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Improvement of the Enviromment and Increase of the
Vitality

In 2014, there are a few favorable conditions for our economic
development such a5 gpood fundamentsls, improvement of external
environment and hetter expectation of the market.

From owverall look, China iz still in stage of the industrialization, the
urbanization, the upgrading of consumption structure and the rapid
growth of income, so the economic fundamentals are still good. On
the one hand, there is still plenty of space for the domestic demand
gprowth. From the perspective of consumption, the demands for
services such as culture, education, health, provision for the aped and
travel are growing rapidly the smart-phone, the tablet PC and the
information home appliance have become one of the new
consumption hotspots, and the housing and automobile consumption
will continue to increase. The development of the new emerging
businesses such as online shopping will effectively make consumption
potentials release. From the perspective of investment, there 1z a very
urgent necd for urban rail transit, envirenmental treatment, urban
drainage, indemnificatory housing (including the reconstruction of
shanty towns} and rural infrastructure and so0 on in our countrye. On
the other hand, the productive factor supply guality has been
improved. From the perspective of human capital accumulation, our
college graduates reached more than 990,000 i 2013, so the overall
quality of labor will continue to improve. From the perspective of R &
[t investment, our B & I} investment has greatly increased in recent
years, remaining at about 20% of growth. The R & I} investment in
2012 reached 1.98% of GDMN the second in the world by the absolute
amount. From the perspective of capital steck gualivy, we have
constructed a plenty of the major equipment of international leading
lewel and critical infrastructures in recemt years, laying a solid
foundation for the long-term development.

In 2014, the global economy recovery is being gradually strengthened
in fluctuation. The recovery trend in America, Japan and other major
developed economies has been further confirmed, and the developed
ecoomomies have agamn become the mamn doving force of world
economic growth. It is expected that in 2014 Amerncan economic
growth is likely to reach 2.5% and Europesn cconomic growth rate up
to 1% in 2014; though Japan's cconomic growth rate will drop slightly,
it will still maintain positive growth. It is predicted that the global
inflation will remain stable in 2014,

Since 2013, China's inflationary pressure has continued to ease. This
trend 15 expected to continue and will help to improve market
expectations.

The system and mechanism reform is expected to stimulate sconomic
prowth. Since 2013, a number of reform measures have been
introduced to simplify the administrative examination and approwval,
the opening of the Third Plenary Session of the 18th CPC Central
Committee 5 bound to accelerate the reform of swstem and
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mechanism, conducive o further wansform the povernment
functions, promote  the non-public economic  development  and
improve the efficiency of resource allocation. O the other hand, the
financial welcome fillip is favorable to promote the development of
trade. The cross-border flnancial transactions and capital flow control
that Shenzhen (Hanhai and Shanghal FTA have been trying not anly
have simplified the eross-border RMB business processes in capital,
but also have sped up the capital cireulation in trade related.
Especially, Shanghai FTA will, with the idea of building an onshore
financial center by means of the flow of funds deibven by the trade
flow, improve the development of our foreign trade in guality by
promoting the rade facilitation in business of settlement and sale of
foreign exchange and by relaxing the foreign exchange regulation,

Coexistence of Potential Conflicts and Uncertainty

From the perspective of adverse factors, the uncertainty of the
external emvironment still exsts, there are 2 number of potential
conflicts in the financial field, and the difficulties in production and
operation will not be easily alleviated in the short term,

The IMFs latest "World Economic Outlook” reports that the plobal
economic development still faces some uncertain factors and the
world cconomic downside rizks continue to exist, all of which can also
drag down our economic development. Firstly, the recent growth in
emerging economies have slowed down simificantly, the economic
growth of Brazil, India and South Africa in the BRIC countries is
respectively 1.5%, 3.5% and 3% in the second quarter of this year, the
recent lows. Secondly, the adjustment of the policies of the developed
countries has brought about the uncertamnty The Fed's withdrawal of
QE in 2014 may have a greater impact on the emerging sconomies in

the asset market, exchange rate and trade. Thirdhy: the risk of

international geo-policies still exises.

Since 2013, vur financial situation has changed greatly and there are
many hidden worries in the financal field. O the fiscal side, firstly,
the financing capacity and solvency of the loca]l finandng platform
tend to decline. Secondly, the local fiscal contradictions between
revenue and  expenditure may  sharpen. Influenced by the pilot
expansion of replacing the business tax with a value-added tax, the
efforts for tax cuts and the possible sharp drop of tax revenue related
to real estate next vear and so on, in addition to the cancel of the part
of the administrative fees, some local governments are more and more
difficult in  increasing their fiscal income and so therr fiscal
expenditure pressure will correspondingly  become  greater. Ino the
financiul sector, the financial msks caused by the excess productive
capacity and the local government debt problem are aceumulating,
and the bank credit non-performing loan ratic s growing, Because the
financial institutions have expanded high risk businesses too fast by
avoiding supervisions, they will have certain svstematic nsks.

The difficulties in production and operation of enterprises are difficult
to be alleviated in a short term. In recent years, the difficult situation
that enterprises face in the production and management tends to be
serious with labor costs rising. Firstly, at present, enterprises need to
spend additional social secunty expenditure of all kinds on wages and
the proportion of has reached 0.5 to 1. Secondly, the tax burden is

heavy and the tax of some enterprises accounts for more than 50% of

the total corporate profits, even accounting for more than 20% of the
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operating income, which is too heavy for the enterprises o bear
Thirdly, the problem of difficult and expensive [nancing becomes
increasingly prominent. At opresent, the small and mediomesized
enterprises are still generally faced with the problems such as longer
loan approval period and smaller loan size. The loan from the formal
channels requires an annual interest of about 9% to 10% plus varous
costs, o the loan from other channels will cost higher. Fourthly, the
excess capacily contradictions are sUll senous, which are spreading
[rom the traditional industries to the new and even o enterprises of
the upstream resources, and they will contnue to influence the overall
evonomic benelits of the enterprises,

The uncertainty in real estate marker is increasing. The real estate
prices continue (o rise, causing the social contradiction, squeezing the
other industry development space, and adversely alfecting the general
price stabilivy through sarious channels. With the real estate tax
broadening, the morgage nterest rates rising, the Amencas QF

withdrawing and the housing supply piling up in excess of

requirement in some third and forth ter cities, the real estate market
is also faced with certain adjustment pressune.

Reform Needs to Cover All the Sectors and Areas

Under the condition that significant changes do not coour in the basic
policy orientation, it is expected that the domestic economy as a
whole in 2014 will continue to go slong the stabilized rebound trend
a5 the second half of 20113, achieving 7. 8% growth in the whale year.
In a2 modest increase of the international demands for bulk
commaodities and a sustained growth of the domestic consumption,
the annual price will be steady and pong up and the annual consumer
price index is expected to rise about 3%,

At present, our country is still in the development stage of important
strategic oppartunities, the key period of structural adjustment and
the tranmsition phase of economic growth rate, so the general work
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mode of steady progress must continue to be persisted in, the reform
must be made e cover all sectors and areas of the economic and
social development; the proactive fiscal policy and the prudent
monetary policy must continue o be implemented, a fully play of the
counter cvclical repulation must be given 1o promote the structural
adjustment, and the macroeconomic pelicy pertinence, flexibility and
prospective must be strengthened, especially sufficient flexibility in
utilization of the specific policy wols, policy parameter settings and
different policy combinations; the relationships between promoting
reform, steadying growth, adjusting structure, preventing risks and
benefiting the people's livelihood must be handled well; the proactive
fizcal policy must be implemented, the stractural tax-cut policy muest
be improved with the tax reform, the administrative and financial
power  allocation must be improved, the new monetary policy
ramework must be explored, the coondination must be strengthened
with the financial regulatory policies, the operating flexibilive of
monetary policy tools must be enhanced, the basic stability of the
financial credit environment must e maintained, and the financial
supervision must be strengthened and improved,

W should do a geed job in investment scale and annual decompaosition,
tormulate feasible financing schemes so that the policy can be put
into practice, ey to pool funds to the projects under construction and
continued projects soas o avoid the hidden danger of unfinished
buildings left over at large scale everywhere, In terms of financing, we
must make a good use of private capital and state-owned capital stock
with the new thinking of reform. We must make policies sich as the
public private parmership (PPP) policy w drive more private capital
into the construction of public facilites and public services, On the
other hand, according to the strategic adjustment of state-owned
economy, we must accelerate the state-owned capital’s retreating from
the competitive field, especially the field of excess capacity

We shall promote structural tax cuts, and increase the support of the
fiscal policy to the entity economy. Taking the structural tax cuts as
the center, we shall support small and micro businesses and the
upgrading of the structure. Firsthy, we shall, ar the same time of
accelerating the expansion of replacing the business tax with a value
added tax, support the enterprise R&D, equipment investment and
small and micro business development in such ways as of preferential
tax, accelerated depreciation and interest subsidies. Secondly, we shall
accelerate the implementation of the tax categories such as property
tax, environmental tax and resource tax, speed up the price reform of
resource products and public uility, and Improve the local fiscal
revenue guarantee, Thirdly, we shall increase the export tax rebate
suppaort for the high added-value products (o reduce the loss of profits
and loss of competitiveness resulted from the appreciation of the
BME. Fourthly, we shall cleam up warious kinds of unjustifiable
charges to prevent oves levies due 1o the reduction of tax revenues

We shall make some timely and moderate adjustment o strengthen
the pertinence of the financial and monetary policy. Firstly, we shall,
according to the new situation of the increase of ta]:ril;a] outflow and
the reduction of funds outstanding for forelgn exchange, make a
timely and moderate adjustment to hedge the adverse effects of
market liquidity caused by the situation changes. Secondly, we shall,
for the high interest rates and the rising of the corporate financing
costs, clean up unreasonable charges of all kinds in order to reduce the
interest burden on the entity economy, Thirdly, we shall, in accordance
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with the requirement of "making the full use of the incremental and
invigorating the stock”, accelerate the work such as the writing-off of
bad and doubtful debts and the assets securitization to make more
credit space for the support of key fields. Fourthly, we shall, at the
gsame time of the innovation of financial tools, strengthen the
supervision and coordination of different financial products tw
prevent the regulatory arbitrage and the separation from supervision,
and control the financial products not 1o be made complicated in
order 1o avoid the idling of the finance away from the entity economy.

We shall implement the consumption stratification reguladon, tapping
the potental consumption growth, According to the reality of the
present resident income and wealth distribation, the consumption
stratification control policies can be implemented. On the one hand, a
reasanable guide will be given to the high-grade consumption. For
example, we cannot simply ban the high-end luxury consumption, but
we may implement the policies such as the high taxes on high-end
hixury consumption based on steict quantity contral, which has
become an important channel for redistribution. On the other hand,
we shall, in accordance with international practice, implement a low
tax policy on the basic necessities of [life to support low-income
consumer and expand their consamption,

We shall implement the long-teem mechanism, and strengthen and
irmprove the real estate market regulation, Firstly, we shall strengthen
the supervision and implementation of various policy measures
developed, under the condition of the persistence in the palicy of the
crediv limit and the ban on purchase, we should increase the small
apartment and low price commercial housing supply, meet the rigid
demands of ordinary residents for the home purchase, and at the
same time, we must accelerate the development of "differentiaved"
credit policies and the purchase policies for the commercial housing
market in order to support residents and assure them that their
improvement housing needs would be satistied, Secondly, we shall
continue to strengthen the management of financing, planning,
construction and allocation of the indemnificatory apartments, and
increase the effective supply of the market, Thirdhy, we shall improve
the housing land supply system and the real estate tax system, and
establish the long-term regulation mechanism of real estate market,
We should expand the scope of property tax to promote the
implementation of unified real estate registration svstemn, squeeze out
those whao obtain houses not te live in bt for speculative investment,
Fourthly, we shall strengthen the remtal market regulation, improve
the protection for the lessee, expand the rental housing supply, and
prevent the rent from rising too fast, which gives a great impact on
the housing needs of the low-income,
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STRATEGIC UPGRADING OF YANTIAN PORT UNDER THE
BACKGROUND OF GUANGDONG-HONG KONG-MACAU FTA
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trade, and above all, to initiate a trial investment and free up the financial system. It's
expected that interest rate liberslization, exchange rate [iberalization, financial product
inmovation, owverseas business and a general open-up of financial service and flow of
capital across borders will happen in Shanghai FTA az pilot projects. The ser-up of
Guangdong-Hong Kong-Macau FTA has been proposed to the State Council. The project
is poing well and is expected to be approved soomn.
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The establishment of FTA comes in accordance with Chinese
economy pattern, which is beset with difficulties from abroad or
home. China 15 deepening 1ts reform and accelerating the change of
governmental functions. Service sector s being expanded and trade
and investment management 15 inomovated. So FTA is not a policy
bonus towards certain city, rather it's a pilot project for a new round
of national reform and opening-up.

1. Free Trade Pilot Zone against the Backdrop of New Global
Trade Pattern

Mowadays Chinese economy has come to a crucial period of
transition highlighted by excessive capacity in traditional industries,
rising costs, diminished demands overseas and a lack of new sources
of economic growth. “Political dividends” have become the engine of
economic growth for the next ten years. There is an urgent need for
promoting cxport competitiveness as well as import given the current
foreign trading records. Specifically,  transit trade and offshore
business should be developed and new ways must be found to
circumvent trade barriers which would further integrate with global
trading. finance and shipping policy. The great efforts in the reform of
services and finance can maximize the benefits of a more open project
in the shortest possible time. It helps drive up the sluggish foreign
trade and provides experience for identifving the new economic
growth engine.

Trade liberalization represents the general trend with more trade

barriers removed. The prospect of Free Trade Agreements s
guaranteed. Ohver |10 countries tock part in the negotiation of
regional investment agreements. The cooperation in trade formed by
China's FTAs contends with TPP and TTIE

Bl kEEFHAFERERE (TTP) MIE K HFRER E (TTIP SR 2RI HATALL
Figure |: Mew global trade pattern under US dominant Trans-Pacific Pantnership Agreement (TPP) and Trade and Investment Partnership (TTIP)
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Source; Reuters, SWS Research
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2. Explanation of FTA Policy

According to  international practices, FTAs generally uphold a
preferential honded policy under which tariffs on foreign products and
customs clearance are exempted in certain arcas within the national
territory hevond customs territory: Forelgn products are allowed to
freely flow within or across borders. Take Shanghai and Singapore as
an example, the system of FTAs mainly imvolve three aspects and six

points.
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First, the priority of FTA and bonded areas is to liberalize trading.
The customs supervision is carried out with the principle of "to ease
control on the first line; to have restrictions on the second fine®. All
services are provided at one checkpoint only for the sake of effective
operation and the online information platform should be improved.
Regular imported or exported products are exempted from custom
dutics and are free from restrictions on quota or licensing conditions,
Custom procedurcs are simplificd: companies are allowed to declare
within 14 days after products are imported, management is
outsourced and governments only take up the supervision role.

Second, investment expansion mainly involves the inflow of foreign
-upi!a]s and the outflow of domestic capitals, an:ign enterprises will
he given pre-establishment national treatment and be evaluated with
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a negative list approach. The inflow of foreign capitals and the
outflow of domestic capitals are implemented with filing system,
Some services will be expanded. Investment qualifications should be
suspended ar called off, Capital ratio and business scope aceess should
be restricted, Companics engaged in overseas equity investment
should be sct up and overseas fund of funds should be supparted,
Preferential policies in bonded arcas (including capital and foreign
exchange control} would be duplicated

Thirdly, financial liberalization is key to the FTAs, Contrallable funds
can be freely transferred between bank accounts within and beyond
borders. In further cases, cursencies can be exchanged freely The
endesvors are o provide convenience to investments across borders
and open up capital market steadily. The cross-border use of RMB
would be further popularized to enable borrowing of RMB from
overseas, Enterprises in FTA are allowed to launch twoe-way RMBE cash
poeling business within themselves based on their needs,

3, The Scheme of Guangdong-Hong Kong-Macau FTA Enters the
Final Stage of Discussion

The scheme of Guangdong-Hong Kong-Macau FTA has been reported
to the State Council and is considered as a well-rounded one,
Guangdong-Hong Kong-Macau FTA is meant to built into the center
of international manufacturing, international logistics, internaticnal
trade, international maintenance, international R&D and
international clearance, duplicated from Shanghai FTA but beyvond it
in scope,
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Three key points for the possible cstnb]ishing time of (1ua.ngdnng-
Hong Kong-Macau FTA:

I. CEPA "Closer Economic and trade Partnership between mainland
and Hong KongMacau Arrangement” being effective for ten years,
Mainland and Hong Kong has basicalby achicved service and trade
liberalization, meeting the 12th Five-Year Plan target. Ower the past
ten vears, two sides have gradually reduced or canceled taniff and non-
tariff barriers of all substantial goods trade; gradually realized service
and trade liberalization, reduced or cancelled all substamtial
discriminatory measures and promoted the convenience of trade and
investment. A rudimentary regional FTA is taking shape.
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2. Is there anv possibility for the Guangdong-ITong Kong-Macau FTA
to be approved? Will it be positioned as international FTA or a
regional one? Both Zhu Xiasdan, Governor of Guangdong, and Leung
Chun Ying, Chief Executive of Hong Kong Special Administrative
Region, once expressed that Guangdong, Hong Kong and Macau are
pressing ahead for central povernment's approval to co-build a
regional FTA. Different with the positioning of Shanghai FTA,
regional FTA is aimed at expanding Guangdong's openness to Hong
Kong and Macau. Iowever, the existing CEPA has already been
playing the same role as FTA. A decade has passed since the goal was
put forward to realize service and trade liberalization in Iong Kong
and Macau, so is it proper to say that this proposal is a self-restraint,
not bold enough to be called a breakthrough? Based on cooperation
experience between ﬂuangdnng, Hong I'Cnng and Macau, maybe a
more meaningful strategic positioning can be put in place by actively
expanding openness of 9 provinces in Pan-Pearl River Dielta of South
China to member states of ASEAN [Association of Southeast Asian
Mations).

3. Shall *Oianhai-Mansha-ITenggin® and Barvun Airport be integrated
into one or shall thevy develop with distinctive functions? The
Guangdong-Ilong Kong-Macau FTA is designed to incorporate
Cianhai, Mansha, [Henggin and Baiyun Airpors, covering 1,300 square
kilometers and stretching across Shenzhen, Guangzhou and Zhuhai,
the three administrative regions. Even though the three regions are
under the administration of Guangdong Province, interest conflicts of
regional development may affect stratepic positioning of the zone.
[Yifferent from Shanghai FTA which is under the sole management of
Shanghai authority, “Clanhai-Nansha-Ienggin® stretches over three
regions with overlapping functions and targets. This is a disadvantage
in competition with Pudong.

Oine way out is to establish administrative committees inside the FTA,
which enjoy the provincial level of administration. Chanhai of
Shenzhen will develop modern service industry Cooperation and
demonstration, and innovative finance industry Henpgin of Zhuhai
will explore Guangdong-I long Kong-Macau new mode of cooperation
among based on geographical advantage of Henggin Bridge and high-
tech innovation. Mansha of Guangzhou will create business service
center, technological innovation center and education and training
hase, which connect to IHong Kong and Macau. A clear and distinctive
positioning for each of the three regions will help Guangdong-Hong
Kong-Macau FTA get the green light

Instead of a "policy bonus™ for specific cities, FTA is a pilot project for
China's new round of reform and opening wp. It has essential
distinction with the existing bonded areas, Shenzhen Qianhai and
Tianjin Binhai Mew Aress. From Shanghai FTA tno the future
Guangdong-ITong Kong-Macau FTA, the targer is to improve free
trade functions amd to serve as a pilot project of government
supervision. More importantly, it @5 a testing ground for the
liberalization of investment and finance, and its influence on the
region, particular in assets revasluation, business volume growth,
platform facilities construction and the exploration of the industrial
chain of port enterprises.
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YANTIAN PORT UPGRADE OPPORTUNITY UNDER
GUANGDONG-HONG KONG-MACAU FTZ POLICY

bl ik
By Zhang Xilin
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Under the concept of "o ease control on the first line; w have effective and efficient conrol
on the second line” of Pree Trade Zone (FTZ), free mobility of goods, people, capitals and
information in FTZ will bring new upgrade cpportunity of three lanpe industries for port
eriterprizes.  Logistics  increment resulted from  free mobility of goods will  promaote
warchousing business increment of the port. Free mobility of capitals will drive development
of financing and leasing business, while information communication will provide opportunity

for development of cross-border e-commuerce.
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1. "Logistics” Increment Promoting Warchousing  Business
Increment of the Port

Breakthrough of two policies under FTZ will promote commaodity
maobility of the part, thus bring abour new increment of warehousing
business, On one hand, the introduction of import tax policy of
Shanghai FTZ will promote entrepot trade; on the other hand,
lonsened  policy  restrictions on foreign vessels will promote
development of international transit business.

Entrepot trade becomes the entry point of trade liberation. Goods
trade &5 the basis of FTZ, and trading enterprises shall carry out
entrepot trade in FTZ. From the angle of policy support, the
introduction of import tax policy of Shanghai FTZ has already
indicates encouragement to entrepot trade. The specific
encouragement policics are shown in there aspects: (1) tax exemprion

to machines, equipments and other goods required by import of

manuifacturing enterprises and producer service enterprizes in the
pilot area; {2} added-value tax and consumption tax during import
process shall be imposed on goods that are produced, processed and
sold to the inland through “second line” by enterprises in the pilot
arca in accordance with law; (3} under the premise of strict
implementation of tax policies for goods import, specific location 1s
allowed Lo set display and transaction platform for the bonded.

Hl: #o ¥ HEW Haoisione

Figure 1: Entrepot trade is the entry point of trade liberalization
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Figure 2: Top 7 ship-owners in China own 36.9% of FOC wessels
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Figure 3: FOWZ wessels has a 58.1% proportion in COSCO
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Loosened policy restrictions on foreign wessels will promote
development of international transit business. Currently, Chinese
ship-owners own a large number of Flag of Convenience (FOC)
vessels, According to our statistics, FOC vessels account for 36,9%
(the Top 7 largest ship-owners in China totally have 1,439 vessels,
among which 331 are FOOC wessels), COSCO with larpest
accountability of FOC owns 58.0% (as is shown in Figure 2 and
Figure 3 below). Under the original palicy, cabotage of FOC is strictly
forbidden by Chiness policy. Under the overall background of FTZ,
the Motice (2013} Mo, 38 issued by the State Council has loosened
the restriction on this. In order to promote transic shipment business,
non-national fag (FOC) wvessel owned or controlled by Chinese-
funded enterprises are allowed 1o practice cabotage for container
tranaport between domestic coastal ports and Shanghai Port as a pilot
project.

Taking Shanghai Port as an example, by preliminary estimation, the
policy shall bring about 900,000 TEUs of international transit boxes
every vear for Shanghai Port. The main source of international transit
boxes is Pusan Port, Korea. According te our statstics, the
international transit boxes of Pusan accounted for 44%, among which,
the main fransit boxes are from Circum- Bohai Sea Region of China
such as Dalian, Tianjin and Qingdao. If restrictions on FOC vessels
are loosened under the FTE framework, the international container
transport between Europe and Mediterranean route that transits at
Circum- Bohai Sea Region will choose Shanghai Port for transit.
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Figure 4: Comparizon of taxes between national flag vessels and FOUC vessels
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2, “Capital flow" Increment Promoting Increment of Financing
and Leasing Busincss

Policy breskthrough under FTE is concentrated on the open of
financial liberation, which means low-cost overseas financing and
high-efficient capital warnover, With a more free financial
environment, lower-cost  overseas capitals, plus FTZ policy o
encourage development of financing and leasing business and current
situation that Chinese domestic ship-owners own a large number of
FOC wessels, financing and leasing husiness of shipping will gain a

development opportumnity in FTZ.

FTZ allows and supports to set 3 to develop finandng and leasing
business, As for the above mentioned current situation that Chinese
domestic ship-owmners own a large number of FOC vessels, on the
basis of snalysis, there are three main reasons forming the status gquo:
i1} the core technology (for instance, shipping engine and overall
design) of shipbuilding industry is in the overscas, If purchasing from
the broad, importing into the inland and registering as the national
Mag wvessel, there will be high taxes. Here are comparisons ol Lax costs
herween national flag vessel imported and registered and FOO vessel
(foreipn vessel) directly imported overseas and registered {as shown in
Figure 4 below), {2} Mot considering accessibility of core technolegy
and core accessories, there is still the problem of higher financing cost
in domestic shipbuilding. It is found out by comparison that, whether
in 2008 with high extent of industry prosperity or in 2013 with low
extent of industry prosperity, financial cost of shipbuilding between
the overseas and the domestic has a larpe gap {as shown in Figure 5).

B5: B 4

Figure 5: Lower cost of funds abroad
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Ships are buill with low-cost overseas funds. Under the FTZ svstem,
the institution is allowed o set SPV te implement financing and
leasing business. In addition, 5PV is incorporated into pilot project of
export rebates {if relevant accessories are purchased abroad and
handled as export, supplier can gain export rebates), Meanwhile, FTZ
will establish proper foreign exchange management svstemn to provide
financing conventence. The core to develop financing and leasing
business is e gain overseas low-cost funds, From current policy, it is
ta allow pilot enterprises in Shanghai FTZ 1o create two main
international and domestic accounts (one offshore account and one
anshore account), which can make interconnection and interflow of
capitals (currently there is interflowing limit and it is cxpected to
break through in the future). Cifshore account and overseas account
are interflowing totally. From specilic operation model, UK TAX Lease
financing model can be wsed as a reference in order to gain tax
preference of government when the ship is built with low-cost
financing capitals,

E6: UK TAX Leased)@bi4RATRLAMHE

Frguree &: UK TAX Lease financing model can be used as a reference
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3. "Information flow” promoting increment of cross-border e-
commerce business

Under the background that “information” can flow more freely, cross
horder e-commerce will see development in FTZ. Cross-horder impaort
e-commerce has a large market space. If comprehensive efficiency or
level of settlement, clearance and afier-sales service are enhaneed, it is
heneficial for port enterprises to develop such light-capital business by

taking advantage of their peographic advantages.
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Figure 7: Cross-horder e-commerce accounted for a very low proportion of tetal import and export
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Growth rate of transaction scale of cross-horder e-commerce (%)

Proportion of cross-border e-commerce accounting for total scale of
import and export is only 9.8%. According to official data of 2012,
total scale of Chinese import and ecxport transaction was
approxvimately BMB 24.3 wrillion, however transaction scale of cross-
border e-commerce was only RMB 2.3 willion, accounting for 9.8%,
Settlement, clearance and after-sale services are three main reasons
why proportion of cross-border e-commerce transaction was not high,
According o research results of IRESEARCH, main reasons why sum
proportion of cross-border e-commerce transaction was relatively low
include: tedious foreigm exchange and settlement procedures, slow
logistics and clearance [declaration and taxaton) procedures, la.l.:l'i.i.ng
in quality and after-sales service,

Cross-border  import  c-commerce market has s huge potential,
According to research results, the first three reasons why domestic
consumers  choose  cross-border  eccommerce  are: LUnavailable  in
domestic shopping sites, guaranteed quality and good price. Shanghai
FTZ is involved with speeding up fostering e-commerce service
[unction, meanwhile improving customs  supervision, payment,
logistics and inspection systems. So fan there is already one entity in
practice--Kuajingtong.  Kusjingtong, an e-commerce platform, is
divided inta two sections—FTZ Section and Direct Shipping o
China, The goods are quality guaranteed with a price 30% lower than
phvsical stores. Clearance time is shortened from 15 days to 3 days.
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The approval of Yantian Comprehensive Bonded Area will accelerate the transformation
and upgrading of Shenzhen bonded areas and feasibly enhance the position of Yantian
Port's logistics industry as an ocean shipping portal in the Pearl River Delta and even in

Southern China,
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THE APPROVAL OF SHENZHEN YANTIAN COMPREHENSIVE
BONDED AREA WILL PROMOTE ITS INDUSTRIAL UPGRADING

X/BER(LBAERES Q8
By Bao Zhiming (from Shanghai Shipping Exchange Bulletin)
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On January 232 this yvear, the State Council offically approved the
project of Shenzhen Yantian Comprehensive Bonded Area, which
means that Shenzhen first comprehensive bonded area was formally
approved,

According to the introduction, the newly approved Yantian
Comprehensive Bonded Ares is a merger on the hasis of the original
Shatoujiao Bonded Area, Yantian Port Bonded Area and Yantian Port
Bonded Logistics Fark, integrating zll the functions and policies of
these areas under special oustoms supervision, with the bonded
warchousing, international trade, international distribution,
international Lransit, inspection and maintenance, bonded display,
B&DY and manufactarng, port aperations and other functions, There
are 301 enterprises within the area, covering a net area of 1,16 square
kilometers with 1,443,000 square meters of workshops, warehouse
et

A relevant person in charge from Shenzhen Economy, Trade and
Information Commission says that Yantian Comprehensive Bonded
Area will aim at a world-class port group to be built jointly by
Shenrhen and Hong Kong, expand the bonded trading and futures
business of bulk spot commaodity through the great development of
international trade, port logistics, high-tech processing, ocean
shipping, international electronde commerce and ship leasing industey,
canstruct a free trade platform of engineering machinery, construction
electronic, food and ether products, and develop value-added services
such as port related logistics finance, insurance consulting, offshore
business and supply chain management, so as to build the east near-
port: industry cluster and the port logistics headquarters base and to
further consolidate Shenzhen's status of foreign trade and coastal city

Yamtian the First Mover
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27 wears ago when Yantian Comprehensive Bonded  Area was
approved, the first bonded area in Chinese continent was born in this
plece of land

In December 1987, Shenzhen Government approved the
cstablishment of Shenzhen Shatoujian Bonded Arca, which was
officially approved by the State Council on May 28, 1991, Shatoujian
Bonded Area has, relving on the preferential policies granted by the
State and the awthority given by the Municdpal Government,
pussessing the unique geographical advantage of being connected with
the Hong Kong and refernng to foreign experience of free trade
regions, made unremitting efforts and undertaken exploration w
create a good investment environment that is operated according o
the international practice, and thus has ereated a "One-stop” work
method and a "One-stop” service mode, Therefore, it has first formed
the efficient administration system and complete supporting service
mechanism, which plavs a leading mle for the establishment and
development of nther domestic bonded arcas.

In September 1996, the State Coundl approved the establishment of
Yantian Port Bonded Ares in the middle of Yamtian Port. In August
2004, the State Council approved the establishment of the Bonded
Logistics Park to strengthen “the linkage between the banded area”
and the port. On December 30, 20035, Yantian Port Bonded Logistics
Park was officially put into operation,

Yantian Port Bonded Logistics Park is blended in geography into a
whole with Yantian Port, one of the world's top ten largest container
ports, with a 24-hour opening "Easy Access” in the south area directhy
connecting  Yantian Terminals, The integrated operation is
implemented in the Park and the adjacent port aress especially for the
development of modern logistics indusiry; the enterprises in the park
emjoy the preferential policies for the bonded areas in the customs,
inspection and quarantine, foreign exchange, taxation, etc, The "ax
reimbursement after the access into the Park™ has been exercised, or
the domestic goods that enter the park are deemed as exports, the
application for the tax refund can be made after making the export
declaratinn formalities

Ower the past 20 vears, relving on the location advantage of heing
adjacent to Hong Kong and the system and mechanism advantape of
being the frst to test. the three bonded aress of Yantian have
developed into "a national model open window and & high vield Geld”
by the transfer of global industry and the promotion of the division
and cooperation of labor of Yantian Port, and have plaved an
important role in guiding the industrial agglomeration, spurring the
economic growth, integrating into the global development, ec,,

Bw 2013, the three banded arcas of Yantian have in total utilized
forcign investment of 610,000,000 US dollars, completed the impor
and export of 148, 140,000,000 US dollars. In 2013, the three
bonded areas realized an industrial output value of 87, 100,000,000
Yuan, a yearon-vear growth of 538%, mnport and export of
44 390,000,000 US dollars, and 2,450,000,000 Yaan of the total wax
revenue, not only achieving greater cconomic output in the smaller
industry space, but also making outstanding contributions for the
import and export trade of Shenehen and even the whole Southemn
China,

Transformation and L'pgrmling

In the past development of the bonded areas, there are some
prominent problems: the first is the low level of industrial structure or
4 high proportion of processing trade and traditional logistics, so the
advanced manufacturing, R&D design, supply chain management,
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brand operation and other high value-added businesses are in urgent
need Lo cultivate; the second is that the reglonal lunctions are Lo be
perfected, and free trade, free trade finance, free trade commerce and
ather modern service functions need to be further expanded; the third
is that the development space has approached the limit, the vast
majority of park area is small and highly developed, and thus the
industry carrving space is in great shor; the fourth s the aging
infrastructure, the stagnent supporting construction. the short
management resources and so on, so it is difficult to form the high-
end industrial hardware environment; the fifth is that the regulatory
mede cannot meet the modern bonded  industrial  diversification
demands,

Based on this, at the end of 2011, Shenzhen Government issued
“Upgrading and Transition Werk Program of Shenzhen HBonded
Areas’. According to this program, with the merger of Shatoujiao
Bonded Area, Yantian Port Bonded Ares and Yantian Comprehensive
Bonded Arca of Yantian Bonded Logistics Park, the integration of
Yantian Port and the rear bonded park will be integrated, a full play
will be given to the superimposed effect of policy functions for the
bonded ares and the bonded logistics park, and the nine major
business functions will be mealized such as the port operations, the
international transshipment and  re-export, the international
procurement and distribution, the bonded processing, the loglistics
value-added services, the international trade agency, the port financial
information service, the modemn commerce service and the bonded
multimodal transport in order to build a world-class part group of
Shenzhen and Hong Kong by means of building a comprehensive
honded area as a breakthrough.

Among them, in the space optimization, Yantian Comprehensive
Bonded Area 15 divided into the port business area and the rear land
area, and the port business area will form some sub functional areas
such as the port operation, trade service, port value-added service,
multimodal transport and others; the rear land area is to be built inlo
a cluster gathering the high-tech processing and production services,

In the industry upgrading, Yantian Comprehensive Bonded Area will
guide the orderly move of the labor intensive industry, promote the
lIow wvalue-added logistics services to develop into the supphy chain
management businesses, greatly develop the industries such as the
science and technology research and development, internaticnal trade,
ocean shipping and ship leasing, expand the commodity spot bonded
trading and futures businesses, construct the engineering machinery,
electronic products, lood and other free trade plallorms, develop the
value-added services such as relevant finance, insurance, consulting,
shipping, freight forwarding and rescue information processing, and
build an east port industry cluster and a port logistics headguarters
hase,

In differentiation, Yantian Comprehensive Bonded Area will have a
certain division of labor Shatoujizo Bonded Area will promaote the
transformation of low value-added bonded processing industry to the
advanced manufacturing, give prionty to the main development of
productive service industry such as bonded trade, RE&D and detection
and repair relving on the port, and improve the intensive land
atilization of the park and the business and industey functions
theough land replacerment and facility reconstruetion. Yantian Port
Bonded Logistics Park will focus on the development of high value-
added multimedal transport and the thisd party logistics in the south
and on the promotion of the commadity trade, the port services, the
supply chain management and the exhibition and trade businesses in
the north. Yantian Bonded Area will speed up the infrastructure
construction, prepare for the Customs approval of the comprehensive
bonded area, and focus on the development of the hi-tech port
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industry in the futare,

In the specific projects, Shenzhen Government hopes that Yantian
Cormaprehensive Bonded Area will, taking the large-scale logistics
cenier of Yantian Port as a leader, have constructed a free trade
platform of bulk commodities, cnginecring machinery, clectronic
products, liquor, food and other products by the end of June 2014 so
a5 to drive port logistics enterprises to develop inmo the imported
poeds distribution center, have completed the construction of Yantian
Port Bonded Logistics Park construction and  infrastructure
supplement engineenng and perfected the inspection facilities of the
customs clearance by the end of December 2004, and have completed
the plan and constraction of the modern bonded logisties center by
the end of December 201 5,

Holding a Stable Hub Position of Yantian Logistics

According to the existing program, Yantian Comprehensive Bonded
Area will not only have all the preferential policies and business
functions of the present bonded areas, export processing  areas,
bonded logistics parks, cross border industrial zones, bonded port
areas and comprehensive bonded areas, but also strive to become the
powerful engine of opening to the outside world, of an important
international [ree port in the Asia Pacific region and of the industry
upgrading of Shenzhen and its surrounding areas, and become the
leader of a new round of opening economic development,

According to the insiders, Yantian Comprehensive Bonded Arca will
become the new engine for Shenzhen bonded arcas to promote the
transformation and upgrading in order to achieve the regional
integration, resource integration, function integration and control
integration, Among them. the regional mtegration will change Yantian
Bonded Area's situation of being scattered in guantty and small in
area so as to provide space emough for the comprehensive
development of strategle emerging indusiries, the modern service
industry and the port service industry; the resource integration will
change the status of the weak regional industry linkage and the
insufficient suppaorting resources in Yantian Bonded Area in order to
ereate conditions for the whele port's comprehensive linkage and the
industry integration  aptimization; the function  integration  will
change the current status of a single industrial function in the park
and enhsnce the area's industry and land walue; the control
integration will change the status of the multiple supervisions in the
small domain lay the foundation for the upgrading of the supervision
orpanizations and the optimization of the supervision mechanism.

For Yantian Port, the establishment of Yantian Comprehensive
Bonded Area will be conducive to the stability of its status as a
logistics hub in Southern China, Thanks ta the port, Yantian District
has heen thriving, so the advantages of the port is the first advanrage
for ¥antian cconomy, and the port logistics industry is not only the
first pillar industry of Yantian but also the important component in
the development of its port industry, which plays the basic and overall
rode of extending the industrial service chain and radiating to the
hinterland and bring along its economic development. The
comprehensive bonded area 15 the main carner of future development
ol Yantian port logistics industry, and relving on the global first big
port of freight volume, it will effectively enhance the ocean shipping
portal position of Yantian Port logistics industry in the Pearl River
Drelta and even in the regicn of Southern China,
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INNOVATION, TRANSFORN
AND DEVELOPMENT

—YANTIAN PORT UNDER NEW ERA OF IL

By Lv Waei

When we are speaking of all port cities, like Rotterdam, Singapore, Shanghai, Shenzhen or Dalian, since they are the
core strategic resources, the ups and downs of a city are closely related to the development of ports. Hence the upgrading
and transformation of ports will covertly have a far-reaching impact in changing the city's development and prosperity.

The port and shipping in the era of interconnected economies are not simply berths and transshipment anymore; there
exists the formation of zero Inventory turnover logistics solutions for customers under the background of big data; full
supply chain services are achieved through the mobile data elements including booking, space sourcing, bill of lading,
transshipment, storage and processing in a svstem-wide information platform; the import and export circulation of port
industries pulls up both trade volume and huge profits; the abundance of financial derivatives provides convenient
financing for small enterprises... This is the prototype of a smart port. and this is a gradual pursuit for Yantian Port.

Under the environment of “Innovation, Restructuring and Transformation”, it is obvious that the use of new ideas and
new initiatives, the development of new businesses as well as the achievement of leaping forward is the only path for
Yantian Port to achieve industrial upgrading in the context of restructurng. In the face of the economic trends in the bay
area, the challenges of industry restructuring as well as the pressures triggered from state-owned enterprise integration,
Yantian Port Group held meeting on principles on March 13-14, 2014 and presented macro and micro innovative ideas
as well as implementation recommendations on specific issues. These include innovation and transformation of port and
shipping industry enterprises plus transformation and upgrading of industry in the era of big data; strategic ideas
combining “logistics flow, information flow and capital flow”; strategic innovation and developmental restructuring of
the Group; methods dealing with innovative ideas in the background of big data and technological changes in the cra of
interconnected economies and last but not least, implementation of “three flows”,

All developments are based on innovations; and all innovations mean restructuring. In the course of history, every point
which has a decp impact starts simply from an idea, a concept or an attempt. Yet, opportunitics always come to those
who are well prepared. Under the influence of new ideas, Yantian Port is now sailing out on a new journey!
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To intensify the construction of Yantian Port Huizhou Coal Wharf and to extend the coal industry chain is not only an

important step or "a breakthrough in its main business” of industrial upgrading for Yantian Port, but alse an important
strategic deployment for Yantian Port Group to promote its main income based on the long-term main business.
Therefore, it is necessary by promoting the construction of the coal wharf to tamp the foundation of coal terminal

operation, extend the coal wharf industrial chain and to mine a new profit growth point.
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1. Adhering to the orderly construction

Yantian Port shall maintain its steady style of work and do s good job
in the safety management work such as engineering, personnel and
property At the same time, in order to promaete the project, it reguines
that the EPC general contractor work strictly in accordance with the
approved preliminary design and construetion drawing design, the
jrint-design supervisor examine and verify the necessary engineering
change, and full play be given to the comprehensive management
advantages of the EPC general contractor to ensure that the main part
of the project be completed successfully,

2. Speeding up the preparation for the coal wharf's operarion

i1} The wharf must make great efforts to market itself, do its publicicy
work well, attend to tracking those power plants such as Meizhou
Power Plant and Jinggangshan Power Plant, which the group leaders
visited last wvear, get into the hinterland of the wharf - [iangxi
Prowince to wisic the warious potential and high quality large
customers, actively introduce Yanttan Port Hulchou Coal Whart,
make full use of its shareholder's advantage, highlight the brand value
of "Yantian" and reserve the customer resources.

(2} The wharf must go to visit and do some research work on the

well-known  coal  wharfs in our country such as  Caofeidian,
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Qinhuangdao and Liamvungang. make an exhaustive study on how to
optimize the production process, the management mode and the
aperation cost of the coal whard, accumulate a large amount of coal
(bulk) terminal operating expericnce, provide & feasible production
personne]l management mode and a structure plan for the one-step
coal terminal operation.

3. Expanding business ideas based on the coal wharf

(1} Based on the coal terminal operation, the wharl must do a good
job of its foundation business, including coal loading and unloading,
coal storage, and loading trains with coal (transport). The wharf must
establish a modern, stable, efficient production mechanism, make a
full urilization of its high awtomation technology, and enhance the

muarket competitiveness of the traditional business.

(2} While doing 2 gpood job in the basic business, the wharf must
explore the feasible value-added services 1o maximize the economic
value of the existing equipment. For example, by adjusting the power
of the bucket-wheel stacker reclaimer, it may develop coal processing
services - coal blending to provide personalized service schemes for
customers with personmalized requirements, so as to improve its
camprehensive competitiveness.

4. Err.:nﬂing the coal industrial chain and inti:g':ating the

TESDUTCES

The wharf must extend the coal industry chain, integrate and
optimize coal supply, storage, transportation, sales and other links in
the allocation of resources, and mine new profit growth points, The
specific steps are as follows:

(1} The development of coal logistics must be made and the coal
industry chain should be expanded to both the upstream and the
dowmstream trﬂnspn-n'

The coal logistics is between coal production enterprises and end
users to provide the customers with the standard products and the
customized solutions, Lo create high value added economic
management  activitics of one-stop, compatibility, consistency,
reliability and others, and to realize the pradual value addition of the
coal from the pit e the boiler, The concrete implementation method
is based on customer’s demands as the starting point, so the wharf
must provide the coal transport thind party service for the customer,
organize, coordinate and manage the whole coal transportation
process, becoming the organizer and manager in the coal industry
chain.

{2} Introducing large coal suppliers and building the coal zales center

[reserve center)

The wharf should, taken as the center, optimize the allocation of
resources of coal production and coal consumption. The concrete
steps are such as participating in large national coal sales, negotiating
with the large coal suppliers and introducing and carrving out
comprehensive cooperation with them, and selling their standardized
ar personalized coal products in the wharf, so that the wharf will be
built inte the coal sales center in the eastern region of Guangdong.
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(3} Exploring the coal procurement service (as a purchasing agent)

The wharf should make full use of its business resources, grasp the
real-time peneral trend of the seller's market, provide customers with
standardized and persenalized coal product supply and  demand
schemes, and sell the coal procurement service as a purchasing agent.

(4) Managing the whole supply chain process

The wharf will play a coal supply chain management mole in the whaole
process, stabilize, orgamize and coordinate  efficlently  the coal
purchase (purchase on someone's behalf) - coal processing {coal
hlending) - all aspects of coal transportation, and provide the one-stop
service for customers, so that the wharf will possess a fixed "door w
doot”™ service function,

i5) Exploring the provisien of financial services

In the background of industrial transformation and upgrading of
Yantian Port Group, the wharf must make full use of the advantage of
the port resources, integrate the logistics, businesses and cash fow
around  its  industrial chain, provide the settlement, guarantee,
financing and other financial support services for the upstream and

downstream customers, realize the upprading of the traditional coal
wharl business model, and enhance its comprehensive
competitiveness by providing diversified services,
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THOUGHTS ON BUILDING DACHAN BAY

INTEGRATED LOGISTICS AND TRADE INDUSTRY BASE

P i
i

LATFELEESASEER
By Assels Management Department of Dachan Bay Porl Investment & Development Co._ Lid.
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Since 2011, Dachan Bay Port has been faced with the extreme pressure of transformation and upgrading
and the new development opportunities because of the great changes in the international economic
situarion and the pattern of world trade. In order to cope with the new situation, Dachan Bay Port
Investment & Development Co. | Ltd has actively opened up trade and logistics businesses based on the
aoriginal port operations, stived o build DMachan Bay integrated logistics and trade industry base, and
smlght to achieve the straregic target of the "new coastal city, an integration of port and city”,
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1. Important significance of building Dachan Hay integrated
Ingistics and trade industry base

(1) It is consistent with the main development direction of [achan
Bay Port Investment & Development Co., Ltd and be propitious to
the transformation and upgreading of the traditional port logistics
imdustry

According to the requirements of the industrial transformation and
upgrading, the development, it is an inevitable choice for Dachan Bay
Con Ld e develop the modern logistics industry For example, the
project of China Smart Logistic Netwotk Shenzhen Core Node, which
is being promoted in cooperation with Cainiae Company, belongs to
the category of high value-added modern logistics industry of
electromic business service, which can provide Alibaba and other
network. operators not only with the electnic business platform, order
form  finance, data processing, product packaging, warehousing,
distriburion and other value-added services bur also with import and
export order logistics services for the ftuere  development  of
international E.commerce, so the project condorms to the business
and industry development direction of the company After the project
is put into operation, it can provide convenient logistics services
relying on the port on the one hand, and it can also expand the port
buesiness and Iogistics scale and increase the terminal container supply
of goods on the other, so as to realize the main business of the feeding

purt.

(2) It is in favor of Dachan Bay Co, Lid stand on a high starting
point to cultivate and develop modern logistics industry to establish
the business model and enhance its core competitiveness and
profitability

At present, Dachan Bay Co., Ltd is stll in the initial stagpe in
developing the logistics industry, successful operation factors such as
market, management, human resource and technology still need to he
avcumulated, and the operation mode stll needs exploning and
innovating. It is a great help for Dachan Bay Co, Lid to cooperate
with the well-known enterprises to develop the trade and logistics
industry standing on the high peint, accumulate the operation
experience, train the management personnel, and gradually build up
ity owm ahility of competitiveness and sustainable development,

(3) It iz in favor of Dachan Bay Port in creating a business
atmosphere and enhancing the value of land so as to provide good
conditions for the port to make an intensive use of land resources and
the follow-up project development.

Through the development of the rrade logistics industry, it will, on the
one hand, expand the high-end business by the introduction of
leading enterprises and with the help of partners as industry leaders,
create a common industry benchmarking enterprise, and butld a
strong commercial stmosphere within the port ares; it can, on the
other hand, form a cluster effect with the help of the partners” brand
awarencess  and  advanced business  position to promote the

development of related industries and attract more enterprises to
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invest in the port and form an industrial cluster in order to promote
the caltivation and development of the modem logistics industry
chain in the port. This will greatly enhance the land value the Dachan
Bav and provide good conditions for the port in the intensive use of
land resources and the follow-up project development.

2. Basic idea for Dachan Bay to build an integrated logistics and
trade industry base

Taking the projects such as China Smart Logistic Network Shenzhen
Caore Mode and the Word Famous Car Expo Center as an
opportunity, it will give full plav to the advantages such as Dachan
Bay area’s position, land, port anmd supporting industry  resources,
actively seele the cooperation with E-commerce leading enterprises
and famous logistics enterprises such as Alibaba, Tencent, Suning, and
Shenzhen Agricultural Products and  gradually  establish  complex
formats covering the commodity exhibition and trade center, business
lngistics industry park and fishermans wharf in order to create a
modern service industry ecosyvstem of logistics, information fow and
capital tlow in one,

3. Some suggestions on creating Dachan Bay integrated logistics
and trade industry Basc

{1} Siee selection

It includes Dachan Bay subsidiary butlding area, the supporting arca,

the termunals Phase 3 and the rear yard.
(2} Posittoning

With the port a5 the core node. the electronic commence a5 a link and
the thied party trade platform a support, iU will gather suppliers,
network  businesses, Ingiﬁtin w:anthm:ﬁiug entcrprises, E-commerce
service providers and other industry resources to create the integrated
supply chain service platform with the online and offline service
integration and development, and construct a comprehensive trade
and logistics industry system characteristic of Dachan Bay

(3} Industry modality

The commaodity display trade Center will be s combination of many
functions of commaodity display, transaction (including online and
offline), settlement, w:wclmu:;ing, distribution and supporting services
such as autos, steel, agricultural products {including food), imported
food and other goods.

The EB-commerce lopistics industry park will include an electric data
processing  center  based on cloud computing, an order-based
production center, a supply chain finance service center, an O-to-0
{onlne-offline) experience shopping center. a logstics net warchouse,
an incubation base of small and medium-sized E-commerce
enterprises, modern logistics enterprise headquarers, and commercial
facilities.

The fisherman's wharf will gather the functions of catering, tourism,
leisure, entertainment, shopping, culture, and other services in one,
forming & composite urban complex with modern wharf and its

supporting facilities.
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(4} Development and operation mode

Two kinds of cooperative and independent modes can be taken:

(a) The cooperative mode: Dachan Bay Co., Lid will set up a joint
venture company with Cainiao, Shenshen Agricultural Products and
other partners, After achieving project development land, the joint
venture company will be responsible for the imvestment, construction,

UPE‘I'EUUII. and manangL::L of the FITU:-I'_LL

(b} The independent mode: Dachan Bay Co., Ltd will independentdy
conduct the investment, development, construction and operation of
specific projects,

(3) Profit-making mode
(a) It will obtain prafits through the joint venture company,

(b} It will make profits through the use right of the ficld or the
property in the industrial base and the provision of the office, storagre,
display. trading, settlement and other one-stop services for enterprises
in the base of.

(c) It will obtain some income or interest by providing supply chain
finance business for enterprises in the base and by financng through
participation in logistics trade such as small loans, lease financing,
pavment collection, advance pavment, pledge of warchouse receipts,
logistics factoring and others.

(d) It will get revenues by providing value-added services such as
product packaging, warehousing and distribution, business planning,
advertising, tourism, leisure shopping and property management,

To create Dachan Bay integrated logistics and trade industry hase will
help form a gathering ares of prosperous electronic commerce, trade
and logistics enterprises relying on the port logistics center and a port
leisure service arca in order to accelerate industrial transformation
and upgrading, all these will produce B-commerce and logistics trade
and consumption of 100 billion Yuan and increase the tax; they will
gererate a large number of high-end creative designs, software
development, dada application, photography, packaging. tourism and

other service enterprises and promote the reglonal service industry
development; they will also promote the area to foster and attract
personnel in high-end electronic business, modern logistics, tourism
andd other related fields.
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YPG IN THE DEVELOPMENT, CONSTRUCTION AND
OPERATION MANAGEMENT OF YANTIAN INTEGRATED
BONDED AREA: OPPORTUNITIES AND CHALLENGES

L/EHERHEEAFENIRSA

By Yantian Port Bonded Arealnvestiment and Bevelopment Co., Ltd. - — s =
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Integrated Bonded Area (IBA) iz devoted to the diversified
development of bonded processing, bonded logistics, international
trade, virtual port, and offshore finance, mainly through comdinating
domestic and international markets, Ar the same time, it has the
effects of stimulating the economic development in adfacent areas,
nurturing supporting industries outside the zone, hr[nging enterprises
into the induest ry and :auppl:,r chain of processing trade, promoting in-
depth integration of production, processing, trade, logistics and
services inside and outside the zone,

Yantian Port Group (YPG) shall be responsible for the development
and management of the [BA, and seize opportunities ta cooperate
with international hir-;h-::nd processing, trade, finance, e-commerce
and other enterprises. With high-rnd industries entering the zone,
YPG shall promote the upgrading and restructure of related industries
inside and outside the zone as well as the adjacent areas, and achieve
“vertical and horizontal integration”, Meanwhile, it should look far
into regional transformation and development trend, improve the
facilities and platforms inside and owtside the zone, develop R&ID,
cammmodity display, trade, processing, transportation, clearance and
ather services in the zone, By ciﬂing these, YPG can promote the
breakthrough of main industries such as shipping, logistics and real
estate, and finally stimulate the comprehensive upgrading of regional

industries,
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Thus, YPG has the following opportunities and challenges in the
development, construction and operations management in YIEA,

1 .{_'.lppurllmilim in bonded Pl{n:u:ssing

Domestic raw materials are eligible of tax rebates when entering the
IBA, and imported raw materials can be bonded upon entering the
IBA. Goods in the zone can flow freely, exempted from value added
tax and consumplion tax. Importing raw materials and semi-finished
products from abroad without advanced filing or record with the
Customs, processing enterprises can postpone the pavment of tariff
and other related taxes, Onee the raw materials enter the IBA, no
matter coming fram home or abroad, bonded processing will be
carried out before re-export, thus considerably reducing the tax costs
for processing trade enterprises in the zone

Lipportunities; The advantage of bonded processing invoelves both
international and domestic markets, making use of resources from two
markets at the same time

Theretare, YIBA has great attraction for processing trade enterprises
with high-tech and high value-added features. YPG shall cooperate
with international high-end processing trade enterprises, based an the
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advantages of Shenzhen's high-tech industrye It zhall bring in high-
tech and high value-added processing trade industry and take the lead
in the industry chain, thus promoting industry upgrading of the
region. Based on this platform, YPG can win more opportunities for
its future growth.

2. Opportunities in bonded logistics

When import and export cnterprises inside and outside the zone
purchase raw materials and sell produces, IBA can provide them with
honded logistics services including warchousing, distribution, walue-
added processing, maintenance, R&D, international transshipment,
import and re-cxport, Because the entrance of goods is deemed as
export and tax can be rebated, purchasers have no need to pay value
added tax in advance, In the zone, goods of different types from
various areas can be mixed and then packed. This can help integrate
resources effectively, save costs and time. and thus increase profit
margin of cnterpriscs.

Opportunitics: YPG can take advantage of the kev industries such as
shipping and logistics, and cooperate with renowned international
logistics enterprises 1o develop modern  comprehensive  logistics
industry, [t can atract both outhound carge genersted from the
adjacent area and inbound cargo to enhance the logistics sector of

YPC.

Meamwhile, the total export tax rehates of various scgments in the
zome is greater than those of finished outhound products, therefore, it
iz casy to sttract a variety of cxport processing trade industry chains
gathering around YIBA. YPC can study the strategy of international
trade market, plan import and cxport or re-cxport processing trade
industry chain, and then organize related commerce and imvestment,
thus guiding the industrial development of the region.

3. Opportunitics in international trade

(1} Trading companics are allowed to register in YIBA. All types of
enterprises im the zone are entitled the righs of import and export,
and they can engage in global or regional procurement and
distribution. Gaods entering the zone can be containerized for impaort
and cxport, Valuc-added processing can also be conducted, which
includes

grading, categorizing, deconsolidation, sorting, packing and so on, In
the zonc, R&D, product testing, after-sale maintenance, equipment
leasing and other services related to bonded processing, honded
lagistics, poods trade can also he conducted.

(2} Enterprises in the zone can undertake rescarch & development,
commaodity  display and  exhibition, inspection and maintenance
services. The instruments, cquipment and materials used both from
home and abroad can be bonded and enjoy tax cxemption and tax
rehares policy withour any industry limitation, The goods entering
the zone for testing can enjoy bonded conditions, no matter it comes
from home or abroad. Outhound equipment can be shipped o the
zone for maintenance under bonded conditions and then be re-
exported.

Opportunities: YPG can establish itself to be the service platform
provider for enterprises and customers in the IBA. Tt can sct up
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international trade center, and by integrating YPG's related properties,
it can have international shipping center, procurement and
distribution center, manufacturing center, sales center, operational
clearing center, logistics center, maintenance center, R&ID} center,
futures delivery center and other high-end extension services of the
industry chain. At the same time, YPG shall enhance its information
service, create trade informatiom nevworks, take the lead in the
construction of “hip data system, and realize one-stop service in
international trade.

¥PC can also foous on the development of international commaodioe
display, exhibition, R&I}, testing, maintenance and other high-end
services. All these will help attract domestic and international talents
and customers, promote the combination of production and research,
and enhance the overall competitiveness of the regional industry

4. Opportunitics in virtual ports

(1) One-off declaration & One-off testing: All the import and cxport
poods of IBA can complete declaration, inspection, and release in the
zone. If packaging is in good condition, the goods can directly enter
or exit the border when arriving at airports and ports, without
applying for customs ¢learance and inspection procedures again,

(2} Tax rehates at the port of departure: The poods depanting from
other domestic ports for transshipment in YIBA can apply for tax
rehates upon sailing off from the port of departure. As a result,
customers can get the rehates in advance, a true benefit from the
police

(3) The Customs will exercise bonded supervision for the goods flow
hetween IBA and other Special Customs Supervision Arca or Bonded
Supervision Arca. There is no limitation regarding tvpes or the storage
time of the goods in the TBA. If the ownership of the goods remains
unchanged, the gonds can he distributed directhy or distributed after
simple processing, and then he sold to other domestic supervision
zones of overseas market with no value added tax or consumption tax
according to the instruction given by the owner of the goods.

Opportunities: With its Command Department being the government
agency, YPG can make use of this platform to collaborate with port
authorities to get policy supports, It can create comprehensive c-port
platform and integrate warchousing, logistics, customs clearance,
inspection and other related information flow inside and outside the
zone, In this way, YPG can have core logistics information in hand,
taking lcad in trade and logistics industries of the region.

Meanwhile, being the core enterprise in the zone, YPG can be the
pilot zpot to set up “virtual airport” and “virtzal port” by wtilizing
international transport hub of Shenzhen Airport and Shenzhen pons.
It can bring in “truck flight”™ and “truck vessel™ and other business
models to extend the port functions to the YIBA. It can provide
importers and exporters with seamless access to :IIr.-:nj__r| Kong. It can
also provide a wvariety of entry-exit gateways, so as to the [BA's
attractiveness to more logistics and cash flow.

In addition, YPG can even take advantage of honded supervision
policy in the future to build free trade zone networks of city-level, of

provincial level, national level or even of global level. By wirtualky
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integrating the advantages of multple special supervision zones, il
can inmovate trade and logistics maode, amd  participate i the
competition with international free trade sones.

5. Orpportunities in offshore finance

According to the foreign exchange management policy of IBA,
enterprises are allewed to set up offshore accounts in the xone,
moreover, multinational enterprises can establish financial center and
settlement center for the convenience of fund settlement when
engaping in overseas business. The open of offshore accounts is
verfied by the banks themselves, without the audit of State
Administration of Foreign Exchange, so that the procedures are more
convenient than the open of conventional foreign exchange accounts,
Because offshore accounts are cash accounts, cash deposit and
withdrawal are not accepred. Account funds are free w flow inoand
out without the audit of State Administration of Foreign Exchange.

Opportunities: Based on the understanding of the domestic JBAs
which are under operation, the existing services in the zone need
offshore finance to improve fund turnover efficiency and  fund
agglomeration, and upeoming services also need the support of
offshore finance and other supplementary services. Again, offshore
financial service has been a trend for [BA. Meanwhile, because
enterprises in the zone have fewer restnctions when purchasing
foreign exchange, enjoy morne convendent procedures when reporting
balance of payments, and do not need to verify when trading overseas
gronls, it's easier for thern to get involved in offshore finance.

YPGo ocan wtilize the partnerships with the major domestic and
international banks to

launch cooperation with them and expand offshore financial services
in YIBA., This will help create a better operation environment for
enterprises in the zone, promote the transformation of [BA to free
trade zone. Meanwhile, this will help open up a new way for ¥I'G's
financial services and boost the development of the Group,

Shanghai Yangshan Bonded Area's successful management model is
separating  povernment  from  enterprises, which can be wsed for
reference. Government  authorities implement centralized
administration  of [BA, providing enterprises  with  centralized,
convenient and efficient administrative services. The key developer of
the Area is entitled with the nght to develop and construct in the
wone, and the use right, income right and management right of the
invested projects as well. This can bring its functions to full play and
stimulate the growth of the regional economy. The basic management
medel 15 as below:

(1) The municipal government carries out unified
administration for IBA and performs the following duties.

110rganize the construction planning of IBA and its adjacent areas,
and implement it after the approval of the municipal povernment.

2)Exercise the administrative approval and penalty  efficiently
avcording w0 the suthorization of municipal government or

commitment of related departments.

3) Coordinate and manage the planning. construction, industry and
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commerce, finance, labor and social security,  environmental
protection, sanitation, safety and other public administration in 1BA
and adjacent areas.

4} Coordinate with the Customs, Inspection, Maritime, Taxation,
Foreipn Exchange and other relevant administrative departments in
Lhie wome.

53} Compile industrial development directory, co-ordinate industnal
lavout, and manage investment projects and development and
construction activities.

6} Promate the construction of public information platform in the
zone, tmely release public information, and realize the integration
and sharing of information resources,

71 Assist relevant departments of municipal government with other
administrative work.

8) Promete the transformation of governmental functions in IBA and
the adjacent areas, optimize the administrative approval, improve
public services and coordinate the development of economy, society

and ecolopgy

&) The acceptance and examination of propozals by the administratve
departments

are centralized, with specific time frame and all the procedures will be
Lracked.

(2) The major entity is responsible for the development,
construction, operation  and management of IBA and the
adjacent areas. Responsibilities are as below:

I1Entitled with the right to develop and construct in the zone and the
use right, income right and management right of the invested projects

2} The development and construction should be in line with the
planning of IBA, under the supervision and puidance of the
governmental authorities,

3} Besponsible for the development and construction of the
infrastructure in the zone as well as the management and reserve of
land. BRelated land revenue should be used for the infrastructure
construction and maintenance in the zone.

4} Take charpe of the construction project management in the zone
under the supervision and guidance of governmental authorities.

5} Carry out initiatives to attract investment and new business,
according to industnal development directories and the planning of

the IBA.

6} The Municipal Government takes compensatory measures related
to development and construction, and formulates specific measures Lo
support the investment and construction of major developers in the
Enne.
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ESTABLISH YANTIAN PORT MODERN LOGISTICS CENTER AS
CHINA'’S FIRST INTELLIGENT LOGISTICS COMPLEX

pra st Bk -8 RO e
By Yantian Port Lagistics Co,, Ltd, Marketing Department
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In recent vears, with more and more warehouses coming on stream at
the Yantian Bonded Logistics Park and other off-dock areas, the rent
and operational charpes have seen a steady decline. For instance,
monthly rent price of bonded warchouse has dedined from BMEB 60
yvuan per square meter o BMB30-40 wuan per square meter
Regardless of the added value of facilities, rate of retumn will stagnate
at Jow level if traditional operation remaing the only revenue resource,
Meanwhile, in traditicnal operation of logistics facilivies, value-added
space of asset and operation is restramed to a very low level.

In the ape of data, new trend in supply chain leads to customer's
higher demand on both imtegrated operation of IT system and KI'D
indexes such as warchousing supply, operational efficiency, safety
management, tmeliness, acouracy and ermer rate. Cff-dock warchouse
logistics at Yantian s struggling in "Red Ocean” due to downsward
price, increased cost and rigorous demand in operation and services.

Yantian Port Modern Logistics Center (YPMLC) should develop a
novel commercial operation mode] so as to conform to the new trend
im supply chain,

1. Definition of Intelligent Logistics Complex

Based on the successful experience from Wanda Group, which has
butlt urban complexes in various Chinese cities and thus set up a
successful commercial model involving commerce, dining,
entertainment, hotel and residence, proposal has been made to update
Modern Logistics Center (MLC) into the frst intelligent logistes
complex in China. If it proves to be a commercial success, the model
can be introduced to other domestic logistics parks.

In its definition, intelligent logistics complex is an entity that boasts
of jumbo-sized swocking volume, cutting-edge warchouse design and
construction standard, a variety of warehouoses, sophisticated
supporting facilities, hi-tech information management system, low-
carbon and environmentally-friendly operations, attraction to high-
end customers, professional service providers and s caring
EOVIFOTIMEnt.

2. Outlook of Intelligent Logistics Complex

Possessing  jumbo-sized  stocking volume and  advanced design
standard, MLC already has the prerequisite to be an Intelligent
Logisties Complex. Preliminary outlosk of follow-up construction
procedures and plans is as follows.

2.1 Bring in a varicty of warchouses

Seen from the lease in the past ten months, the layout of warchouses
is taking imto shape. In the center, there are 15,000 square meters for
data warchouses, 60,000 and 20,000 sguare meters of general dry
ponds warehouses, 5, 500 square meters of food warehouses, which
include 300 square meters for homothermal warehouse. Besides, plans
have been made to build 10,000 square meters for reefer warchouses
which can reach -25 degree Celsius and 4,000 square meters for

logistics base for dismantling and installing heavy equipment.
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Onee the aforementioned warehouse §5 built, customer's various
demands for stocking facilities can be generally mez, One-stop service
can definitely enhance market competitiveness of MLC once it is
completed,

2.2 Improve supporting facilities

Besides warehouses, ML is equipped with business tower covering
10000 square meters, and 13,000 square meters of office area, In this
way, relevant supponing services can be improved. The main plan is
as helow:

A dining center covering 1,004 square meters at the business tower is
ta be built, to provide a convenient dining environment in the park,
Banks and small chain supermathets will be brought in to make life
easier, International logistics enterprises and domestic enterprises will
be invited wo set their regional headquariers or headguarters here,
Canvention centers and video conference centers are to be included,
Ar the office area, there will be operation centers of logistics
enterprises as well as declaration brokers, trucking companies, freight
forwardess as well as testing centers, packaging and sorting centers,
Moreover, goods exhibition centers and customers negotiation center
will be in place,

All the supparting facilities will serve to enhance MLC's attractiveness
to the customers and the loyalty of the staff by providing more
convenience Lo them,

2.3 Set up hi-tech IT system

MLC is working on an all-in-one information service system. With
management and operation functions as the foundation, it integrates
the popular mobile terminal software, cloud computing and mobile
pavment, To meet the wend of  miceo-marketing, MLC Lainches a
prublic WeChat account—fingertip logistics, which is shown in the
following sereenshot,

The service is available for the third-party public. Based on mobile
terininal software svstem, people in MLC have access to information
melease, peographical navigation, service tips and other interactive
services, Specific functional model is showm in the following picture,

An  improved system will enhance customer’s confidence by
strengthening standardized and wvisualized management of supply
chain to the lasgest extent,

2.4 Create a low-carbon and environmentally-friendly operation
maodel

The roof of MLC is o be equipped with solar photovoltaic power
generation system, Lo reduce energy consumplion of electricity-
intensive programs such as data center and reefer warehouses, thus
contributing to emvironmental protection.

AL MLC, *Yantian-Hong Fong Express Line™ has been carried out asa
pilot program, aiming o replenish trucks running between Yantian
and Hong Kong, to reduce vacancy rate and mileage of trucks, and
consequently CO2 emission can be decreased.
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2.5 Optimize stroctural composition of international high-end
CUSLOMErs

With principles of active engagement and fast market penetration,
0% watehouses have been put into wse by customers after [0-month
of advertising. In next step, the targeted customers are large
international companies, world Top 500 Enterprises and E-commerce
businesses. All these efforts are to improve the level of customers,
Through in-depth cooperation with the customers and by extending
service upstream and dewnstream, MLOC s expected to gain more
commercial benefits in the whole process of supply chain.

2.6 Create a warm and caring working environment

[hiferent with traditional warehouwses that pay close attention o
goods at the expense of stall’s working environment, ML takes stali's
combort as a serious facter Specfically, working and Irdng conditons
can be improved by adopting separate Lransport system [or men and
wehicles, by applying natural highting and ventilation system, and by
optimizing physical distance between office area amd  operation
section, Stall working in the center can fulfill their tasks in a
respected and healthy environment, with higher elficiency and more
Irenefits,

To deliver all-round services o customers and swall, facilities such as
tennis court, badminton court, [iiness center will gradually be put
into place, and Starbucks, MeDonald’s and other chain stores are also
Lo be invited im. All these efforts are (o create a prosperous
community based on the transforming and upgrading brought by the
establishment of the Yantian Integrated Bonded Area,
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In the cloud era with big data, in order to achieve transformation and
upgrading of Yantian Port Group (YPG), it is bound to construct
advanced information platform to take up the leading position of
seientific and technological information. For this, we must make full
use of the advantage of Yantian Port International Information Co,,
Lid, (¥PII} in information development. With YPII as the keystone,
we shall actively Lake advantage of resource integration and vigoroushy
promote the construction of such aspects as cross-horder e-commerce,
Yantian Intcgrated Bonded Asea, supply chain finance, big data,
mobile Internet and so forth so as o promete operation efficiency of
the port, improve business environment and create an intelligent port,
thus facilitating transformation and upgrading of the port logistics
and maintaining everall competitiveness of Yantian Port.

l. Mecessity and Sufficiency to Create Information Platform
1. Structural requirement of port transformation and upgrading

There is an apparent phenomenon of “Dualization (globally leading
port operation coesasting with pnmary business environment as well
as logistics service)” in Yantian Port, With the improvement of
management, operation efficiency of other domestc ports gradually
parallels with that of Yantian Port. Under the drumstance that the
aperation expenses of Yantian Port are 20% higher than that of other
ports and the background comprehensive business environment is not
dominant, the optimization and transformation as well as upgrading
from overall aspects are urgenthy needed.

The primary business environment and logistics service of Yantian
Port are mainly embodied in such aspects as follows: first, cach
industrial sector develops separately, Logistics, capital flow and
information flow are lacking in organie integration and partial sector
is lacking or imperfect; second, it requires little to enter logistics
industry, =0 there arc many small and micro enterprises, which affects
healthy  development of logistics due o cut-throal competition
resulted from a lack of puidance; third, there is serious phenomenon
of “Iinformation island” in the supply chain process, so business, data
andd information cannot be interconnected, which has a strong impact
on flow speed and transmitting quality of information, causing
reduction of overall cfficiency of supply chain; fourth, as the
management of some small and medivm-sized enterprises with low
credit rating does not conform to the standard, it is hard for them to
get external funds.

The aspects mentioned above shall directly lead to logistics industry
of Yantian Port lacking in capacity of devcloping high-end logistics
services, which shall hinder transformation and upgrading of logistics
industry. Themfore, primary logistics service mode of Yantisn Port is
required to be transformed so as to improve the overall cfficiency of
shipping supply chain and decrease comprehensive aperation costs,
thus maintaining overall competitiveness of the port.

2. The only way for enterprise development in Internet era

As informational technology of big data, cloud computing, mobile
Internet, ete. have been applicd more and more widely in recent years,
varlous traditional industries in China have actively or passively
accelerated Internet transformation. Both leading enterprises of cach
scctor such as Huawel, Haier, Vanke, etc. and domestic port
enterprises are responding actively and speeding up their Internet
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technology The Group shall conduct transformation and upgrading
by means of information technology so as to transform business and
Ingistics mode and enhance Yantian Port's position as the hub port of
South China.

3. Chualification of relevant industries

The Group has been well established in each industrial sector with
huge capital, assets and resources after development for nearly 30
years. Sufficient capital has provided s puarantee for Internet
development and exploration of the next stage,

Since it was established, relying on the two shareholders and the port,
YFII has made exploration of teansformation and upgeading by means
of informatization: first, 1t has initially established itsell as the key
provider of port service information to the port users, in competition
with China Merchang Information and Shenzhen E-Part; second, with
link of Yesinfo platdform, it is well connected Lo direct eustomers such
as brokers of declaration and mspection, ete. and indirect customers
such as comsignors, forwarders, erc.: third, it has cultivated a team of
professionals familiar with both port operatons and information
technology; fourth, it has proactively explored information service of
supply chain, Meanwhile, there are difficulties for YPII such as
unclear development direction, vague product positioning, insufficient
core information, relatively small scale, narrow industrial coverage
and less distinctive Internet feature.

Therefore, if YPII can review its own advantages and disadvantages,
and proactively cooperate with other industrial sectors of the Group,
it can become the keystone of the transformation and upgrading of
the Group, with wvision and action and the supports of the
shareholders.

II. ¥Vision, Positioning and Dhrection of Development

Vision: Connecting with the port; innevatively providing high-quality
Internet services; promoting supply chain efficiency; reducing trade
costs; assisting in promoting port transformation and upgmdlnj;:
ereating favorable port business environment; ereating intelligent port

Positioning: Providing high-guality and reliable port service
information for customers; rnhanq‘ing information scrvice level and
business environment of the port o adapt fo the new business and
operational model in the Internet Age; expanding business with clear
dircction: aptimizing standardized TMANAZETNCNT; fnstcring active
corporate culture; being the kevstone in teems of information industry
for the shareholders.

Therefore, the goal of YPI1 is to become an outstanding operator on
port service  information, based on its reliable and  superior
information services provided for the port users. It is the natural
requirement for the ports transformation from focusing only on
terminal services to extending its services to the off-dock areas and
even to the central region of Pan-Pearl River Delta. All there will
facilitate Yantian's position as a solely traditional port operator to
become a multi-dimensional commercial services provider, thus
forging comprehensive advantages as hub port of South China.

L Specific Development Drirection

1. Enrich the existing platform functions and ensure information
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service provided for the port users ; Offer “one-stop”™ services for
shippers and improve efficiency of overall supply chain

In terms of integration of logistics information resources, YPII has got
imitial achievement, offering an  information service platform
integrated with customs affairs, port affairs and billing for shippers,
which promotes logistics efficiency and reduces logistics costs. In the
next stage, YPII can combine emerging information technologies, such
as big data, mobile Internet, ete. to interact with the varous sectors
across the Group. These efforts can integrate and explore customer
resources to provide shippers with one-stop services and further
enhance efficiency via exploring self-service online clearance for key
customers. In  addition, 1t will alse integrate “dry port” and
intermodal transportation to reinforce market promotion to extend
highly efficient and su perior mantime transport service of Yantian to
the Pearl River Delta and inland areas, sttracting more cargo sources
far Yantian Port and generating more container volume,

2. Explore supply cham finance

In view of the phenomenon that micro, small and medium-sized
enterprises in logistics sector of Yantian lack finance support: firstly,
we should develop c-payment based on Yesinfo platform to
incorporate logistics, refueling, e-commerce and other kinds of
transaction in the port induitry into greater e-payvment scope. We
shiould also conduct research on cooperation with third-party payment
or independently apply for license and accumulate capital with e-
payvment. Secondly, establish data model through big data analysis
and research credit assessment and risk control system establishment
based on net operating income, amount of exports, warehousing lease,
refueling volume and other transaction status and  commercial
behaviors to explore unsecured loan for micro and small enterprises.
Thirdly, cooperate with third party or found guaraniee company for
small and mediumesized enterprises, and research different guaranty
styles such as credit guaranty and pledge by warchouse receipts.
Fourthlv, based om the above-mentioned, further study financial
transaction structure (o build financial network service platform,

establish online fnancial service hall in Yantian Port, and explore
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various financial services including financing pavment, financing
lease, financial lease, supply chain insuerance, and so forth,

3. Proactively launch information system of Integrated Bonded Area

On January 22, 2014, the State Council officially approved the
extahlishment of Yantian Integrated Bonded Area and the Area will
start operations upon completion and after passing oificial ::p-pmigal
in 2015, To ensure a smooth flow of logistics, information and capital
to and from the Area, and o take advantage of the policy benefits and
avoid isolated operation of the Area, and create the Lone into core
backbone node of Yantian Port Ecosystem, we should  positively
commence with proactive implementation of information system of
Integrated Beonded Area via the following four steps: fiestly, establish
clearance and allocation monitoring platform in the Area to ensure
highly efficient circulation of vehicles, cargo and containers on the
hasis of meeting customs requirements and address bottlenecks during
prutting preferential policies of the Area into practice; secondly, lainch
public enterprise Softwane as a Service (Saa5) doud service to provide
enterprises with united data management and transmission service
and interwork with port authorities and enterprises outside the Area;
thirdly, explore financial services in the Area to provide online
pavment of pavable cash with e-payment in the beginning and then
provide stable and robust finance-resembled services by gradually
integrating e-supply chain finance; fourthly, attempt to build e-
commerce service in the Area so a5 to upgrade the platform from a
service platform to a transaction one,

4. Actively conduct cross-horder e-commerce construction

Yantian Port 15 a convenient gateway for export, and Dachanbay
Terminal has large proportion of import cargo and the advantage in
agricultural products impaort as well. Considering these factors, YP1I
can conducl cross-border  e-commerce  construction by firsthy,
enriching functions of Yesinfo platform to provide customers with
self-service online clearance when conditions mature and attract cargo
from the central region of Pan-Pear] River Delta to Yantian for export;
secondly, symchronizing the construction of Integrated Bonded Area
in Yantian Port and rescarching fast clearance, tailor-made cross-
horder export warehousing services in the Area to form cross-border
export e-commerce model; thirdly, highlighting import of food, bags,
accessories, cosmetic products and ather high-quality consumprion
products {even working with Hutchison Whampoa and the Wharf
Holdings on explorng the cooperation on online sales in Shenzhen of
their offline sales scctors) by taking the opportunity of recent
ag:iqululml p-FI'H.i'.!ﬂ ,-_wmpcratiﬂn agreement and in consideration of
the characteristics that Shenzhen, adjacent to Hong Kong (from
Shenzhen to Hong Kong is crossing border), is @ metropolis with 14
million of population, shareholders of the two parties boast brand
influence and rescurces in the Port are abundant, e form a cross-
bhorder import e-commerce model integrated with exhibition and
transaction functions,

5. Commence establishment of big data system

In the original Yantian Port Ecosystem, linkage and integration of
industrial sectors are insufficient, leading to separated business
transaction and value chain and various fragmented data, therefore,
consolidation of logistics, capital {low and indormation flow is
requircd where establishment of big data svstem s a key link. To
estahlish a big data system, the first step is to analvze business process
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of supply chain and value chain; the second step is to stady big data-
based new commercial business model; the third step i to gradually
integrate data of all business with connecting with port onented for
data analysis, modeling and excavating: the fourth step is to amach
importance Lo construction of data talent and infrastructure,

6, Dirive logistics industrial transformation & upgrading in the Port by
taking full advantage of Yantian Port International Information
Service Platform

In 2011, Yantian District Crovernment and YPID jointly sipgned
Framework Agreement on Cooperative Establishment of Yantian Port
International Information Service Platform, aiming at promoting
paperless application and gradually achieving integrative clearance
mode]l to improve quality of logistics service in Yantian District and
transformation & upgrading of logistics industry YPI will continue
its cooperation with Yantian District Government to jointly formulate
relevant  industry  supportive policies according  to features  of
information technology and logistics industry, achieve integration of
information technology and logistics industry with the carrier of
Yantian Port International Information Service Platform, and
praduslly build the development model of win-win ccoperation in
Yantian Port Ecosyvstem.
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