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For Information

Legislative Council Panel on Commerce and Industry

The 16" Plenary of

the Hong Kong/Guangdong Co-operation Joint Conference

Purpose

This paper briefs Members on the major outcomes of the 16"
Plenary of the Hong Kong/Guangdong Co-operation Joint Conference
held on 16 September 2013 in Hong Kong.

Background

2. The Chief Executive, Mr C Y Leung, and the Governor of
Guangdong Province, Mr Zhu Xiaodan, co-chaired the 16™ Plenary of the
Hong Kong/Guangdong Co-operation Joint Conference in Hong Kong on
16 September 2013. At the meeting, the two sides reviewed the
progress of Hong Kong/Guangdong co-operation over the past year and
set directions for future co-operation. The two sides were satisfied that
the implementation of the 84 co-operation items under the 2013 Work
Plan have made good progress. The conference discussed key
co-operation areas, including promoting early basic achievement of
liberalisation of trade in services between Hong Kong and Guangdong,
financial development, professional services, tourism, commerce and
trade, innovation and technology, creative industries, cross-boundary
infrastructure, environmental protection, education, combating smuggling
activities, and other key co-operation areas. The two sides witnessed the



signing of eight letters of intent and co-operation agreements at the
signing ceremony held after the meeting, the text of the letters of intent
and co-operation agreements are at Annex (Chinese version only). A
press release was issued on the same day on the outcome of the meeting.
Key areas discussed at the meeting are summarized in the following
paragraphs.

Co-operation progress and direction

Promoting early basic achievement of liberalisation of trade in services
between Hong Kong and Guangdong

3. Amongst the various areas of co-operation between Hong Kong
and Guangdong, promoting early basic achievement of liberalisation of
trade in services between Hong Kong and Guangdong is one of the most
Important tasks, as it would contribute significantly to Guangdong's
efforts to enhance its industrial structure, help Hong Kong enterprises
further develop the Mainland market and support the collaborative
development of the services sector of the two places.

4, In the past year, the joint efforts of Hong Kong and Guangdong
have yielded significant results, including the incorporation into
Supplement X to the Mainland and Hong Kong Closer Economic
Partnership Arrangement (CEPA), of 15 Guangdong pilot measures. This
has taken the total cumulative number of Guangdong pilot measures
under CEPA to 79, spanning over a large variety of sectors, and has
brought the two places another step closer to the goal of early basic
achievement of liberalisation of trade in services between Hong Kong and
Guangdong in 2014.

5. Co-operation between Hong Kong and Guangdong in respect to
the implementation of CEPA also made good progress. The CEPA Joint
Working Group has been established by the Hong Kong Government and
the Central People's Government (CPG) with the participation of relevant
ministries and departments of the CPG as well as Provincial People's
Government on a need basis. The first meeting has already been held in



Guangzhou in June this year and the discussions focused on the CEPA
implementation problems in Guangdong.

6. Looking ahead, Hong Kong will complement Guangdong's
efforts in seeking more mutually beneficial market opening initiatives;
removing market entry barriers; providing national treatment to Hong
Kong enterprises; simplifying administrative procedures etc., with a view
to realising the important goal of fully opening up the Guangdong
services market to Hong Kong.

Financial Development

7. On financial co-operation, up to August this year, cross-border
Renminbi (RMB) loans registered in Qianhai have already reached RMB
7 billion. RMB trade settlement conducted through banks in Hong Kong
has continued to expand, exceeding RMB 1,900 billion in the first seven
months of this year, representing a year-on-year growth of some 40%, of
which over 20% was contributed by RMB trade settlement between
Guangdong and Hong Kong.

8. Other financial services involving the two places have also
recorded healthy growth. Marking the entry of Hong Kong financial
services enterprises into Qianhai, Hang Seng Bank (China), Bank of East
Asia and HSBC have established their Qianhai branches. Besides, the
China Banking Regulatory Commission Guangdong Bureau has since the
beginning of this year begun allowing Hong Kong-funded banks to apply
for the establishment of multiple sub-branches in one application, hence
enabling these banks to expedite the establishment of their respective
service network in Guangdong. Currently, six Hong Kong-funded banks
have been given approval to set up a total of about 50 sub-branches in
Guangdong Province. In addition, up to end-August this year, the Hong
Kong subsidiaries of seven securities companies, eight fund management
companies and two futures trading companies of Guangdong have
obtained licences to carry out regulated activities in Hong Kong.

9. In the coming year, Hong Kong and Guangdong will focus on
enhancing co-operation in four areas. First, to push for the further



expansion of cross-border RMB lending to other parts of the Guangdong
Province (including Nansha and Henggin). Secondly, to introduce
arrangements for outward investments by Mainland individuals to
facilitate Guangdong investors to participate in the Hong Kong
investment market, hence enriching their investment choices. Thirdly,
to further lower the thresholds for entry of Hong Kong securities
companies into the Mainland market, gradually expanding their scope of
services, and raising the upper limit for Hong Kong side share-holding in
joint-venture securities companies, fund management companies,
commodities futures companies and securities investment advisory
companies, with a view to attracting more Hong Kong companies in the
financial sector to set up operations in Guangdong, hence providing
people in Guangdong with high quality and diversified investment
services.  Finally, to encourage the regulatory authorities in the
Mainland to consider adopting a step-by-step approach to lower the
entrance thresholds applicable to Hong Kong non-life insurance
companies which wish to enter Guangdong market, and to encourage
Guangdong enterprises to establish captive insurers in Hong Kong to
enhance risk management for their overseas investment and business.

Professional Services Co-operation

10. Co-operation between the two sides in professional services
continued to deepen in the past year. For construction and related
engineering services, the Development Bureau has reached consensus
with the Qianhai Management Authority to explore arrangements for
Hong Kong-registered professionals and enterprises to provide
professional services directly in Qianhai, and to expand their scope of
services so that they can provide the full range of comprehensive services
throughout a project, including engineering design, project management
and works monitoring services. On accounting services, the Shenzhen
Municipal Government published in January this year the provisional
implementation arrangements for allowing Hong Kong professionals to
become partners of accounting firms in Qianhai. The Hong Kong
Government will work further with the Ministry of Finance to work out
other implementation details. Currently, a total of 22 Hong Kong service
suppliers have obtained -certificates for setting up wholly owned
clinics/outpatient clinics in Guangdong. The first wholly-owned Hong
Kong-invested eye hospital also commenced operation in Shenzhen in



March this year.

Tourism Co-operation

11. On tourism co-operation, to tie in with the commissioning of
the Kai Tak Cruise Terminal in Hong Kong in June this year, the two
places will strengthen co-operation to promote cruise tourism and work
together to develop the cruise tourism market with Hong Kong as the
homeport. In addition, Hong Kong and Guangdong will continue to
strengthen co-operation in publicity, promotion and development of
tourism products as well as regulation of the tourism market, thereby
enhancing mutually beneficial development of the tourism industries of
the two places.

Commerce and Trade Co-operation

12. To promote the upgrading and restructuring of Hong
Kong-funded enterprises, the Dedicated Fund on Branding, Upgrading
and Domestic Sales (the BUD Fund) launched by the Hong Kong
Government started to accept applications from June last year. Up to
end-August this year, a total of 145 applications amounting to around
HK$130 million had been approved. On the other hand, over 400 Hong
Kong-funded enterprises participated in the 2013 China Processing Trade
Products Fair hosted by the Guangdong Province in June, which provided
an effective platform for the Hong Kong companies to tap into the
Mainland domestic market.

Innovation and Technology Co-operation

13. Implementing the policy initiative announced by the Central
People's Government in June 2012, a Business Startup Base for the Youth
of Hong Kong and Shenzhen has already been established in June this
year, to provide a good environment for the young people to pursue their
aspirations in the innovation and technology sector.



Creative Industries Co-operation

14. As regards the creative industries, the State General
Administration of Press, Publications, Radio, Film and Television has
delegated to the Radio, Film and Television Administration of
Guangdong Province the authority for approving Cantonese versions of
Hong Kong films for the purpose of film festivals in Guangdong. This
may shorten the time required for importation of Hong Kong films into
Guangdong, facilitate the access of Cantonese versions of Hong Kong
films to the Guangdong market, and enhance co-operation between the
film industries of the two places. The Commerce and Economic
Development Bureau and the Radio, Film and Television Administration
of Guangdong Province have signed a "Co-operation Agreement between
Hong Kong and Guangdong on Promoting and Deepening the
Development of Film Industries" after the meeting to promote further
co-operation in this sector.

Cross-boundary Infrastructure

15. On the construction of cross-boundary infrastructure, site
formation and related infrastructure works of the Hong Kong side
Liantang/Heung Yuen Wai Boundary Control Port (BCP) has commenced
in phases from April 2013. Design of the Hong Kong side BCP building
has also started in January 2013. The two sides will endeavour to
complete the design and construction of the BCP as soon as possible,
such that it could commence operation by no later than 2018.

Co-operation on Environmental Protection

16. On environmental protection, both sides will continue to take
forward the air pollutant emission reduction work, with a view to
achieving the emission reduction targets for 2015 and 2020, established
by the two sides last year. The two sides have completed the study on
reduction of vessel emissions in Pearl River Delta (PRD) waters, and are
currently discussing the establishment of a working group to promote the
reduction of vessel emissions in the region, with a view to further
improving the region's air quality.



17. In the coming year, the two places will focus efforts on
improving air quality, strengthening ecological conservation and
improving water quality, for the sake of continuously enhancing the
living environment in the region.

Education Co-operation

18. On education co-operation, both sides have further enhanced
transportation arrangements for cross-boundary students. With the
support and co-operation of the Guangdong Government, the Hong Kong
Government launched the On-board Clearance Service and Simplified
Clearance Procedure in the 2012-13 school year to facilitate the clearance
of cross-boundary students.

19. In respect of higher education, the Chinese University of Hong
Kong has entered into agreements with Shenzhen Government and
Shenzhen University regarding the establishment of a Shenzhen campus.
The various preparatory work is making good progress. Improvement
works for the start-up area of the campus would be completed by
end-2013, in order to gear up for the acceptance of students in 2014.

20. Furthermore, the two sides have officially implemented the
multiple certification arrangement outlined in the Framework Agreement
on Hong Kong/Guangdong Co-operation, in the beauty care and
hairdressing trade. Under this arrangement, candidates would be able to
obtain certifications issued by the Mainland, Hong Kong and
international professional organizations by sitting one single examination.
The first batch of successful candidates has already received the
certificates in March this year.

Co-Operation on Combating Smuggling Activities

21. Hong Kong and Guangdong have stepped up co-operation on
combating parallel goods smuggling activities this year, including the
launch of a joint anti-smuggling operation in February this year targeting



parallel trading of daily consumables. The two sides have also signed a
co-operation agreement after the plenary meeting to establish a
mechanism for co-operation between Hong Kong and Guangdong in
anti-smuggling, with a view to strengthening communication and taking
sustainable and effective measures jointly to combat parallel trading
activities.

Key co-operation areas

22, Both Qianhai and Nansha have made significant progress. On
Qianhai, up to June this year, among the 22 supportive measures for
Qianhai approved by the State Council in June 2012, implementation of
16 measures have commenced, and the Mainland authorities is working
on the implementation of the remaining six measures.

23. In respect of Nansha, the Hong Kong/Guangzhou Co-operation
Working Group held its second meeting in January this year, and reached
a consensus to incorporate preferential measures for Hong Kong
companies into implementation arrangements for the Nansha
Development Plan. Moreover, the Guangzhou Municipal Government
organised a promotion seminar for Nansha in Hong Kong in May this
year, and signed co-operation agreements with 17 enterprises and
organisations after the seminar, involving investment of over RMB 230
billion.

24, Besides, the Governor of Guangdong Province, Mr Zhu
Xiaodan, revealed to the media at the press conference session held after
the Plenary meeting that, the Guangdong Province was studying a plan to
establish a reginal “Guangdong-Hong Kong-Macao Free Trade Zone”,
which would cover Nansha, Henggin and Qianhai, and target mainly at
Hong Kong and Macao. On this, the Chief Executive, Mr C Y Leung,
has expressed clearly that Hong Kong would actively participate, jointly
study with the Guangdong side, with a view to achieving a mutually
beneficial outcome.

25. Looking forward, the Hong Kong Government will continue to
maintain close liaison with the relevant ministries and authorises in



Guangdong and Shenzhen, to convey the views of the Hong Kong
business sector on implementation arrangements for the Qianhai policies
and the Nansha Development Plan. In addition, the Hong Kong
Government has also reached consensus with the Zhuhai Municipal
Government to set up a working group, under the framework of the Hong
Kong/Guangdong Co-operation Joint Conference, to enhance
co-operation to help Hong Kong companies to take advantage of the
business opportunities arising from the development of Henggqin.

Other areas

26. Apart from the above, Hong Kong and Guangdong have also
made steady progress in other areas of co-operation, such as investment
promotion, testing and certification, e-commerce, legal services, culture,
intellectual property rights, medical services and infrastructure
construction.

Constitutional and Mainland Affairs Bureau
October 2013
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