
	 CHAPTER 4: INVESTMENT

	Objective

APEC economies will achieve free and open investment in the Asia-Pacific region by:

a. liberalizing their respective investment regimes and the overall APEC investment environment by, inter-alia, progressively providing for MFN treatment and national treatment and ensuring transparency; 

b. facilitating investment activities through, inter-alia, technical assistance and cooperation, including exchange of information on investment opportunities; and,

c. implementing and maintaining standards  consistent with the APEC Leaders’ Transparency Standards.



	Guidelines
Each APEC economy will:

a.          progressively reduce or eliminate exceptions and restrictions to achieve the above objective, using as an initial framework the WTO Agreement, the APEC Non-Binding Investment Principles, the APEC Leaders’ Transparency Standards, any other international agreements relevant to that economy, and any commonly agreed guidelines developed in APEC including the Menu of  Options for Investment Liberalization and Business Facilitation;
b. 
seek to expand APEC’s network of bilateral and regional investment agreements and contribute to multilateral work on investment;

c.
facilitate investment flows within the Asia-Pacific region through promoting awareness of investment opportunities, undertaking capacity building and technical cooperation activities, and implementing measures such as those in the Menu of Options; and

d. 
examine ways to incorporate new investment forms and activities for the economic development of the Asia-Pacific region including investment forms and activities that support the new economy. 


	Collective Actions
APEC economies will:

1.
Transparency

Short-term

a.
Increase the transparency of APEC investment regimes by:

(i)
Updating the APEC Guidebook on Investment Regimes;

(ii)
Establishing software networks on investment regulation and investment opportunities;

(iii)
Improving the state of statistical reporting and data collection; 
(iv) Increasing understanding among member economies on investment policy-making issues; and

(v) Fully implementing and maintaining the APEC Leaders’ Transparency Standards.

2.
Policy Dialogue

Short-term

b.
Promote dialogue with the APEC business community on ways to improve the APEC investment environment.

c.
Continue a dialogue with appropriate international organizations dealing with global and regional investment issues.

3.
Study and Evaluation

Short-term

d.
Define and implement follow-on training to the WTO implementation seminars;
e.
Undertake an evaluation of the role of investment liberalization in economic development in the Asia-Pacific region.

f.
Study possible common elements between existing subregional arrangements relevant to investment.

Medium-term

g.
Refine APEC’s understanding of free and open investment.

Long-term

h.
Assess the merits of developing an APEC-wide discipline on investment in the light of APEC’s own progress through the medium-term, as well as developments in other international fora.
i.
Study the advantages and disadvantages of creating investment rules – bilateral, regional, or multilateral – with a view to fostering a more favorable investment environment in the Asia- Pacific region.
4.
Facilitation

Short-term and continuing
j.
Undertake practical facilitation initiatives by:

(i)
Progressively working towards reducing impediments to investments including those investments related to e-commerce;

(ii)
Undertaking the business facilitation measures to strengthen APEC economies; and

(iii)
Initiating investment promotion and facilitation activities to enhance investment flow within APEC economies.

5. Economic and Technical Cooperation

Short-term

k.
Identify ongoing technical cooperation needs in the Asia-Pacific region and organize training programs which will assist APEC economies in fulfilling APEC investment objectives.

6. Capacity Building Initiatives

l.
Undertake new activities that contribute to capacity building.

7. Menu of Options

m.
Ongoing improvement of the Menu of Options.
The current CAP relating to investment can be found in the Investment Collective Action Plan.


	Hong Kong, China’s Approach to Investment in 2006

Hong Kong, China is dedicated to the realisation of the Bogor goals of free and open trade and investment.  The Government’s work programme on investment makes reference to the “menu of options” on investment liberalisation and business facilitation, cutting across a broad spectrum of policy measures to enhance transparency, facilitate business, protect investments and improve regulatory efficiency, etc.

Since its inception in July 2000, Invest Hong Kong, the dedicated inward investment promotion agency, has strengthened its staff resources and activities.  The agency adopts a focused and proactive strategy to promote inward investment in Hong Kong.

One of the focuses of our investment work programme is to facilitate the healthy development of small and medium enterprises (SMEs) in a globalized economy.  The Government has been operating various funding schemes for SMEs since end-2001.  These schemes aim to facilitate SMEs to secure bank loans for business and equipment installations and as working capital, support their participation in export marketing events, fulfil their training needs, and enhance their competitiveness.  Subsequent to a comprehensive review of the schemes, improvement measures were introduced to individual funding schemes in February/March 2003.



	Hong Kong, China’s Approach to Investment Measures in 2006

	Section
	Improvements Implemented Since Last IAP
	Current Investment Measures Applied
	Further Improvements Planned

	General Policy Framework

	Hong Kong, China signed IPPA with Thailand in 2005.  [Menu No. 1.09]
	Hong Kong, China has one of the world’s most open and liberal investment regimes.  The Government firmly believes in, and supports, a free market economy and investment liberalisation.  In general, there are no special legislation, regulations or administrative guidelines governing the admission and establishment of foreign investment in Hong Kong.  There are also no restrictions on foreign exchange transactions, capital movement, or repatriation of capital and returns related to foreign investments.  [Menu No. 1.02]

Hong Kong, China offers a level playing field to all investors.  We have not sought any most-favoured nation exemption under the WTO General Agreement on Trade in Services.  For prudential reasons, there are a few national treatment restrictions in the banking and broadcasting services sectors.  [Menu No. 3.01, 3.04]

Hong Kong, China has signed 15 bilateral investment promotion and protection agreements (IPPAs) with its economic partners, namely Australia, Austria, Belgium/Luxembourg, Denmark, France, Germany, Italy, Japan, Korea, the Netherlands, New Zealand, Sweden, Switzerland, Thailand and the United Kingdom.  [Menu No. 1.09]

Invest Hong Kong adopts a focused and proactive strategy in attracting inward investment in Hong Kong.  It offers solution-oriented investment promotion, facilitation, and aftercare services to foreign investors.  [Menu No. 13.03]

More information on Hong Kong, China’s investment regime can be found at the website of Invest Hong Kong at http://www.InvestHK.gov.hk and from the APEC Investment Guidebook at http://www.apec.org/apec/apec_groups‌/committees/‌committee_on_trade/investment_experts.downloadlinks.0002.LinkURL.Download.ver5.1.9. 

The contact point for further information is:

Trade and Industry Department

Tel: (852) 2398 5354; Fax: (852) 2789 9761

E-mail: e_reg@tid.gov.hk

	Short/Medium Term (2007 ‑ 2009)

To initiate new IPPA negotiations as appropriate.  [Menu No. 1.09]

Short/Medium/Long Term (2007 ‑ 2010)

Continue to explore ways to further our commitments on investment liberalisation and business facilitation, making reference to the “menu of options”.

Continue to develop and implement new initiatives for promoting inward investment in Hong Kong.  [Menu No. 13.03]

	Transparency
Implement APEC 

Leaders’ Transparency 

Standards on 

Investment(  


	Hong Kong, China’s investment regime remains highly transparent.
	Hong Kong, China’s investment regime is highly transparent and has fully met the APEC Leaders’ Transparency Standards on Investment.  For example, information on major policy initiatives, government programmes and services of interest to investors is widely publicized.  Investment-related laws, regulations, notices, administrative guidelines, as well as licensing procedures are made publicly available, including through the use of the Internet.  [Menu No. 2.01, 2.02, 2.05, 2.06]

Under the Code on Access to Information which came into force since 1995, the Government is obliged to provide, routinely or on request, information about the services it provides and explain policy initiatives and decisions that affect individuals and the community as a whole.  [Menu No. 2.06]

Information on Hong Kong’s investment regime has been incorporated in the APEC Investment Guidebook (its 5th edition was published in August 2003).  Hong Kong, China also occasionally presents updated information on its investment regime in various international fora.  [Menu No. 2.01, 2.04]

The contact point for further information is:

Trade and Industry Department

Tel: (852) 2398 5354; Fax: (852) 2789 9761

E-mail: e_reg@tid.gov.hk

	Short/Medium/Long Term (2007 ‑ 2010)

Continue to make laws, regulations and administrative procedures transparent, and facilitate public access through electronic means.  [Menu No. 2.01, 2.02, 2.05, 2.06]
To contribute to updating the APEC Investment Guidebook and share the latest developments on Hong Kong, China’s investment regime in various international fora.  [Menu No. 2.01, 2.04]

	Non-discrimination

	Hong Kong, China continues to adhere to the principles of fairness and non-discrimination and maintains a level playing field for foreign and local investors.

	Hong Kong, China maintains a level playing field for foreign and local investors.  We have made no most-favoured-nation treatment exemptions in relation to the establishment, expansion and operation of foreign investments which are relevant to the services supply through commercial presence under the WTO General Agreement on Trade in Services.  [Menu No. 3.01, 3.04]

For prudential reasons, a few national treatment exceptions apply in the banking and broadcasting services sectors.  These restrictions are subject to constant review by the Government, and have been progressively relaxed.  For example, the voting control by unqualified persons (who are not ordinarily resident in Hong Kong) in broadcasting entities was relaxed in 2000.  Moreover, the branching restrictions applicable to banks incorporated outside Hong Kong were completely lifted in November 2001.  As a result, these banks are allowed to operate as many branches in Hong Kong as they wish to.  [Menu No. 3.01, 3.04]

The contact point for further information is:

Trade and Industry Department

Tel: (852) 2398 5354; Fax: (852) 2789 9761

E-mail: e_reg@tid.gov.hk

	Short/Medium/Long Term (2007 ‑ 2010)

Continue to review remaining restrictions with a view to removing or relaxing them.  [Menu No. 3.07]

	Expropriation and Compensation


	Not applicable.
	Article 105 of the Basic Law of the HKSAR protects the right of individuals and legal persons to the acquisition, use, disposal and inheritance of property and their right to compensation for lawful deprivation of their property.  Such compensation shall correspond to the real value of the property concerned at the time and shall be freely convertible and paid without undue delay.  The Article further stipulates that ownership of enterprises and the investments from outside the HKSAR shall also be protected.  [Menu No. 4.01]

Protection from expropriation and provisions on compensation are provided for in all the 15 IPPAs that Hong Kong, China signed with its major economic partners.  [Menu No. 4.02]

The contact point for further information is:

Trade and Industry Department

Tel: (852) 2398 5354; Fax: (852) 2789 9761

E-mail: e_reg@tid.gov.hk

	No further actions required.

	Protection from Strife
 and Similar Events


	Not applicable.
	Article 105 of the Basic Law of the HKSAR stipulates that the ownership of enterprises and the investments from outside the Region shall be protected by law.  There are provisions in all the 15 IPPAs that Hong Kong, China signed with its major economic partners obligating a contracting party to compensate, on a national treatment and most-favoured nation basis, investors of the other contracting party whose investments suffer losses owing to war or other armed conflicts.  [Menu No. 5.01]

The contact point for further information is:

Trade and Industry Department

Tel: (852) 2398 5354; Fax: (852) 2789 9761

E-mail: e_reg@tid.gov.hk

	No further actions required.

	Transfers of capital related to investments

	Not applicable.
	Investors enjoy free transfer of investments and returns in Hong Kong.  Article 112 of the Basic Law of the HKSAR stipulates that the HKSAR Government shall safeguard the free flow of capital within, into and out of Hong Kong.  [Menu No. 6.03]

In addition, the 15 IPPAs that Hong Kong, China signed with its major economic partners guarantee to investors of the contracting parties free transfer of investments and returns abroad.  Such transfers shall be made without delay in freely convertible currency and be based on the exchange rate applicable on the date of transfer.  [Menu No. 6.01, 6.02]

The contact point for further information is:

Trade and Industry Department

Tel: (852) 2398 5354; Fax: (852) 2789 9761

E-mail: e_reg@tid.gov.hk

	No further actions required.

	Performance Requirements

	Not applicable.
	Investors in Hong Kong are not subject to any performance or local content requirements.  Hong Kong, China maintains no trade-related investment measures required to be notified under the WTO Agreement on Trade-Related Investment Measures.

The contact point for further information is:

Trade and Industry Department

Tel: (852) 2398 5354; Fax: (852) 2789 9761

E-mail: e_reg@tid.gov.hk

	No further actions required.

	Entry and Stay of Personnel

	Introduced the Automated Passenger Clearance and Automated Vehicular Systems in phases since December 2004 at control points.  [Menu No. 8.02]
Extended automated immigration clearance facilities to certain types of temporary residents of Hong Kong.  [Menu No. 8.02]
	Hong Kong, China maintains a liberal policy of granting short term business entry as well as entry and temporary stay of natural persons for employment, investment or establishing a business in Hong Kong.  [Menu No. 8.01]

A Travel Pass Scheme and the APEC Business Travel Card Scheme to which Hong Kong, China is a party have been in operation since 1998.  These schemes help facilitate frequent business travellers in moving into or out of Hong Kong.  [Menu No. 8.02]

For more details and information on contact points, please refer to Chapter 13 (Mobility of Business People) of Hong Kong, China’s IAP.

	Short/Medium/Long Term (2007 ‑ 2010)

To conduct reviews of our policies and visa arrangements regularly for short term business entry, employment or investment; and make improvements where appropriate.  [Menu No. 8.01]

To enhance the computer system with a view to speeding up the immigration clearance procedures for visitors including business visitors.  [Menu No. 8.02]

To further simplify immigration clearance procedures for temporary residents in order to facilitate their travelling into and out of Hong Kong.  [Menu No. 8.02] 
To consider extending automated immigration clearance facilities to frequent visitors travelling on HKSAR Travel Passes and temporary residents of Hong Kong.  [Menu No. 8.02]

To commission the operation of new land and sea control points in order to facilitate travel of people and vehicular traffic.  [Menu No. 8.02]
To extend the Frequent Visitor Card (FVC) Scheme to minors of age 12 or below at the Hong Kong International Airport to facilitate entry clearance of FVC holders.  [Menu No. 8.02]


	Settlement of Disputes

	Hong Kong, China continues to follow the WTO disputes settlement mechanisms to settle trade disputes with other governments. 

	The Mainland and Hong Kong Closer Economic Partnership Arrangement provides for the two sides to resolve their disputes under the Arrangement through bilateral consultation.

Investors can avail themselves of a number of avenues to settle investment disputes through consultations, mediation or arbitration with the Government as well as private entities in Hong Kong:

· The International Convention on the Settlement of Investment Disputes between States and Nationals of Other States (Washington Convention) and the Convention on the Recognition and Enforcement of Foreign Arbitral Awards (New York Convention) are applicable to Hong Kong, China.  [Menu No. 9.02]

· All the 15 IPPAs that Hong Kong, China have signed with its economic partners provide for, among other things, a mechanism to settle investment disputes with the private entities of the other contracting party through consultations and arbitration under international rules.  [Menu No. 9.01]

· The Arbitration Ordinance provides a comprehensive framework for arbitration procedures, and enforcement of arbitral agreements/awards.  Domestic and international arbitral awards are enforceable in the same way as a domestic judgement with the leave of the court.  [Menu No. 9.01]

· The Hong Kong International Arbitration Centre (HKIAC) (website: http://www.hkiac.org) provides services and facilities in arbitration, mediation and conciliation for disputes between private parties.  Its services are available to any parties in a commercial dispute, irrespective of their nationalities, who have agreed to submit their dispute to HKIAC.  It operates the Hong Kong Office of the Asian Domain Name Dispute Resolution Centre, one of four domain name dispute resolution providers appointed (in December 2001) by the Internet Corporation for the Assignment of Names and Numbers to provide domain dispute resolution services with regard to general top level domain names (gTLDs).  HKIAC is also a provider of dispute resolution services for .cn domain names, and a sole provider of dispute resolution services for .hk domain names.

For more details and information on contact points, please refer to Chapter 12 (Dispute Mediation) of Hong Kong, China’s IAP.

	Short/Medium/Long Term (2007 ‑ 2010)

To review regularly the existing avenues and procedures for dispute settlement with a view to improving them further.  [Menu No. 9.01]

	Intellectual Property

	The Copyright (Amendment) Bill 2006 was submitted to the Legislative Council for consideration in March 2006 with a view to achieving a right balance between enhancing the protection for copyright owners while affirming fair and legitimate use of copyright works by certain sectors of the public.  [Menu No. 10.03] 

Interactive services for renewal and recordal of change of name/address were rolled out in November 2005 and February 2006 respectively.  [Menu No. 13.02]
On-line search system was enhanced to provide search criteria of “live” or “dead” marks in October 2005.  
	An intellectual property (IP) protection and enforcement regime based on a legal framework and related administrative and judicial systems is in place.  The regime provides comprehensive protection to different types of IP including trade marks, patents, copyright, designs, integrated circuit designs and plant varieties.  [Menu No. 10.01]

Hong Kong, China’s IP legal framework is fully compatible with all its obligations under the WTO Agreement on Trade-Related Aspects of Intellectual Property Rights.  [Menu No. 10.02]

Hong Kong, China constantly reviews our legislation to ensure effective IP protection.  [Menu No. 10.03]
More information can be found in Chapter 7 (Intellectual Property Rights) of Hong Kong, China’s IAP.

The contact point for further information is:

Assistant Director (Advisory)

Intellectual Property Department

Tel: (852) 2961 6802; Fax: (852) 2838 6276

E-mail: enquiry@ipd.gov.hk
	Short/Medium/Long Term (2007 ‑ 2010)

Continue to review and, as appropriate, improve IP laws in the light of international trends and new technology.  [Menu No. 10.01]

To revise and provide effective criminal remedies for copyright infringement and counterfeit trade marks; and continue to enforce criminal remedies.  [Menu No. 10.03]

Continue to maintain adequate and effective civil administrative procedures and remedies and expand and adapt them as necessary.  [Menu No. 10.03]

To provide practical advice and support on protection of IP rights to different user groups.  [Menu No. 10.03]

To roll out interactive electronic services to enable real time recordal of change of assignments and assents, etc for providing deeper and broader electronic services.  [Menu No. 13.02]

Continue to enhance the on-line search system to facilitate registration of IP rights.


	Avoidance of Double Taxation

	No changes took place.
	Hong Kong, China has concluded specific bilateral taxation relief arrangements on shipping income (with Germany, the Netherlands, the United Kingdom and the United States) and similar arrangements on airline income (with Bangladesh, Belgium, Canada, Denmark, Estonia, Germany, Israel, Korea, Mauritius, the Netherlands, New Zealand, Norway, Russia, Sweden and the United Kingdom).  [Menu No. 11.01]

In 1998, Hong Kong, China reached an understanding with Mainland China on tax relief for airline and shipping companies, and for avoidance of other cases of double taxation between Hong Kong, China and Mainland China.  [Menu No. 11.01]

The contact point for further information is:

Commissioner’s Unit

Inland Revenue Department

Tel: (852) 2594 5312; Fax: (852) 2877 1082

E-mail: ada_sm_leung_lam@ird.gov.hk

	Short/Medium/Long Term (2007 ‑ 2010)

To seek to negotiate comprehensive bilateral double taxation agreements with our trading partners.  [Menu No. 11.01]

	Competition Policy and Regulatory Reform

	Competition Policy

COMPAG has been working together with the business sector with a view to establishing sector-specific codes of conduct or self-regulation mechanism based on the guidelines for voluntary compliance by the trade concerned.  [Menu No. 12.01]

COMPAG continued to review various competition-related policies and practices.  [Menu No. 12.01]
Regulatory Reform

Set up BFAC in January 2006 to further the business facilitation efforts of the former EEC.  [Menu No. 13.02]

Sector-specific reviews have been initiated, with priority on those regulatory frameworks affecting the construction, real estate, retail, entertainment and food business sectors.  Task forces have been set up with the involvement of concerned industry representatives to provide trade inputs.  [Menu No. 13.02]
	Competition Policy

Hong Kong, China is fully committed to the promotion of free trade and competition.  We subscribe to the basic economic philosophy of minimum government intervention in market forces.  We have taken a sector-specific approach in promoting competition in the economy.  Where necessary, the Government will adopt pragmatic measures to address unfair business practices, safeguard competition and protect consumer interests.

The Competition Policy Advisory Group (COMPAG), established in 1997, provides a dedicated and high-level forum to competition-related policy issues and to examine the extent to which the Government, public and private bodies should seek to introduce pro-competitive measures in the interest of economic efficiency.  The Policy Statement on Competition, in place since 1998, sets out the objectives of promoting competition and providing pointers for observance.  COMPAG has promulgated in 2003 a set of competition guidelines to provide pointers with objective benchmarks and principles to assess Hong Kong’s overall competitive environment; to define and tackle anti-competitive practices; as well as to ensure consistent application of Hong Kong’s competition policy across sectors.  [Menu No. 12.01]

The Government announced in 2005 the appointment of a Competition Policy Review Committee (CPRC) by COMPAG to review the existing competition policy and the composition, terms of reference and operations of COMPAG to ensure that the competition policy caters for present day's circumstances and meet the needs of time to enable Hong Kong, China to maintain its competitive edge.  [Menu No. 12.01]

More information can be found in Chapter 8 (Competition Policy) of Hong Kong, China’s IAP and at http://www.compag.gov.hk/about/.

The contact point for further information is:

A Division

Economic Development Branch

Economic Development and Labour Bureau

Tel: (852) 2810 2163; Fax: (852) 2524 9397

Regulatory Reform

Our regulatory measures serve mainly to provide prudential supervision, ensure safety, protect consumer interests, and encourage investment.  The Government has been embarking on a business facilitation programme with the main aim of making Hong Kong, China a genuinely friendly place for both local and overseas businesses.  

The business facilitation initiatives are taken forward under the overall steer of the Business Facilitation Advisory Committee (BFAC), which was set up in January 2006 to further the business facilitation efforts of the former Economic and Employment Council (EEC).  BFAC comprises representatives from the business, academic and professional sectors, legislators and senior government officials from relevant government bureaux.  It advises and reports to the Financial Secretary the development and implementation of programmes and measures to facilitate business.  Task forces are set up under BFAC to conduct sector-specific reviews on the regulatory regimes.  The regulatory reviews aim to cut red tape, eliminate outdated or burdensome regulations and enhance the business-friendliness of government services so as to facilitate business.  [Menu No. 13.02]

More information can be found in Chapter 10 (Deregulation/Regulatory Review) of Hong Kong, China’s IAP.

The contact point for further information is:

Business Facilitation Division 

Economic Analysis and Business Facilitation Unit

Financial Secretary’s Office

Tel: (852) 2810 3691; Fax: (852) 2537 7566

E-mail: eabfu@fso.gov.hk

	Competition Policy

Short/Medium/Long Term (2007 ‑ 2010)

Continue to introduce pro- competitive measures in various sectors of the economy.  [Menu No. 12.01]

To examine the report of CPRC and consider an appropriate way forward for Hong Kong’s competition policy.  [Menu No. 12.01]

Regulatory Reform

Short/Medium Term (2007 ‑ 2009)

Continue to undertake business facilitation reviews and related initiatives to cut red tape, deregulate and reduce the cost of compliance.  [Menu No. 13.02]

Short/Medium/Long Term
(2007 ‑ 2010)

Continue to review the business-related regulatory activities to identify opportunities for deregulation.  [Menu No. 13.02]

	Business Facilitating Measures to Improve the Domestic Business Environment

	No changes took place. 

	Investment Promotion

Invest Hong Kong adopts a focused and proactive approach in providing assistance to corporations or individuals looking for direct investment opportunities or having invested in Hong Kong.  It offers solution-oriented investment promotion, facilitation, and aftercare services.  [Menu No. 13.03]

Additional information on the operation of Invest Hong Kong can be found at http://www.InvestHK.gov.hk.

The contact point for further information is:

Invest Hong Kong

Tel: (852) 3107 1000; Fax: (852) 3107 9007

E-mail: enq@InvestHK.gov.hk

Services to Assist Small and Medium Enterprises (SMEs)

The Small and Medium Enterprises Office was established in April 1999 to coordinate efforts being undertaken by the public sector to assist SMEs.  The Office advises on the range of services provided to SMEs by Government departments and major industry support organisations, and helps develop policy initiatives and programmes to enhance the competitiveness of SMEs and their long term development.  In November 2001, the Support and Consultation Centre for SMEs (SUCCESS) came into operation to provide SMEs and business starters with a comprehensive range of information, advice and facilities under one roof.  [Menu No. 13.05, 13.06]

Apart from the "Meet-the-Advisors" Business Advisory Service, SUCCESS also provides facilities like a reference library, computer workstations which provide free access to the Internet and electronic databases, and an area hosting mini seminars and workshops.  SUCCESS also maintains two websites, namely, Virtual SME Information Centre (http://www.sme.gcn.gov.hk/smeop/english/‌index.cfm) and Business Licence Information Service (http://www.licence.tid.gov.hk).  The former allows SMEs and business starters to search for information about SME support services and activities in Hong Kong whereas the latter provides detailed information about licensing requirements for business operation in Hong Kong and allows downloading of licence application forms if necessary.

SMEs may avail of different government funding schemes to develop their business.  More information on these schemes can be found at http://www.smefund.tid.gov.hk.  [Menu No. 13.06]

The contact point for further information is:

Industrial Support Division

Trade and Industry Department

Tel: (852) 2398 5133; Fax: (852) 2737 2377

E-mail: smeenq@tid.gov.hk

	Investment Promotion

Short/Medium/Long Term (2007 ‑ 2010)

Continue to develop and implement new initiatives for promoting inward investment in Hong Kong.  [Menu No. 13.03]

Services to Assist SMEs

Short/Medium Term (2007 ‑ 2009)

Continue to implement recommendations made by the SME Committee and other new initiatives to support the development of SMEs as appropriate.  [Menu No. 13.06]

	Other Investment Measures


	Not applicable.
	Not applicable.
	Not applicable.


	Improvements in Hong Kong, China’s Approach to Investment Measures since 1996

	Section
	Position at Base Year (1996)
	Cumulative Improvements Made to Date

	General Policy Framework

	Hong Kong’s investment regime was highly open and liberal.  There were generally no special legislation, regulations or administrative guidelines governing the admission and establishment of foreign investment in Hong Kong.  There were also no restrictions on foreign exchange transactions, capital movements, or repatriation of capital and returns.

By end 1996, Hong Kong had signed 11 bilateral investment promotion and protection agreements (IPPAs) with its economic partners, namely Australia, Austria, Belgium/Luxembourg, Denmark, France, Germany, Italy, the Netherlands, New Zealand, Sweden and Switzerland.

	Hong Kong, China is dedicated to the realisation of the Bogor goals.  The Government’s work programme on investment makes reference to the “menu of options” on investment liberalisation and business facilitation, cutting across a broad spectrum of policy measures to enhance transparency, facilitate business, protect investments and improve regulatory efficiency, etc.

Hong Kong, China has signed 4 more IPPAs (with Japan, Korea, Thailand and the United Kingdom respectively) since 1997.

Established Invest Hong Kong, a new Government department, on 1 July 2000 to strengthen our investment promotion services.  Since then, the agency has been expanding its services and staff resources in promoting inward investment in Hong Kong.  It formulated promotion strategy in respect of regional headquarters operations as well as nine sectors in which Hong Kong, China has comparative advantages.  (2000 - 2002 IAPs)

The Mainland and Hong Kong Closer Economic Partnership Arrangement, signed on 29 June 2003, provides for enhanced market access opportunities for goods and specific service sectors and seeks to promote co-operation in trade and investment facilitation measures.  (2003 IAP)


	Transparency
Implement APEC Leaders’ 

Transparency Standards on 

Investment(  


	Hong Kong’s investment regime was highly transparent. Investment-related laws, regulations, administrative guidelines as well as licensing procedure were published or otherwise made publicly available.

Under the Code on Access to Information which had been in force since 1995, the Government was obliged to provide, routinely or on request, information about the services it provided, and explain policy initiatives and decisions that affect individuals and the community as a whole.

A succinct description of Hong Kong’s investment regime was incorporated in the 3rd edition of the APEC Investment Guidebook published in July 1996.

Hong Kong, China’s investment regime was highly transparent and has fully met the APEC Leaders’ Transparency Standards on Investment since 2003. *

	Investment-related laws, regulations, notices, administrative guidelines, licensing procedures and bilateral investment promotion and protection agreements are now generally accessible on the Internet.

Hong Kong, China presented its investment regime in the Policy Discussion Forum of the Investment Experts Group meeting held in October 1997.  (1997 IAP)

The chapter on Hong Kong, China in the APEC Investment Guidebook had been updated, and the 4th and 5th editions were released respectively in 1999 and 2003.  (2000 & 2003 IAPs)

	Non-discrimination

	Hong Kong maintained a level playing field for foreign and local investors.  We made no most-favoured-nation treatment exemptions in relation to the establishment, expansion and operation of foreign investment under the WTO General Agreement on Trade in Services.  For prudential reasons, a few national treatment exceptions applied in the banking and broadcasting services sectors.

	Relaxed the incremental steps requiring the Broadcasting Authority’s approval in respect of voting control by unqualified voting controllers (who are not ordinarily resident in Hong Kong).  (2000 IAP)

The branching restrictions (imposed on prudential ground to avoid excessive competition in the retail banking market) applicable to banks incorporated outside Hong Kong were completely lifted in November 2001.  As a result, these banks are allowed to operate as many branches in Hong Kong as they wish to.  (2002 IAP)


	Expropriation and Compensation

	There had been no incident of expropriation.  IPPAs then in force provided that deprivation of investments should not be made unless this was done lawfully, for a genuine need and against proper compensation.

	Article 105 of the Basic Law of the HKSAR protects the right of individuals and legal persons to the acquisition, use, disposal and inheritance of property and their right to compensation for lawful deprivation of their property.

	Protection from Strife and Similar Events

	There were provisions in IPPAs which obligated a contracting party to compensate, on a national treatment and most-favoured-nation basis, investors of the other contracting party who had suffered losses due to war of other armed conflicts.

	Article 105 of the Basic Law of the HKSAR protects the right of individuals and legal persons to the acquisition, use, disposal and inheritance of property and their right to compensation for lawful deprivation of their property.

	Transfers of Capital Related to Investments

	Investors enjoyed free transfer of investments and returns in Hong Kong.  IPPAs guaranteed to investors of the other contracting party free transfer of investments and returns abroad, on a non-discriminatory basis and without delay.  Such transfers should be made in freely convertible currency and be based on the exchange rate that applied on the date of transfer.

	Article 112 of the Basic Law of the HKSAR stipulates that the HKSAR Government shall safeguard the free flow of capital within, into and out of Hong Kong.

	Performance Requirements


	Investors in Hong Kong were not subject to any performance or local content requirements.

	No further actions required.

	Entry and Stay of Personnel

	Hong Kong maintained a liberal policy of granting short-term business entry as well as entry and temporary stay of natural persons for employment or establishing a business in Hong Kong.

	A Travel Pass Scheme was introduced in January 1998 to speed up immigration clearance of frequent visitors.  The eligibility criteria of the Travel Pass were relaxed in 2002 to enhance business travellers’ travel convenience to Hong Kong.  Hong Kong, China also joined the APEC Business Travel Card Scheme in 1998, which made it more convenient for frequent business travellers to move across APEC economies.  (1998 & 2002 IAPs)

Implemented streamlined procedures to process applications for intra-company transfer of executives and senior managers and adopted a liberal approach in issuing multiple journey visit visas.  (2000 IAP)

An on-screen form filling feature at Internet website has been installed to enable applicants to input all personal data and required information on visa /entry permit application forms before downloading for signature and manual submission of applications.  To shorten the processing time of visit visa, application forms and documents submitted by fax and followed by originals will be accepted.  (2003 & 2004 IAPs)

Implemented since February 2004 a Frequent Visitor Card (FVC) Scheme at the Hong Kong International Airport to facilitate entry clearance of FVC holders, i.e. bona fide frequent visitors, at the designated counters.  (2004 IAP)

Introduced the Automated Passenger Clearance and Automated Vehicular Systems in phases since December 2004 at control points.  (2005 IAP)

Extended automated immigration clearance facilities to certain types of temporary residents of Hong Kong.  (2006 IAP)

More information can be found in Chapter 13 (Mobility of Business People) of Hong Kong, China’s IAP.


	Settlement of Disputes

	Investors could avail themselves of a number of avenues to settle investment disputes through consultations, mediation or arbitration with Hong Kong Government as well as private entities in Hong Kong:

· The International Convention on the Settlement of Investment Disputes between States and Nationals of Other States (ICSID) and the Convention on the Recognition and Enforcement of Foreign Arbitral Awards (New York Convention) were applicable to Hong Kong.
· The IPPAs then in force provided for, among other things, a mechanism to settle investment disputes with the private entities of the other contracting party through consultations and arbitration under international rules.

· The Arbitration Ordinance provided a comprehensive framework for arbitration procedures, enforcement of arbitral agreements and arbitral awards.
	Hong Kong, China has signed 4 more IPPAs (with Japan, Korea, Thailand and the United Kingdom respectively) since 1997.  A total of 15 IPPAs have been signed to date.

Amended the Arbitration Ordinance to make it easier to enforce arbitral awards made overseas and in Mainland China.  (2000 IAP)

The Hong Kong International Arbitration Centre (HKIAC) started to operate in 2001 the Hong Kong Office of the Asian Domain Name Dispute Resolution Centre, as well as launched its Electronic Transaction Arbitration Rules in 2002.  It is also a provider of dispute resolution services for .cn domain names, and a sole provider of dispute resolution services for .hk domain names. (2002 & 2003 IAPs)

More information can be found in Chapter 12 (Dispute Mediation) of Hong Kong, China’s IAP.

	Intellectual Property 


	An intellectual property (IP) protection and enforcement regime was in place.  This regime was backed by a legal framework and related administrative and judicial systems.

By December 1996, Hong Kong’s legal framework for IP protection was fully compatible with the WTO TRIPS Agreement.

	Modernized our IP laws and implemented changes as required in response to international trends and new technology.  (1998 -2003 IAPs)

Implemented the amendments to relevant ordinances to tighten the legislative framework against bootlegging activities as well as corporate copyright privacy activities.  (2001 IAP)

Implemented the Prevention of Copyright Piracy Ordinance (Amendment of Schedule 1) Order to require manufacturers of stampers to obtain a licence and to mark the stampers with a code that indicates their source, so as to ensure effective IP protection.  (2002 IAP)

A new Trade Marks Ordinance came into operation in 2003 to provide increased protection to trade mark owners, and to make specific provision for the protection of well-known trade marks.  Amendments to the Ordinance were made to confirm that the day of filing is not included in calculating the six-month period for claiming a right of priority in trade mark applications; and that a subsequent owner can apply to alter a trade mark.  (2003 & 2005 IAPs)

Amendments to the Copyright Ordinance made to deal with parallel imports of computer programs commenced to have effect.  Amendments to the Copyright Ordinance were made to add a new offence which is known as the “copyshop offence”.  (2003 & 2004 IAPs)

Online search for patents and designs has been available since August 2004.  Automated processing and electronic publications of patents and designs commenced in May 2004.  On-line search system was enhanced to provide search criteria of “live” or “dead” marks in October 2005.  (2004 & 2006 IAPs)

Interactive services for renewal and recordal of change of name/address were rolled out in November 2005 and February 2006 respectively.  (2006 IAP)

The Intellectual Property Database for Guangdong, Hong Kong and Macao was set up in December 2003.  (2004 IAP)

More information can be found in Chapter 7 (Intellectual Property Rights) of Hong Kong, China’s IAP.


	Avoidance of Double Taxation

	Hong Kong had entered into specific double taxation arrangements with the United States in respect of shipping income.

	Since 1997, Hong Kong, China has concluded specific bilateral taxation relief arrangements on airline income with Bangladesh, Belgium, Canada, Denmark, Estonia, Germany, Israel, Korea, Mauritius, the Netherlands, New Zealand, Norway, Russia, Sweden and the United Kingdom, and similar arrangements on shipping income with Germany, the Netherlands and the United Kingdom.  (2000, 2001 & 2003 IAPs).

In 1998, Hong Kong, China reached an understanding with Mainland China on tax relief for airline and shipping companies, and for avoidance of other cases of double taxation between Hong Kong, China and Mainland China.


	Competition Policy and Regulatory Reform

	Competition Policy

We were committed to competition as a means to promote economic efficiency and consumer welfare.  We adopted a sector-specific approach to promoting competition in various market sectors of the economy.

Regulatory Reform

Hong Kong’s regulatory regime served mainly to provide prudential supervision, ensure safety, protect consumer interests, and encourage investment.  The Government launched the Helping Business Programme in 1996 which, among other things, aimed to cut red tape, remove regulatory barriers and assess and reduce the costs incurred to all stakeholders in the compliance of regulatory measures.  Under the Programme, a number of studies/projects had been undertaken on regulatory reviews, simplification of specific licensing procedures, etc with a view to identifying possible measures that might help the business.

	Competition Policy

Established the Competition Policy Advisory Group (COMPAG) in 1997 to provide a dedicated and high-level forum to competition related issues.  (1998 IAP)

Promulgated in 1998 the Policy Statement on Competition which set out the objectives of promoting competition and providing pointers for observance.  (1999 IAP)

Incorporated provisions aimed at combating anti-competitive practices into the Telecommunications Ordinance and the Broadcasting Ordinance in 2000.  (2000 IAP)

Put in place a package of deregulation measures in 2000 to further liberalize the banking, broadcasting and telecommunications services sectors from 2000 onwards.  (2000 IAP)

Implemented the competitive provisions in the Broadcasting Ordinance in 2001 and promulgated related guidelines on how these provisions should be enforced.  (2001 IAP)

Promulgated in 2003 a set of competition guidelines to provide pointers with objective benchmarks and principles to assess Hong Kong’s overall competitive environment; to define and tackle anti-competitive practices; as well as to ensure consistent application of Hong Kong’s competition policy across sectors.  (2003 & 2004 IAPs)

Announced in 2005 the appointment of a Competition Policy Review Committee by COMPAG to review the existing competition policy and the composition, terms of reference and operations of COMPAG.  (2005 IAP)

More information can be found in Chapter 8 (Competition Policy) of Hong Kong, China’s IAP.

Regulatory Reform

Established the Business and Services Promotion Unit in 1997 to execute the Helping Business Programme.  So far, over 400 initiatives have been implemented under the Programme.

Completed reviews of the existing regulations concerning the food industry and the licensing requirements for a number of entertainment licences.  (2001 IAP)

Initiated sector-specific reviews, with priority on those regulatory frameworks affecting the construction, real estate, retail, entertainment and food business sectors.  Set up task forces with the involvement of concerned industry’ representatives to provide trade inputs.  (2005 & 2006 IAPs)
More information can be found in Chapter 10 (Deregulation/Regulatory Review) of Hong Kong, China’s IAP.


	Business Facilitating Measures to Improve the Domestic Business Environment 


	Investment Promotion

The One Stop Unit of Industry Department assisted investors in their investment plans for Hong Kong.

Services to Assist Small and Medium Enterprises (SMEs)


The SME Committee was set up in 1996 to address specific concerns of SMEs and facilitate their continued development.
	Investment Promotion

Established Invest Hong Kong in 2000 to strengthen our investment promotion services.  Since then, the agency has been expanding its services and staff resources in promoting inward investment in Hong Kong.  It has been offering solution-oriented investment promotion, facilitation, and aftercare services to foreign investors.  (2000 & 2001 IAPs)
Invest Hong Kong has formulated a proactive promotion strategy in respect of regional headquarters operations as well as nine industry sectors in which Hong Kong, China has comparative advantages.  (2002 IAP)

Introduced the “Business Concierge Service Scheme”, offering a list of pre-qualified service providers for potential investors interested in establishing themselves in Hong Kong and exploring business opportunities in the Pearl River Delta region.  (2004 IAP)
Services to Assist Small and Medium Enterprises (SMEs)

Established the Business Licence Information Centre in 1997 to provide one-stop information service to SMEs relating to application for business licences.  Such information has been made accessible to the public on the Internet since March 1998.  (1997 & 1998 IAPs)

Established the Small and Medium Enterprises Office in April 1999 to coordinate efforts being undertaken by the public sector to assist SMEs.  Established the Support and Consultation Centre for SMEs (SUCCESS) in November 2001 to provide SMEs and business starters with a comprehensive range of information, advice and facilities under one roof.  (1999 & 2003 IAPs)

Launched a Growth Enterprise Market in November 1999 to facilitate capital raising by SMEs and growth enterprises in Hong Kong.  (2000 IAP)

Introduced a Small Entrepreneur Research Assistance Programme in late 1999 to provide funding to SMEs to carry out innovative business-oriented researches, and launched a Pilot Mentorship Programme in May 2000 to assist small business to learn from successful entrepreneur and corporate executives/professionals.  (2000 IAP)

Four separate funding schemes have been launched by the Government to support the development of SMEs.  These schemes aim to facilitate SMEs to secure bank loans for business and equipment installations and as working capital, support their participation in export marketing events, fulfil their training needs, and enhance their competitiveness.  Subsequent to a comprehensive review of the schemes, improvement measures were introduced to individual funding schemes in February/March 2003.  Further improvement measures on export promotion and training were introduced in June 2003 to help SMEs rise to the challenges brought about by the Severe Acute Respiratory Syndrome (SARS) outbreak.  (2002 & 2003 IAPs)



Appendix – APEC Leaders’ Transparency Standards on Investment

On 27 October 2002, in Los Cabos, Mexico, APEC Leaders adopted the Statement to Implement APEC Transparency Standards (“Leaders’ Statement”), and directed that these standards be implemented as soon as possible, and in no case later than January 2005.  

In paragraph 8 of the Leaders’ Statement, APEC Leaders instructed APEC sub-fora that have elaborated transparency provisions to review these regularly, and, where appropriate, improve, revise or expand them further.  Economies were further instructed that such revised transparency provisions should be presented to Leaders upon completion for incorporation into the Leaders’ Statement.  Accordingly, the following set of transparency standards on investment were developed for incorporation into the Leaders’ Statement.  These principles flow from the General Principles on Transparency agreed to by APEC Leaders at Los Cabos and also build on the Options for Investment Liberalization and Business Facilitation to Strengthen the APEC Economies – For Voluntary Inclusion in Individual Action Plans.  Economies agree to implement, in respect of investment, the General Principles contained in paragraphs 1 through 6 and paragraph 11 of the Leaders’ Statement.  

These principles provide specific guidance for implementation within an investment context.  

1.  Each Economy will, in the manner provided for in paragraph 1 of the Leaders’ Statement, ensure that its investment laws, regulations, and progressively procedures and administrative rulings of general application (“investment measures”) are promptly published or otherwise made available in such a manner as to enable interested persons and other economies to become acquainted with them.  

2.  In accordance with paragraph 2 of the Leaders’ Statement, each Economy will, to the extent possible, publish in advance any investment measures proposed for adoption and provide a reasonable opportunity for public comment.  

3.  In accordance with paragraph 3 of the Leaders’ Statement, upon request from an interested person or another Economy, each Economy will:  (a)  endeavor to promptly provide information and respond to questions pertaining to any actual or proposed investment measures referred to in paragraph 1 above; and (b) provide contact points for the office or official responsible for the subject matter of the questions and assist, as necessary, in facilitating communications with the requesting economy.  

4. Where warranted, each Economy will ensure that appropriate domestic procedures are in place to enable prompt review and correction of final administrative actions, other than those taken for sensitive prudential reasons, regarding investment matters covered by these standards, that: (a) provide for tribunals or panels that are impartial and independent of any office or authority entrusted with administrative enforcement and have no substantial interest in the outcome of the investment matter; (b) provide parties to any proceeding with a reasonable opportunity to present their respective positions; (c) provide parties to any proceeding with a decision based on the evidence and submissions of record or, where required by domestic law, the record complied by the administrative authority; and (d) ensure subject to appeal or further review under domestic law, that such decisions will be implemented by, and govern the practice of, the offices or authorities regarding the administrative action at issue.  

5.  If screening of investments is used based on guidelines for evaluating projects for approval and for scoring such projects if scoring is used, each Economy will promptly publish and/or make publicly available through other means those guidelines.  

6. Each Economy will maintain clear procedures regarding application, registration, and government licensing of investments by:  (a)  publishing and/or making available clear and simple instructions, and an explanation of the process (the steps) involved in applying/government licensing/registering; and (b) publishing and/or making available definitions of criteria for assessment of investment proposals.  

7.  Where prior authorization requirement procedures exist, each Economy will conduct reviews at the appropriate time to ensure that such procedures are simple and transparent.  

8.  Each Economy will make available to investors all rules and other appropriate information relating to investment promotion programs.  

9. When negotiating regional trade agreements and free trade agreements that contain provisions with an investor/state dispute settlement mechanism, each Economy should consider whether or not to include transparency provisions along the following lines: allowing public access to documents submitted to or issued by the investor/state arbitration tribunal; providing for open hearings before the investor/state arbitration tribunal; and authorizing investor/state arbitration tribunals to accept and consider submissions from other persons and entities who are not parties to the dispute.  Consistent with paragraph 11 of the Leaders’ Statement, appropriate exceptions for confidentiality should be made.

10.  Each Economy will participate fully in APEC-wide efforts to update the APEC Investment Guidebook.
( Economies should report against the actual language in the APEC Leaders’ Transparency Standards on Investment, which can be found in the �HYPERLINK  \l "Appendix"��Appendix� attached at the end of this document.


( Economies should report against the actual language in the APEC Leaders’ Transparency Standards on Investment, which can be found in the �HYPERLINK  \l "Appendix"��Appendix� attached at the end of this document. Economies should continue to use 1996 as the base year for previously raised IAP transparency issues, but may use 2003 as the base year for reporting on new transparency commitments per the APEC Leaders’ Transparency Standards.





  





