AGREEMENT ON TRADE IN SERVICES

BETWEEN

THE GOVERNMENT OF THE ISLAMIC REPUBLIC OF
PAKISTAN

AND

THE GOVERNMENT OF THE PEOPLE’S REPUBLIC
OF CHINA




Preamble

The Government of the Islamic Republic of Pakistan (“Pakistan”) and the
Government of the People’s Republic of China (“China”) hereinafter
referred to collectively as “the Parties” and individually as “a Party”.

Committed to strengthening the all-weather friendship between the
Parties;

Recalling the Free Trade Agreement between the Government of the
People’s Republic of China and the Government of the Islamic Republic
of Pakistan (“the Free Trade Agreement”) signed between the Parties in
the witness of the Presidents of China and Pakistan in Islamabad on the
twenty- fourth day of November two thousand and six;

Recalling Article 83 of the Free Trade Agreement which writes “ Unless
otherwise agreed by the Parties, they shall negotiate trade in services
after the conclusion of the negotiations of this Agreement” so as to
progressively liberalize and eliminate substantially all discrimination and
/or prohibition of new or more discriminatory measures with respect to
trade in services between the Parties;

Resolved to enhance co-operation in trade in services between the Parties
to improve efficiency and competitiveness, as well as to diversity the
supply and distribution of services of the respective service suppliers of
the Parties;

Recognizing the right of the Parties to regulate, and to introduce new
regulations, on the supply of services in the territories of the Parties in

order to meet national policy objectives;
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Have agreed as follows:
Part 1 DEFINITIONS AND SCOPE

Article 1 Definitions

“GATS” means the General Agreement on Trade in Services;

"measure’ means any measure by a Party, whether in the form of a law,

regulation, rule, procedure, decision, administrative action, or any other

form;
“person” means a natural or a juridical person;

“juridical person” means any legal entity duly constituted or otherwise
organised under applicable law, whether for profit or otherwise, and
whether privately-owned or governmentally-owned, including any
corporation, trust, partnership, joint venture, sole proprietorship or

association;1

“juridical person of another Party” means a juridical person which is

either:

(i) constituted or otherwise organised under the law of the country
of that other Party, and is engaged in substantive business
operations in the territory of the country of that Party; or

"1n order to prevent the possibility of companies of a third party unduly benefiting from this Agreement,
companies of a third party registered in the territory of the country of the other Party, their offices, liaison offices,
“shell companies” and “mail box companies” are not service suppliers of the other Party under this Agreement.
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(ii) in the case of the supply of a service through commercial

presence, owned or controlled by:
(a) natural persons of the country of that Party; or

(b) juridical persons of the country of that other Party
identified under subparagraph (i) of this paragraph;

a juridical person is;

(1)  “owned” by persons of the country of a Party if more than 50
per cent of the equity interest in it is beneficially owned by

persons of that country;

(i1)  “controlled” by persons of the country of a Party if such
persons have the power to name a majority of its directors or

otherwise to legally direct its actions; and

(iii) “affiliated” with another person when it controls, or is
controlled by, that other person, or when it and the other

person are both controlled by the same person;

"supply of a service" includes the production, distribution, marketing,

sale and delivery of a service;

"commercial presence'" means any type of business or professional
establishment, including, inter alia, through the constitution, acquisition
or maintenance of a juridical person, as well as branches or
representative offices within the territory of a Party for the purpose of

supplying a service;
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"natural person of a Party"” means a natural person who resides in the
territory of a Party, and who under the law of that Party is a national of
that Party;

"services' means any service in any sector except services supplied in

the exercise of governmental authority;
"service supplier" means any person that supplies a service;
“trade in services” is defined as the supply of a service

(i)  from the territory of a Party into the territory of the other
Party (“cross-border™);

in the territory of a Party to the service consumer of the
other Party (“consumption abroad”);

by a service supplier of a Party, through commercial

presence in the territory of the other Party (“commercial

presence”);

by a service supplier of a Party, through presence of natural
persons of a Party in the territory of the other Party
(“presence of natural persons”);

Article 2 Scope and Coverage

1. This Agreement applies to measures by the Parties affecting trade in
services.

2. This Agreement shall not apply to:
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(a)

(b)

(c)

(d)

(e)

(H)

services supplied in the exercise of governmental authority

within the territory of each Party;

regulations or requirements governing the procurement by
governmental agencies of services purchased for
governmental purposes and not with a view to commercial
resale or with a view to use in the supply of services for

commercial sale.
subsidies or grants provided by a Party;

in respect of air transport services, traffic rights, however
granted, or services directly related to the exercise of traffic
rights, except measures affecting:

i)  aircraft repair and maintenance services

it) the selling and marketing of air transport services; and

1il) computer reservation system services
cabotage in maritime transport services; and
measures affecting natural persons seeking access to the

employment market of a Party, or measures regarding
citizenship, residence or employment on a permanent basis.

3. Nothing in this Agreement shall prevent a Party from applying
measures to regulate the entry of natural persons of the country of the

other Party into, or their temporary stay in, its country’s territory,
including those measures necessary to protect the integrity of, and to

ensure the orderly movement of natural persons across its borders,

provided that such measures are not applied in such a manner as to
nullify or impair the benefits accruing to the other Party under the terms

of this Agreement.




4. Article 53 (Settlement of Disputes between the Parties) of the Free
Trade Agreement shall apply, mutatis mutandis, to measures affecting the
supply of service by a service supplier of the country of a Party through
commercial presence in the territory of the other Party, in sectors which
are scheduled in a Party’s Schedule of Specific Commitments in Annex [
to this Agreement.

Part I  OBLIGATIONS AND DISCIPLINES
Article 3  Transparency

Article III of the GATS is, mutatis mutandis, incorporated into and shall
form an integral part of this Agreement.

Article 4  Disclosure of Confidential Information

Article III bis of the GATS is, mutatis mutandis, incorporated into and
shall form an integral part of this Agreement.

Article 5 Domestie Regulation
1. In sectors where specific commitments are undertaken, each Party

shall ensure that all measures of general application affecting trade in

services:

(a) are administered in a reasonable, objective and impartial

manner;

based on objective and transparent criteria, such as
competence and the ability to supply the service;




not more burdensome than necessary to ensure the quality of

the service;

in the case of licensing procedures, not in themselves a

(d)

restriction on the supply of the service.

2. The disciplines of paragraph 1 may be reviewed, in order to take |
into account the disciplines agreed under Article VI of the GATS, with a }

view to their incorporation into this Agreement.

3. Where authorization is required for the supply of a service on which
a specific commitment has been made, the competent authorities of a
Party shall, within a reasonable period of time after the submission of an
application considered complete under its domestic laws and regulations,
inform the applicant of the decision concerning the application. At the
request of the applicant, the competent authorities of the Party shall
provide, without undue delay, information concerning the status of the

application.

4.  The Parties shall consult periodically with a view to determining the
feasibility of removing any remaining citizenship requirement for the

licensing or certification of each other's service suppliers.

Article 6  Mutual Recognition |

| 1. A Party may recognise the education or experience obtained,
requirements met, or licences or certification granted in the country of

the other Party for purposes of the fulfilment, in whole or in part, of its

standards or criteria for the authorisation, licensing, or certification of

service suppliers of the other Party.




2. Recognition referred to in paragraph 1 of this Article, which may be
achieved through harmeonisationor otherwise, may be based upon an

agreement or-arrangement between the Parties or may be accorded

uni 1até1‘ally.

3. Both Parties shall facilitate development of mutual recognition
arrangements among professional or regulatory bodies through
facilitating discussion among these bodies and exchange of information

on focal points to be appointed by both Parties.
Article 7 Monopolies and Exclusive Service Suppliers

1. Each Party shall ensure that any monopoly supplier of a service in
its country’s territory does not, in the supply of the monopoly service in
the relevant market, act in a manner inconsistent with the Party’s

commitments under this Agreement.

2. Where a Party’s monopoly supplier competes, either directly or
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through an affiliated company, in the supply of a service outside the
scope of its monopoly rights and which is subject to that Party’s specific
commitments, the Party shall ensure that such a supplier does not abuse
its monopoly position to act in its country’s territory in a manner

inconsistent with such commitments.

3. The provisions of this Article shall also apply to cases of exclusive

service suppliers, where a Party, formally or in effect:

(a)  authorises or establishes a small number of service

suppliers; and

(b)  substantially prevents competition among those suppliers in

its country’s territory.




Article 8 Business Practices

1. The Parties recognise that certain business practices of services
suppliers, other than those falling under Article 7 (Monopolies and
Exclusive Service Suppliers), may restrain competition and thereby

restrict trade in services.

2.  Each Party shall, at the request of the other Party, enter into
consultations with a view to eliminating practices referred to in

paragraph 1 of this Article. The Party addressed shall accord full and

sympathetic consideration to such a request and shall cooperate through

the supply of publicly available non-confidential information of
relevance to the matter in question. The Party addressed shall also
provide other information available to the other Party, subject to its
domestic law and to the conclusion of satisfactory agreement concerning

the safeguarding of its confidentiality by the requesting Party.
Article 9 Emergency Safeguards Measures

1. The Parties note that the multilateral negotiations pursuant to Article
X of the GATS on the question of emergency safeguard measures are
based on the principle of non-discrimination. Upon the conclusion of
such multilateral negotiations, the Parties shall conduct a review for the
purpose of discussing appropriate amendments to this Agreement so as to
incorporate the results of such multilateral negotiations.

2. In the event that the implementation of this Agreement causes
substantial adverse impact to a service sector of a Party before the
conclusion of the multilateral negotiations referred to in paragraph 1 of
this Article, the affected Party may request for consultations with the
other Party for the purposes of discussing any measure with respect to the
affected service sector. Any measure taken pursuant to this paragraph




shall be mutually agreed by the Parties concerned. The Parties concerned
.' shall take into account the circumstances of the particular case and give l
sympathetic consideration to the Party seeking to take a measure.

Article 10 Payments and Transfers

1. Except under the circumstances envisaged in Arcticle 11
(Restrictions to Safeguard the Balance-of-Payments), a Party shall not

apply restrictions on international transfers and payments for current |

transactions relating to trade in services.

2. Nothing in this Agreement shall affect the rights and obligations of
the Parties as members of the International Monetary Fund (hereinafter
referred to in this Article as “the Fund”) under the Articles of Agreement
of the International Monetary Fund, as may be amended, including the
use of exchange actions which are in conformity with the Articles of
Agreement of the International Monetary Fund, provided that a Party
shall not impose restrictions on any capital transactions inconsistently
with its commitments under this Agreement regarding such transactions,
except under Article 11, or at the request of the Fund.

Article 11 Restrictions to Safeguard the Balance of Payments

Where a Party is in serious balance of payments and external financial
difficulties or threat thereof, it may adopt or maintain restrictions on |
trade in services in accordance with Article XII of the GATS.

Article 12 General Exceptions and Security Related

Article XIV and XIV bis of the GATS, including any footnotes, are
incorporated into and shall form part of this Agreement, mutatis mutandis.




