WENGEA

TTORNEYS-AT-LAW

I SCERIM S S PR IS AL

CHINA LEGAL BRIEFING 45
WENGER VIELI BELSER BEIJING OFFICE

October 20 - October 24, 2003
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1. National

CEPA between Central Government and Macao

On 17 October 2003, the second Closer Economic Partnership Agreement was
concluded between Central Government and Macao Special Administrative
Region, following the first one concluded between Central Government and
Hong Kong (China Legal Briefing No.43). This second CEPA copies the struc-
ture of the first one, which includes the text and 6 annexes, namely, Ar-
rangements for Implementation of Zero Tariff for Trade in Goods
(“I T IW T B Z2 B S tE™), Rules of Origin for Trade in Goods
(“K T 5L 52 5 1A J5L = s ), Procedures for the Issuing and Verifica-
tion of Certificates of Origin (“J¢ T~ Ji > HuilF 5 i 25 & FIAZ 2 FE ™),
Specific Commitments on Liberalization of Trade in Services
(“RTIFIBURSS 54 2y ¥ A4 7 1#5™), Definition of "Service Supplier™ and
Related Requirements (“J¢ T ‘MRSt & X EAIHE), Trade
and Investment Facilitation (*“5% 154 5y S HF)4L™).

According to this CEPA, 273 Mainland product codes from Macao meeting
CEPA rules of origin will enjoy zero tariff starting from 1 January 2004. For
other products, the Mainland will apply zero tariff latest by 1 January 2006
upon applications by local manufacturers and upon CEPA rules of origin being

agreed and met.
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With reference to trade in service, the two sides agreed upon liberation of 18 sectors of service: management
consulting services, convention and exhibition services, advertising services, accounting services, real estate and
construction services, medical and dental services, distribution services, logistics services, freight forwarding
agency services, storage and warehousing services, transport services, tourism services, audiovisual services,

legal services, banking services, securities services, insurance services, and telecommunications services.

As to trade and investment facilitation, both sides have reached agreement on enhancing co-operation in the
following seven areas: trade and investment promotion, customs clearance facilitation, commodity inspection
and quarantine, food safety, quality and standardization, electronic business, transparency in laws and regula-

tions, cooperation of small and medium enterprises, and cooperation of industries. (www.mofcom.gov.cn)

MII Circular on Value Added Telecom Service of Macao Investor

On 17 October 2003, Ministry of Information Industry released Circular on Certain Issues Regarding Implemen-
ting Closer Economic Partnership Agreement between the Mainland and Macao

(AR BB T S (N IR ST A B BB A B O R I 2D A 5K IR 138 75 ). Accor-
ding to this circular, as of 1 November 2003, Macao investors may establish joint ventures in the mainland to
provide the following five types of value-added telecommunication services: internet data centre services, store
and forward services, call centre services, internet access services and content services. However, the Macao
service suppliers’ shareholding in the joint venture enterprises engaging in the aforesaid value-added telecom-
munication services mentioned should not exceed 50%. There will be no geographic restriction for the joint
venture enterprises formed by Macao service suppliers. The power to approve and regulate these joint ventures

is exercised by Ministry of Information Industry and competent authorities in charge of telecom at the provincial

level. (www.mii.gov.cn)

PBC to Be Responsible for Money Laundering

A new provision was added to the draft amendment to the Law on People’s Bank prescribing that People’s
Bank of China organizes and coordinates campaign against money laundering across the country, directs and
deploys actions against money laundering in financial field, and supervises suspicious flow of capital. This new
provision is an echo to the division of power among ministries newly decided by the State Council. Early this
year, People’s Bank of China released three regulations to combat money laundering, which have taken effect

as of 1 March 2003 (China Legal Briefing No.14). (www.xinhuanet.com)

SAFE Circular on Payment in Advance

On 9 October 2003, State Administration of Foreign Exchange released Circular on Certain Issues Regarding


http://www.mofcom.gov.cn/
http://www.mii.gov.cn/
http://www.xinhuanet.com/
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Simplifying Examination Procedure for Sale and Purchase of Foreign Exchange for Payment in Advance

(“ORT TR TAT BRI B A o A% T 43 D¢ 1) 8130 %07), which has taken effect as of the date of
promulgation. This circular raises the quota beyond which letter of guarantee is required from USD 30,000 to
USD 200,000. According to the new rules, payment in advance under USD 200,000 will no longer be required to
produce letter of guarantee issued by foreign banks. The importer may directly purchase foreign exchanges from
designated banks by producing contract, verification certificate of payment for importation in foreign exchange
and invoice. Moreover, payment in advance between parent companies and their subsidiaries or between rela-

ted parties is exempted from letter of guarantee. (www.safe.gov.cn)

CSRC Consultation Paper on Senior Management of Securities Companies

On 23 October 2003, China Securities Regulatory Commission published draft Provisions on Administration of
Senior Management and Head of Branches of Securities Companies for comments

(“UEFF A A g8 BN AN 43 SR 47 57 AT 3L/ 53). According to its draft, the candidates for
senior management and head of branches of securities companies shall be examined in terms of their qualifica-
tions by CSRC and its regional offices at the place of branches before they may be appointed. CSRC wiill
establish database recording their working experiences including irregularities and will disclose such informati-
on in an appropriate manner. Furthermore, audit will be conducted where chairman, vice chairman, general

manager, vice general manager, and head of branch leave their positions. (www.csrc.gov.cn)

China's First Law on Civil Servants to Debut

The Internal and Judicial Affairs Committee of the 10th National People's Congress (NPC) has proposed legisla-
tion regarding civil servants. After a 10-year trial of the regulation on civil servants, it is time to draft China's
first law on civil servants. In the first session of the 10th NPC this March, nearly 200 representatives raised six
proposals calling for such legislation. The committee made the proposal after deliberating the bills and conduc-
ting relevant investigations. It also received the written proposal from related governmental departments. In
January of 2001, China's Ministry of Personnel established a special working group responsible for drafting the
law on civil servants jointly with other related departments. The almost completed draft law is now under revi-

sion by the related governmental departments. (www.xinhua.com)


http://www.safe.gov.cn/
http://www.csrc.gov.cn/
http://www.xinhua.com/
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2. Local

Shenzhen Stock Exchange Guidelines for Relationship towards Investors

On 21 October 2003, Shenzhen Stock Exchange released Guidelines for Management of Relationship between
Listed Companies and Investors (“_I- 17 24w $5 5% 7 5% & & B 517). The striking point of the document is
that the concept of voluntary information disclosure is introduced, which means that listed companies may
disclose voluntarily more than required by laws and regulations. The guidelines also set rules for other relation-
ship activities relating to shareholder’s meeting, website, analyst’s meeting, statement of performance, road

show, person to person communication, on-site visit, telephone enquiry. (www.sse.org.cn)

Shanghai Futures Exchange’s New Articles of Association and Rules

On 20 October 2003, Shanghai Stock Exchange published revised Articles of Association of Shanghai Futures
Exchange(*_LiF I 5% 42 5 2 F4””) and Rules of Trading of Shanghai Futures Exchange

(“_LHFIH TR 5 BT AL S5 FEN)7), which will take effect as of November 1. The changes to the Articles of Asso-
ciation include enhancing risk management for settlement and supervision over banks of settlement, and intro-
duction of the concept of special membership. In the revised Rules, the restriction on duplicate use of quotas for

hedging is removed. (www.chinalawinfo.com)

© Wenger Vieli Belser, Beijing, October 24, 2003
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COMPETENT PROFESSIONAL ADVISOR. WENGER VIELI BELSER, THE AUTHOR, CONSULTANT OR GENERAL EDITOR OF THIS
PUBLICATION EXPRESSLY DISCLAIM ALL AND ANY LIABILITY AND RESPONSIBILITY TO ANY PERSON, WHETHER A FUTURE CLIENT OR
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