ANNEX - ANNUAL SECTORAL REPORT

Chapter 3: Services


	Chapter 3 (b:3) : Communication Services:  Telecommunications

	Section
	Improvement Implemented Since Last IAP
	Current Entry Requirements 
	Further Improvements Planned

	Operational Requirements


	· There are 6 backbone enterprises operating basic telecommunication services, and about 20,000 enterprises operating paging and value-added telecommunications service in China up to June, 2006.

· The draft of Telecommunications Law of the People’s Republic of China is under review by the State Council.

	N.A
	None

	Licensing and Qualification Requirements of Service Providers


	None
	- In order to operate basic telecommunication services, the following conditions shall be met:

1. The operator shall be a legal person that specializes in basic telecommunication services and in which the State-owned equity is no less than 51%;

2. It shall have a feasibility study and technical plan regarding to the network formulations;

3. It shall have funds and specialized personnel commensurate with its proposed business activities;

4. It shall have a venue and the corresponding resources to carry out its operations;

5. It shall be capable of providing long-term services to its subscribers.

- To operate value-added telecommunication services, the following conditions shall be met:

1. The operator shall be legal person;

2. It shall have funds and specialized personnel commensurate with the business activities to be developed;

3. It shall be capable of providing long-term services to subscribers.

According to the Provisions on Administration of Foreign-Invested Telecommunication Enterprises, the major Chinese investor of a foreign-invested telecommunications enterprise providing basic telecommunication services shall meet the following conditions:

1. It shall be a legal person;

2. It shall have the funds and professionals commensurate with its business operations;

3. It shall be in accordance with due diligence and the requirements for special industry as stipulated by the State Council.

The major Chinese investor of a foreign-invested telecommunication enterprise refers to the largest investor whose investment amount is the largest among all the Chinese investors and accounts for 30% or more of the total Chinese investment.

- The major foreign investor of a foreign-invested telecommunication enterprise providing basic telecommunication services shall meet the following conditions:

1. It shall be a legal persons;

2. It shall have obtained the license for providing basic telecommunication services;

3. It shall have the funds and professionals commensurate with its business operations;

4. It shall have a good performance record and experiences in providing basic telecommunication services.

The major foreign investor of a foreign-invested telecommunication enterprise refers to the largest investor whose investment amount is the largest among all the foreign investors and accounts for 30% or more of the total investment made by all the foreign investors.

- The major foreign investor in a foreign-invested telecommunication enterprise providing value-added telecommunication services shall have a good performance record and experiences in providing value-added telecommunication services.

	None

	Foreign Entry


	· 28 applications for foreign-invested telecommunication enterprise operating value-added telecommunication services have been received up to June, 2006, among which 14 applications have been granted Examination on Foreign Investment in Telecommunication Services Provision, and 5 of the 14 applications have been issued Telecommunication Service Operating License.

· Value-added Services, Paging service: geographic restriction has been removed.

Mobile Voice and Data Services: the areas open to foreign investors has been expanded to include services in and between the cities of Shanghai, Guangzhou, Beijing, Chengdu, Chongqing, Dalian, Fuzhou, Hangzhou, Nanjing, Ningbo, Qingdao, Shenyang, Shenzhen, Xiamen, Xi’an, Taiyuan and Wuhan and foreign investment has been expanded to no more than 49 per cent.

Domestic Services and International Services: the opening areas has been expanded to include services in and between Chengdu, Chongqing, Dalian, Fuzhou, Hangzhou, Nanjing, Ningbo, Qingdao, Shenyang, Shenzhen, Xiamen, Xi’an, Taiyuan and Wuhan.


	Only the joint ventures with Chinese operator are permitted. The proportion of foreign investment in the join venture shall be dealt with respectively according to the following circumstances,

Value-added Services: foreign investment shares shall be no more than 50 per cent.

Basic Telecommunication Services:
· Paging Services: foreign investment shares shall be no more than 50 per cent.

· Mobile Voice and Data Services: foreign investment shares shall be no more than 49 per cent.

· Domestic Services and International Services: the opening areas has been expanded to include services in and between Chengdu, Chongqing, Dalian, Fuzhou, Hangzhou, Nanjing, Ningbo, Qingdao, Shenyang, Shenzhen, Xiamen, Xi’an, Taiyuan and Wuhan. And foreign investment shares shall be no more than 35 per cent.
	Next year, there will be no geographic restriction and foreign investment shall be no more than 49 per cent in Domestic Services and international Services.



	Discriminatory Treatment/

MFN


	None
	None
	None


