
MAINLAND AND HONG KONG

CLOSER ECONOMIC PARTNERSHIP ARRANGEMENT

(CEPA)
FURTHER LIBERALIZATION MEASURES in 2006

INTRODUCTION


The Mainland and Hong Kong have agreed on a package of further liberalization measures under CEPA covering both goods and services, as well as facilitation measures to enhance cooperation and exchanges in the area of intellectual property protection.  Key measures agreed are highlighted in paragraphs 2 to 8 below.
DETAILS
Trade in Goods
2.
The Mainland has already granted all products of Hong Kong origin tariff free treatment starting from 1 January 2006 upon applications by Hong Kong manufacturers and upon the CEPA ROOs being agreed and met.  For products without agreed ROO, Hong Kong manufacturers may apply to include these products into the subsequent rounds of ROO discussion which will be held twice a year. 

3.
Among the products in which Hong Kong traders have indicated interest in the first round of ROO discussion conducted in the first half of 2006, ROOs on 37 products have been worked out.  This has increased the number of products with agreed CEPA ROOs from 1 370 to 1 407.  The 37 products include aquatic products, food and seasonings, chemical products, plastic and rubber products, and mechanical and electrical products.  These products will be eligible for zero tariff starting from 1 July 2006 if their corresponding origin criteria are met.  The ROOs basically resemble the liberal origin rules adopted in the first three phases of CEPA and should be welcome by the trade.
Trade in Services
4. We have agreed with the Central People’s Government (CPG) that there will be 15 liberalization measures spreading across 10 areas, namely legal, construction, information technology, convention and exhibition, audiovisual, distribution, tourism, air transport, road transport, and individually owned stores.  Details are outlined in the annex of the agreed text.  

5.
Some of the measures under the current phase of liberalization are highlighted below -
(a)
Legal service – to waive the requirement on the number of full-time lawyers employed by Mainland law firms that operate in association with Hong Kong law firms (offices); to waive the residency requirement for representatives stationed in representative offices of Hong Kong law firms (offices) in the Mainland; to allow Hong Kong residents qualified for practice in the Mainland to act as agents in matrimonial and succession cases relating to Hong Kong; to allow Hong Kong barristers to act as agents in civil litigation cases in the Mainland in the capacity of citizens; and to allow Hong Kong residents who have acquired Mainland lawyer qualifications or legal professional qualifications to undergo internship in a branch office of a Mainland law firm set up in Hong Kong.
(b)
Construction – to allow Hong Kong service suppliers to set up wholly-owned construction engineering cost consulting enterprises in the Mainland; and for these enterprises, the performance of the enterprise in both Hong Kong and the Mainland is taken into account in assessing their qualification in the Mainland.

(c) Tourism – to allow Hong Kong travel agents set up on a wholly-owned or joint venture basis in Guangdong Province to apply for operating group tours to Hong Kong and Macao for residents of Guangdong Province on a pilot basis. 
(d) Air Transport – to allow Hong Kong air transport sales agencies to set up wholly-owned air transport sales agencies in the Mainland.  The registered capital requirement will be the same as that for Mainland enterprises.
6.
All the liberalization measures will take effect starting from 1 January 2007, and the Mainland will work out and promulgate the necessary implementation rules and regulations as appropriate.

7.
The Mainland and Hong Kong have committed to encourage mutual recognition of professional qualifications as part of the services trade under CEPA.  In this connection, a mutual recognition agreement between Mainland construction supervising engineers and Hong Kong building surveyors has been signed on 27 June 2006 in Beijing, bringing the total number of mutual recognition agreement or arrangement concluded under CEPA to a total of 10.

Trade and Investment Facilitation
8.
Protection of intellectual property (IP) has been incorporated as a new initiative under trade and investment facilitation of CEPA.   This new initiative would help enhance co-operation and exchanges between the two sides on issues relating to IP protection.  The setting up of the Mainland Intellectual Property Protection Coordination Centre in Hong Kong would also facilitate the trade in handling IP matters.

Further Liberalization

9.
CEPA is an open and developing platform. The HKSARG will continue to engage the Mainland authorities on further liberalization of trade in goods and services in good time.  In particular, the HKSARG shall continue to make efforts to facilitate our professional sectors in making better use of CEPA and securing greater liberalization under it.  

Renminbi Business

10.
 The State Council is earnestly studying the scope for further expansion of renminbi business in Hong Kong, which includes allowing Hong Kong importers to settle direct import trade from the Mainland in renminbi, and allowing financial institutions in the Mainland to issue renminbi financial bonds in Hong Kong on a pilot basis. This is a rather complex exercise. The relevant authorities of the State Council are proceeding in full swing with the formulation of administrative arrangements in these regards to ensure smooth implementation of the new measures. This is a major policy initiated by the CPG in support of the consolidation and development of Hong Kong’s status as an international financial centre. The HKSAR Government will maintain close liaison with the Mainland authorities to expedite the preparatory work for an early launch of these two types of new business.
Economic Benefits 
11.
CEPA has been offering new business opportunities in the Mainland for Hong Kong businesses and service suppliers, enhancing the attractiveness of Hong Kong to overseas investors.    The zero import tariff preference has the potential to attract to Hong Kong manufacturing of brand name products, or manufacturing process with high-value added content or substantial intellectual property input.  

ENQUIRIES
12.
Details of CEPA, including the further liberalization measures in 2006, have been promulgated in the web site of TID at www.tid.gov.hk/english/cepa/. For enquiries, please make use of the following contacts.
	Subject
	Contacts

	General
	Tel. : 2398 5667 
Fax. : 3525 0988
E-mail : cepa@tid.gov.hk


	Rules of Origin, Certificate of Origin and Factory Registration
	Tel. : 3403 6432 / 2398 5525
Fax. : 2787 6048
E-mail : cepaco@tid.gov.hk


	General Enquiry on Trade in Goods under CEPA
	Tel. : 2398 5676
Fax. : 2398 9973
E-mail : ma_registry@tid.gov.hk


	Certificate of Hong Kong Service Supplier
	Tel. : 3403 6428
Fax. : 3525 0988
E-mail : hkss@tid.gov.hk



 

Trade and Industry Department

HKSAR Government
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