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4 Manufacturing profits
15. A Hong Kong manufacturing business, which does not have a licence to carry on a business in the

Mainland, may enter into a processing or assembly arrangement with a Mainland entity. Under these

arrangements, the Mainland entity is responsible for processing, manufacturing or assembling the
goods that are required to be exported to places outside the Mainland. The Mainland entity provides
the factory premises, the land and labour. For this, it charges a processing fee and exports the
completed goods to the Hong Kong manufacturing business. The Hong Kong manufacturing business

2



(5) 515 & o1 1e b5 rIhE
FRIE L TREMITHEIFEREOMLEALCHEE L ORSRELITOILIFITET
FHELCENHEZTY. o T, BBILEORER. AEEERHI—VEELZWL
HEBH THAFHEHTEAZRILL TiTbh 5.

(6) mTEFHEDMEE

AR ITEREICHEABETIC. FENACAXRNTIE (FEAREREELL TTH
#)) &, HRICEo TENHZMBR—FREFREHE LTI LIRS, &
EBOEMNEENTTHEAEZLTIMITER, BRI EOMTEMZREE IS L
HOTHEZELS., TERNTHSRERE—AHEZDNI S LD AFFRIEMzEh, B
PEZZONTEDS 5—EOFSEFEEE L THINT 5,

SEBHNTTHEE L TORBRREZFICKEICFIE T 246ET2L<, MEDEHFRED
WHE TR L= EBEMEAD, £ & U TEYRAREREZRERL THhRITNIE,
PEIZB N TERMEBRR EORGHREORBERBEOMRER>TLED OITHE
o5& MBRARNTHLENZ S,

normally provides the raw materials. It may also provide technical know-how, management,
production skills, design, skilled labour, training and supervision for the locally recruited labour and
the manufacturing plant and machinery. The design and technical know-how development are usually
carried out in Hong Kong.

16. In law, the Mainland processing unit is a sub-contractor separate and distinct from the Hong Kong
manufacturing business and the question of apportionment strictly does not arise. However,
recognising that the Hong Kong manufacturing business is involved in the manufacturing activities in
the Mainland (in particular in the supply of raw materials, training and supexrvision of the local
labour) the Department is prepared to concede, in cases of this nature, that the profits on the sale of
the goods in question can be apportioned. In line with paragraphs 21-22 below, this apportionment will
generally be on a 50:50 basis.
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