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CEPA website (http://www.tid.gov.hk/english/cepa/index.html) provides information on the
content and implementation details of various CEPA liberalization and facilitation measures,
including the “Information Database on CEPA Service Sectors” which sets out the procedures
and requirements of setting up business in different service industries in the Mainland.

T%858 (TID) TlE CEPAICET AT IFHCERBICHBERATHBMEERY bS5 A V%2,
TECDBEORERULTCWVWET !

Trade and Industry Department operates enquiry hotlines to handle various kinds of
questions on CEPA:

CEPAICDOLTCO—EREBREE Tel: 852 2398 5667
General enquiry on CEPA Fax: 852 3525 0988
Email : cepa@tid.gov.hk
wmE 5 —CEPAREMGA. REMGIAE G SO Tel: 852 3403 6432 / 2398 5531
TI5E5FDHE Fax : 8522787 6048
Trade in Goods—CEPA ROO, Application for Email : cepaco@tid.gov.hk
Certificate of Origin and Factory Registration
CEPAD T COEMRESICOL TO—HENEHHEE Tel : 852 2398 5676
General enquiry on Trade in Goods under CEPA Fax: 8522398 9973

Email : ma_registry@tid.gov.hk

Y—E2B5— [HKSS:IAE | OB Tel: 852 3403 6428
Trade in Services—Application for HKSS Certificate Fax: 852 3525 0988
il : hkss@tid.gov.hk
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Introduction

The Mainland and Hong Kong Closer Economic Partnership Arrangement (CEPA) is
the first free trade agreement concluded by the Mainland of China and Hong Kong.
Its main text and annexes were signed in June and September 2003 respectively.

CEPA is an open and developing free trade agreement. Adopting a building block
approach, the Mainland and Hong Kong have continuously expanded the scope
and content of the agreement.

CEPA fully reflects the mutually beneficial economic co-operation between the
Mainland and Hong Kong. Not only does CEPA help open up the huge Mainland
market for Hong Kong products and services, it also contributes to the long term
economic development of the Mainland.

Coverage of CEPA
CEPA covers three broad areas:
(1) Trade in Goods

Trade in goods has been fully liberalized. Products of Hong Kong that fulfil the
mutually agreed CEPA rules of origin (ROO) can enjoy zero tariff treatment upon
importation into the Mainland.

(2) Trade in Services

Enterprises and individuals in service industries in Hong Kong can make use of
preferential arrangements to set up and expand business in various sectors in the
Mainland.

(3) Trade and Investment Facilitation

Both sides have agreed to strengthen co-operation in various areas, with a view to
improving the overall business environment and facilitating the effective implementation
of CEPA:

e trade and investment promotion
e customs clearance facilitation
e commodity inspection and quarantine, food safety, quality and standardization

electronic business

transparency in laws and regulations
co-operation of small and medium enterprises
co-operation in industries

protection of intellectual property
co-operation on branding

co-operation on education

How to benefit from CEPA?

Manufacturers in Hong Kong: All goods manufactured in Hong Kong that meet
the CEPA ROO can enjoy zero tariff benefit upon importation into the Mainland.

Service suppliers in Hong Kong (enterprises and individuals): Hong Kong
service suppliers can make use of the liberalization and facilitation measures in
trade in services to set up business in various service sectors in the Mainland.

Professionals in Hong Kong: Hong Kong professionals may make use of
measures such as opening up the Mainland professional qualification examinations,
mutual recognition of professional qualifications, facilitating registration and
practice, etc. to enter the Mainland market.

Mainland enterprises: The Mainland streamlined the application procedures for
Mainland enterprises to invest in Hong Kong.

Investors from outside Hong Kong: CEPA does not impose restriction over
the source of capital of beneficiaries. For trade in goods, investors from outside
Hong Kong can set up production lines in Hong Kong to produce goods that meet
the CEPA ROO so as to enjoy zero tariff benefit on importation into the Mainland.
For trade in services, the companies incorporated and set up in Hong Kong by
investors from outside Hong Kong can make use of the CEPA measures to start
business in the Mainland, provided that they satisfy the eligibility criteria of Hong
Kong Service Supplier stipulated under CEPA.

The business community of Hong Kong: The Mainland and Hong Kong have
been strengthening co-operation in trade and investment facilitation in various
areas to improve the overall business environment.
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Zero Tariff on Importation into the Mainland

All products of Hong Kong that fulfil the mutually agreed CEPA rules of origin (ROO) enjoy zero tariff
benefit upon importation into the Mainland.

The Mainland and Hong Kong have already agreed on the CEPA ROO for over 1,800 products (based
on the Mainland tariff classification). The majority follow process-based rules of origin, while others
follow either “change in tariff heading”, “value-added content”, or rules having regard to characteristics
of the products concerned.

The list of products with agreed CEPA ROO and corresponding rules is available at CEPA website (http://
www.tid.gov.hk/english/cepa/index.html).

For products that have no agreed CEPA ROO for the time being, Hong Kong manufacturers may request
to include them in ROO discussions to be held twice a year. The Trade and Industry Department (TID)
has issued circulars on the procedures of lodging requests, which can be downloaded from the CEPA
website.

Application Procedures

Manufacturers should first apply to TID for a Factory Registration (FR) to demonstrate that their factories
possess sufficient capacity to produce goods for export.

To claim zero tariff benefit, every consignment of goods to the Mainland must be accompanied by a
Certificate of Hong Kong Origin-CEPA [CO(CEPA)] issued by TID or one of the Government Approved
Certification Organizations (GACOs) (Note 1),

The application procedures and issuing conditions for FR and CO(CEPA) are set out in TID’s circulars,
which can be obtained from the CEPA website.

(Note 1) Under the Protection of Non-Government Certificates of Origin Ordinance (Cap. 324), there are five
Government Approved Certification Organizations (GACOs) designated to issue certificates of origin: the
Chinese Manufacturers’ Association of Hong Kong; Federation of Hong Kong Industries; the Hong Kong
General Chamber of Commerce; the Indian Chamber of Commerce, Hong Kong; and the Chinese General
Chamber of Commerce.
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Trade in Services under CEPA
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Setting up Business in the Mainland with Preferential Treatment

Under CEPA, Hong Kong service suppliers can enjoy preferential treatment when setting up
business in various service sectors, including banking, tourism, construction, legal, medical,
accounting, convention and exhibition, transport services etc., in the Mainland market. Many of
these are sectors and areas in which Hong Kong has competitive advantages. The preferential
treatment takes various forms, including relaxation in equity share restrictions, reduction in the entry
thresholds such as registered capital and business turnover, as well as relaxation in restrictions over
geographical location and business scope, etc.

Definition and Certification of Hong Kong Service Supplier (HKSS)

Both "juridical persons” and "natural persons" of Hong Kong can enjoy preferential treatment
offered by the Mainland if they fulfil the definition of HKSS under CEPA:

@® HKSS as a “juridical person” means any legal entity duly constituted or otherwise organized
under applicable laws of Hong Kong (i.e. corporation, partnership, sole proprietorship, etc.).
Service supplier as a juridical person should apply to the Trade and Industry Department for a
HKSS Certificate, and then apply to relevant Mainland authorities for providing services in the
Mainland with CEPA treatment. In order to fulfil the requirements for application of a HKSS
Certificate, the service supplier should:

@ be incorporated / established in Hong Kong;

€ engage in substantive business operation in Hong Kong for 3 or 5 years;

@ pay profits tax in accordance with the laws in Hong Kong;

4 own or rent business premises in Hong Kong;

4 employ staff in Hong Kong with the majority of them being Hong Kong residents.

® HKSS as a “natural person” means a Hong Kong permanent resident. Service supplier who
wants to enjoy the CEPA treatment as a natural person is not required to apply for a HKSS
Certificate.

Mutual Recognition of Professional Qualifications

CEPA encourages mutual recognition of professional qualifications and promotes the exchange of
professional talents. Both sides have reached agreements or arrangements on mutual recognition
of professional qualifications in respect of construction, securities and futures, accounting, real
estate sectors etc.
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Liberalisation of Trade in Services between
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Mainland and Hong Kong under CEPA

The Agreement on Trade in Services (the Agreement) was signed on 27 November 2015 between the
Mainland and Hong Kong under the framework of CEPA to basically achieve liberalisation of trade in services
between the two places. The Agreement is implemented as from 1 June 2016.

Summary of the Agreement

e The Agreement adopts a hybrid of negative and positive listings of commitments.

Negative List Positive List
e Commercial Presence (Note 1) e Cross-border services (Note 2)
e Covers 134 services trade sectors e Telecommunications and cultural services
® 120 restrictive measures as inconsistent with the ® 28 new liberalisation measures
obligation of national treatment

Negative List + Positive List
e 153 sectors which the Mainland has fully or partially opened up to Hong Kong services industry,
accounting for 95.6% of all the 160 services trade sectors
e for the mode of commercial presence, national treatment is accorded to Hong Kong in 62
sectors

e The Agreement made reference to the framework of the Agreement between the Mainland and Hong
Kong on Achieving Basic Liberalisation of Trade in Services in Guangdong (Guangdong Agreement). In
addition to including new liberalisation measures, by covering and consolidating commitments relating
to liberalisation of trade in services provided in CEPA and its Supplements and also the Guangdong
Agreement, the Agreement becomes a stand-alone, subsidiary agreement relating to trade in services
under the framework of CEPA.

e With regard to investment facilitation, for Hong Kong Service Suppliers (HKSS) in majority of services
trade sectors, filing administration is adopted in lieu of prior approval of contracts and articles of
association for establishment and change of enterprises.

e Hong Kong'’s favourable position to enjoy the most preferential liberalisation measures of the Mainland
is assured by the “Most-Favoured Treatment” provision of the Agreement which specifies that any
preferential treatment the Mainland accorded to other countries or regions, if more preferential than
those under CEPA, will be extended to Hong Kong.

e Following past practice, Hong Kong will not impose any new discriminatory measures on Mainland
services and service suppliers in the areas of services covered by the Agreement.

(Note 1) The four modes of supply of services include cross-border supply, consumption abroad, commercial presence and movement of natural
persons. Commercial presence refers to the supply of service by a service supplier of one side, through commercial presence, in the area of
the other side.

(Note 2) The modes of cross-border supply, consumption abroad and movement of natural persons are collectively known as “cross-border services”.
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