance institutions by the 

regulatory authorities mainly concern the following aspects:  

127 Equity Management Measures for Insurance Companies,	China	Insurance	Regulatory	Commission	Order	[2018]	No.	5,	
promulgated on 2 March 2018.
128 Guidelines on Regulating the Governance Structure of Insurance Companies (Trial), China Insurance Regulatory Commission 
Order	[2006]	No.	2,	adopted	on	5	January	2006.
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1.Corporate Governance and Compliance

(1) Corporate governance

Articles of association represent the fundamental constitutional document for a foreign invested 

insurance company and shall comply with relevant laws and regulatory requirements128. Based 

on and in addition to the Articles of Association, relevant corporate governance documents and 

regulations shall set out the organization structure, duties and responsibilities of the statutory bodies 

such as the shareholders' meeting, board of directors, board of supervisors, and senior management. 

The articles of association and its amendments shall be submitted to the CBIRC for approval.

With	regard	to	the	officeholders,	the	appointment	of	the	directors,	supervisors,	senior	management	

personnel and the chief representatives of the foreign invested insurance companies/representative 

offices	shall	be	approved	by	the	CBIRC	or	the	applicable	local	counterpart.	Relevant	officeholders	

shall	not	perform	their	duties	before	obtaining	the	necessary	qualifications.	 If	any	director,	senior	

management	officer	or	a	chief	representative	is	to	be	replaced,	it	is	mandatory	to	report	this	to	the	

CBIRC or its applicable local counterpart for approval.

(2) Compliance

According to the Administrative Measures for the Compliance of Insurance Companies129 and other 

laws, regulations and regulatory requirements, foreign invested insurance companies shall, through 

the establishment of a compliance governance mechanism, establish and implement compliance 

policies, and conduct measures such as a compliance review, compliance inspections, compliance 

risk monitoring, compliance assessment and compliance training to prevent, identify, assess, report 

and respond to compliance risks.

Foreign invested insurance companies shall establish a compliance management framework with 

three lines of defense to ensure that each of the three lines of defense functions effectively and 

coordinates with each other. 

※ All the internal departments and branches of a foreign invested insurance company shall act 

 as the first line of compliance safeguard bearing the most direct and foremost responsibility. 

129 Adminitrative Measures for the Compliance of Insurance Companies, China Insurance Regulatory Commission Order [2016] 
No. 116, adopted on 30 December 2016.
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 The person in charge shall diligently discharge his/her duties, with the part-time compliance 

	 officer	assisting	the	person	in	charge.	

※ The compliance management department shall act as the second safeguard line. This department 

 and its compliance personnel shall provide compliance support to the business operations of all 

 departments, units and branches, organize, coordinate and supervise internally. 

※ The internal audit department shall be the third line carrying out a regular independent audit 

 and safeguard the company's compliance.

2.Risk Management

According to the Guidelines on Risk Management of Insurance Companies (Trial)130 and other laws, 

regulations and regulatory requirements, foreign invested insurance companies shall clearly specify 

their risk management objectives, establish and improve risk management systems, standardize risk 

management	process,	adopt	advanced	risk	management	methods	and	maximize	commercial	benefits	

at a proper risk level.

A foreign invested insurance company shall establish a risk management system covering all 

business units and lines; this system is directly under the management, ultimately responsible to the 

board of directors. 

The risk management committee of the board of directors shall fully understand the major risks 

and management conditions faced by the company, supervise the effectiveness of the operation of 

risk management systems, review the following matters and provide opinion and suggestions to the 

board of directors:

※ The overall objectives, basic policies and working process of risk management; 

※ The setting and responsibilities of the risk management bodies; 

※ Risk assessment of major decisions and corresponding solution plans; and

130 Notice of China Insurance Regulatory Commission on the Issuance of Risk Management of Insurance Companies (Trial), 
China Insurance Regulatory Commission Order [2007] No.23, adopted on 6 April 2007.
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※ Making an annual risk assessment report.

Foreign invested insurance companies shall identify and assess various major risks faced in the 

course of their operations, including: insurance risk, market risk, credit risk and operational risk, 

etc. On the basis of extensive information collection, foreign invested insurance companies should 

conduct	risk	assessments	for	business	activities	and	operational	work	flow.	

The	risk	assessment	comprises	three	parts:	risk	identification,	risk	analysis	and	risk	assessment.	If	

necessary, an independent consulting professional can be engaged to assist.

For different types of risks, appropriate risk management tools can be used such as risk aversion, 

reduction, transfer or retention to ensure that the risks are controlled within relevant limits. Risk 

solution plans shall be formed in accordance with the overall risk management strategy and mainly 

include the specific objectives to be achieved, the management and operation work flow to be 

involved,	the	conditions	and	resources	to	be	required,	the	specific	measures	to	be	taken	and	effective	

risk management tools.

3.Incidence Prevention and Control

According to the requirements of the Regulations on Emergency Response to the Major Accidents in the 

Insurance Sector131 and other laws, regulations and regulatory documents, foreign invested insurance 

companies shall promptly revise the contingency plan according to changes in major emergencies 

and the problems discovered during implementation, bolster the content of the contingency plan 

and	improve	the	scientification	and	operability	of	the	contingency	plan.	Foreign	invested	insurance	

companies shall establish a coordination and communication mechanism with relevant departments, 

and establish a monitoring and early warning information network for major emergencies, to 

ensure the early detection, early reporting and timely reaction and so try to avoid or reduce the 

losses incurred. Emergency drills shall be carried out, and training shall be enhanced, defects and 

loopholes	shall	be	identified	and	rectified	in	time.

If any of the following circumstances occurs, reports shall be promptly submitted to the General 

Office	of	the	CBIRC:

131 Regulations on Emergency Response to Major Accidents in the Insurance Sector, Insurance Regulatory Commission Order 
No.3, adopted on 18 December 2003.
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※ Serious	natural	disasters	such	as	floods,	typhoons,	earthquakes,	or	serious	accident	with	respect	

	 to	fire,	production	safety,	traffic	safety,	resulting	in	losses	of	insured	property	of	more	than	RMB	

	 50	million	or	casualty	compensation	of	more	than	RMB	30	million;	

※ Public health incidents such as a widely-spread disease and major alimentary intoxication which 

	 has	caused	a	significant	social	impact	and	may	trigger	extensive	insurance	claims;	

※ An	insurance	company	has	a	payment	crisis	in	cash	flow	or	a	sudden	deterioration	in	solvency	

 that may lead to bankruptcy; 

※ Systematic malfunction of the IT system resulting in the loss of a large amount of customer data; 

※ A collective petition, protest or other radical behavior from more than 100 policyholders or insurance 

 salesmen; if fewer than 100 involved but a situation possibly leading to a material negative 

 impact; 

※ More than 100 insurance policy holders collectively applying for policy cancellation and refund 

	 or	filing	a	lawsuit	against	the	insurance	company;	

※ Serious violation of laws and regulations committed by the company in the process of insurance 

	 underwriting	or	utilization	of	funds	which	attracts	significant	publicity;

※ The foreign shareholder company has experienced a serious crisis, which materially affects its 

 business operations in China; or

※ The senior management suddenly and collectively submits its resignation, disappears, encounters  

 a major accident or is involved in any criminal investigation.

4. Solvency Management

The former CIRC issued the Construction Plan for the Second China Risk Oriented Solvency System132 

(''C-ROSS 2") in early 2012, which proposed to set up a solvency supervision regime that was not 

only compatible with the international standards but also suitable for the current development 

132 Construction Plan for the Second China Risk Oriented Solvency System, Insurance Regulatory Commission Order [2012] 
No.24, adopted on 29 March 2012.
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133 Regulations on the Solvency of Insurance Companies (No. 1 - No. 17),	 Insurance	Regulatory	Commission	Order	[2015]	
No.22,	adopted	on	13	February	2015.

stage of China's insurance sector. The system would be used to monitor the solvency of insurance 

companies. Solvency is a core indicator in the supervision of insurance companies by insurance 

regulatory authorities, which is similar to the supervision for the capital adequacy ratios of banks by 

the former CBRC.

C-ROSS	2	was	initiated	in	2012.	After	three	years	of	hard	work,	in	February	2015,	the	former	CIRC	

issued the Regulations on the Solvency of Insurance Companies (No. 1 - No. 17)133, and C-ROSS 2 

entered its implementation transition period. On 1 January 2016, the former CIRC announced 

that	the	 ''C-ROSS	2"	regulatory	system	was	officially	 implemented.	An	insurance	company	is	only	

required to submit the C-ROSS 2 report to the insurance regulatory authority and is no longer 

required to formulate solvency reports in accordance with the solvency regulatory system (i.e. the 

''C-ROSS 1").

The Regulations on the Solvency of Insurance Companies (No. 1 - No. 17) consists of 17 documents. 

Documents No. 1 - No. 9 are mainly about quantitative capital requirements, which require insurers 

to evaluate actual capital and minimum capital, calculate the core solvency adequacy ratio and the 

comprehensive solvency adequacy ratio, and conduct stress tests.

Documents No. 10 - No. 12 are mainly qualitative regulatory requirements, which require insurers 

to establish and improve their own solvency and risk management systems, and to strengthen the 

identification, assessment and management of various risks. The former CIRC (now the CBIRC) 

regulates the risks of insurance companies by means of the C-ROSS integrated risk rating (IRR), the 

solvency aligned risk management requirements assessment (SARMRA), regulatory analysis and 

inspections.

Documents No. 13 - No. 16 are mainly about market restraint mechanism of solvency. Document 

No.13 of the Regulations on the Solvency of Insurance Companies: Public Disclosure of Solvency 

Information requires an insurance company to disclose a summary of the solvency report on its 

official	website	on	a	quarterly	basis,	and	demonstrate	its	solvency	and	comprehensive	risk	rating	to	

its consumers, shareholders, creditors and other relevant stakeholders in their daily activities such as 

underwriting, bidding, capital increase, equity change and bond issuance.

Document No.14 of the Regulations on the Solvency of Insurance Companies: Information Exchange 
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of Solvency Information stipulates that the insurance regulatory authority will regularly publish 

solvency regulatory information, and gradually establish a continuous and two-way interactive 

solvency information communication mechanism with insurance consumers, shareholders, credit 

rating agencies, sector analysts, news agencies and media as well as other stakeholders to strengthen 

the market constraint mechanism of C-ROSS 2.

Document	No.15	of	 the	Regulations on the Solvency of Insurance Companies: Credit Rating of 

Insurance Companies encourages insurance companies to take the initiative in appointing credit 

rating agencies and disclose the rating results to the public.

Document No.16 of the Regulations on the Solvency of Insurance Companies: Solvency Report requires 

insurance companies to submit solvency quarterly reports, quarterly brief and interim reports to the 

insurance regulator.

Document No.17 of the Regulations on the Solvency of Insurance Companies: Insurance Group 

Companies mainly stipulates the regulatory requirements for insurance group companies. It requires 

the insurance group companies to assess the actual capital and minimum capital of the entire 

group, calculate the core solvency adequacy ratio and comprehensive solvency adequacy ratio, 

and continuously improve the system and process of solvency risk management and enhance their 

capabilities for risk management.

With the rapid development of China's insurance sector, the complex and volatile risks in the 

insurance market and the construction and implementation of C-ROSS 2, the former CIRC initiated 

the revision of the current Regulations on Solvency Management of Insurance Company after the 

official	 implementation	of	C-ROSS	2	in	2016,	which	later	formed	the Regulations on the Solvency 

Management of Insurance Companies (Draft for Consultation)134.

The Regulations on the Solvency Management of Insurance Companies (Draft for Consultation) further 

specifies	the	regulatory	indicator	standards	for	C-ROSS	2.	

※ The	eligibility	standard	for	core	solvency	adequacy	is	50%;

134 Regulations on the Solvency Management of Insurance Companies (Draft for Comment), Document of Insurance Regulatory 
Office	[2017]	No.374,	adopted	on	30	September	2017.
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※ The	eligibility	standard	for	comprehensive	solvency	adequacy	is	100%;	and	

※ The eligibility standard for risk comprehensive rating is B level or above. 

A company complying with the solvency standard must meet all of the above three eligibility 

standards; if any of the above three eligibility standards is not satisfied, the company is not 

considered solvent. 

For	an	insurance	company	with	a	core	solvency	adequacy	ratio	of	less	than	60%	or	a	comprehensive	

solvency	adequacy	ratio	of	less	than	120%	and	other	insurance	companies	whose	solvency	situations	

are highly risky, the insurance regulator will conduct off-site inspections of solvency data, establish 

a regular on-site inspection mechanism; at the same time the regulator strengthens its supervision 

of	auditing	firms,	actuarial	advisory	firms,	credit	rating	agencies	and	other	intermediaries	to	ensure	

that the solvency data is true and reliable.

5.	Asset	and	Liability	Management

Asset and liability management refers to the process in which insurance companies continuously 

develop, implement, monitor and improve relevant strategies on assets and liabilities within the 

constraint of risk preferences and other restrictive conditions. Asset and liability management 

capability is a basic core capability of insurance companies. Sound asset and liability management 

is the cornerstone of the sustainable development of the insurance sector. It is also an important 

guarantee supporting the stable development of the insurance sector and the prevention of systemic 

risks in a risky environment which is getting more complex each day.

Prior to 2018 the Chinese insurance regulator had never formulated clear regulatory standards for 

the asset and liability management of insurance companies. Since 2017, in order to prevent the risk 

of asset and liability mismatches in the insurance sector and improve the management capabilities 

of insurance companies, the former CIRC initiated the establishment of the insurance asset and 

liability	management	supervision	system,	and	officially	issued	the	Assets and Liabilities Management 

Regulations No. 1- No.5135 (''New Regulations") on 28 February 2018. It marked the start of the 

''tough constraints" era for the management of insurance assets and liabilities by the CBIRC.

135	Assets and Liabilities Management Regulations No. 1-No.5, China Insurance Regulatory Commission Order [2018] No.27, 
promulgated on 28 February 2018.
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The	New	Regulations	established	a	unified	asset-liability	management	regulatory	system	covering	

capacity assessment and quantitative assessment in the insurance sector, which clearly defines 

asset-liability management structure, process tools, and various regulatory indicators, stress tests 

and scoring methods. In the New Regulations, No. 1 and No.2 are about the capability assessment 

and quantitative evaluation rules for the asset and liability management of property insurance 

companies;	No.	3	and	No.4	are	for	personal	insurance	companies;	and	No.	5	is	about	the	content	of	

the asset and liability management report.

In the rules of asset-liability management supervision and evaluation, the quantitative evaluation 

section mainly scores the matching and impact of the asset and liability management of insurance 

companies through the quantitative calculation of specific indicators; the capability evaluation 

section mainly assesses the asset and liability management capability of a company from its 

organization structure, process control, model tools, performance assessment and regular reports.

The scores of the above two evaluations make up the overall score. Based on the results of the 

comprehensive scoring, the CBIRC puts insurance companies into four categories: A, B, C, and 

D, and implements differentiated supervision regimes to each. For A-class companies with a high 

capability and good asset-liability matching, appropriate supporting regulatory policies will be 

given. For C-class and D-class companies with lower capability or poor asset-liability matching, 

targeted regulatory measures will be taken. It is helpful to gradually build a continuous and 

effective mechanism with the coordination and interaction of business supervision, fund utilization 

supervision and solvency supervision.

The formulation of this New Regulation draws on advanced experience abroad and fully considers 

the actual situation of the domestic Chinese insurance sector. Before the adoption of the New 

Regulation, a few rounds of advance research and testing in the whole insurance sector had been 

carried out. The official release of the New Regulations has filled in the regulatory gap, the lack 

of	specific	regulatory	rules	in	the	asset	and	liability	field,	which	means	that	the	asset	and	liability	

management in the insurance sector has been switched from ''soft constraints" to ''hard constraints".

VII.  Foreign Exchange

(i) Introduction to China's Foreign Exchange Regulatory System

According to the provisions of the PRC Regulations on Foreign Exchange Control, foreign institutions 




