
Appendix 17 
 

The Mainland-Hong Kong Closer Economic Partnership Arrangement (CEPA) 
 
 
1. Introduction 
 
 CEPA is the first bilateral Free Trade Agreement (FTA) for both the mainland China and 

Hong Kong.  Under the Arrangement, the Mainland provides preferential access for 
Hong Kong products and services (including the professionals).  CEPA (CEPA I) was 
implemented on 1 January 2004, the Supplement to CEPA (CEPA II) was implemented 
on 1 January 2005 and the Supplement II to CEPA (CEPA III) was implemented on 1 
January 2006. 

 
2. CEPA I 
 
 Under CEPA I, over 300 Hong Kong origin products can enter the mainland tariff free.  

Also, 18 service sectors have preferential access to the mainland market (i.e. accounting, 
advertising, audiovisual services, banking, convention and exhibition services, 
distribution, freight forwarding agency, insurance, legal, logistics, management 
consulting services, medical and dental services, real estate and construction services, 
securities, storage and warehousing services, transport, tourism services and 
telecommunications.). 

 
3. CEPA II 
 
 Under CEPA I and CEPA II, over 1,000 Hong Kong origin products can enter into the 

mainland tariff free.  In trade in services, eight more areas were opened for Hong Kong 
service suppliers (i.e. airport services, cultural entertainment, information technology, job 
referral agency, job intermediary, patent agency, trade mark agency, professional 
qualification examinations).  In addition, the Mainland allowed Hong Kong permanent 
residents with Chinese citizenship to set up individually owned stores in all parts of the 
mainland. 

 
4. CEPA III 
 
 Under CEPA III, the Mainland has agreed to give all products of Hong Kong origin tariff 

free treatment starting from 1 January 2006, upon applications by the local manufacturers 
and upon the CEPA Rules of Origin (ROOs) being agreed and met.  The Mainland also 
agreed to relax the CEPA ROOs for watches by waiving the 30% valued adding 
requirement for watches of Hong Kong brand names.  

 
5. Overall Coverage under CEPA I, II and III 
 
 Of the total 1,369 products covered by CEPA I, II and III, Hong Kong’s existing 

process-based origin rules have been adopted for 1,014 of them.  These include textiles 
and clothing, food and beverages, pharmaceutical products, certain plastic and metal 
products etc. 


