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The People’s  Republic  of  China (hereinafter  “China”  or  “PRC”)  deposited its
instrument of ratification for the United Nations Convention on Contracts for the
International Sale of Goods (hereinafter “CISG”) on 11 December 1986. Since its
entry into force in 1988, it is beyond doubt that CISG applies to the territory of
Mainland China albeit with some reservations and/or declarations (e.g. Article
96).  However,  businesspeople,  courts,  practitioners  and  scholars  are  split,
uncertain and inconsistent over the issue whether the CISG should extend to
Hong Kong and Macau after their returns respectively in 1997 and 1999. [1]

 

This issue stemed from the unclear intentions of China when it submitted the
diplomatic notes to the United Nations, which purported to inform the Secretary-
General of the status of Hong Kong and Macau in relation to deposited treaties.
[2] However, China did not mention CISG in the Diplomatic Notes at all. As a
result, whether China had expressed its intention of extending or excluding CISG
to Hong Kong and Macau has been subject to inconsistent interpretations and
enquires conducted by different non-Hong Kong fora. [3]

 

To  solve  this  problem,  China,  after  seeking  the  views  of  Hong  Kong  SAR
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Government,  determined  to  actively  remove  the  uncertainty  by  depositing  a
declaration of extension of the territorial application of CISG to Hong Kong on 5
May 2022. [4] On and after 1 December 2022, CISG will apply to both Hong Kong
and Mainland China. It should be noted that the declaration that China is not
bound by Article 1(1)(b) CISG does not apply to Hong Kong. Nevertheless, it
remains to be seen whether the Macau SAR government will follow suit on this
matter, requesting the Central Government to extend the application of CISG to
Macau.

 

Extension of International Treatises Ratified by China to Hong Kong and
Macau

 

The  issue  of  whether  international  treaties  ratified  by  China  ‘automatically’
applies to the territory of the Hong Kong and Macau SARs was once hotly debated
in the investor-State arbitration cases of Tza Yap Shum v. Peru [5] and Sanum v.
Laos-I  [6].  Contrary  to  international  tribunals  and  the  Court  of  Appeal  of
Singapore’s  confirmative  and  liberal  stances,  Chinese  government  and
commentators said no. [7] They all insist that China has made its intentions clear
in the Diplomatic Notes that the treaty to which China is or will become a party
applies to Hong Kong and Macau only after China has decided so and carried out
separately the formalities for such application. [8] Moreover, the extension of
territorial application to Hong Kong and Macau must be in line with the “One
Country, Two Systems” policy and the Basic Laws of Hong Kong and Macau. [9]
Accordingly, the PRC Central People’s Government in Beijing has the final say
over whether the international treaty to which China is or will be a party applies
to Hong Kong and Macau after consulting with the two SARs’ governments.

 

The same problem stays with the applicability of CISG in the Hong Kong and
Macau SARs. On the one hand, no mention of CISG in the Diplomatic Notes
submitted by China, at least on the side of Hong Kong, demonstrates China’s true
intentions in public international law that the CISG shall not apply in the SAR.
[10] In this view embraced by some French and US courts, China’s Diplomatic
Notes not mentioning CISG qualify as Article 93(1) CISG reservation indicating



that CISG does not apply to Hong Kong and Macau. [11] On the other hand, some
other foreign courts considered the Diplomatic Notes did not constitute an Article
93(1) CISG reservation and therefore the default rule in Article 93(4) applies,
saying that CISG ‘automatically’ applies to all territorial unites of China. [12] This
interpretive approach is similar to the confirmative and liberal approach adopted
by the tribunals in Tza Yap Shum v. Peru and Sanum v. Laos-I  on the issue
whether Chinese investment treaty absent in the Diplomatic Notes extends to
territory of the Hong Kong and Macau SARs. However, such approach was often
criticized as contrary to China’s expressed intentions. [13]

 

What Does It Mean for Hong Kong?

 

Legally speaking, the act of China’s depositing the declaration of extension of
CISG to Hong Kong has three implications.

 

Firstly, and most obviously, on and after 1 December 2022 it would be correct for
any foreign court or international tribunal to hold that CISG applies to Hong
Kong. This will wipe out the “confusion and conflict as to whether or not China’s
diplomatic  notes  for  Hong  Kong  and  Macao,  deposited  in  1997  and  1999
respectively, are sufficient to exclude the application of the CISG” to Hong Kong
and Macau under Article 93 CISG. [14] Indeed, they are sufficient; but China has
now decided to reverse its previous intention.

 

Secondly, China has impliedly confirmed that the Diplomatic Notes qualify as
Article 93(1) CISG reservation, which means CISG would not automatically apply
to territorial units of China such as Hong Kong and Macau unless China has
determined so. In other words, China’s Central People’s Government has the final
say on whether a Chinese international treaty applies to Hong Kong and Macau or
not.

 



Thirdly, any construction of the Diplomatic Notes by foreign courts or arbitral
tribunals which leads to the ‘automatic’ application of CISG or other international
treaties (including Chinese investment agreements) to Hong Kong and Macau
would be incorrect and in disregard of China’s true intentions expressed in the
Diplomatic  Notes.  This  will  possibly  prevent  foreign  courts  or  investment
arbitration tribunals  from easily  reaching the  decision that  CISG or  Chinese
international  investment agreement ‘automatically’  applies to Hong Kong and
Macau. It also means Hong Kong might need seek the views of Central People’s
Government  on  whether  or  not  to  extend  Chinese  international  investment
agreement to the Hong Kong SAR, especially in cases where the Hong Kong
investors intend to rely on these international instruments to safeguard their
rights and interests in investments made overseas.

 

In parallel with the ongoing Reform and Opening-up within and beyond China,
China’s accession to CISG has fundamentally shaped the legislative and judicial
landscape of codifying Chinese contract law. It is believed that the Ordinance [15]
implementing the CISG in Hong Kong would for sure reshape the legislative and
judicial landscape of Hong Kong law. [16]

 

Conclusion: Shall Macau Follow Suit?

 

The answer is  of  course yes.  As another major  player in  the Belt  and Road
Initiative (BRI) and Greater Bay Area (GBA) in China, Macau is now confronted
with the same “confusion and conflict” issue once faced by Hong Kong before 5
May 2022. As mentioned earlier, such “confusion and conflict” as to whether the
Diplomatic Notes are sufficient to exclude the application of  CISG and other
international treaties not mentioned therein to Hong Kong and Macau has been
removed. China impliedly reiterated itself through this act of extending CISG to
Hong Kong that the Diplomatic Notes are sufficient to do so.

 

Hence, whether CISG or Chinese investment treaty extends to Macau is likewise



subject to the final decision of China’s Central People’s Government.  Despite
divergent opinions and interpretations, Chinese government’s stance has been
consistent –  CISG or Chinese international  investment agreement outside the
Diplomatic Notes does not ‘automatically’ applies to Hong Kong and Macau, and
such  extension  needs  the  Central  People’s  Government’s  final  approval.
Therefore, according to Article 138(1) of the Macau Basic Law, Macau should
follow up on future consultations with the Central People’s Government in Beijing
to decide whether the CISG (and Chinese investment treaty) should apply to the
Macau SAR, and if so, how they should apply. It is foreseeable that China would
probably also deposit another separate instrument of extending the application of
CISG to Macau. By then, perhaps we can see the dawn of unifying the sales law as
key part of inter-regional private laws within the PRC. 

 

——
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