
Information Paper for the
Legislative Council Panel on Commerce and Industry

Origin marking of watches and piece-knitted garments
 for export under the Mainland and Hong Kong

 Closer Economic Partnership Arrangement (CEPA)

Purpose

This paper informs Members of the making of the Trade
Descriptions (Country of Origin) (Watches) (Amendment) Order 2003, at
Annex A, and the making of the Trade Descriptions (Place of
Manufacture) (Piece-Knitted Garments) Notice, at Annex B,  under the
Trade Descriptions Ordinance (TDO) (Cap. 362).  The Amendment
Order and the Notice seek to amend the existing origin marking
requirements for watches and piece-knitted garments as stipulated by the
TDO to allow watches and piece-knitted garments which have been
exported, or are intended to be exported, from Hong Kong to the
Mainland under CEPA to bear Hong Kong origin marking.

Origin Marking Requirements under the TDO

2. S.2(2)(a)(i) of the TDO stipulates that, for the purposes of
the Ordinance, goods shall be deemed to have been manufactured in the
country in which they last underwent a treatment or process which
changed permanently and substantially the shape, nature, form or utility
of the basic materials used in their manufacture.  It is an offence under
the Ordinance if a person applies a false trade description to any goods or
supplies, possesses or exports such goods.

3. Notwithstanding the above principle, watches and piece-
knitted garments are subject to special requirements as follows –

(a) for watches, the Trade Descriptions (Country of Origin)
(Watches) Order was made in 1991 to specify that the
country in which the movement of a watch is manufactured
or produced is to be regarded as the country in which the
watch has been manufactured, instead of where the last step
of major transformation takes place; and
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(b) for piece-knitted garments for export to the US market, the
Trade Descriptions (Place of Manufacture) Notice was
made in 1991 to allow such goods to bear a Hong Kong-
origin marking if the knitting of yarn into knit-to-shape
panels takes place in Hong Kong, instead of mandating the
origin marking based on the last step of major
transformation (i.e. the stitching/linking of knit-to-shape
panels into garment), irrespective of whether the
manufacture from knit-to-shape panels takes place in Hong
Kong.

CEPA Origin Rules

4. From 1 January 2004, goods of Hong Kong origin meeting
the CEPA origin rules in 273 Mainland product codes1 will enjoy zero
tariff.  The CEPA origin rules for watches and piece-knitted garments
are set out in the table below.

CEPA origin rules

Watches • Assembly of component parts and accessories into watch,
testing, time adjustment and quality control in Hong Kong, and
fulfilling a 30% value-added requirement.

Piece-knitted
garments

• Either "knitting of yarn into knit-to-shape panels" or
"linking/stitching of knit-to-shape panels into garment" is done
in Hong Kong.

These origin rules are different from the existing origin marking
requirements in the TDO explained in paragraphs 3(a) and 3(b) above,
and may thus give rise to the following problems -

(a) watches which fulfill the CEPA origin rules cannot be
marked "Made in Hong Kong" under the existing TDO
requirements but have to be marked as made in the country
in which the movements of the watches have been
manufactured; and

                                                
1 CEPA adopts the Mainland product codes for product classification.  Among the 273 product codes,

two product codes are for watches while 20 are for piece-knitted garments.
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(b) piece-knitted garments which fulfill the CEPA origin rule by
having had the "knitting of yarn into knit-to-shape panels"
taken place in Hong Kong cannot be marked "Made in Hong
Kong" under the TDO if they are not intended for export to
the US2.

The Amendment Order and the Notice

5. In order to enable manufacturers to mark their goods as
"Made in Hong Kong" in the circumstances set out in paragraphs 4(a) and
4(b) above and to guard against wrong origin marking in respect of
exports of watches and piece-knitted garments to the Mainland to enjoy
zero tariff under CEPA –

(a) the Commissioner of Customs and Excise has made the
Amendment Order at Annex A to amend the Trade
Description (Country of Origin) (Watches) Order by
inserting an exception clause to the effect that the Order
shall not apply to watches that have been exported, or are
intended to be exported, from Hong Kong to the Mainland
under CEPA and are qualified for zero tariff under CEPA;
and

(b) the Director-General of Trade and Industry has made the
Notice at Annex B to specify that in relation to piece-knitted
garments that have been exported or are intended to be
exported from Hong Kong to the Mainland under CEPA, are
qualified for zero tariff under CEPA, and are made from
knit-to-shape panels knitted in Hong Kong, the piece-knitted
garments are to be regarded as having been manufactured or
produced in Hong Kong.

6. The Amendment Order and the Notice will take effect from
1 January 2004 to tie in with the implementation date of CEPA.  They
will be published in the Gazette on 24 October 2003 and tabled at the
Legislative Council meeting on 29 October 2003 for the negative vetting
procedures.

                                                
2 For those piece-knitted garments of which the "linking/stitching of knit-to-shape panels into

garment" takes place in Hong Kong, they are covered by TDO's origin marking requirement in
accordance with where the last step of major transformation takes place.
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Conclusion

7. Members are invited to note the purpose of the Amendment
Order and the Notice and the legislative timetable set out in paragraphs 5
and 6 above.

Commerce, Industry and Technology Bureau
October 2003
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Annex A

TRADE DESCRIPTIONS(COUNTRy OF ORIGIN)
(WATCHESXAMENDMENT) ORDER 2003

m ade under section 2(2)(b)(ii) of the Trade
Descriptions Ordinance (Cap. 362))

1. Commencement

I Eis Order shall come into operation on 1 Januq y 2004.

2. Specigcation of country of origin of watches

Section 2 of the Trade Descriptions (Country of Originx w atches) Order

(Cap.362sub. leg.D) is amended@

(a) by renumbering it as section 2(1);

(b) by adding @

',(2) Subsection 1) does not apply to any
watch that has been exported, or is intended to be

exported, øom Hong Kong to the Mainland under the

Mainland and Hong Kong Closer Economic

Partnership Arrangement and that is qualified for a

zero tar ifr under the A rrangement .

(3) In this section @

',] e Mah 1Ód" (º a ) means any part of China other

than Hong Kong, Macall and Taiwan;
"M ainland and Hong K ong

ParmeIo ip A i Õ gement"

Closer Economic

qº a P » ä ö ó

Ø ß ó ò K g T ö Y º w Ær ) means the

Mainland and Hong Kong Closer Economic

Partnership Arrangement entered into between

Xe Central People's and theGovernment

of ] e Hong Kong SpecialGovernment

Administrative Region and signed on 29 June
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2003 (including the annexes sigIcd on 29

September 2003), as amended øom time to
t ime."

f Êz

Commissioner of Customs and Excise

22 October 2003

Explanatory Note

This Order amends the Trade Descriptions (COIlnº r of Originxwatches)

Order (Cap. 362 sub. leg. D) for the purpose of allowing locally º sembled

watches that have been exported, or are intended to be exported, øom Hong

Kong to the Mainland of China under the Mainland and Hong Kong Closer

Economic Partnership Arrangement to be marked as being of Hong Kong origin.



Annex B

TRADE DESCRIPTIONS(PLACE OF MANUFACTURE)
(PIECE-KNETTED GARMENTS) NOTICE

(Made under section 2(2A) of the Trade
Descriptions Ordinance (Cap.362))

1. Com mencement

This Notice Shan come into operation on l JÕ Uq y 2004.

2. Application

( 1) TBis Notice app1ies to any piece-knitted garments that @

have been exported, or are intended to be exported, øorn

Hong Kong to a e Mainland under the Mainland and Hong

K ong Closer Economic Partnership Arrangement;

are qualified for a zero tariE under the Arrangement;

arc made øom h it-to-shape panels M itted in Hong Kong;

and

are subject to a scheme of export conKol under the Import

and Export Ordinance (Cap.60).

(2) In this section @

"] e Mainlmd" (º a ) means any part of China other than Hong Kong, Macall

and Taiwan;

"Õfainland and Hong Kong Closer Economic Parmership Arrangement,, ( mº a

P » ä ö ó Ø ß ó ò K g T ö Y º w Ær ) means the Mainland and

Hong Kong Closer Economic Partnership Arrangement entered into
between the Centrai People's Government and the Government of d1e Hong

Kong Special AdminisÌ ative Region and sig Ied on 29 June 2003

(including the annexes sig led on 29 September 2003), as amended from

t1EIc to tIH1C.
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3. Place of manufacture

The piece-knitted garments to which this Notice appl ies are to be regarded

for the purposes of d1e Ordinance as having been manufactured or produced ¿

Hong K ong.

Director-General of Trademd Industb

ZZ October 2003

Explanatory Note

This Notice specifies Hong Kong as the place of manufacture of piece-

knitted garments to which dle Notice applies.


