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The recent statement of Chinese national leader about the “new normal” of economic development
enables the world to further confirm China's tolerance for slowing down of cconomic growlh, Recently,
when investigating Henan Provinee, Chinese Chairman Xi Jinping pointed out that Chinese development
was still in s period with important sirategic opportunities, and that we should start from the periodical
characteristics of Chinese economic development and adapt to the new normal with more confidence and
usual mind,

As an important economic téerm in recent vears, “new normal” was first put forward by Mohamed El-
Erian, President of American PIMCO. Although it has different meanings in different fields, in macro-
eccomomy, “new normal” 15 commonly described as the slow and painful process of cconomic recovery afler

crisis by western public opinions.

Omne ministry officer stated that Chinese economy, as an important part of world economy, inevitably
presented a “new normal”. “Seen from the macrocconomic data and practice in recent two years, we
should transfer our knowledge from the past 'normal’ to 'new normal' as soon as possible.” The
abovementioned officer said the wording of “new normal” received guite high recognition among most of
the officers in economic field and this time Chairman Xi confirmed this wording and unified people's
awareness, Meanwhile, the basis of Chinese tolerance for slowing-down economy was formed and the idea
of adjusting structure was confirmed again,

To ;iii'; el
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Chinese “New Normal”

After Erian put forward the concept of "new normal”, different people
from different fields of finance, business and macro-cconomy, etc,
gave different explanations, On the 40th Davos Forum held in 20710,
a puest put forward that maybe the world could not retumn o the
stable "normal” state before financial and cconomic crisis, and that
the world would face a brand new "normal” state.

Li Yang, Vice Director of Chinese Academy of Social Sciences,
mentioned in-an anticle named Mew 5tage of Chinese Economic
Development that global crisis entered into the “new normal”,
Traditionally, economic crisis could be shown in negative groweh for
several continuous vears, However, since a ]ar_gl: amount of regulatory
policies’ were launched powerfully, the current stage crisis is not
manifested in negative growsh. Instead, it is manifested in economic
growth fluctuation at low level, excess glohal liguidity, constanthy
changing prices of bulk commoditics and assets, rising of trade
protectionism and peopolitics tension, etc,

In post-crisis era, main economic entities in the world begin to focus
on the concept of "new normal”. More and more people analyze
Chinese cconomy with this concept, In 2002, an international rating
institution named Fitch stated that Chinese GDF matched with the
growth rtate of “new normal”. Fitch also thoupht that Chinese
economy would svoid “hard landing”,

Then, what on earth are the characteristics of the “new normal™ of
Chinese economic development? In Lin Peilin's opinions, who @5 the
Vice Minister of Development Strategy and Repional Economic
Research Department of the Development Rescarch Center of the
State Council, considering the distance between the technology level
in China and leading edge countries and comparing with the past
normal, “new normal” could have several charactenstics: the growth
speed could reduce compared with past over 10 years, bur still higher
than that of other economic entities, especially developed economic
entitics in the world; the main prowth driving force will turn to
transformation and upgrading, peoduction rate increase and muolti-
element innovation; there will be new change in economic structure,
for example, the proportion of service industry will exceed the second
industry and the proportion of investment will reach peak value and
slowly reduce,

In Li Huivong's opinions, who is the Chief Macroeconomic Analyst of
Shenvin & Wanguo, in “new normal”, 1.Chincse economy slows
down from high speed. growth to middle-high speed growth; 2.Chinese
economic growth mode changes from extensive growth to growth
driven by innovation and consumption; 3.Compared with ordinary
economic growth period, in this period, anti-risk should be placed aca
more important position, the hardship of reform should be fully
understond, and the pressure released by sk should be fully
estimated.

MNew Crisis in “New Normal”

Facing the “new normal”, mainstream public opinions in the world
search for breakthroughs during reflection, and wvarious economic
entities’ crisis and solutions also hecome the discussion focus. Manv
analysts’ ideas abour “new normal” have something in common: the
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"Chinese crisis” known by mainstream public opinions currently is
miainky shown in Jocal debi pressure, financial nsk, ocess production

capacity and factor cost increase, et

Wang Yiming, Secretary General of NDRC once said that the
challenges in Chinese “new normal” mainly included four aspects:
1 The conflict of excess production capacity become more obvious,
2 The prowth of production factors cost was specding up; 3.Lack of
enterprise innovation shility hecome increasingly evident; 4.Financial
risk muy increase.

The latest research report of VOB mentioned that with {China's
initiation of reform, structure reorganization and rehalance, s
ECONDOTY also entered into the "new normal” of gr_mlc E]’D‘Wﬂ'l., 'nh!:;h
could extend to the second season in 2004,

The basic characteristics of "new normal™ are mainly decided by the
technological distance between leading edpe countries and the change

of economic basic factors.. The key of recognizing “new normal” is.

being objective rather than optimistic or pessimistic. Accurate
estimation will achieve 2 stable transfer from old normal to new
riprmal.

How to p]an ahead?

To face the new sitoation, the world's major cconomic entitics take
measures separately Among them, China's "ransformation” and "mild
stimulus” attract more attention. In the abovementioned reporr., UOR
said Chinese government had made pmcti;:a] response to the potential
growth resistance. Just the policy was milder and more specific. This
was opposite to massive fiscal and monetary stimulus policies after
global financial crisis.

When visiting Henan, Chairman Xi stressed that the fundamentals of
Chinese coomomy remained unchanged, and required that we should
insist secking improvement in stability, keep handling the relationship
among  steady growth, promoting reform, adjusting structare,
impraving people’s livelihood, and anti-risk, He also said we should
deepen reform, give full play to our advantages, create innovative
ideas and make overall planning to ensure sustained and healthy
ecomomic development and socizl harmony and stability:

Mamy marker participants think Chinese overall regulation and
comtrol idea at present s not launching large-scale stimulus, insisting
the decisive cffect of the market and implementing such measures as
administrative decentralization. Meanwhile, promote Free Trade Arcas
and “Two belts and one road” (silk road ecomomic belt, Yangize River
economic belt and 215t century maritime silk road), and discover new
bonus as soom as possible. Im fact, Chinese povernment has
accelerated the investment for infrastructure and security houszing
building. There are two main tasks for the current stage Chinese “new
normal™ what is more urgent at present is eliminating some
eoomomic, financial and social risk factors formed in old normal; what
is of equal urgency but more significant and farreaching is promoring
transformation and upgrading. Whether the equipment renewal and
upgrading can replace real estate to become the new force of driving
imvestment growth has hecome the kev for overall situation,
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A SHARP CONTRAST OF PORT PERFORMANCE
BETWEEN NORTH AND SOUTH

LOERR (MEERLME
Ey Chen Haiping of Shipping Exchange Bulletin
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In 2013, the world economy continued to be vulnerable on the
reviving stage under stimulating polices, and the overall situation is
relatively stable, with annual growth anly 2.9%, the lowest Llewel after
the 2008 global finandsl crisis. By April 20014, 27 listed port
companies have all accomplished their annual reports of 2019,
According to Shipping Exchange Bulletin, 27 listed port companies
achieved a total net profit of 25.5%0 billion EMB last year Compared
with the substantial increase m performance of listed port companies
a few years ago, a division emerged between north and south in 2013,
the performance of northern ports was generally favorable, while that
of southern ports gencrally declined, and other ports were n
stagflation.

According to relative reports released by the Forecasting Science
Research Center of Chinese Academy of Sciences, China ports will
continue to lead global ports in growth rate of comtainer volume, but
the repional difference of growth rate will sdll be evident, leading e
more  obvious  differences in port  performance  growths  among
different regions.

Morthern ports were generally favorable

Benefited from the owversll stable growth of China economy; the

performances of many northern ports wene generally favorable.

The operating revenue of Dalian Port (601880511 grows fastest. Last
yedr, its operating revenue was 9982 billion EMB, net profic 683
million BME, up 30.3% and 13.7% respectively, net cash inflow from
operations was 1614 hillion RMB. Its anpual repore suggests
operating revenue grew by 40.5% due to the development of trade
business, rising by 2.9% because the sceounting caliber of agency
income changed after the implementition of value added tax reform
policies. Excluding these effects, operating revenue increased by 7.07%,
which was mainly benefited from throughput inerease and rank rental
rate growth, and new assets imvestment stimulated port logistics
revenue growth, But revenue dechined sfter the separation of prnce and
Lax required by the policy of changing sales tax into value added vax,
partially offsetting logistics revenue growth

The eperating revenue growth of Tianjin Port (600717.5H) ranked
sceond, Last vear, the operating revenue of Tianjin Port was 16,620
billion EMB, net profic 1.067 billion EMB, ap 23.22% and 6.27%
respectively, net cash flow frem operations 1,112 billion RMB, falling
by 352156, The first quarter witnessed its operating revenue reaching
5.071 hillion BMB, growing by 49.58%, net profit 255 million RMEB,
increasing by 3.91%. Last year, the cargo throughput of Tianjin Port
was 31153 million tons, bulk cargo was 236,72 million tons, and
container was 631 million TEU, up 3.17%, 051% and 6.77%

respectively

Qinhuangdan Port (03369 HEK) achieved double-digit growth in

operating révenue. Last vear, s operating revenue was 7028 billion
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RMB, net peofit 1778 billion RMB, up 12.44% and 26.43%
respectively, gross profit margin 42 55%, dropping by 0.87%. And net
cash inflow was 2.2 billion BMB, an increase of shout 437 billion
RME, net cash inflow from operations was 2,852 billion, rising by
31.34%. Pwo rmeasons accounted for the aperating revenue growth,
revealed n the annual report, one reason 15 that domestic coal
aperations lump sum fee was raised from 15t June and the policy of
changing sales tax inte walue added tax was implemented from 15t
August, the other is that a subsidiary named Cangehou Bohas located
in Huanghua Port began aperations, starting o generate revenue from
October 2002, and metal ores revenue grew substantially year on year,
increasing net cash low:. Furthermore, indicated by the annual report,
by providing supporting and valueadded services, the port gained
aperating revenue 22,100 BEME, growing by 23565

As for the futare operation plan, Qinbuangdao Port suggesied in the
annual report that the designed annual capacity of Cacfeldian port
will be increased significanty in the future five years, Huanghua Port
will conlinue o invest in the construction of the ore and oil whard,
building coal terminal considering the opening time of Ganhuang
Line, the designed annual capacive of the berths in ITuanghua Port
will exceed 100 million tons, and the contamer liner routes fmom
Qinbuangdao, Caofeidian and Cangzhou 1o Shanghai Port are
expected to open this vear

Tangshan Port {BO1000.5H)  achieved  double-digit growth in
operating revenue, Last vear, its operating revenue was 4,55 billion
BEMB, net profit 888 million BME, increasing by 153 16% and 37 46%
respectively. 1t indicated in its annual report that two reasons
contributed to operating revenue gjrcrwli'u, First, ﬂ'unug!'l}'n.ll comtinued
to maintain & rapid growth rate, promoting the increase in handling
stockpiling revenue and port management revenie, which is directly
related to thronghput. Second, meschandise trade and ather logistcs
achieved fine returns, pushing revenue rise substantially. And net cash

inflow from operations was 1018 billion RMB, declinang by T4 17%:
Southern ports performance was generally deteriorating

Different from the favorable perfarmance of northern poris, southern
ports performance was generally deteriorating.

Zhuhai Port (DO0507 57 achieved operating revenue of 1291 billion
REMB last vear. increasing by 97 3%:; net profit was 92,1 million BMT,
dropping by 40.68%; net cash fow generated from operations was
12,84 million RMB, rising by 1247 44%, Although the growth rate of
aperating revenue seemed prominent, net profit alse fell sharply

Last year, the cargo throughput of Zhuhai Port exceeded 100 million
tons for the fiest time, among which Yunfu Xingang Porl Company
contributed to 2.29 million tons, increasing by 35%; container
throughput was 0.1 16 million TEL, rsing by 37.3%

In the first quaner, Zhuhai Port achieved opersting revenue of 03
billivn BMB, with the ameount increasing by 23.35%,; net profit was -
147.2 billion RMB, dropping by 177.29%; ner cash flow generared
from operations was 30.04 million RMB, growing by 21.%4%, Yunfa
XKingang Port Company's cago throughput was 627300 tons, uap
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63%; comtainer throughput was 28,600 TELU, up 3 1%,

Shenzhen OWH Limited (000022 52) achieved operating revenue of
1.78 billion RMB, decreasing by 0.17%; net profit was 503 million
RMB, rising by 7 66%; net cash flow generated from operations was
H97 million RME, increasing by 28.453%, Although the neu profic has
increased, the growth Fate was not mach,

Last year, the cargo throughput of Chiwan was 65,894 million tons,
representing incveases of 7. 1%, among which container throughput
waus 3346 million TEU, with a slight increase of 0.7% and bulk cargo
was 13311 million ons, rsing by 24.4%. In the first guarter,
Shenzhen CWH Limited achieved operating revenue of 404 million
RME, 1.99% lower than a vear earlier; net profit was 107 million
BMB, decressed by 1B 17%; net cash flow penerated from operations
was 147 million RMB, growing by 3.63%,

Yantian Port (P00088.5E) achieved operating revenue of 308 million
RMB last vear, dropping by 2.77% and net proflit was 388 million
RME, decreasing by 5.26%, Operating revenue and net profiv hoth
declined. Net cash flow generated from operations was 107 million
RME, rising by H.61%, Container throughput of Yantian International
Container Terminals (Phases 1 &1 ) was 2,929 million TEU, up
1.21%; operating revenue was {429 billion BMB. down 0.7%; net
profic was 678 million RMB, down 8.1%; container throughput of
West Port compary was 431,800 TELU, uwp |.3%; cperating revenue
wis 209 mallion BEMB, down [ 68%; net profit 999675 million RME,
down 8.07%. In the lirst quarler, operating revenue of Yantian Porl
was 67,39 million RMB, 3. 1% lower than a year earlicr; net profits
112 million RME, increasing by 41.26%; net cash flow generated
[rem operations was 24, 64 mallion RMB, nsing h}r 14.34%.

Mingho Port has surpassed imperceptibly

Both located in Yangtze River Delta region, Ningbo Port
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(BOT0TE 5H) and Shanghai Intevnational Port Group (600015.5H)
always compete with each other, But last year, the growth rate of
operating revenug and net profit of Ningbo Port both exceeded
Shanghai International Pont Group by far. According to the annial
report, Mingho Port achicved operating revenue of 11,396 hillion
BEMB, with the amount rising by 46.06% and net profit 2.84 billion
BMB, increasing bv 37 .421%,

According to the anmual report of Shanghat International Port Groap,
its operating revenue was 28,162 billion RME last vear, decreasing by
.77 % and net profic was 3256 billion EME, rsing by 5.76%. The
decline in operating revenue is mainky due to the restrocturation of
former Shanghai Port Construction Engineering Company o China
Construction  International  Port Company, and it iz no longer
included i the consolidated financial statements from February 1th
lasi year, Excluding this facter according o the same method of
calculation, the operating revenue grew by 2.9%,

In terms of the production and operation, although the cargo volume
af Minghno Part cannet compare with the “international big brother”
Shanghai International Port Group, the growth rate is not inferor to
it Last year, the cargo throughput of Mingbo Port was 489 million
tans, increasing by 9.%%, and the Mingbo Port extraterritorial dock
companies contributed to 122 million tons, rsing by [1.2%, The
contaner throughput was 18.0% million TEL, representing increases
af 8, 1% (water-water transshipment was 3.566 million TEU, up
15, 2%, domestic trade was 1738 million TEU, up 10 1% rail-water
transport exceeded 100,000 TEL for the frst time, up 76_6%)

In addition to container service, Ntnghn Port's loading and unioading
quantity of tron ore was 7905 million tons fast vear, up 11.4%; crude
oil was 40.36 million tons, Increasing up 5.4%; coal was 35,164
million toms, up 14.4%; lquefaction product throughput was 8,732
million tons, up 54%: Bo-Ro car export increased by 14.6%. At the
same tme, dry port business rose by 530%. The home port cargo
throughput of Shanghai International Porm Group was 543 million
tons last year, with the amount increasing by 8. 1%, among which bulk
cargo was 204 million tons, up 10.5% and container throughput was
33774 million TEU, up 3.8%,

Incterm of the funding, the growh rate of Ningbo Fort far exeeeded
Shanghai International Port Group. Ningho Port's net cash flow
generated  from operations was 33326 billion RMB, representing
increases of 317.64%, According to Shanghar Inlernational Port
Group's annual repoant, its net cash flow generated from operations
was 5.6 19 billion BMEB, rising by 3 LL66% from 6342 billion BEMB at
the same period in 20012,

Profits of public dock inventors has slowed down the gmw‘th

rate

Two comprehensive public dock operators including China Merchants
Holdings International Company Limited (0144 1K) and COSCO
Paciflic Limited (01199 HEK) have both made profits with lmited
grnwl,h rate,

Last vear, Chana Merchants Holdings International Company Limited
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achieved operating revenue of 7.758 billion HEID (about 6,206 billion
RME), increasing by 2.2% compared with the same perind the
previous vear The net profit was 4213 billion HED {alour 3.37
billion RME), with the amount rising by 10.3% and net cash flow
g:nc.mtr:d from operations was 3,196 billion HKD (about 4.157
BMB), representing increases of 18.0%. Port operations achieved
revenue of 20033 billion HKD {about 16026 billien RMB), up
B.09%: container throughput was 71.32 million TEU, up 18.5%: hulk
and general cargo throughput was 349 mallion tons, up 6.8%.

Last vear, COSCO Pacific Limited achieved operating revenue of 799
million USIE (about 4.948 billionn RMB), with the amount rising by
B.6% compared with the same perlod the previous vear Mel profit
rose by 105 3% to Y03 million USEY (about 4,354 hillion RMB) and
pross protit margin decreased by 3.1% to 3%.8%. Poet operations
revenue increased by 13.2% 1o 455 million USEY {abour 2.818 billion
RME); container leasing, management and sales revenue reached 348
million USD {abour 2.19 billion RMB} with the amount rsing by
34%; container throwghput was 6128 million TEL, up 10.1%. In the
first quarter, COSCO Pacific Limited achieved operating revenue of
212 million USE, increasing by 11%,; net profit dropped by 2.6%: to
64,35 million USEY container throughput rose by 92% te 15448
million TEL!
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PRAGMAT ISM AND |NNOVAT ION

By Gu Xin

Revolution 1n industry iz pewering ahead with strength and sesilience: The arrival of the big data eeahas posed challenges to the
wraditional industries, making their existence and futare development rsky, The industry pattern is making its warns and if ane goes
with the flow, further development iz on the horizon, Otherwise, its progress will be constrained

The past !]'@m--ﬂ:ﬂdﬁ af Yantian Port Group (YPG) had recorded the persistence and efforts in the process of sceking its own
n]u:i, andl today is a fresh start for the Group to make breakthroughs and to develop in the new era of ever-changing industry.

s o port-based industepYPG should have s breakthrough in s scale as well as in the industrial chain, along with another
nmporiant strategy to expand into:a multi-industrial compary. These factors will ensure it sustainable growth and harness its
leading position inthe market,

lang ane crueial, while implementatinn and promotion are the essential parts for accomplishing the goals of strategic

‘convened a business development seminar, the dea of which was integrating cloud computing, big data and

the combination of logistics, information flow and capital flow. The Group had brainstorming discussions

(the core business sections during the seminar, which gave us valuable ideas. In addition, it was significant to our future
business develdprment,

bie viston is just the premise of schieving development and it is- pragmatic solutions and implementation capacity that
{ tion of the Group, this collection of articlesaims at providing divection to the development of the
an for the related business sections, We truly belteve that with the elaborate vision and

LA e ; the world the significance of a state-owned company achieving
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TRANSFORMATION, UPGRADE AND LEAPFROG
DEVELOPMENT OF DA CHAN BAY WITHPROJECT
INVESTMENT AND OPERATIONS IMPROVEMENT

L/HBBERLEERFTEETNE (BEA: AR, S5
By 2nd Team of Yantian Port Business Development
Seminar{convener:zhou peng, Ma zhuo)
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Withthe new cconomy represented by mobile metwork and large data,
regional integration and the new trend of unification ofports and
cities, Da Chan Bayhas to catch various apportunitics and deal with
different challenges by acrively plasning and fully alizing its own
resources based on the positoning of port areas in Western Shenehen,
Guided by "the breakthrough of major industries, co-operations
berween powers, vertical and horizontal integration and two-wheel
drive". project investment and deepened operationscan help achieve
the transformation and leapfrop developmentof Da Chan Bay, which
will be the main focus of all Ta Chan Bay people from now an,

A. Transformation and Upgrade of Port Areas Driven by Various
Industries and Projects

Choosing  suitable industries for development is the kev 1o
trapsformation and wpgrade of port areas. Da Chan Bay should
precisely graspthe regional advantapes and the trend of economic
development to change the sole development of ports and relevant
industries, accomplishing the unification of pons and cities and the
integrated development of ports, industries and cities by selecting
industries that can combine modern logistics, commercial services, e-
commerce and other functions together Through the “co-pperations
between powers”, emerping industries and frontiers have enriched
both the content and carrier for the intepration of ports and cities
with the effects of industrial agglomeration, gradually achieving port
translormation and ndustral upgrade.

a.Port Industry

Mot only port industry is one of the most important industries of Da

WOl RS TN Tl —, R AFE
b L MBEMOSE, BNE, RAATELTRETE
(R, LT MR B R (R
SRR BLE GBI T X G A T L ok B
PR A o SRR T R, SR A e )
DR, KT AT WA TE R L R B IR (0T SoBUA TRl
AR B, EOfl iR RS e 4R TR EY
R e .

Mg or=d, KEseairsfsasE=7mH:

L. Ky kEsnk (8 mA

G B AT A O M) W M e a0 00
WEMEE T REA (TR0 R . R
R HE 200 2505 TEY, HEREEKITOON. F—HrE. K&
TG T M e B R T, PRI T e A AR
BRI UEE, JLFIMERETN F o T S s R R

2. WA RS T E

SHEMAE ARG 2 RFEETEN LS
BEER. XYELTENCESS S HNERME BT
H, MESEEEEEIRAER T KRR ILE B R EE
MR T, REEEHESSHESIRARNIE T
B, DT RERANHERtERRAgERERE, TERR
IE AT A e L H B3, T4 AL,

i. KEddHome

e 2 AT A G 9 F LR TR T
%o BRSO ST AT A I RO R, Y
fo A S T AU O, 4TI BT T AL 23
R DG AT R IR S M.

() Il o B e =l

WLk RmAFEE mBRS. WS 1
W, MG T MR E L, FRAMER
Rl A b AR R 6 2 g R e A I 2 T 7 B A R I
H, K EE T RGMELFAN, RRETREFOSFR
. SRR UE B, DR I e o TR e ) i R L TE A
(1. F—Br B, AR G T A B AR TR e o A L
FéihRd, dmEk s, FeaEnw. fehig
[ 1 T S e ol [ 5

B o s o B ik, R L SR E A BT
i

F e

Chan Bay company, but alse the carrier holding critical land resources
of the company. Despite the idea of port transformation and upgrade
rassed by Dla Chan Bavcompany at the carrent stagpe, the existing
plang and resounces still rely on the Chverall Layout Plan of Shenzhen
Portsandthe Detailed Planning of Land and Water at Container
Terminals of Da Chan Bay in Shenzhen Port. I D Chan
Baycompamy detaches from the port industrv and only counts on
other industrics for port development, it will lose the develapment
righits of land résources and the initiatives in works, As a résall, Jrort
industry will continue to be s major target for development i the
future,

D Chan Bay company plans to focus on developing the following
three major projects about port industry:-

1.I%a Chan Bay Internstional Contamer Terminal (Phase IT)

The project of 12a Chan Bay International Container Terminal (Fhase
I} plans to construct four berths for TO0,000-ton containers (or four
berths for 70,00M-ton containers and a herth for 10HLO00K-10n
containers), which have a throughput of 2 to 2.5 million TEL and a
shoreling of 1,700 metres in total. T Chan Bay company will
continue to facilitate various preliminary works in the next stage,
promoting project approval and development with the help of modern
containers or other strategic mvesLors,

2. Rarge Terminal and Container Yard

The reclamation projects for barge terminal and container vard of
Phase 111 are impartant land rescrves for Da Chan Bav With the
approval of relevant government departments (o launch reclarmnation
and land formation projects in the north of Dha Chan Bay, D Chan
Baveompany has alrr:a.d!l,.r intcgr:atfd the projects of .’r:rn.rgr terminal and
container vard of Phase I, facilitating preliminary works requiring
reports on sea use toostrive for early project approval and pre-approval
for sca use, The project can contribute cxra land resource of 3.74
squate kilometers to the port,

3 Vehicle Import and Bxporn

D Chan Baycompany will actively promete sehicle import and
export under the group’s coordination. In order 1o apply for
commencing the business of vehicle impom and export within the porn
areas of Da Chan Bay, the company is seeking support by interacting
and coordinating with relevant government departments, establishing
a comprehensive service base represented by vehicle port business for
the port,

b, Port-related Commerceand Logistics Industry

In recent years, heanng the idea of "alliance between giants, leading
with high-end® in mind, [a Chan Bay Company selectively
introduced many commencial logistics projects led Iy International
Luxury Auto Expo Center, Zhongiin Steel Trading Center and
Chunguyuan Modern Food Trading Center, creating  favorahle
business atmosphere and economic benefits in the port, Practice
shiows that Da Chan Bay has made a right choice of developing port-
surroinding commercial logistics industry. In the mext stage, Da Chan
Bay Company will seek upgrading and material change in that
industry, o further expand business, deepen cooperation and promote
the develapment of port-related commerce and lagistics industry

Centering on thiz industry, Da Chan Bay plans to focus on the
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following projects:
! Commercial Logistics Industry Projects

(1} Project of comprehensive bulk commodity trading  center
represented by steel

A primary scale of steel trade has been achieved in D Chan Bay Port.
In 2014, the trading volume amounted to RME L6 hillion, [2a Chan
Bay plans o develop a project of comprehensive bulk commadity
trading center represented by steel, to build s platform full of
elements and  distinguished features, facilitate the development of
Phase 1 whatl domestic trade and stimulate the fast growth of
operating revenwe, Through setting up joint ventures with cooperative
partners, regional advantages, land resource and pon supporting
resouree, a5 well as cooperative partners’ rich experiences and mature
business model, Dia Chan Bav will deeply integrate the whaole supply
chain of steel industry and open up supply chain financial feld, in
arder to form organie wnification of logistics, commercial flow and
capital fow

Ar present, 132 Chan Bay is conducting investigation and preparation
for steel trading center. In mid-June, the first trial financial order of
steel supply chain is estimated to start. A joint venture will be set up
i,'u:..l the end of this vear as a certain transaction scale will be reached
then.

(2} Phase 2 Project of International Lusary Aute Expo Center

Phase | Project of International Lusury Auto Expo Center has gained
preliminary results, building 2 L'r:tding platform for numerous g!nha]
brands of luxury autos. A certain exhibiting and trading scale has
been formed in the center, which saw a trading wvolume of RMB 5
hillion in 2003, Da Chan Bay will make improvement based on Phase
I Peoject to promote Phase 2 Project. With the aid of this service and
auto import and export, Dia Chan Bay waill fur_gl: this project as a high-
end liury auto exhibition center which integrates such functions as
auto exhibition, trading and maintenance, new auto release, auto test
field, theme restawrant, and automotive excellence, ete, e further
expand industrial aﬂlum:mﬂnn effect and improve the business
atmosphere and brand awareness of Da Chan Bay Area. After Phase |
and Phase 2 Projects of International Luxury Auto Expo Center have
bheen finished and start operation, the anmual wading volume is
extimnated to he nq.arhr RMAB 10 biflion.

Da Chan Bay plans to complete drawing up the Public Leasing
Proposal in Maw, go through the Group's appraval procedures and
report 1o municipal SASAC for filing in June. Iv is planned w gel
listed im Shenzhen Stock Exchange to attract lessees in July, and the
project contract will be signed in August, The application for the first
project is scheduled to be completedin December and construction
will beginin the same month.

(33 High-enud food and grain project

Chunguyuan Modern Grain Trading Center Project Phase [ has now
beencompleted and in operation, with the transaction of 2013 being
nearly BMB 50H) million. Based on Project Phase 1, Da Chan Bay
Company will promete High-end Food and Grain Project Phase 1T by
cooperating with leading enterprises in the industry, and building a
high-end food and grain exhibation and trade center with specialized
food logistics operation  management and  information  service
management system, which integrates food exhibition, online trade,

(40 R e e e

GO H AR EE RS A En e
M, sRefClEh AR e A g, MKW AenIHFR
BT GETN, KRB LRSI R™ &S]S
fE, HOLE S HETHRR G, FRMaA Rk
FRAE, HPEfElbaeeRFRCEFER, L
FBLET I S .

RS m] vl T TR F A A R R T
B, SHEFETRENE, FRRIKBRNZREEESS
S o .

(5) Ehds -, ZBEH

O H e s R R A RS, TG R
g B MRS, S RNk RST
dbads, S B&mE ek, DFEETE, RREAE L
irEX, Tiio2ok B TR AS b0, 0THMRRE
HHTHYEASRHEHFERSHRENTG, BB, B
. G SMAE i, ks IR g,

K e itHs H=mEli B wiise—. =8
A ES TR, FREA et —H5EE A .
A L B R E A L

(6 T B e -G M ]

Fl Rt ST g R < A T O R S AR AR T R I
WHEREFANEREER., APELSHRMNER, EgE
MgE—R, SRS o AR L,
S MO0 R R A T %, 1k B 0 0 S O e 4
BEAAN. SrEN, EWTEA SERFE, RRFE
CHEHERRHS L AEN PRy —, Bifid=
fe, Bz bRy Rk i dE, BT KEdraERmE
TS ERE . EEARESRE. TN h R, SBK
0 e D S 1Y) R

2. BAESAAEMAEA

BB B TR B L S R P A T S S
ATEVEN RIS . S AR RE CRBERAT B
ikt wEASRERAS AT ELERST, HRTH
T B A B M TR AT, BATHIEDCH R
AR IR, A A R 4 T WL A A S
FREHH, ERESEAPENEIETG, SEEEnE
SR, AR, 020ME B L. BT
o,

F e

logistics services, impaort, export and other functions, e provide food
supply chain one-stop service for customers,

Da Chan Bay Company plans to build the eenter and put il inte
operation this yvear, meanwhile, developing high-end food, wine and
other business logistics projects, to build a high-end food exhibition
arul trade center with specialized food logistics operation management
and imformation service management svstem,

410 Chan Bay Marine Fisheries Commercial Complex Project

This project mot onby conforms o Da Chan Bay's industry direction
of developing high-end business logistics, but alse can promote
industnal upgrade of the port area and strengthen Da Chan Bay
Company's care competencies in project development and operations,
[ Chan Bay Company will cooperate with Shenzhen Agricultural
Products Company, to found 2 joint venture for the development and
construction of the project, with commercial development as the main
development model, government facilities will be constructed by
enterprises and transferred 1o government for manﬂéémunt Lo seick for
EOVETTUMETit's Support.

[t Chan Bay Company plans o con ,1:;1 preliminary  project
planning and desipgn work, communicate and coordinate with the
district government, and after getting the support of the district
gpovernment, offically start the preliminary work of the project
construction.

(3) International Trade Logistes Center Project Phase Land 11

This project will exceed the positioning anrl_,-‘.“f-prm of traditional

logistics, create modern logistics building fofms integrating urban.

commercial elements, introduce new bustness models and u]:l-:raliun
modes, and will he developed into integrated high-end industrial l;zrrk
focusing on awto industry, E-commerce, ete, and 020 online and
offling experience shepping center. The development of the project
helps to build new economic development and services platform,
integrate business flow, Ingistics, information flow and capital flow,
and promate transformation and upgrade of the port area,

Da Chan Bay Company plans 1o complete fannurﬂing the investment
operations solutions of International Tradﬁ{[ﬁ.‘r'g’:sih:s Center Project
Phase [ and II in June, to basically determine the jj}nuudu:ti.u;!._ulf-thc
first project of the Logistics Center Phase 1/ and sign a framéwerk
agreernent about the Logistics Center Phase U by the end of this year

QiznhaiBova and Jingang Mansion Projéc
f:in;\ru;ing prajects aof Shenzhen SEZ :5'

Ly are two dnvestment and
Tinm Development

4 v, The company will

fully cooperate with the Group to ugdegiake the projects, prepare for

markeﬁng and accomplish tasks a

accordance with the unified arrg
imvestment and financing viat

the Group, o achieve

Meanwhile, located in [a
s and carriers for [a Chan
industnal upgrading.  We

them industrial incubators of

ment carners, and better synergies,

between [3a Chan Bay and SEZ
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2, E-Commerce projects represented by Cainiao

Shenchen Core Mode of China Smart Logistic Network s an E-
Commerce project in which [ls Chan Bay Company cooperates with
Cainiae Company This project comply with the “powerful allianees”
strategic policy of the Group, and also conforms to main induer_\f
development directions of the Group and ['a Chan Bay Company
and is helpful to enhance Da Chan Bay Company's core competencics
and profitability, and promote land value and business atmosphere of
the port area. D Chan Bay Company and Cainiao Company will
found 2 jeint venture to develop the project together, building
Calndan's conperation i.'l]-EI.LI!’.III:II in P Chan Bay, and the cooperation
covers logistics, industrial clusterimg, 020 experience  shopping
centers, wisdom ity npcmtiﬁns.

D Chan Bay Company has accomplished signing the cooperation
framework agreement carlier this year, and plans 1o finish registering
the joint ventuee before the end of Jume, simultaneously starting
project planmang, investment approval, land use formalities, ete,

B. Practice skills, build powerful alliances, promote the
transformation of business model through assets and capital

a.Foster and enhance the ability 1o operate independently

Ar present, Da Chan Bay Company is faced with problems such as
simple business model, weak capaclty to operate independently, and
lack of profitability, etc. in next period, [a Chan Bay Company will
adopt a multi-pronged approach and practice skills hard, to foster
aperation  ability and core comperency wvia  professtonal  firms,
cooperation platform, ete.

1. Port operation scope

With business management companies as platforms, [da Chan Bay
Company will participate or lead the operation and management of
related business, and deepen operation by operating steel trading
center and other business logistics  projects; meanwhile, actively
exploring inta the field of E-Commerce and supply chain finance 1o
seek more space for development

4. Praperty management field

With suppoming companies as platforms, Da Chan Bav Company will
undertake property managemens business of CanhaiBon, ]ing;mg
Mansion, International Treade Logistics Center and other profects in
the port area, through enterprise operations, acoumulate experience
com ri.nunuﬁilv, build teams, improve the qun.ii?:.r of staff, d{':\'q]n]'r
professional competence, improve service levels and strive 1o build the
property managemment brand inside and outside the port area.

b.Explore and try to develop mixed ownership actively

a Chan Bay Company will rely on current business logistics project
and port supporting projects, and try to build “strong alliance” with
cooperation  pariners, cooperating  with  Shenchen  Agricultural
Products Company, Cainiao Company and other well-known state-
owned enterprises and private enterprises in the capital level, to
achieve operation by share helding or participating, further deepen
conperation contents and operation modes, integrate land wse and
project rescurces of the port area, and enhance the company's
development strength.
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C. Improve the environment in the aspects of hardware and
software, and enhance the resource value and atteaction of the
PUI'L area

Led by the planning, Da Chan Bay Company will stam to Imprave the
port’s environment in the aspects of hardware and software this year,
In the aspect of hardware, it will focus on the implementation of three
projects, including municipal facilities  veconstruction  project,
landscape upgrade project {current) as well as long-term foundation
treatment project, to improve the road network system, land readiness
and facilities, and beautify landscape of the port area, increase
recognitton and culture intention of the porl area, and oplimize land
use conditions. In the aspect of software, the compamy will change
management philesophy and management style timely, changing from
the onee emphasized closed-end management lo open management,
from ongimal human resource management to technology
management, and from  original extensive management to
sophistcated  management, constantly enhance the integrated
management level of the port ares, and further improve the "soft
enviennment” of the port area. The company will continue to improve
the “hard and soft environment” of the port area o further enhanee
land value and commeraal value of the port area.

0N Unite by the culture, Create the atmosphers, Promote
transformation and upgrade of the port area by strengthening
corporate culture

Transformation and upgrade of the port area 15 3 groundbreaking
wark, with no standardized template to follow which cannot be done
overnight, and needs long-term exploration and practice of all the
colleagues of Da Chan Bay Company An enterprise’s long-term
development needs strong cultural SYSICTN A5 5 SUPPOIT While Da
Chan Bay Company explores and undertakes the transformation and
upgrade of the port area, o is necessary to build corporate culture
svstem in line with the cnm]‘mn:,."s long-term development under the
command of the Group, and create a favorable environment for
entreprencurshap, to provide a steady stream of spiritual mmpetas for
the company's development.

Specifically, Da Chan Bayv should satisty the following two points: On
one hand, build enterprise spint and value which takes "responsibility
accountability and innovation” as the core, advocate emplovees o
positively respond to the new tendency and new requirements of port
transformation and  upgrading, dare w0 bhe pioneers and  take
responsibility, open up new ficld and make innovation, face
aifficuluies, b tough and strong, positively respond o challenges, dare
to do important and difficule work, actively take work responsibility,
e gnnd. at 5ﬂ'|ving pmh]ms amd mrrcrt[}r trear risks and sethacks in
work, On the other hand, closely centering on its main business and
core wialue, Ita Chan Bay should establish and improve the
coreesponding incentives and resteaint mechanism, trv its best o do
enterprise culture training and publication by entiching the carriers
and formg of coltural actvities and  guiding the emplovess w
acknowledge the enterprise core value and transfer it into their own
self-conscious behavion, to give tull play to the leading, motivating and
putding functions of culture. Therefore, port transformation and
upgrading, as well as company's leaping development can be achieved
by the promoeticn of enterprise culture,

[da Chan Bay will adhere to the spirits of both "look far and aim
high" and “waork down-to-earth”. We will prove by practice: every
year unward will be the new chapter for the companyand for our
dreams, too!
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On Jan22, 2014, the State Council pave an afficial reply to permit
serting up £ Shenehen Yantian Intcg‘r'ltcd Bonded Arca (YIBA) with a
planning area of 2,17 square kilometers, integraring the original three
neighbouringCustoms  Special  SupervisoryAreas of Yantian  Por
Bonded Logistics Park, Yantian Porr Bonded Arca and Shatoujiao Free
Trade Zone, aiming at achieving “Fero land space Increase; economic
henefits increase”. The approvalonthe establishment of Shenzhen
¥IBA brought new development opportunity o YPG. (YPG), which
can then achieve new great-leap-forward development and become the
China's first-class bonded aren operator, The detailed development
and operation Plan for ¥YTRA &5 as follows:

Overview of YIBA and governmental approval

On Jan 22, 2014, the (Mficial Reply of the State Council about
Agreeing on the  Establishment of Shenzhen Yantian Integrated
Bonded Arca (National Letter[2014]Mo, 10) defined the functions of
YIBA and made it clear thas related tax and foreign exchange policics
should be iml}ll‘.t‘l"m‘l‘l!f‘il as per related an:'g'l,LI:i:inn.: in Official ch!‘_\r of
the State Council about Scrl:i.ng up ‘l":mgﬁh;m Bonded Port Arca
(Mational Letter[2015[Na54), Detailed preferential policies are as
foltows:

1.Give play to regional advantages and policy advantages. Develop
the functions of international transit, distribution, purchasing, e-
export trading and export processing and expand related functions.

2. Enjoy related tax and foreign exchange policies for bonded area and
export processing area: (1)Forcign goods entering the area are bonded;
(2}Goods exiting the area into domcestic sales should undergo
declaration formalities as per related import regulations and be
collected  taxes based on actual poods state; {3)Domestic goods
entering the area are regarded as export and enjoy tax reimbursement;
(41Vilue-added tax and consumption tax are not imposed on goods
trading among the enterpriscs inside the area,

On Feb 192014, General Administration of Customs sent 2 Letter
from  General Administration of Customs about Planning  and
Construction of Shenzhen YIBA {(Administration Letter
[2014]Na 16)te Guangdong Provincial Government, In the [letter

- EESREEKERLR D, BUEUTTEE, BUAT
m&&ﬁﬁ? s . BRATmERFRER. £
W, WHEEST RN, mthig i Rixe
o E k.

2. HEA R SRR A O A |, R ERR
MR MEDEA NG ERRKEHNIL, RiTGeh
BRI R B, SmirEA S S REKe L.
AL R T AR

v RO RFESRBEBRI ARG A
WF% Sl RESIE AREE, REEERREEE 5
TUER FEHL TR o) (R BN . (R R B S u e ey
hFE

4. fiHESEREAEERA AL LE SFHREE
A

HAGHRRERFHERKIZEFETRIN
O HABREEER

P Al LK 198TE S I T N BT REAE Q75
1991 4E 2 B % B I st bk i o, b B G0 i R AR BIX .
0. 2P 548, BRI 0 BERmMBIRLETEK £
AERTHE B X S AR . S EE R . P
LMERECERETEE. RESHEAEHEA=EH
Pk, PRS0 HIO, ETEEMEE EE. HE, BA, mx
KEEA-EEAGE &S, Ffi. #mix. 8520134,
FEy = b iods, o FEg B k2sw, R md

apinions about Ir].'lnn.ing and construction of YIBA were as follows:

1. In construction and development of the integrated bonded area, we
should transfer governmental fumctions, positively give play to the
decisive effect of market in resource allocation, follow the market
coonomy  laws, fully arouse the enthusissm of the development
construction and  marker  operationsubjects, and  accelerate the
integration and optimization of the integrated bonded area,

2, The provincial government should specify the management
department of the integrated bonded area, set aintegrated bonded
arca  management  institute with highly efficiont administrative
decision-making and complete scrvice functions, perform its
administrative management dutics of the integrated bonded area,
comprehensively coordinate and guide the planning, construction and
development of the integrated bonded arca,

3. Give full play to the policy advantages ofintegrated bonded area
(TBA} and the current industrial advantages of Shenzhen, puide
suitable projects to enter the area, promote the [BA to develop
towards the diversified divection of bonded processing, homded
Iﬂgisﬁcs and honded service a.(m‘rdlng to the cxport-oriented coonomy
lawws,

4. YTBA should apply for formal acceptance inspection within one
viear since permission of the State Council.

Current apcration and management of YIBA
*Overview of Shatoujiao Free Trade Zone

Shatoujian Free Trade Zone, founded under the permission of
Shenzhen Municipal Government in 1987 and formally set up under
the permission af the State Council in 1991, is the earliest bonded
area in China. It covers an area of 0.2 square kilometers, where there
are 30 plants covering 4 building area of 720,000 sqen. It covers the
smiallest area and has highest land usage rate among all bonded areas
in China, Shatoujisae Free Trade Zone has formed three pillar
industries of electronic information, jewelry and high-end toys, with
40% of its products being exported. [ts investors come from America,
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Germany, Japan, Canada, Taiwan, Hong Kong and Macau, ewe. Up o
2013, there are 104 productive enterprises in the area, among which
23 are electronic imformation enterprises, A1 are jewelry enterprises, 9
are rluLhing enterprises, 4 are Loy enterprises and 7 are other
productive enterprses, emploving 14,000 people.

*Ohverview of Yantian Port Boended Logistics Park

Yantian Port Bonded Logistics Park 15 the upgraded Yantian Port
Bonded Ares, formally operating on Drec. 30,2005, The park covers an
ares of 0.96 square kilometers, in which south area is 0,17 square
kilometers and north area i= 079 square kilometers. The bonded
logistics park wtilizes its advantage of "Port-Zone Interation” to focus
on developing international storage logistics, international purchasing,
distribution and dispatching, international transit amd re-export
trading. while the services of commercial retadl, processing  and
manufacturing, renewal and disassembly are not allowed. There are
totally thirteen storage logistics enterprises in the park, including
Yantian Port Logistics, Baokal Storage, Kerry Lopistics, C5CL and
Xineing, etc. The total storape area is 70000 sgm. Six of the
thirteen enterprises are wholly or partly vwned by YPG, covering an
area of IR0.000 sqm. 508 of total storape anea,

= Uverview of Yantian Port Bonded Area

In 2305, the orginal Yantian Port Bonded Area was upgraded into
Yantian Port Bonded Logistics Park, and the new Yantizn Port Bonded
Area was relocated o the land to the norh of Yantian Port Bonded
Logistics Fark, with a planning area of (L85 square kilometers. Since
the relocation, the development progress has been very slow and the
area has not formally operated because the new land involves
relocation of Yantian No.3 and Moo villages.

+Current administrative management of the bonded area

At present, the bonded park operation mainky invobves three parties:
povernmental departments, customsjoint inspection organizations and
the emterprises in theseareas. The poor communication among the
three parties serdously influences the development of bonded areas.
The core problem lies in poor development and management systems:
inadequate  governmental  management  service, lack of leading
enterprises in the park. The problems that cause poor mansgement,
inadequate expenditure and poor construction become more obvious;
the customs clearance inspection faclides and svstem maintenance
and upgrading serousty lag behind, so the supportive policies cannot
be implemented; the poor operation environment makes some guality
enterprises leave the park; povernment and enterprises are caught ina
dilemma.

YPG's Strengths in the bonded area development and operation

Referring to successful development and operation experience of
domestic bonded areas, ¥YIBA needs a largeand capable state-mwned
enterprise as the main body for development. An overall view of
related enterprises in and out of YIBAshows that only YT*G can act as
the main enterprise for the Ares’s development. YPG has six
athvantapes to pioncer the development and operation of YIBA,
which are as follows:
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I 1997, Motice of Shenzhen Municipal People's Government on the
Issues related to the construction and mapagement of Yantian Port
Bonded Area (S0 [1997] MNo.105) specified that the Bonded Area
implements  the management  system  of separating  government
administration from enterprise management, establishing Yantian Port
Bonded Area Management Bureaw, and founding Yantian Port
Bonded Area Development Company({the Company). As  the
representative of the Shenzhen Municipal Government, Yanuan Port
Bonded Area Management Bureau was underYantian [Port
Construction Headquarters.As 2 secend-tier company affiliated to
YIMG, the Company engages in the development, construction and
operations of the Bonded Area, and it has made great contnbution (o
the suceess story ol Seuth area of Yanban Port Bonded Lopisties Park,

*Advantage of coordination with government

YMGand Yantian Port Constraction Headguarters made a great
contribution to the approval of YIBA, coordinating and promoting
the whole approval work, benefiing from the advantages of
coordination with povernmentalde partmments and port authonties:

As a large state-owned enterprise owned by Shenehen, YPG has long
maintained good communication with all levels of government.
Yantian TPort Construction Headquarters has been responsible for
ancillary facilities construction and services of the port since Yantian
Port commenced operations,

Mlaking full use of YPG and Yantian Port Construction Headguarters”
advantage of coordination with government can concentrate our
efforts to win preferential policies with efficient and  effective
implement them.

#Financial and brand advantage

As a large state-owned enterprise owned by Shenghen, YPG has
excellent brand and financial advantage, with good reputation, low
lewerape ratio, and strong financing capability:

{ 1) Finandal advantage: up to 2013, total assets are 242 billion
yuan, cash 4.2 bhillion yuan, liabilities 6.5 billion ynan and leverape
ratio 26 86%.

(2} Brand advantage: thebrand of *Yantian Port” is world-renowned.
*Advantage as theleading enterprise

The logistics and warchousing ares controlled by YPG in the off-
dockbonded aress account for nearly 30% of the tots. and YPG is the
leading enterprise in the off-dock land of Yantian Port.

The construction and development of YIBA: closely related to YPG's
business sepments, making YPGthe bigpest beneficiary from the arca's
sound development. YPO is well position to enhance the investment,
operation, administration and supervision of the area.

As 2 leading enterprise, YI'G can fullv activate the enthusiasm of
developers, constructors, market operators and other stakeholders; to

achieve a healthy development of the area.

*Advantage of Port-Zone Interaction

28
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(1) Yantian Port: ¥YPGis the higgest equity share holder of Yantian

International Container Terminals.

(2} Bonded Areas: YPG is the owner of the higgest storage property in
the bonded areas and the off-dock land.

(3} Port-Zone Interaction: YPG is the best coordinator, and also the
higgest beneficiary and can promote the innovation of costoms
repulatory policies.

YPG is consistent in the interests of Yantian Port (the terminals) and
¥IBA (the bonded area), and has advantages to promote the overall

competitiveness of Yantian Port.
*Current business strengths

Y¥PG o has a mature business platform, required by the construction
and operation of YIBA,

(1} Yantian Port Bonded Arca Dewvelopment Company: operations,
port facilities construction, ancillary services and so on:

(2} Yantian Port Logistics Company: logistics, warchousing,
commerce, commodities display and so on;

(3) Yantian Pont Information Company: electronic customs clearance
platform, trade information platform and 5o on.

¥PG undertakes the development and operation of YIBA,. and can
huild related business platforms with the fastest speed, achieving the
area’s efficient operation, development and upgrading.

Platform Construction Strategy

By constructing hasic service platform system and value-added service
system, YPG carries out platform strategy through 10 platforms, It's
in this way that it make breakthrough in core business and become
the comprehensive aperator in the Bonded Area, The strategy will be
carried out as below:

*Basic service platform system
1. Development eonstruction platform

Focusing on YPG, redesign and re-schedule the undeveloped land to
update high-cnd industry and construct high-level Bonded Area:

2. The port-zoncinteraction p]m'fnrm

Based on Yantian Port, taking advantage of port-zone interaction, we
should develop International transit, transit business such as MCC
services {Consolidation of impont goods with domestic goods for s
expory/import)

4. Logistics and warchousing platform

With logistics firms as the main body, introduce strategic investors to
integrate logistics equipment in the area and the client resources, By
redesigning logistics warchouse industry layost o build one-stap
warchousing services platform,
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4. Information Service platform

Based on Yantian International Information Service Platform {yes-
info}, we should stretch information services from port to YIBA, with
information firms as main body By integrating  pori-operating
information, firm-operating information and government supervisory
information, we can construct a three-in-one information sharing and
service platform.

3. Logistics Support platform

Focusged on Backai Company, we should implement the logistics
support services in the area, including eguipment maintenance,
customs services, inspection and quarantine, terminal gate clearance.
Therefore catering. accommodation, property management Scrvices
can be provided to the firms in the area.

*Valuc-added services platform svstem
1. Financing innovation plasform

Taking advantage of the preferential policics and the dominating rale
¥YPG has in the YIBA, finx.ncing BervicEs &% Euxﬁing, guaranice and
loans can he provided: This will attract finance institutions and
ensure the globalized, integrated and  comprehensive services for
international trading companics.

2. E-commerce trading platform

Based on the comprehensive informatiom services platform and
commerce logistics platform operated by information  companies,
business process  innovation should be emphasized. And by
cooperating with famous e-ccommerce firms, integrate the  curment
impart and export resources in Yantian Port to constract overseas o-
commerce trading platform.

5. Commerce and Exhibition platform

With the policy advantages of exhibition of impont and export goods
in ¥YTBA, more bonded goods exhibition as homries, electronic devices,
high-grade red wine, imported food and high-end cars can be provided
to exrend related import and export trading,

4. Examination and maintenanceplatform

Uilizing the industry strengths of Shenzhen featuring high-
tech,manufacturing capability, and the well-developed jewelry
processing, clocks and glasses industry YTBA can develop detection
and maintenance services for import and export electronic devices,
precision machinery, jewelry and clocks.

5. Research and development platform

Taking advantage of the location and policy advantages, we could
attract high-tech firms and firms with high-value, targeting both
domestic and international markets. Plus che talents in related fields,
we could build an international manufacturing center with the feature
of Manufacturing-Research-Development
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CREATING INTEGRATED E-COMMERCE PLATFORM FOR PORTS

T/HREEAYEERTHESEENE (BEA BB
By the 7th Team of Yantian Port Business Development Seminar{convener.Zhang Hal)

{E 20 B AT o i 6 00 . 8 P Bt ol B A R
W, BHAFREE SR AR e SRR R 1
A, 4T AEREMGSS CETREMRS, BEdngs
TR S TG, A rr R S i E i, Y R
L. (M AH MmN, M E e, bk
Mg by G0 TR, HESDE T I A R, (2 i A st M
WIS TR

BREOSERERZFEFarw
=i

(—) EEmaEds

HER M. B eld REMEERRASE, £HK
R R R T, TR Em T Sl RS
#, LEHNBENE EEY., Szl BRI
FHATEEMHSE, =B THS IR ENE Y
FIBT 5 R

(Z) EESERE

REA T ESRR R, S5, 2B pEBES
., EHEEHBENE, TREEMES, WTESEES
S b O B BTG R . FSE R E . ik
FAWTEATER . f1H iED F FsE R e,

(=) MR

bk BRI AS, SRR A SRR,
R 45 X i 30 B B B IO

(M) HOBEREREE

B B AT IR R, B R R P R AT B A R
7 i ) 7 R H R

(h) ezt OZHMEE

FR O B L M 22 B BRI, AR T %
RO W BT R, & R TERACT . Mg

Fees

With the current slow recovery of international economy and the
stagnating domestic import and export volume, the wide variety of
resonsrces and integrated supply chain services of Yantian Port should
he exerted wiselhy By fully utilizing the Internet to establish online
and offline business muoddels, ntegrated  e-commerce platforms for
ports can be built toe extend supply chain services of Yantian Port 1o
the hinterland, tying with the origing of good to promote local qualivy
consumptions and throughputs. Boosting local trades and logistics,
both the development of commercial logistics and the upgrade of
Yantian Port Group can be facilitated.

AL Mecessities of Building Integrated E-commerce Platforms for
Ports

{(i)Internet Changing Business Formats

Tremendows  changes have been brought to the trade formats,
channcls and levels by the Internet. Through the apen nerworks of
the Internet. both buvers and sellers can perform different commerncial
activities without meeting with each other, achieving ondine shopping
of consumers, online transactions between merchants, online -
pavments and other commercial activities. This has completely
subverted the traditional business and trading modes based on
channels,

(ii)Prosperous Development of E-commerce

With the rapid development of e-commerce in China, integrated e-
commerce, B2B e-commerce, small wholesale and retail, wertical e-
commerce and hence turnovers grow explosively. Expanding and
decpening the applications of c-commerce in various ficlds, relevant
service industries bloom to support continuous system improvements
aned enhance the Innovation pewer and capaciey

(111} Growth in Domestic Trade

As an economy developed region of the country, Pearl River Delia
region has become the center for commedity consumption and
distribution under the rapid growth of coss-regional domestic trade.
(iviGrowth of Demand for Cross-horder Imports

The demand for foreign quality commodity of the emerging middle
classes is increasing with the improvement of living standards of the

country

(v}High Costs of Traditional Import and Export Trading
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Diespite the surging tumevers of cross-border e-commernce for import
and export in China, its proportion 1s stll low when eompared with
the owerall size of the impor and CXHOTT market in China, Since
traditional import and export trading has high costs and requires
complicated procedures, the development of cross-border e<commerce
can notably reduce the costs of import and export trading of the

coumntry
(vi)Global Trend of “Made in China®

China, a global mamafacturing center, expoerts products to different
places around the world. By developing cross-border e-commerce, the
trading costzs can be lowered while further enhancing the

competiveness of products made in China.
{vii)Encouragement from the Aurhoritics

The authorities have pald increasing attention o cross-border e
commerce over the past few years, Such departments as the
Development and Reform Commission, the Ministry of Commerce,
the General Adminisiration of Customs, the People's Bank of Chima,
the Stare Post Bureau and the National Standards Commission are
focusing on aspects of standards and supporting management systems
ot cross-border  e-commerce,  incduding comprebensive  laws  and
regulations, information regulation, pavment and settlement, customs
clearance, bonded logistics, electronic certification, dispute
resolutions, behavior of business owners and experimental units for
demonstration, to improve the legal environment for cross-border e-
commerce. Shenzhen has become an experimental oty for cross-
border e-commerce export since 2013,

B. Architecture of Integrated E-commerce Service Plavform of
Forts

(D Advantage Analysis of the Group

L.Geagraphical Advantage Currently, Yantian Port Group owns two
ports = Yantian and Dachan Bay, which are both located in the world's
manufacturing center = Pearl River Defta. The ports have a vast
hinterland and are adjacent to Hong Kong, Furthermaore, Dachan Bay
Terminal is close to Chanhai and airport and thus has an advantage of

land and air borders,

2. Trade Advantape Tor many vears the Group has been engaging in
port and logisties [undamental infrastructure constructions and
aperations. The legistics company of the Group has been engaging in
international trade and logistics services for a long time and so it has
a rich cross-border supply chain operation expenences and  has
accumulated a large number of clients

3 Brand Advantage As the world's largest single throughput port,
Yantian Port has a long-term brand influence. The Geoup is also a
large enterprise  directly under the management of Shenzhen
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Municipal Government and thus has good credibility;

4 Resource .l"l.::]vanmg-;‘ The Group has extensive resources such as
warchousing, land and full supporting facilities to provide a solid
loundation for carrving out [ull cross-border supply chain services,

5. Capital Advantage The Group has sufficient capital, convenient
firanee and could obtain necessary funding from the capital market
tn provide support for building an integrated e-commerce service
platform of ports.

6. Information Advantage The Group owns a large amount of import
and export customs cleasrance and other data resources to support 2
real-tirme understanding of industry conditions and trends through in-
depth analbvsis of the data, [t also provides supply chain information
services to shippers and trade companies to improve the overall

efficency of logistics,
(ii}Positioning of Group’s Information Stratcgy

Consldering the present sitwation of the Group and port area
developments, combined with the rapid development of information
technology especially the disruptive changes of mternet applications
Lo the traditional business model, the Group's information stralegy
can he positioned in the following three aspects:

1.Carrier. Traction, Integration and Optimization of porl resounces.
Undergn integration of the Group's part resources by infarmatization;
integrate various business segments, optimizc business processes;
enhance the Group’s effective control and utilization of port resources
ag well as promote restructuring and upgrading of the Group's por
husinesses.

2. Ties and Bridges and Value Enbancemens of Customers’ Businesses,
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To extend port quality services to the broader inland through the
intertiet 80 as to provide customers with 4 “one-stop” supply chain
services, Build up the information channel, be the ties and bridges
connecting each link of supply chain, enhance the traditional value of
supply chain services and promote the development of high-end
lagistics industry

J0ccupier of Information Resources, Dreveloper of  in-depth
Application, Provide e-commerce trading platform  directly facing
transaction parties to realize the integration of order flow, information
low and logisues under the limited control of the Group’s port
resnufces amd customer base,

(iii) Business scope of port integrated E-commerce

Caombined with the direction of the Group's business development, as
well as the development trend of the industry, business scope of port
integeated E-commmerce can be considered from the following three
aspects: first, manufacturing indostrics in the Pearl River Delta are
moving inland, making ports in the region compete mtensely, in
which situation, the Group can uilize the information resources
brought by the Yantian Porr International Informarion Ca.. Ltd (YPL)
relying on Yantian International Container Terminals {(YICT), and
provide "one-stop” maritime supply chain services actively, to extend
YICT s world leading services to the mainland, improve the efficiency
of supplv chain, reduce operational costs of supply chain, and attract
more goods supply for YICT, second, Dha Chan Bay and Huizhou Part
have conditions to build commodity trading center in Sowth China,
especially [fa Chan Bay, where steel commedity trading center has
bepun to take shape. On this basiz, an electronic commodity trading
platform can be built taking advantage of the cross-region Internet 1o
expand the trading range and promote trading volume and tumover,
third, the company has provided logistics supply chain services for
overseas customers for a long time, accemulating & certain amount of
customer groups and extensive experience in practical operation, so
that cross-border electrivity supplier services can be  established,
supplemented by commodity exhibition centers and  other
infrastructure, to enhance the value of supply chain services and

promote the development of high-end logistics industry

Abowve all, the overall structure of port integrated E-commerce system

i shown belows
Figure | the structare of port integrated E-commoerce system

Among which, fundamenal resource integration is 1o complete the
integeation of information and logistics resources of the group using
cloud technology, based on which, building dsta centers and CRM
systems Lo achieve the optimization and integration of the Group's
resources and customer |, improve the efficiency of the utilization rate
of resources and the guality of customer service. Relving on the
platform afler inlegration, core applications of E-commerce can be
developed, including cross-border E-commerce platform, electronic
commedity trading platform, one-stop supply chain service, supply
chain finance and other services, and we strive to achieve a
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breakthrough in the near future in three aspects; import E-commerce,
commodity trading platforin, and "one-stop’ supply chain seevice
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service platform
{i} "One-stop” supply chain service platform

The procedures of international trade is complicated, apart [rom
cﬂmp!rting prndurrinn orders, in the !ng’stirﬁ sEage, the rwner need to
encounter customs clearance. inspection declaration, transportation,
booking shipping space, pavment, tax rebate, exchange and so on.
Because  “Information  Island” is severe, information of  overv
procedure cannot be shared, leading to low effidency and high cost.
Generally, small and medium  processing wrade  enterprises  will

20144 BE RO T, 2015EH 100 T, B01REHE A outsource |ogistics, which fails to achieve full control of logistics ather
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than increasing costs, impacting on customer cxpericnoe seriously and
restricting the improvement of the service quabity. In this market
envieenment, “one-stap” service platform based on supply chain data
integration and sharing has a broad market prospect. See figure below:

1. Ideas for implementation

In preliminary stage, based on electrome payment, inspection and
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quaranting declaration, port information inguiry, introducing
declaration for onder theough covperation with other companies, YPI
has imitially cstablished "one-stop” 5up;1]:,' chain information service
platform inteprating port business (electronic pavment in port,
information inguiry, clearance, ete.) and customs business (inspection
and quarantine  declaration, manifest declaration) , which was
officially launched on March [8th, 2013, and has been serving more
than 30,0000 containers,

Trucking, warehousing, shipping agency, shipping companics and
other services can be gradually added to the construction of "one-
stop” supply chain service platform, on the hasis of preliminary waork
done by YPI, to ultimarely achieve an integrated informartion service
platform covering all aspects of the supply chain.

2. Parh for implementation

Substantive breakthrough is planned to be achieved in three vears,
and specific schedule is in the table belaw:

A Investment income estimates
1) Expected mvestment

ROLODO yuan will be invested in 2014, | million yuan in 2015, and
2.3 million yuan in 2016,

2% Prafit model

Information service fee charged by unit

3) Revenue estimates

Price: yevenue per container is 5 vuan (currently 10 yuan, to make

marketing easier, average price is expected to be 5 yuan after large-
scale prometion);
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Fees

Business volume estimates: we strive to reach 50 000 containers in
2074, and will focus on the promotion of processing trade enterpeises
in 2015, business velume s {'xpcr:f::rl to incrcase signiﬁr:u.ntl}l,
reaching 200,000 containers, 330,000 two 400,000 containers in 20016,
[rom which year, business volume will be stable,

Bevenue Forecast! Under conditions abowve, revenue of 2014, 2015
and 2016 is estimated to be 250,000 yuan, 1 million yuan and 2
million vuan respectively,

(ii) Import E-commerce service platform

As a metropolis whose GDP is at the forefront, neighboring Hong
Fonp, Shenzhen has a huge number of middle class who have strong
demands for high-quality import goods, With post-80s and 903
hecome the main consomer group, E-commerce senvice platform of
impart gpoods will have good market prospects.

At present, major domestic E-commerce platforms are shown in the
table below:

From the table abowve, we can see that ar present, the development of
export cross-border E-commerce platforms 15 gquite mature, while
import cross-border E-commerce platforms are in their infancy, I
entering the market at this stage, one can have a better chance,

1. Ideas for Implementation

In the fierce competition of E-commerce, market positioning and
proqduct selection is crucial to success of a platform. Combined with
Shenzhen's characteristics of luge population of white-collars, we will
take the following implementation strategies:

Brand following strategy: domestic high-quality second-tier brands
which do not have distribution channels in scale,

IfEHE &t
ks TR PR A, T A L
Ao R AR B, B0, WA BASERZBEERARE
FRGAE FERRAGEAAR TS TONRAMER, FRRENN
3 S A AN TS TG
20154 Z 2164 b R FRErERR e, M. MUl RSN E SRS
ft1 EH T ik TR G, B N R S
AR B SRR s R A, PRELNE BN ETER T AT, BAETERE.

it S RTH B AR R R

Y PR T & R WA RS, Eikal i B s st e
Bt S BE TR A T R AT R

3 I A IO A

38
ag



3 B e

5} fags .8

201 44EEEAT00FT 0, 2015-164ESEA 30075 70,

2) B

Wi, . s, B Ra

Shl AW E

FT -4 R B i,

(Z) AFHRZEBP(

—Jin, MiFFmEIh L, PR R, P
s, ERETRE. S EaEmAnE ke
BEFRENPELS. H—hHi, BHaEEeHEL, A
OB, HEESdm. HEE. BRI AEE L HEE RN
e,

1. S

L S0 P 0 A A A . 20 B
R . . . MR OCEE RO vk, &

BRI G, hlcEEa R, k. aellid
FRETURSE, BT ol e X R B R R

BFEs. EH

1 o
ED e ) B3
< L

o

&

B4 AFEMEERPOERER

2. ST

AR PR = WEien, AEEEEHELT
¥ (FEa) -

Precise  differential positioning: reliability, quality, taste and
prersanality

Distnbution Alliance: "Selecting the right one, making it big”

Resource reuse: adopring dynamic inventory management model of
honded area to reduce tarifts and time costs,

Based on the ideas abowve, the structure of impon cross-border E-
commerce system is shown in the figure below,

2. Paths for Ienplementation

Substantive breakthrough is expected to be achieved in three weans,
and the schedule is in the table below:

3. Bstimation of return on inwvestment

{1Expected investment

I million yuan in 2004 and 3 million yaan in 20132018

2 Profit moedel

Sales rebates, advertiscment, data, prorata trade bonus

J1Estimated ineome

Break even in 3-4 years

(iii) Commuodities trading center

Urbanization, as well as the construction of railway and bridge
requires stable growing command for commedities as steel and coal in
soitheast China.  Besides, with the developed cconomy  dense
population, strong purchasing power, there will be a huge demand for
automahiles, grain and oil

[ Idea for implementation

Location and land advantage should he fully atilized 10 constmo
commodities trading center for steel, coal, automoebile, gram and i,
Resources in the group should be used o provide storage, delivery,
financing and  e-business secrvices, and  therefare become  the
distrbuting center of those commodities.

2, Timetahle far construction

The construction of commaodities trading center will last 3 vears, and
the timetable are shown below:

3. Bstimation of relirm oo investment

LiProfit model
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Imvest by joint-stock, revenue division
D Estimation of income

Market size: Sum of commodities trading will reach 40 billion yuan in
2017,

Pricing: Charge 0. 1% of transaction amount as fee:

Estimation of volume of business: There will be no transaction in
2014, when the platform s under construction. Abowt 20% of
tesimsaction will be done on e-transaction platform in 2007

Estimation of income: Congidering the above condition, there will be
8 million yuan income in 2017,

(1w) Orverall strategy of Yantian Port overseas e-commerce

Base on its own capabilitics: Taking group regional, industry and
resource advantape, integrate the curment business and product to
utilize all the resources. thus forming an improved por overseas e-
commerce platform,

Coprerate with the strong Grms: E-commerce platform is stll on trail
for the Groop, and there is a shomage for talent and operating
experience, 5o we should cooperate with the strong firms in this area
when promoting the platform, and leam to baild talent team. What's
more, we can make s quick step imo the missing module and
TEEUTCE.

Regiomal linkage: Connect all regions with information, and enahle
Yantian, Da Chan Bay Iluizhou and Fubse's regional linkage,

providing the overall solution for overseas e-commerce platform.
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Integration of resources: Inteprate group module and resources. Tla
Chan Bay and logistic companies locus on off-line logisties while
information companics focus on on-line business, aperation amd
construction of 20 platform.

Emphasize on key points and carry out schedule by stage, update the
system with stable investment, On one way, the e-commernce is a long-
term business. The group should try to make breabthrough at -2
points at the beginning of the platform development. Then the
successful experience could be applied to the nest stage of business
extension, Cn the other way, sinee the operating risk is relatively high
for the ﬂ-p]ntfnrm, investment should he k,epi stahle to ensure a
gradualby updating fiture.

(v) Overall Earnings from overseas e-commerce

Business along the bay: We should develop economy integrated wath
port, logistie, commerce, intellectaal resources. E-commerce  will
henefic the bay, forming the mature business environment and create
cluster effect in Pear] River Dielia,

Raise im container valume: E-commerce will raise import and cxport

container volume and the percentape of import container

Transform and updare: The integration of logistic, capital and
information will induce the innovation of business model and raise

the traditional warchouse service valuie.

Scale effect: The integration of current logistic resources and business
will bring out synergistic effect,

B, Measurement of constructing porl comprehensive
c-commerce services platform system

1. Drrrven by the group and link with the industry

It's a systematic project to construct e-commerce platform, from
destgning, transaction, logistic to information services, Therefone, it
should be driven by the group and jointed by each industry module,
and construct b linkage. Specifically the following should be taken

into account:

The acguisition of soft-resources and  coordination:  Soft-resources
such as qualification and license, customs clearance, tax and foreign
exchange policy, data and information resources should be paid
attemtion to.

Acguire comprehensive bonded area: We should v to carry out
camprehensive bonded ares and gain storage transaction resources,

Linkage of madules: Each i.nduslr_v module should be Linked with
OVETEEAS e-COMMOros;
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Besource integration: Impulse inner information integration and hawve
the information firms as construction pary

Capital support: Acquisition and get shares into the new region, with
the capital support in many ways,

2 Safeguard and promoting system of the project

As the imellectual-intensive  industry, e-commerce industry s
competitive and high-risk. So, 8 marketized safeguard and promoting
system should be build along with the construction of the e-platform.

Stock rights system: Explove mixed stock rights svstem and acquire
and buy stocks in relative anea.

Marketable operstion; The business should enable independent

management and a TGTtUTing p:riud in assessment.

Long-term stimulating measures: Introduce partner-system, incomes
are matched with risk

Use Internet as reference: Introduce internet thought and mode, and
banld talent team with corporate culture.

Big project management: Emphasize sisk control and ways to camy
out the project.
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CULTIVATING INTEGRATED OPERATION CAPABILITY OF
HSEIH TO INNOVATE COAL SUPPLY CHAIN SERVICES

T/ mERRE L EE RN EES :
yath Team of Yantian Port Business Development SeminanconvenerClias Hongwei)
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According to the “12th FiveXYear Plan” development strategy of
Y¥antian Port Group (YPG), cultbvating an integrared  operation
capability  for Huizhou Shenzhen Enemry  Investment  Holdings
Limited {HSEIH)te innovate coal supply  chain services is an
impariant step for industrial upgrading in “main  business
breakthrough™ of YPG. It i5 also an important amangement to
estalblish & long-lerm foothold in main business for YOG, fmplement
“going-oan” strategy as well as enhance main income. The current
waorking stage of coal terminal 13 mainly in the foundation of terminal
aperations such as construction, production preparation and market
expansion, The next stage will focus on thecompletion of the steategic
layout for improving comprehensive sbility of the cosl terminal
market, the whole process of coal supply chain and :n.ipply chain
finance so as (o achieve great development,

1. Make Cronl P14.']_Ii.:|l'u1 o for Coal Terminal !".'I‘I-L'T:llnn.-.

We attach great impaortance e project guality, personnel and property
security management to press ahead the construction of all prajects in
coal terminal and complete all construction tasks in 2004 on
schedule, We give full play o the advantages of the integrated
management of EPC general contractor and ensure the completion of
miain works of coal terminal.

In addition to get ready for the operation of coal terminal; Huizhou
Shenzhen Energy Port Affairs Co LWdiHSEPA) paid  visits 1o
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Lhanjiang Port, Dongguan Hai Chang, Enerpy Group Mawan Power
Plant, Zhujiang Power Plant, Lianvungang, Caofeidian and
Qinhuangdan to learn from their experiences in coal terminal
operation. Through such visits and the experiences acoumulated. it
could establish a process-centric and  process-refined  division of
functions, ensure the core production processes to bhuaild a
management model with teamwork, creativity, high  sense  of
responsibility and adequate information communication; enhance
trainings and introduction  of prnfc;ssinn.:l[ personnel o build a
production team with competitive advantages according to a good
aperation model with optimized design

2. Careful Analysis of Market for Seeking Competition Stritegy

L} {:'l'h".-li 'lrr II'liII:I;

¥PG Huizheu Coal Terminal is located in Dava Bay of Huoizhou, and
it is close to eastern regions such as Teyuan, Meizhouand [iangsd
Province. There are many large thermal power plants located in these
regions, Since there are inceeasingly severe environmental problems
cwrrently as well as the serious shortage of coal transportation from
Morthern China. this determined the coeal terminal should highlight
the market competition strategy of intermodal transportand foreign
coal trade advantages, With direct access to the cconomic hinterland
aleng the Betjing-Kowloon Railway, the target market s Morntheastern
Guangdong and Southwestern [langsd,

HSEPA has already established swrategic parnerships with Heyuan
Power Plant and CNOOC Huirhou Refinery so that both will be loyal
customers for this project. Furthermore, it @5 conducting  market
research and  exploration, with the focus oo expanding  market
development in Jiangxd, Mortheastern Guangdong and other places,

3. Develop Market to Achicve Coal Supply Chain Management

Just by satisfying the approach of traditional services {unloading,
stacking, storape and loading) after completion of the terminal is not
sufficient to support the development of the company. Thus, at the
same time, there is 2 need to dig deeper to win market shares and
retain customers, while achieve inteprated operation through platform
advantape 50 a5 to hold 2 major share in the market

Yantian Port Holdinghopes to promoete the formation of Yantian Port
eaal supply chain through “industey 4 finance” development model,
which means to consolidate and ccoupy maore market shares through
cultivating integrated coal terminal operations, the whole process of
supply chain services, coal finance business as well as utilizing
company's branding advantage, platform advantage and fimancial
athrantaype,

(1)What is Coal Supply Chain Management

To put it simple, 1 means to provide customers with standardized
products and customized solutions, and o create a one-stop, whole-
process and high wvalue-added  third-party. management  activitics
through coal procurement  (purchasing), coal processing  (coal
blending), coal storage, coal logistics services and coal information
services between coal production companies and end-user demand, Tt
eventually become coal supply chain management service provider of
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the whaole process of coal cirealation and achieves gradual increase of
valuc from the pit to the furnace to realize new profit growth,

Specifically. the following flow chart will showhow coal terminal and
coal supply chain management service provider involved in each
sechon

(i) Current Value-added ServicesAwailable (Supply Chain
Services)

i1} Coal Blending: Iotegration and mixing of coal with differcnt
characteristics in  appropriate  proportions based on customers'
needsthrough the use of coal stockpiling venues and related transport
links facilities so as o provide our customers with personalized
solutions and improve overall competitiveness of coal terminal
operation major company ~-HSEPA.

(2} Coal Purchasing: With FSEIH as the man body, the coal
procurement resource advantages of Shenzhen Energy Growp and the
current. resources of coal terminal (including loading and unloading
brerth, storage vard, imtermodal transport and other resources), we can
have the coal seller’s market information in real-time and provide
third-party services to customers with needs of coal procurement

[ purchasing).
(i), Create coal supply chain

(1) Provade added valoe and attract coal cooperative partner to nuarture
the coal storage and sales center

Oiher than the current services of coal terminal, valued-added
services a8 coal blending and purchasing should alse be provided,
Besides, we should cooperste more with main coal  suppliers,
merchandisers and logisuc enterprises. By providing coal warehouse
for firms to sale standardized or specific coal produces, we can finalby
resch our goal of building coal storage and sales center.
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[2}Create coal sales platform

Other than enfarging the scale of coal storage and sales, coal terminal
should build sales center to provide information and instruction,

heneeensuring the smooth eperation of coal supply chamn,
13}, Coondinate the overall transportation of coal supply

By taking advantape of thescale and platformof the coal terminal, we
should provide overall coal supply chain management service, Having
¥PO Huizhou Coal Terminal as the key node of transportation, we
can coordinate coal purchasing, processing (blending), transport (both
sea and land transport) efficienthy and effectively,

(4 Take part in supply chain production and urge YT port coal supply
integration.

We should explore the new supply chain production pattern by assert
acquisition equity investment in core operator as coal production, coal
lancing pory, airline, zallway and highway companies, build coal
integrative supply chain. And finally provide one-step service and
provide door-to-door service in order to gain morne market share:

(iii). Explore supply chain financing business by resource

integration

With  the well-developed coal supply  chaln business financing
institution should be brought in. By forming joint venturewe can
build stable strategic cooperative partnership with upstream and
downstream firms. The exploration of supplv chain financing will be a
strong support for the port’s main business.and will nurture emerging
industry and reate new profit-added business,

(1) . Concept and pattern of supply chain financing

Basicallyv, supply chain financing is providing financing services for
one or more up-siream and dewnestream frms in supply chain, in
arder w forge a smooth coal supply chain “production:supphy-sale”,
Finally, a harmonious enviesnment for financing institution, firms and
product supplier should be cultivated.

Coal Supply Chain Pattern

[}Up-stream  firm  financing  patterniaccount  receivable Factoring
financing)

This means up-stream firms Lranster their account receivable Lo
financing institution and apply for loan. Loan amount of the bank
should be 30 -~90%0f account receivable After transferring account
recetvable to the bank firms should pive buyers transfer notice and
require payment 1o financing bank,

2 ewr-stream fiem financing (advance paviment factoring financing)
This pattern emables financial institution to contral the deawn right of

supply chain down-stream firm. Financing institution provide money
for dewn-stream firms so that they can pay up-stream firins back. The
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cash deposit should be no lower than 30%af product value,
SiMovable property pledge fimancing pattern

LIP- and-down- steeam fiems use coal stored in warehouse appointed
or recognized by financing institution as pledge, which Jows under
monitor if fnancing insdtuton, Up- and down- stream finms can
apply for foans based on these pledges.

(2} . Benefit of exploring supply chain financing

Iior coal supplier: Vitalize account receivable speed up cash turnover
and promate selling speed to ges more advance payment.

2ifor coal merchandiser: get enough advance  payment o buy
coal raise buying amount to promote stabs business and optimize cash
Tlow and get favorable werms of wade.

SHorHSEIHand financing institution: enable financing institution Lo
approach high-end customers, By peoviding package solution for
members of supphy chain system, core firms are bonded to one
Hnancing institution, which will increase profit,

(3) . Preliminary design for supply chain Anancing

¥G Huiehou Coal Terminal will wtilize its scale and platform
advantage o import financing institution and by forming join
wventure, providing the financing services mentioned above for up- and
dewni-stream firms It will cultivate strategic layout of coal supply
chain financing and profit-added point and therefore contribute to
healthy development of coal supply chain integration,

I Import financing institution 1o provide financing services

When the coal terminal grows into scale in storage and sales and ase
coal terminal as main node as credit, by providing goods pledge and
monitoring, the import of financing institution will urge them to
provide financing services to up- and down-stream firms, improving
supply chain cash flow.

2} 5etup junt venture with financing institution te provide services

Forming joint venture will provide the above mentioned financing
services to core firms, and contribute to healthy development of
supply chain. It will also gain sustainable development without

damaging onginal supplyv chain b
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CREATE YANTIAN PORT LOGISTICS PLATFORM
& START THE NEW LOGISTICS DEVELOPMENT ENGINE

WEREEERALEERTEEERAEEA: BB

By 5th Team of Yantian Port Business Developmant Seminar{convener:Zus Yongguan}
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The Discussion Croup 5 at Yantian Port Development Seminar
Conference held in April this year probed deeply into the future
logistic development trend and mode of the Port in the new penod of
stratepy, around the work principles proposed by the Port Group,
which include “depending on the resource integration of cloud
computing, hig data and mobile internet; realiring the three flow
integration of logistics, information and capital; actualizing the
upgrading and transformation from a traditional port  logistics
enterprise into & general supply chain service provider’. The issucs
such as "the intepration of logistics rescurces to construct the
framework. of big logistics™, “the formation of the logistics platform
with hig data relying on modern logistics center 25 the hase”, and “the
implementation of the westward-to-Chanhai development strategne” by
taking the development opportunities for the bonded logistics park o
upgrade itsclf to a general bonded area” became discussion points at
the conference. This not only continues o cary cut the Group's
policy, namely "Breakthrough of Main Business, Win-win Partnership,
Two Wheel Drive, and Vertical and Horizontal Integration”, but also
is an importanl omeasare (o promote  the  transformation and
upgrading of the Group's logistics.

1. Present Industry Sitwation and Resource DMstribution of
Yantian Port Area

According to incomplete statisties by December 2013, the logistics
industry resounces of Yantian Port area include the following:

the bonded warehouse, of which an area of nearly 800,000 10 has
heen put into aperation, an area of G0,000m° is heing constructed and
ancares of 340,000 15 1o be constructed in Yantian Port Bonded
Logistics Park;

the supervised warcheuse, of which an area of nearly 450,000 has
been put into operation, and the back storage vard 5 one of the

largest of the exporn supervised warchouses in China;

the general dry cargo warehouse, of which an area of aboul 80,000m'
is operating at the back storage yard,

the contamner vard, which ocoupies an area of nearly 745000m° a the
hack storage yard;

the vehicle resources, which ane contributed by about 12,000 vehicles
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of various kinds at the back storage vard to provide services for
dlifferent logistics enterprises;

the logistics enterprises and their staff, as for which there are 1,033
enterprises with more than 31,700 emplovess:

the service contents, which are of the supply chain management,
distribution management, trade agency services, value-added services,
transportation services ofc,;

and the service objects, which mainly are manufacterers, international
freight forwarders, shipping services, and trade setailers.

The simple data display clearly reflects the back vard logistics
industry conditions. The business model, the customer resources and
the product categories are all the same so that the homogeneity has
become the larpest defect of the regional market. The mismatch
berween inputs and owtputs of the entize industry, the large
concentrations of storage facilities, and the large number of emplovees
reflect that not only the back ward logistics resource allocation
efficiency s low and the industry sccess s low, but alsa the whale
back yard logistics depend so much on the port container import and
export that it bes at the very bottom. At the same time, synergstic
and complementary deficiencies are found in the internal system of
the Part, so the resultant force can not be formed,

2. Create a New Logistics Platform of the Group by Taking the
Integration of Resources as a Starting Point

At present, the Group is able to directly control its ewn logistics
facilities of about 645,000 square meters (Yantian Port back yand
arca), in which are involved the bonded or supervised warehouses,
ordinary warchouses, container vards and others. After many vears of
practice, a number of dch experienced and capable teams in Jogistics
aperation and marker development bave been formed, their business
TAMEC COVErS many aspects of gu'[r[!ly chain TRANAZEICNE, and their
operation and clearance ability is more outstanding espedally in the
special customs supervised area. At the meantime, the homogeneity
problem still exists among its branch enterprises though each of them
is relatively independent. They do not invelve themselves deeply or
directly into the operation and management of some projects in which
thev have made some investments, and therefore, their collecied
efficiency of business diversity, clear chains, mutually complementary
performance and support has not been [ormed.

In the first place, the integpration of resources in the Port as the
starting pint is 10 build a new platferm, it is mevitable for Yantan to
integrate a number of high-quality assets and give full play to their
advantages so &5 to implement the three flow integration of logistics,
information and capital and to promote the transition from the
traditional por logistics enterprise 1o the general logistics service
providers. Based on the rational logistics resources integration of the
Group's assets, the businesses and other aspects, the relationship
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between the logistics enterprises will be straightened out, the lopistics
competitiveness will be dmproved, the regulation of environmental
:l.ﬁ!.r;\ntzgq‘:i will be created and the business scale and brand effect of
port Logistics will be greatly increased.

The resource integration aims to set up the group's “hig logisties"
industry, and through the integration, the assets relationship will be
straightened oul, & dh'::lupm:nL platform will be created, the overall
coprdination and management will he implemented, the
comprehensive logistics: industry competition will be increased, and
the transtormation and upgrading will be sped up. It s necessary not
only to consider the development of the Groap's logisties industne at
sight but also to lay 2 good foundation for constructing the lagistics
industry chain after sight. According to the principle of "deing some
things and leaving some things undone”, the storage and distribution
iz taken as the core business, the extensive logistics senvice is
confipured, and the logistics industry chain 3¢ built with reasonable
division of labor, clearly positioned functions and  effective
cooperation; at the same time relying on the Group's port industry
development, its logistics will extend to other ports in the region to
form an industrial layout with complete functions and reasonable
distribution,

For the tuture logistics resources integration, it is proposed that the
Group head up the overall plan and set up the logistics resources
integration team to implement it step-by-step and advance 1t by
stages i order to realize the maximized integration efilciency at the
most reasonable cost in the shorcest time, At the first stage, the
business ntegration could be made first, or all the logistics businesses
could be integrated into a logistes company so as Lo reduce
homageneity competition within the Group, achieve syneegy effects
and improve resource atilization efficiency, At the subscquent stages,
the asset integradon i then made and the Group's logistes assels
could be injected into the logistics company by means of transier,
injection or replacement in order to enrich the content of services and
enlarge the lopistics company.

3 Promote the Diversity of Equitics in Logistics Companies for
the Purpose of Being Listed

From the Group's future development orlentation, it is necessary 1o
comsider the future development orientation of the logistics after the
assets  integration. Through the introduction of strong industry
leaders and social capital, we may implement diversity of equities in
the logistics and make ourselves further improve and enhance the
internal operation mechanism, better the management structure,
establish an effective moving mechanism, achieve a stronger market
competitive power towards marketization and internationalization so
a5 ta rebuild a listing corporation in the Group if the conditions are in
place and promote the common development of state.owned capital
and social capital a0 the same time of the accumulation and
development of social capital development.
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The equity relationship of the enengy logistics company 1= clear and
simiple, amed s assets are moderate in scale, Therefore, it s
appropriate to take it as an cxample in the equity diversity In the
introduction of strategic investars, the well-known enterprises such as
Eternal Asia, Shenzhen International Holdiongs and China Merchants
Logistics as well as velated induserial fund companies are the best
choices. In future, the Group will perfect the relationship hetween
investors and investees closely connected by capital in logistics, and
will further improve the logistics industrial comperitiveness by means
of management and more market based measures. In the equity
allevation proportion of the pilot company, the Group shoald
continue to maintain the holding position and gives the opesator
some incentive stocks in the introduction of strategic investors. [ n
the future, the Group’s logistics will, around its strategy, increase the
praject investment and involvement in logistics such as in Caofeidian,
Huangshi-Qinanzhou and Huizhou projects, and in the lopistics assets
such as in the transformation and upgrading of Futian Bonded Area,
Yantian General Bonded Area etc.,

4. Actively Explore Reform of Incentive Salary System by Means

of marketization

The modern salary system ghould adapt 1o and promote the needs of
enterprises to develop in the era of knowledge economy and economic
globalization, The sound salary system can make enterprises emplov
high-quality suaff, which becomes the key 1o winning the market,
Logistics industry is a fully competitive industry, but the existing
compensation incentive mechanism does not match with the business
persannel  performance contribution and  responsibility, and  the
imperfect  incentive and constraint mechanism can be found
anywhere; in addivon, the follow-up measures related o human
resources are not in place, and the enterprise internal human
resources mechanism daoes not change.

A the same titme of the Group's building the new placform and
promoting the diversity of equities in its logistics, we shall continue 1o
deepen the internal reform of the three systems, establish a long-term
incentive and  restraint mechanism, strengthen the management
responsibility and explore the incentive salary system reform, [t is
recommended that we take the energy logistics as the piiot to further
deepen the salary system of the incentive and restraint effectiveness
on the basis of the implementation of higher marker-oriensed
compensation system in energv. The business backbones can be paid
higher than the market in order Lo attract the talented and maintain
the sustainable development, Through the annual salary svstem, the
stock incentive system, the business commission svstem and other
incentives, the management will be greadly inspired to forge ahead
and create greater values for the enterprise

5. Strive to Obtain the Extra Dividend from Preferential Policies
Given to the General Bonded Area as Soon as Possible
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The Approwval and establishment of Yantian Port General Bonded Area
provides Yantian Fort Bonded Logistics Area and the Group's logisties
industry with a favorable AppoTUnNity to promote the L:pgr}uii:ng. The
Group's logstics will actively  parmicipate in the policy research
coordination of the future general bonded area, It expects that it will
try its best to help get favorable supervision policies as much as
possible and so can enjoy dividends brought sboat by them under the
assistance of the Group,

In the future. under the unified leadership and arrangement of the
Group, we shall take the first step to imtegrate the Group's logistics
assets into a logistics business mode, at the same time to speed up the
quest for capital market integration in the way of adjusting the
vwnemship structure, te carry out the pilot neform of the salary and
incentive mechanism te keep up with the market 25 soon as possible,
and to strive to obtsin the extra dividend from the preferential
prelicies given o the General Bonded Area. The Group's logistics
brand will be created with its scale enlarged, its benefits brought
about and its development sustained. At the same time, we shall
continue 1o strengthen the legistcs conceptual  desipn and  the
practical operation, improve its eustomers beand precipitation and
link capacity and increase the software service construction ability in

order to build a new [ogstics service platform of Yantian Port and

start a new logistics development engine
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