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Tax Newsflash on Guangdong-Hong
Kong-Macau Greater Bay Area
Today’s focus: Qianhai, Shenzhen — the
core engine and institutional innovation
highland of Shenzhen-Hong Kong

cooperation

The Guangdong-Hong Kong-Macao
Greater Bay Area (GBA) covers a
region of nine cities (Guangzhou,
Shenzhen, Zhuhai, Foshan,
Zhongshan, Dongguan, Zhaoqing,
Jiangmen and Huizhou) in the
Guangdong Province of Mainland
China, the Hong Kong Special
Administrative Region (HKSAR) and
Macao Special Administrative Region
(MCSAR). In 2017, the GBA
surpassed most global bay areas in
terms of land area, population and
airport passenger volume. The GBA
is expected to become the world's
largest bay area and metropolitan
area.

The GBA aims to facilitate economic
cooperation between Guangdong
Province of Mainland China, the
Hong Kong Special Administrative
Region (HKSAR) and the Macau
Special Administrative Region
(MCSAR), and with this aim the
relevant governments of Guangdong
province have made numerous
institutional innovations to
administration in the China
(Guangdong) Pilot Free Trade Zone
(Guangdong FTZ). This article
summarizes relevant policies that
has been issued and innovations
that have been made in Qinghai
area of Guangdong FTZ for the

Please find below
previous issues
of GBA series

Issue 1 - Challenges and
opportunities in investing
and doing businesses in
Greater Bay Area from
tax and business
perspective

Issue 2 - New
Immigration Scheme for
Technology Talent
Admission in the Hong
Kong Special
Administrative Region
Brings New Opportunities
and Synergies

Issue 3 - Overview of
customs opportunities
and challenges arising
from innovations in China
(Guangdong) Pilot Free
Trade Zone
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reference of domestic and foreign
investors.

During the period from the establishment of the Qianhai
Shenzhen-Hong Kong Modern Service Industry Cooperation
Zone in 2010, to the unveiling of the China (Guangdong)
Pilot Free Trade Zone, Qianhai & Shekou Area of Shenzhen in
2015, Qianhai has been shouldering the mission of "serving
the Mainland with the resources of Hong Kong, and opening
the door to international interests"”, and has been constantly
exploring new methodologies for developing modern service
industries, new modes of transformation, as well as new
means for Shenzhen-Hong Kong cooperation. Qianhai has
been entrusted with major national strategic missions
including Shenzhen-Hong Kong Cooperation, Free Trade Pilot
Zone, Innovation-driven Development and the Belt and Road
Initiative.

In February 2019, the Central Committee of the Communist
Party of China (CPC) and the State Council formally released
the Outline Development Plan for the Guangdong-Hong
Kong-Macao Greater Bay Area, placing higher hopes on
Qianhai by putting forward five strategic directions, including
building up the GBA as "a showcase for in-depth cooperation
between the Mainland, Hong Kong and Macao". It is
expected that the functions of the Qianhai Shenzhen-Hong
Kong Modern Service Industry Cooperation Zone will be
enhanced.

Qianhai today - Becoming the core engine for
Shenzhen-Hong Kong cooperation, enabling all-round
development of the financial services industry and
other modern service industries

Profile of Qianhai

Qianhai has made remarkable achievements after nine years
of development, demonstrating its impact as the core engine
of Shenzhen-Hong Kong cooperation across Shenzhen and
even the Pearl River Delta. Key data of Qianhai for 2018
includes:

e The number of registered enterprises has increased from
5,215 in 2012, to 174,900 in December 2018.
e In 2018, the Shekou Free Trade Zone achieved the
following (compared with 2017):
= Increase in net worth of registered enterprises at
RMB254.95 billion (increase of 25.6%);
= Contribution to tax revenue at RMB44.594 billion
(increase of 30.3%);
= Investment in fixed assets at RMB46.533 billion
(increase of 8%);
= Deployment of foreign capital at USD4.508 billion
(increase of 1.3%).

Source: the official website of the Authority of Qianhai Shenzhen-Hong
Kong Modern Service Industry Cooperation Zone of Shenzhen (hereinafter
referred to as “Qianhai Authority”); public information on the Internet.



Key industries subject to government support -
Financial services industry and modern service
industries

In 2010, in the official reply for approving the Overall
Development Plan on Shenzhen-Hong Kong Cooperation on
Modern Service Industries in Qianhai, the State Council
provided a clear strategic position for Qianhai, calling for
closer cooperation between Guangdong and Hong Kong, as
well as joint efforts in promoting the innovation and
development of modern service industries. It is expected
that Qianhai will develop as an innovation and cooperation
demonstration zone for Guangdong-Hong Kong modern
service industries.

In February 2019, the CPC Central Committee and the State
Council released the Outline Development Plan for the
Guangdong-Hong Kong-Macao Greater Bay Area, in which
they proposed five strategies such as building the GBA as "a
showcase for in-depth cooperation between the Mainland,
Hong Kong and Macao", optimizing the functions of the
Qianhai Shenzhen-Hong Kong Modern Service Industry
Cooperation Zone, enhancing the alliance with Hong Kong,
developing modern service industries such as the financial
services industry, high-end shipping services, and science
and technology businesses.

With the above initiatives, Qianhai has focused on the
following six major industries:

Financial services
Modern logistics
Information services
Science and technology
Professional services
Public services

Innovation in institutional framework — Exploring
breakthroughs such as allowing concurrent enjoyment
of 15%0 preferential tax rate together with other tax
incentives, and boosting the development of modern
service industries

As of December 2018, Qianhai has launched 414 institutional
innovations, of which 133 were pioneered at the national
level, 28 were replicated by other provinces outside
Guangdong, 62 and 79 were replicated in the entire
Guangdong Province and municipalities therein respectively.
In 2018, out of the 30 pioneer cases of institutional
innovation as selected during the third anniversary of
Guangdong Free Trade Zone, 18 cases were originated from
the Qianhai & Shekou area, demonstrating the leading role
of Qianhai.

The major institutional innovation of Qianhai includes
innovation and opening up of the financial service industries,
talent management, tax incentives and tax management.

Source: public information on the Internet.

Innovation and opening up of the financial service
industry



With the geographical advantage of being adjacent to Hong
Kong as an International Financial Center, Qianhai has
developed unique and pioneer initiatives to attract
investment in financial service industry, attracting a number
of high-end enterprises. Typical examples include:

1. Cross-border capital flows: Hong Kong financial
institutions are allowed to offer RMB loans to Qianhai-based
enterprises or projects, two-way cross-border loans, two-
way intragroup RMB cash pooling, as well as foreign
exchange pooling for overseas headquarters.

On 22 April 2015, as a pioneer in developing cross-border
business, Qianhai Financial Holdings Limited (a State-owned
enterprise) issued offshore bonds of RMB1 billion in Hong
Kong, which attracted subscription by 142 investment
institutions in Hong Kong, Taiwan, Singapore, Malaysia, and
the United States etc., and achieved a subscription scale of
RMB13.1 billion, hitting a record high at the time for
oversubscription (12 times) in the offshore RMB bond
market.

Source: the official website of Qianhai Authority

2. Financial exchange platforms: Establishing trading
markets for stock and innovative instruments such as carbon
emission rights.

3. Diversification of investors: WeBank, the first private
internet bank in China was established; Hong Kong HSBC
and The Bank of East Asia have set up a joint venture
securities company in Qianhai respectively; Hang Seng Bank
has also set up a joint venture fund house in Qianhai.

4. Innovation in modes of financing

Qianhai has published 67 cases of innovation in modes of
financing in three batches, demonstrating its achievements in
innovation of financial product (service), operating modes,
technologies and organization setup. Typical examples
include Penghua Qianhai Vanke REITs, China's first public
real estate investment trusts (REITs) products, and the
blockchain-based cross-border payment technology
established by China Merchants Bank. Such innovation is the
result of government support policies in Qianhai.

Source: the official website of Qianhai Authority

In the future, under the development plan of the GBA,
Qianhai will no doubt further promote innovation and
opening up of the financial service industry, expand the
functions of offshore accounts, and proactively explore
means for effective capital account conversion. Meanwhile,
it’'s certain that Qianhai will support the establishment of a
commodity spot trading platform for domestic and foreign
customers by the Qianhai Mercantile Exchange of HKEX,
strengthening Shenzhen-Hong Kong cooperation in green
finance and financial technology, building a cross-border
economic and trade cooperation network service platform,
building a new international trade center as well as an



international high-end shipping service center, and
encouraging international financial institutions to establish
branches in Qianhai.

Innovative talent management

Qianhai has introduced policies and measures to promote
innovation and entrepreneurship of high-level talent and
enterprises, which includes:

1. Talent cultivation platforms for Shenzhen-Hong Kong
cooperation (e.g. Qianhai Shenzhen-Hong Kong Youth
Innovation and Entrepreneur Hub, and Qianhai Shenzhen-
Hong Kong Fund Town)

Qianhai Shenzhen-Hong Kong Youth Innovation and
Entrepreneur Hub (hereinafter referred to as “E Hub”) was
established in December 2014. As of 2018, E Hub has
fostered 340 start-up teams, among which 169 teams were
from Hong Kong and Macao, and over half of their projects
got funding with an aggregate financing amount of RMB1.5
billion.

Source: Public information on the Internet

2. Innovation in mechanism for admission for foreign talent
to work, in particular offering more lenient conditions for
professionals from Hong Kong and Macao to practice in
Qianhai.

Through qualification accreditation, mutual exemption from
examinations, joint venture operation with local
professionals, and pilot Hong Kong-invested engineering
project arrangement, Qianhai has formulated regulations and
measures for Hong Kong professionals including accountants,
certified tax agents, social workers, housing managers,
architects and structural engineers, etc. to have easier
admission to work in Qianhai.

Source: the official website of Qianhai Authority

3. Talent mobility programs that provide convenience for
foreign talent to apply for permanent residency or work visa

On 5 December 2017, the Policies on Talent Management anc
Reform of the Guangdong-Hong Kong-Macao Demonstration
Zone for Talent Cooperation (Yuezutong [2017] No. 47) was
issued, which allows talent from Hong Kong and Macao to
work in the Demonstration Zone without a work permit. In
March 2018, cooperated with the Shenzhen Municipal Public
Security Bureau, Shenzhen Municipal Human Resources and
Social Security Bureau, and Shenzhen Housing Provident
Fund Management Center, the Qianhai authorities took the
lead in exempting work permit requirements for Hong Kong
and Macao residents working in Qianhai. Qianhai also allows
overseas talent to contribute to housing provident fund.

In addition, Qianhai canceled certain investigation procedures
that would otherwise be required for Hong Kong and Macao
residents before applying for work permit, in the areas of
social security, individual income tax subsidies for overseas




high-end talent, application for the "Peacock Plan™ of
subsidies and housing allowances.

Source: the official website of Qianhai Authority; Public
information on the Internet

The abovementioned measures are welcomed by overseas
talent. On 28 July 2018, the State Council confirmed the
nationwide cancellation of work permit requirement for
residents from Taiwan, Hong Kong and Macao. Such
breakthrough of talent mobility measures in Qianhai were
rapidly rolled out across the country.

4. Financial subsidies: A pioneer city that provides individual
income tax (11T) subsidies for overseas high-end talent and
urgently-needed talent

According to the financial subsidy policy of Qianhai since
2013, overseas high-end talent and urgently-needed talent
who work in encouraged industries in Qianhai are entitled to
subsidies on the portion of their IIT paid (for income from
wages and salaries) in Qianhai exceeding 15% of their
taxable income.

Within four years after the implementation of the policy,
Qianhai has offered subsidies to 453 high-end talents and
urgently-needed talents, of whom about 50% are from Hong
Kong, and the total amount of subsidies have exceeded
RMB173 million, with the highest individual case at RMB9
million.

Source: the official website of Qianhai Authority

In the beginning of 2019, material amendments to the IIT
subsidy policy have been made in Qianhai for the application
of year 2017 and 2018. For instance, the coverage of
financial subsidies has been extended in terms of eligible
personnel and types of taxable income (from salaries to
remuneration for independent personal services, authors’
remuneration, royalties and business income). Further, the
subsidies could be transferred to the personal bank accounts
of the applicants directly.

In 2019, under the development plan for the GBA, the
Circular on the Preferential Individual Income Tax Policies for
the Guangdong-Hong Kong-Macao Greater Bay Area (Caishui
[2019] No. 31) (hereinafter referred to as “Circular 31”) was
issued to extend the coverage of financial subsidies for
overseas high-end talent and urgently-needed talent to nine
Pearl River Delta cities within the GBA, replacing the original
policy of Qianhai. Recently, the Notice on Implementing the
Preferential Individual Income Tax Policies for the
Guangdong—Hong Kong—Macau Greater Bay Area (Yuecaishui
[2019] No.2) further clarifies the conditions for and quantum
of the tax-exempt subsidies, and principles for talent
identification. It is expected that more circulars about
detailed operational matters, such as talent identification
measures and subsidy dispatching arrangements in the nine
Pearl River Delta cities, will be promulgated soon.

Tax Incentives and Tax Management Innovation



In respect of the catalogue for allowable industries and
preferential enterprise income tax treatments, Cai Shui
[2014] No. 26 (effective from January 1, 2014 to December
31, 2020) offers a preferential Enterprise Income Tax ("EIT™)
rate of 15% for enterprises engaged in encouraged modern
service industries in Qianhai. These enterprises are required
to meet the following conditions:

e The principal business of the enterprises should be
covered by the Preferential Enterprise Income Tax
Catalogue for Modern Service Industries in Qianhai, such
as modern logistics, information services, science and
technology services, cultural and creative industries;

e The income derived therefrom contributes at least 70% of
the total annual income of such enterprises.

For enterprises that have established branches both in and
outside Qianhai, the 15% preferential EIT rate would only
apply to the profits earned through the branches in Qianhai.

In order to facilitate the enjoyment of such preferential tax
treatment, the mechanism of "direct reporting instead of
separate notification" is adopted. For instance, a technology
service enterprise registered in Qianhai can simply fill in the
appropriate spaces in its quarterly and annual EIT returns
about the eligible preferential treatments, and may then
enjoy the tax benefits directly (i.e. separate notification or
explanation about how the conditions for enjoying
preferential tax treatments are fulfilled is not necessary).

Qianhai enterprises that are entitled to 15% EIT benefit are
not precluded from enjoying other preferential tax incentives
offered by the national level, and may choose the most
preferential tax treatments, for example:

o Key State-encouraged software production enterprises
established in Qianhai shall be entitled to EIT at a
reduced rate of 10%o;

o The profits derived by newly-established advanced hi-
tech enterprises in Qianhai in the first and second years
shall be exempt from EIT (counting from the tax year in
which the first sum of production and business income is
derived), followed by 50% EIT reduction (i.e. 25%) from
the third to fifth years;

¢ Super deduction of R&D expenditures is available to
Qianhai enterprises with new technologies, new products
(services) and new processes.

In addition, Hong Kong investors who invest in Qianhai may
enjoy beneficial withholding tax treatments for dividends,
interests and royalties etc. under the Double Taxation
Arrangement between Mainland China and Hong Kong
Special Administrative Region, upon meeting certain
conditions. Reference would need to be made to the
appropriate tax treaties concluded with China for investors in
other jurisdictions. Further, temporary exemption from
withholding tax is available for reinvestment of dividends
into non-restricted PRC projects by foreign investors.

It is worth noting that certain industries subject to
government support in Qianhai, such as the financial



services and professional services industries, are not yet
included in the preferential EIT catalogue set forth in Cai
Shui [2014] No. 26. The deadline for enjoying the 15%
preferential EIT rate in Qianhai (i.e. December 31, 2020) is
about one and a half years from now. We suggest that
companies investing or planning to invest in Qianhai pay
attention to the latest amendment and continuation, if any,
of the relevant preferential policies.

Other Innovation in Institutional Framework
Qianhai has continuously improved its government services

for talent in terms of housing, legal environment,
communications, education of children and medical care.

In terms of housing benefits, Qianhai has increased the
supply of residential units to talent through construction and
procurement etc. Currently, Qianhai has launched 4,717
residential units and purchased 770 units of service
apartments as reserves for talent. Priority rental units for
Hong Kong, Macao talent and high-end overseas talent,
3,215 units, have also been released.

For the legal environment, Qianhai has established Qianhai
Integrity Supervision Bureau, Shenzhen Court of
International Arbitration, Shenzhen Financial Court,
Shenzhen Intellectual Property Court and China (Shenzhen)
Intellectual Property Protection Center and other institutions
for creating a harmonious society with justice, fairness,
security, and efficiency in resolving commercial disputes.
Such a legal environment could support investments and
relocation of talents.

In respect of improving public services like communication,
education and medical care, Qianhai has promoted the
construction of a dedicated channel for international
communications, and facilitated the cooperation between
Shenzhen and Hong Kong's telecommunications operators. In
addition, Qianhai has also introduced international schools
and planned to build an international hospital as well, in
order to provide high quality education and medical services.

Source: Public information on the Internet

Under the development plan for the GBA, to encourage Hong
Kong and Macao talents work in Qianhai, Qianhai has
recently introduced Measures to Support the Development of
Hong Kong and Macao Youth in Qianhai, covering
employment, entrepreneurship support, platform support
and living security support, etc. Hong Kong and Macao
talents could enjoy equal treatment in work and live as that
provided to China residents.

Next Steps

The Guangdong-Hong Kong-Macao GBA covers nine cities in
the Chinese Mainland, including the Guangdong Pilot Free
Trade Zone. An in-depth understanding of the
characteristics of various regions within the GBA (especially
Shenzhen Qianhai as the core engine of the development
and innovation in institutional framework) would facilitate
better forecasting of the policy trends of the local



governments in GBA in encouraging Shenzhen-Hong Kong
cooperation and institutional innovation. This is particularly
important to those investors who plan to invest or develop
new business models in GBA.

Investors should look for comprehensive information in
respect of investment in the GBA, and discuss how to take
full advantage on the relevant preferential policies and
institutional innovations, and seize these development
opportunities. Deloitte is firmly rooted in the GBA market,
with professional insights into the Qianhai industries and
talent development policies. We keep track of new policy
trends continuously. We would be pleased to assist you in
analyzing corporate structure and business model from the
legal, tax, and financial perspectives, and bridging the
communication gap with the government.

Deloitte China has and will continue to closely monitor the
overall regional planning and relevant policies of the GBA.
We stay in close communication with the government,
chambers of commerce and various enterprises in the GBA.
We welcome further communication and discussion of
policies with the relevant government departments and
investors. Deloitte China provides comprehensive
professional services and tools to support foreign direct
investment in the GBA, and assists local governments in
attracting investors in various industries by improving their
business environment and aiming at more cooperation
opportunities and innovative business models.

Deloitte China has been organizing various marketing
activities and releasing professional opinions on the GBA
proactively. Please stay tuned to the latest information of
Deloitte China's WeChat, Facebook and official website.

Tax Newsflash is published for the clients and professionals of Deloitte
Touche Tohmatsu. The contents are of a general nature only. Readers are
advised to consult their tax advisors before acting on any information
contained in this newsletter.

Leo Yang

Partner

Tax & Business Advisory
Services

Deloitte China

+852 2852 1626
leoyang@deloitte.com.hk

Ariel Wang

Senior Manager

Tax & Business Advisory
Services

Deloitte China

+86 755 3353 8296
ariwang@deloitte.com.cn


mailto:leoyang@deloitte.com.hk
mailto:ariwang@deloitte.com.cn

Victor Li
Tax & Business Advisory
Managing Partner
Southern Region
Deloitte China

+86 755 3353 8113
vicli@deloitte.com.cn

Leo Yang
Partner
Tax and Business Advisory
Deloitte China
+852 2852 1626
leoyang@deloitte.com.hk

Raymond Tang
Tax & Business Advisory
Deputy Managing Partner
Southern Region
Deloitte China
+852 2852 6661
raytang@deloitte.com.hk

Sarah Chan

Partner

Tax and Business Advisory
Deloitte China

+852 2852 1628
sarahchan@deloitte.com.hk

00OPO0OBOGB®OO

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited
by guarantee (“DTTL"), its network of member firms, and their related entities. DTTL and each of
its member firms are legally separate and independent entities. DTTL (also referred to as “Deloitte
Global”) does not provide services to clients. Please see About Deloitte for a more detailed
description of DTTL and its member firms.

Privacy

Thank you for your interest in Deloitte China services. Deloitte China would like to continue to use
your personal information (in particular name and contact details) for the purpose of sending you
marketing and regulatory updates, invitations to seminars and other events organized, sponsored
or promoted by Deloitte China. If you do not wish to receive further communications from Deloitte
China, please send a return email to the sender with the word “Unsubscribe” in the subject line.

If you would like to update your personal information, please click here.

Deloitte China refers to Deloitte Touche Tohmatsu in Hong Kong, Deloitte Touche Tohmatsu in
Macau, Deloitte Touche Tohmatsu Certified Public Accountants LLP in the Chinese Mainland and
their respective affiliates practising in Hong Kong, Macau and the Chinese Mainland.

This communication contains general information only, and none of Deloitte Touche Tohmatsu
Limited, its member firms, or their related entities (collectively the “Deloitte Network™) is by means
of this communication, rendering professional advice or services. Before making any decision or
taking any action that may affect your finances or your business, you should consult a qualified
professional adviser. No entity in the Deloitte Network shall be responsible for any loss whatsoever
sustained by any person who relies on this communication.

© 2019 Deloitte Touche Tohmatsu in Hong Kong, Deloitte Touche Tohmatsu in Macau, and Deloitte
Touche Tohmatsu Certified Public Accountants LLP in the Chinese Mainland. All rights reserved.

To no longer receive emails about this topic please send a return email to the sender with the word
“Unsubscribe” in the subject line.


mailto:vicli@deloitte.com.cn
mailto:leoyang@deloitte.com.hk
mailto:vraytang@deloitte.com.hk
mailto:sarahchan@deloitte.com.hk
http://www2.deloitte.com/cn/en/pages/about-deloitte/articles/about-deloitte.html
http://www.deloitte-china.com/contact/data.html
https://www.facebook.com/deloittechina
https://twitter.com/deloittechina
https://www.linkedin.com/company/deloitte_china
http://www2.deloitte.com/cn/en/footerlinks/social-media.html
http://e.weibo.com/chinadeloitte
http://i.youku.com/deloittechina
http://www.youtube.com/deloittechina
https://www2.deloitte.com/cn/en/footerlinks/contact-us.html

	税务快讯之粤港澳大湾区系列

