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AGREEMENT BETWEEN THE GOVERNMENT OF THE HONG KONG
SPECIAL ADMINISTRATIVE REGION OF THE PEOPLE'SREPUBLIC
OF
CHINA AND THE GOVERNMENT OF THE UNITED KINGDOM OF
GREAT
BRITAIN AND NORTHERN IRELAND
CONCERNING AIR SERVICES

The Government of the Hong Kong Spedd Adminidrative Region of the People’ sRepublic of China(“ the
Hong Kong Specid Adminidraive Regiori’) and the Government of the United Kingdom of Gregt Britain
and Northern Irdand (“ the United Kingdont' ) (heranafter referred to asthe“ Contracting Parties’ ),

Dedring to condude an Agreament for the purpose of providing the framework for air services between the
Hong Kong Spedd Adminidrative Region and the United Kingdom

Have agread asfollows

ARTICLE 1
Definitions
For the purpose of this Agreement, unless the context otherwise requires

(@ theteem* agronauticd authorities’ meansin the case of the United Kingdom, the Secretary of Statefor
Trangport, and for the purpose of Artide 7, the Civil Aviaion Authority and in the case of the Hong
Kong Specid Adminidrative Region, the Director of Civil Aviaion, or, in both cases any person or
body who may be authorised to perform any functions & present exercisable by the above-mentioned
authorities or Smilar functions

(b) thetem*® desgnatedarline” meansan airlinewhich hasbeen designated and authorised in accordance
with Artide4 of this Agreamartt;

(¢ thetem*aed’ inrdaion tothe United Kingdom hasthe meaning assgned to “ tarritory” inArtide2
of the Chicago Convention, and in rdation to the Hong Kong Specid Adminidraive Region indudes
Hong Kong Idand, Kowloon and the New Territories,

(d) theterms”arsavice’, “ internationd ar savice’ , “ aring” and* stop for non-traffic purposes’ have
the meanings respectively assgned to them in Artide 96 of the Chicago Convention;

(e thetem*thisAgreameant” indudesthe Annex hereto and any amendmentsto it or to this Agreament;
() thetem* user charge” meansacharge made to arlines by the competent authorities or permitted by

them to be mede for the provison of arport property or fadlitiesor of air navigation fadlities induding
related sarvices and fadilities, for arcraft, their crews, passengers and cargo.



ARTICLE 2

Provisions of the Chicago Convention Applicableto International Air Services

In implementing this Agreement, the Contracting Parties shdl act in conformity with the provisons of the
Convention on Internationd Civil Aviaion, opened for Sgnature a Chicago on 7 December 1944, induding
the Annexes and any amendments to the Convention or to its Annexes which goply to both Contracting
Parties insofar asthese provisons are gpplicable to internationd ar sarvices

ARTICLE 3

Grant of Rights

(1) Each Contracting Paty grants to the other Contracting Party the following nights in respect of its
internationd ar sarvices

(@ theright tofly acrossits areawithout landing;
(b) theright to make sopsinitsareafor nonHraffic purposes.

(2 Each Contracting Party grants to the other Contracting Party the rights hereinafter spedified in this
Agreament for the purpose of operating internationd ar services on the routes specified in the gopropriate
Saction of the Annex to this Agreement. Such sarvices and routes are heraeinafter caled” theagreed sarvices’
and “ the specified routes’ respectivedy. While operating an agreed service on a spedified route the arlines
desgnated by each Contracting Party shdl enjoy in addition to the rights spedified in paragraph (1) of this
Artidetheright to make sopsin the areaof the other Contracting Party a points determined for thet routein
accordance with the Annex to this Agreement for the purpose of taking on board and discharging passengers
and cargo, induding mail, ssparatdy or in combination.

(3) Nothing in paragraph (2) of this Artide shdl be deemed to confer on the designated airlines of one
Contracting Party the right to take on board, a one point in the area of the other Contracting Party,
passengers and cargo, indluding mail, carried for hire or reward and destined for ancther point in the areaof
the other Contracting Party.

(4) If because of amed conflict, politicd disturbances or devdopments, or soecid and unusud
drcumdances, a desgnated arline of one Contracting Party is unable to operate a sarvice on its normd
routeing, the other Contracting Party shdl use its best efforts to fadilitate the continued operation of such

sarvice through gppropriate temporary rearrangements of routes.



ARTICLE 4

Designation of and Authorisation of Airlines

(1) EachContracting Party shdl havetheright to desgnatein writing to the other Contracting Party oneor
morearlinesfor the purpose of operating the agreed sarvices on the gpecified routes and to withdraw or dter
such desgnations.

(2) On recapt of such a desgnation the other Contracting Party shal, subject to the provisons of
paragrgphs (3) and (4) of this Artidle, without delay grant to the arline or arlines desgnated the gppropricte
operding authorisations.

3 (@ The Govenment of the United Kingdom shdl have the right to refuse to grant the operaing
authorisationsreferred to in paragrgph (2) of this Artide, or to impose such conditions asit may
Oeem necessary on the exerdse by adesignated arline of the rights pedified in Artide 3(2) of
this Agreement, in any case whereiit is not stisfied that that arline isincorporated and hasiits
princpa place of busnessin the Hong Kong Spedid Adminidrative Region.

(b) The Govenment of the Hong Kong Spedd Adminigrative Region shdl havetheright to refuse
to grant the operating authorisationsreferred to in paragraph (2) of thisArtide, or toimposesuch
conditionsasit may deem necessary onthe exeradse by adesgnated arrline of therights gpeaified
in Artide 3(2) of this Agreament, in any case where it is not sdidfied that subgtantia ownership
and effective contral of that arline are vested in the Government of the United Kingdom or its
netionds

(4) Theagronauticd authorities of one Contracting Party may reguire an arline designated by the other
Contracting Party to stiy them that it is qudified to fulfil the conditions prescribed under the laws and
regulations normally and reasonably gpplied to the operation of internationd ar services by such authorities

(5 When an arline has been 0 designated and authorised it may begin to operate the agreed sarvices,
provided thet the arline complies with the gpplicable provisons of this Agreement.

ARTICLE S5

Revocation or Suspension of Operating Authorisations

(1) Each Contracting Party shdl have the right to revoke or suspend an operaing authoristion for the
exadse of the rights spedified in Artide 3(2) of this Agreement by an arline desgnaed by the other
Contracting Party, or to impose such conditions asit may deem necessary on the exercise of thoserights

@ () inthecaseof the Government of the United Kingdom, in any casewhereit isnot atisfied
that that arline isincorporated and hasiits principd place of busness in the Hong Kong
Soedid Adminidrative Region;
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(i) inthe case of the Government of the Hong Kong Spedd Adminidrative Region, in any
cazewhereit isnot stiffied thet substantid ownership and effective contral of thet arline
are vested in the Government of the United Kingdom or its netionds, or

(b) inthecasedf falureby thet airlineto comply with thelawsor regulaions normally and ressonebly
goplied by the Contracting Party granting those rights; or

(c) if thet arline othewisefails to operate in accordance with the conditions prescribed under this
Agresman.

(2 Unlessimmediate revocation or sugpenson of the operating authorisation mentioned in paragraph (1)
of this Artide or impasition of the conditions therain is essantid to prevent further infringements of laws or
regulations, such right shall be exercisad only after consultation with the other Contracting Party.

ARTICLE®6

Principles Gover ning Operation of Agreed Services

(1) There ddl be far and equd opportunity for the designated airlines of both Contracting Parties to
operate the agreed services on the specified routes

(2 In opeaing the agreed svices the desgnated arlines of each Contracting Party shdl take into
account the interests of the designated arlines of the other Contracting Party o as not to affect unduly the
saviceswhich the latter provide on the whole or part of the same routes.

(3) Theagreaed sarvices provided by the desgnated arlines of the Contracting Parties shall bear adose
relaionship to the requirements of the public for trangportation on the spedified routes and shdl have asther
primary objective the provison a a reasonable load factor of cgpacity adequate to meat the current and
reasonably anticipated requirements for the carriage of passengersand cargo, induding mail, originaing in or
dedtined for the area of the Contracting Party which has desgnated the airline. Provison for the carriage of
passengers and cargo, induding mail, bath taken on board and discharged a points on the soedified routes
other then paintsin the area of the Contracting Party which desgnated the airline shal be madein accordance
with the generd principlesthat capacity shdl be rdaed to:

(@ traffic requirements to and from the area of the Contracting Party which has designated the
arline

(b) trafficrequirementsof theregion through which the agreed service passes, after taking acoount of
other ar sarvices established by airlines of the States comprising thet region; and

(c) therequirements of through arline operation.

(4) The capadty to be provided on the spedified routes shdl be such as is from time to time jointly
determined by the Contracting Parties in accordance with the principles sat out in this Artide.



ARTICLE 7

Tariffs
(1) Thetem “taiff” means oneor more of the fallowing:

(@ thefarecharged by an arlinefor the carriage of passengers and thar baggage on scheduled ar
sarvices and the charges and conditions for sarvices andllary to such carriage;

(b) theratecharged by anarlinefor the carriage of cargo (exduding mail) on scheduled air sarvices,

(c) the conditions governing the avalahbility or goplicability of any such fare or rate, induding
additional goods, sarvices or other bendfitsto be furnished or made availabdle in conjunction with
such carriage or asaméter which isincdenta thereto or conseguentid thereon; and

(d) therate of commisson pad by an arline to an agent in respect of tickets sold or ar wayhills
completed by that agent for carriage on scheduled air services

Where fares or rates differ according to the season, day of the week or time of the day on which aflight is
operated, the direction of travd or according to some other factor, each different fare or rate shdl be
regarded as a separae taiff whether or not it has been filed separaidy with the rdated conditions with the
rlevant authorities

(2 The taiffs to be charged by the desgnated arlines for carriage between the aress of the two
Contracting Parties shd| be those gpproved by the aeronautica authorities of both Contracting Parties and
shdl be esablished a reasonableleves, dueregard being paid to dl rdevant factors induding theinterests of
users, codt of operation, reasonable profit and market consderations.

(3) Theaeronautica authorities of both Contracting Parties shdl not require thar arrlines to conault other
arlines beforefiling for goprovd tariffs for sarvices covered by the following provisons

(4) Any proposd taiff for cariage between the United Kingdom and the Hong Kong Spedid
Adminidraive Region shdl be filed with the agronautica authorities of the Contracting Paties by the

desgnated arline or arlines seking their gpprova in such form asthe agronauticd authorities may ssparady
requireto disdose the particulars referred to in paragrgph (1) of thisArtide. 1t shal befiled not lessthan 45
days (or such shorter period as the aeronauticd authorities of the Contracting Parties may agree) before the
proposed effective date. The proposad tariff shdl be tregted as having been filed with the agronautica
authorities of a Contracting Party on the date on which it isrecaived by those aeronauticd authorities

5 @ A proposad tariff may be goproved a any time by the aeronautica authorities of a Contracting
Party, who may atach to thar gpprova such expiry date asthey consder gopropriate. Provided
a proposd tariff has been filed in accordance with paragragph (4) of this Artide, it shdl be
deemed to have been gpproved by the agronautica authorities of that Contracting Party unless
within 21 days (or such shorter period as the aeronauticd authorities of the Contracting Parties
may agree) dter the date of filing, the agronautical authorities of one Contracting Party have
served on theaeronauticd authoritiesof the ather Contracting Party written notice of disgpprova

of the proposd tariff.
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(b) Each proposad tariff which has been filed in the form required by paragrgph (4) of thisArtide,
but nat in conformity with the minimum filing period therein spedified, shdl neverthdess be
treated as having been gpproved by the aeronautica authorities of a Contracting Party 22 days
dter the date of filing unless the agronauticd authorities of that Contracting Party have ather
natified thearlinefiling the proposad tariff within 15 daysafter the date of filing thet the proposed
tariff mugt be refiled in conformity with the minimum filing period or sarved on the agronautticd
authorities of the other Contracting Party within 21 days after the dete of filing written notice of

disgpprovd of the proposed tariff.

(6) If anaticeof disgpprovd isgivenin accordancewith the provisons of paragraph (5) of thisArtide, the
agronautica authorities of the Contracting Parties may jointly determine the tariff. For this purpose, one
Contracting Party may, within 30 days of the sarvice of the natice of disgpprovd, request consultations
between the agronautical authorities of the Contracting Parties which shdl be hed within 30 days from the
date the other Contracting Party receives such request in writing.

(7) If ataiff has been disgpproved by the agronautica authorities of a Contracting Party in accordance
with paragrgph (5) of this Artide, and if the aeronauticd autharities of the Contracting Parties have been
ungble jointly to determine the tariff in accordance with paragraph (6) of this Artide, the dispute may be
settled in acoordance with the provisons of Artide 16 of this Agreement.

(8) Subject to paragrgph (9) of this Artide, a tariff established in accordance with the provisons of this
Artide shdl remain vaid until areplacement tariff has been etablished or the taiff iswithdrawn.

(9) Except with the agresment of the agronauticd authorities of both Contracting Parties, and for such
period asthey may agree, thevdidity of atariff hdl not be prolonged by virtue of paragraph (8) of thisArtide:

(@ wheeataiff hasan expiry date, for more than 12 months after thet deter

(b) whereataiff hasno expiry date, for more than 12 monthsafter the date on which areplacement
tariff isfiled with the aeronautica authorities of the Contracting Parties by adesigneted arline of
aContracting Party.

(10) Notwithgtanding paragraphs (2) and (4)-(9) above, the aeronautica authoritiesof the United Kingdom
shdl nat requirethefiling for their goprova of tariffsfor the carriage of cargo between pointsinthe aress of the
two Contracting Parties. In such cases, references in paragraphs (4)-(9) above to recapt of filings shdl be
deamed to refer to the recaipt of such filings by the Hong Kong Specid Adminidraive Region.

(11) (@ Thetaiffstobecharged by the desgnated airlines of the United Kingdom for carriage between
the Hong Kong Specid Adminidraive Region and a State other than the United Kingdom shdl
be subject to gpprova by the aeronautica authorities of the Hong Kong Specid Adminidretive
Region and, where gppropriate, of the other State. The tariffs to be charged by the designated
arlines of the Hong Kong Specid Adminidrative Region for cariage between the United
Kingdom and another State shdll be subject to goprova by the aeronauticd authorities of the
United Kingdom and, where gppropriate, of the other State,

(b) Any proposd tariff for such carriage shdl befiled by the desgnated arline of one Contracting
Party seeking goprova of such tariff with the agronautical authorities of the other Contracting
Party. It shdl befiled in such form as those agronauticd authorities may require to disdose the
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particularsreferred to in paragraph (1) of this Article and not lessthan 45 days (or such shorter
period as they may decide) prior to the proposed effective date. The proposed tariff shdl be
treated as having been filed on the date on which it is recaived by those aeronauticd authorities.

(0 Suchtaiff may be goproved a any time by the aeronauticd authorities of the Contracting Party
with whom it has been filed and shdl be deamed to have been gpproved by them unless within
21 days dter the date of filing, they have served on the desgnated arline seeking gpprova of
such taiff written natice of disgpprovd.

(d) The agronauticd authorities of a Contracting Party may withdraw gpprovd of any such tariff
gpproved or deamed to begpproved by themon giving 90 days’ noticeto thedesgnated arline
charging such tariff. That arline shal cease to charge such taiff at the end of that period.

(e Notwithganding sub-paragraphs (-(d) above, the agronauticd authorities of the United
Kingdom shdl not require the filing for thar goprova of tariffs to be charged by the desgnated
arline or arlines of the Hong Kong Spedid Adminidraive Region for the cariage of cargo
between the area of the United Kingdom and a State ather than the United Kingdom.

(12) Notwithgtanding the provisonsof paragraphs (5) and (11)(c) of thisArticle, theaeronauticd authorities
of a Contracting Party shdll not disgpprove any proposed taiff filed with them by a desgnated arline of the
other Contracting Party which corresponds (eg. in price leve, conditions and date of expiry but not
necessaxily the routeing being used) to the tariff charged by an arline of the firs Contracting Party for
comparable services between the same points.

ARTICLE 8

Customs Duties
(1) Aircdt operated in internationd ar sarvices by the designated arline or arlines of one Contracting
Party, thar regular equipment, fud, lubricants, consumable technical supplies, spare partsinduding engines,
and araraft sores (induding but not limited to such items as food, beverages and tobacco) which are on
board such arcaraft shdl be exempted by the other Contracting Party on the badis of reciprocity from dl
customs duties, excise taxes and Smilar fees and charges not based on the cost of sarvices provided on
arivd, provided such regular equipment and such other items remain on board the airaraft.

(2 Thefdlowing itemsintroduced by a desgnated arline of one Contracting Party into the area of the
other Contracting Party:

(i)  repar, mantenance and sarvidng equipment and component parts;

(i) pessenger hendling equipment and component parts

(i)  cargo-loading equipment and component parts;

(v)  security equipment induding component parts for incorporation into Ssecurity equipment;

(v) computer equipment and component parts usad to assi in one or more of the above matters;



(vi) indructiond materid and training aids, and
(vii) arlineand operaiors  documents,

shdl be exempted by the other Contracting Party on the bagis of reciprocity from al customs duties, excse
taxes and Imilar fees and charges nat basad on the cogt of sarvices provided on arivd, even when such
equipment isto be used on any part of ajourney performed over the area of the other Contracting Party.

(3) Regular equipment, fud, lubricants, consumable technicd supplies, spare parts induding engines
arcraft sores (including but not limited to such items as food, beverages and tobacco), printed ticket ock,
ar wayhills, any printed materid which bearsinggniaof adesignated arline of one Contracting Party (usadin
any of the matters referred to in paragraph (2) of this Artide) didtributed without charge by that desgnated
arline, introduced into the area of the other Contracting Party by or on behdf of that desgnated arline or
taken on board the arcraft operated by that desgnated arline, hdl be exempted by the other Contracting
Party on the bass of reciprodity from dl customs duties, excise taxes and Smilar fees and charges not based
on the cogt of sarvices provided on arriva, even when such regular equipment and such other itemsareto be
used on any part of ajourney performed over the area of the other Contracting Party.

(4) Theregular equipment and the other itemsreferred to in paragraphs (1), (2) and (3) of thisArtide may
be required to be kept under the supervison or contral of the cusoms authorities of the other Contracting
Party.

(5 Theregular equipment and the ather itemsrefarred to in paragrgph (1) of this Artide may be unloaded
intheareaof the other Contracting Party with thegpprovd of the cugomsauthorities of thet other Contracting
Party. In these drcumatances, such regular eguipment and such items shdl enjoy, on the basis of reciproaity,
the exemptions provided for by paragrgph (1) of thisArtide until they are re-exported or otherwise digposed
of in accordance with customs regulaions. The customs authorities of thet other Contracting Party may,
however, require that such regular equipment and such items be placed under their supervison up to such
time

(6) The exemptions provided for by this Artide shdl dso be avalade in Stugtions where a desgnated
arline of one Contracting Party has entered into arangements with another airline or arline for the loan or
trander in the area of the other Contracting Party of the regular equipment and the other itemsrefarred toin
paragraphs (1), (2) and (3) of this Artide, provided that thet other arline or arlines amilarly enjoy such
exemptions from thet other Contracting Party.

(7) Baggageand cargoindirect trangt acrosstheareacf aContracting Party shall be exempt from customs
duties, exase taxes and Smilar fees and charges not basad on the cost of services provided on arrival. This
paragrgph isnot gpplicableto the cabin baggage of passengersariving in the United Kingdom from the Hong
Kong Specid Adminidraive Region and trandferring to an intra-European Union flight.
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ARTICLE9

Aviation Security

(1) EachContracting Party regffirmsthat itsobligation to the ather Contracting Party to protect the security
of avil avidion agang unlavful interference formsan integrd part of this Agreement. Each Contracting Party
ghdl in particular act in conformity with the aviation security provisons of the Convention on Offences and
Certain Other Acts Committed on Board Aircraft, Sgned a Tokyo on 14 September 1963, the Convention
for the Suppresson of Unlawful Saizure of Aircraft, 9gned a The Hague on 16 December 1970 and the
Convention for the Suppresson of Unlavful Acts againg the Safety of Civil Aviation, Sgned & Montred on
23 September 1971,

(2 Each Contracting Paty shdl be provided & its request with al necessry assstance by the other
Contracting Party to prevent acts of unlanvful seizure of dvil arcaraft and other unlavful acts againg the ssfety
of such araraft, their passengers and crew, arports and ar navigetion faalities, and any other threet to the
security of dvil aviation.

(3) The Contracting Parties shdl, in their mutud rdaions, act in conformity with the goplicable aviation
security provisonsestablished by the Internationd Civil Aviation Organisation and designated as Annexesto
the Chicago Convention. Each Contracting Party shdl require that operators of arcraft of its regidry or
operators of arcraft having ther principa place of busness or parmanent resdence in its areg, and the
operators of arportsinitsarea, act in conformity with such aviation security provisons

(4) EachContracting Party agreesthat such operators of arcraft may be required to obsarve the aviation
security provisonsrefered toin paragraph (3) of thisArtiderequired by the other Contracting Party for entry
into, departure from, or while within the area of that other Contracting Party. Each Contracting Party shdll
endure that adequate measures are effectivey goplied within its area to protect arcraft and to ingpect
passengers, crew, carry-on items, baggage, cargo and arcraft stores prior to and during boarding or loading
and that those measures are adjusted to meat increases in the threat. Each Contracting Party shdl dso give
sympathetic condderation to any request from the ather Contracting Party for reasonable gpecid security
measures to meet aparticular threat.

(5) When an inddent or threet of an inddent of unlanvful saizure of avil arcraft or other unlawful acts
agang the sfety of such arcraft, ther passengers and crew, arportsor air navigetion fadlities oocurs, each
Contracting Party shall assst the other Contracting Party by facilitating communicationsand other gppropriate
meesuresintended to terminate asrgpidly as possible commensurate with minimum risk to lifesuchincident or
threat thereof.

ARTICLE 10

Provision of Statistics

The agronautical authorities of eech Contracting Party shdl, on requedt, provide such periodic or other
datements of datidics as may be reasonably required for the purpose of reviewing the cgpacity provided on
the agread services by the designated airlines of that Contracting Party to the aeronautica authorities of the
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other Contracting Party. Such satements shdl indude al informetion required to determine the amount of
traffic carried by those airlines on the agreed services and the origins and destinations of such treffic.

ARTICLE 11

Conversion and Remittance of Revenue

(1) Thedesgnated arlines of the United Kingdom shdll have the right to convert and remit to the United
Kingdom from the Hong Kong Specid Adminidrative Region on demand locd revenues in excess of sums
locally dishursed. Thedesgnated arlines of the Hong Kong Specid Adminidrative Region shdl havetheright
to convert and remit to the Hong Kong Specid Adminidrative Region from the United Kingdom on demand
locdl revenuesin excess of sumslocaly disbursd.

(2 The converson and remittance of such revenues shal be permitted without redtriction a the rate of
exchange gpplicable to current transactions which is in effect a the time such revenues are presented for
converson and remittance, and shdl not be subject to any charges except those normaly made by banksfor
carrying out such converson and remittance.

ARTICLE 12

Airline Representation and Sales

(1) Thedesgnated arlines of each Contracting Party shdl have the right, in accordance with the lavsand
regulations of the other Contracting Party rdaing to entry, resdence and employment, to bring into and
mantain in the area of that other Contracting Party those of their own managerid, technicd, operationd and
other specidig saff who are required for the provison of ar trangportation.

(2 The dedgnated arlines of each Contracting Party shdl have the right to engage in the sde of ar
trangportation in the area of the other Contracting Party, ether directly or through agents. The designated
arlines of each Contracting Party shal have the right to sall, and any person shdl be free to purchase, such
trangportation in loca currency or in any fredy convertible other currency.

ARTICLE 13

User Charges

(1) A Contracting Party shdl not impose or permit to be imposad on the designated arlines of the other
Contracting Party user charges higher than thoseimposad on itsown airlines operating Smilar intermationd ar
srvices.

(2 EachContracting Party shdl encourage consultation on user charges between its competent charging
authorities and arlines usng the services and fadlities provided by those charging authorities where
precticable through those arrlines  representative organisations. Reasonable natice of any proposas for
changesin us charges should be given to such users to enable them to expressthar views before changes
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aremeade. Each Contracting Party shall further encourage its competent charging authoritiesand such usarsto
exchange gopropriate informeation concerning user charges.

ARTICLE 14

Relief from Double Taxation
(1) Theexiding taxesto which thisArtide shdl gpply are in particular:

(@ inthecaseof theHong Kong Specid Adminidrative Region, the profitstax (hereinafter referred
to as* Hong Kong tax’ );

(b) inthecasedf the United Kingdom:

() theincometax; and

(i) thecorporaiontax;

(hereinafter referred to as* United Kingdom tax’ ).
(2 ThisArtide shdl dso goply to any identicd or subgtantialy smilar taxes which are imposed by dther
Contracting Party after the Sgnature of this Agreement in addition to, or in place of, the exiding taxes. The
competent authorities shdl natify each other of any subgtantid  changes which have been mede in thar
repective taxation laws
(3) Income or profits derived from the operation of arcrdt in internaiond traffic by an arline of one
Contracting Party, induding any income or prafits attributable to its participation in a poadl, joint busness or
internationdal operating agency, and proportionateto its sharein the poal or joint operation, which are subject

to tax in the area of that Contracting Party, shdl be exempt from tax imposad in the area of the other
Contracting Party.

(4) Forthe purpose of thisArtide

(@ interest on funds directly connected with the operaion of arcraft in internationd traffic shdll be
regarded as profits from the operation of such arcreft;

(b) theterm “ operation of arcraft” shdl indude
() thecariageby ar of persons, baggege, livestock, goods, mail or merchandise;

(i) thesdeof tickets or Imilar documentation connected with such carriege, ether for the
arlineor for any other arline

(i) theincidentd renta or lease of arcraft on acharter bess

(©) thetem “intemnaiond treffic’ means any carriage by an arcraft except where such carriage is
s0ldy between placesin the area of the other Contracting Party;
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theterm “ arline of one Contracting Party” means, in the case of the Hong Kong Specid
Adminigrative Region, an arline incorporated and having its principa place of busnessin the
Hong Kong Spedid Adminigraive Region and in the case of the United Kingdom, an arline
which isresdent in the United Kingdom for the purposes of United Kingdom tax: and an airline
of one Contracting Party shdl not be a the sametime an arline of the other Contracting Party;

theterm “ Contracting Party” means the Hong Kong Spedd Adminidrative Region or the
United Kingdom of Great Britain and Northern Irdand, as the context requires,

theterm “ competent authority” means, in the case of the Hong Kong Specid Adminidrative
Region, the Commissioner of Inland Revenue or his authorised representetive, or any person or
body authorisad to perform any functions a present exercisable by the Commissoner or Smilar
functions, and, inthe case of the United Kingdom, the Commissonersof Inland Revenue or their
authorised representetive;

theteem “ared’ in regpect of the Hong Kong Spedd Adminigrative Region indudes Hong
Kong Idand, Kowloon and the New Territories and in respect of the United Kingdom means
Greet Britain and Northern Irdand induding any area outsde the territorid sea of the United
Kingdom which in accordance with internationd |aw has been or may herediter be designated,
under thelaws of the United Kingdom concerning the Continental Shelf, asan areawithinwhich
the rights of the United Kingdom with respect to the sea bed and sub-soil and their naturd
resources may be exercsed;

theterm “ tax” means Hong Kong tax or United Kingdom tax as the context requires

(5 Thecompetent authorities of the Contracting Parties shdl, through consultation, endeavour to resolve
by mutud agreement any diputes regarding the interpretation or gpplication of this Artide. Artide 16
(Settlement of Digputes) shdl nat gpply to any such dispute.

(6) Notwithgtanding Artide 20 (Entry into Force) each Contracting Party shdl natify to the other the
completion of the procedures reguired by itslaw for the bringing into force of thisArtideand thisArtide shdl
thereupon have effect:

@

)

in the Hong Kong Spedid Adminidraive Region, for any year of assessment beginning on or
ater 19 April in the cdendar year next fallowing thet in which this Agresment issigned;

in the United Kingdom:

() inrespett of incometax, for any year of assessment beginning on or after 6th April inthe
cdendar year next falowing thet in which this Agreament is Sgned;

(i)  inrespect of corporation tax, for any finandd year beginning on or after 1¢ April inthe
cdendar year next following thet in which this Agreement is Sgned.

(7) Either Contracting Party may terminate this Artide without termingating the remainder of thisAgreement
by giving natice to the other Contracting Party a least Sx months before the end of any cdendar year.
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(8) Wherenaticeof termination of this Agreement isgiven under Artidle 18, or natice of termination of this
Artideisgiven under paragraph (7), then, notwithstanding anything in Artide 18 to the contrary, this Artide
ghdl ceese to have effect:

(@ inthe Hong Kong Spedd Adminidrative Region, for any year of assessment beginning on or
ater 19 April in the cdendar year next fallowing thet in which natice is given;

(b)  inthe United Kingdom:

() inrespet of incometax, for any year of assessment beginning on or after 6th April inthe
cdendar year next fallowing thet in which naticeis given;

(i)  inrespect of corporation tax, for any finanaa year beginning on or &fter 1g April inthe
cdendar year next fallowing thet in which natice is given.

(9) ThisArtide shdl nat have effect 0 long as an Agreament for the avoidance of double taxation with
repect to taxes on income or income and cgpitd gains providing for Imilar exemptions has effect between
the Contracting Parties.

ARTICLE 15

Consultation

One Contracting Paty may & any time request conaultations on the implementation, interpretation,
goplication or amendment of this Agreement. Such conaultations, which may be between the agronautica
authorities of the Contracting Parties, shdl begin within 60 days from the dete the other Contracting Party
recaives uch request in writing, unless otherwise agreed by the Contracting Parties

ARTICLE 16

Settlement of Disputes

(1) If eny disoute arises between the Contracting Parties rdlating to the interpretation or gpplication of this
Agreament, the Contracting Parties shdl in thefirst place try to stttleit by negotiation.

(2) If the Contracting Parties fall to reach a settlement of the digpute by negoatiation, it may be referred by
them to such person or body asthey may agreeon or, a therequest of aContracting Party, shal be submitted
for decison to atribund of three arbitrators which shal be condtituted in the following manner:

(@ within 30 daysafter recaipt of arequest for arbitration, each Contracting Party shdl gppoint one
arbitrator. A nationd of a State which can be regarded as neutra in rdlation to the dispute, who
shdl act as Presdent of the tribund, shdl be gopointed as the third arbitrator by agreement
between the two arbitrators, within 60 days of the gppointment of the second;
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(b) if withinthetimelimits spedified above any gopointment has not been made, a Contracting Party
may request the Presdent of the Coundil of the Internationd Civil Aviation Organisation to make
the necessary gppointment within 30 days If the Presdent condders that heisandiond of a
Sate which cannot be regarded as neutrd in reaion to the digoute, the most senior Vice
Presdent who is nat disgudified on that ground shal meke the gppointment.

(3) Except as hereingfter provided in this Artidle or as otherwise agread by the Contracting Parties, the
tribund shdll determine the limits of its juristiction and establish its own procedure. At the direction of the
tribundl, or a therequest of a Contracting Party, aconferenceto determinethe preciseissuesto be arbitrated
and the spedific procedures to be followed shdl be held not later then 30 days dfter the tribund is fully
condtituted.

(4) Exoept asotherwise agreed by the Contracting Parties or prescribed by thetribund, eech Contracting
Party shdl submit amemorandum within 45 days after the tribund isfully condituted. Replies hdl be due 60
dayslater. Thetribuna shdl hold ahearing a thereguest of ether Contracting Party, or a itsdiscretion, within
30 days dfter repliesare due.

(5 Thetribund shdl atempt to give awritten decigon within 30 days after completion of the hearing o, if
no hearing isheld, 30 days after the date both replies are submitted. The decisgon shdll betaken by amgority
vote.

(6) A Contracting Party may submit a request for darification of the decison within 15 days dter it is
recaived and such darification shal beissued within 15 days of such request.

(7) Thededson of thetribund shdl be binding on the Contracting Parties
(8) Each Contracting Party shdl bear the cods of the arbitrator gppointed by it. The other codts of the
tribund shall be shared equdly by the Contracting Partiesinduding any expensesincurred by the Presdent or

Vice-Presdent of the Coundl of the Internationd Civil Aviation Organisation in implementing the procedures
in paragraph (2)(b) of thisArtide

ARTICLE 17

Amendment
Any amendmentsto this Agreament agreed by the Contracting Parties shdl comeinto effect when confirmed
inwriting by the Contracting Parties

ARTICLE 18

Termination

Either Contracting Party may at any time give natice in writing to the other Contracting Party of itsdecsonto
terminate this Agreement. This Agreement shdl terminate & midnight (at the place of recapt of the natice)
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immediaidy before the firgt anniversary of the date of receipt of such notice by that other Contracting Party,
unless such natice iswithdrawn by agresment before the end of this period.

ARTICLE 19

Registration with the
International Civil Aviation Organisation

This Agreament and any amendment thereto shdll be regigtered with the Intermationd Civil Aviation
Organisation.

ARTICLE 20

Entry into Force
This Agreement dhdl enter into force on the dete of Sgnature

Inwitnesswhereof, the underagned, being duly authorised by thar respective Governments, have sgned this
Agreamant.

Done, in duplicate & Hong Kong this 25th day of July 1997, in the English and Chinese languages, both texts
being equdly authoritative.

For the Government of the For the Government of the
Hong Kong Specd Adminidraive United Kingdom of Grest
Region of the People’ sRepublic of Britain and Northern Irdand:
China

Sephen IP Robert Francis CORNISH
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Annex

Route Schedule
Section 1
Routes to be operated by the desgnated arline or arlines of the United Kingdom:

Pointsin the United Kingdom — Intermediate Points — Hong Kong Specid Adminidrative Region — Points
Beyond.

Notes:

1. Thedesgnaed arline or arlines of the United Kingdom may, on any or dl flights omit caling a any
paints on the route schedule pecified above, and may sarve intermediate points in any order and points
beyond in any order, provided that the agreed services on these routes begin a a point in the United
Kingdom.

2. Notrafic may be picked up a an intermediate point to be sat down in the area of the Hong Kong
Soedd Adminidraive Region or inthe areaof the Hong Kong Specid Adminidrative Region to be set down
a a point beyond, and vice varsa, except as may from time to time be determined by the agronauticd
authorities of the Contracting Parties. Thisredtriction dso gopliesto dl forms of sop-over traffic.

3. Nopaint inthe manland of Chinamay be sarved as an intermediate point or as abeyond point.
Section 2
Routesto be operated by the designated arline or arlines of the Hong Kong Specid Adminidrative Region:

Hong Kong Specid Adminidrative Region — Intermediate Points — Paintsin the United Kingdom — Points
Beyond.

Notes:

1. Thedesgnaed arline or arlines of the Hong Kong Soecd Adminidraive Region may, on any or dl
flights, omit cdling & any points on the route schedule specified above, and may serve intermediate pointsin
any order, and pointsin the United Kingdom in any order, and points beyond in any order, provided thet the
agread sarvices on these routes begin in the Hong Kong Specid Adminidrative Region.

2. Notrafic may bepicked up a an intermediate point to be set down inthe areaof the United Kingdom
or inthe area of the United Kingdom to be set down a a point beyond, and vice versa, except as may from
time to time be determined by the agronautica authorities of the Contracting Parties This redtriction dso
gopliesto dl formsof stop-over treffic.

3. Nopoaintinthe manland of Chinamay be sarved as an intermediate point or as a beyond point.



