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1. INTRODUCTION

The Hong Kong-Japan Business Co-operation Committee (HK-JBCC) and its counterpart, the
Japan-Hong Kong Business Co-operation Committee (J-HKBCC), were established in 1979. The
Committee organises high level business-to-business dialogue to foster understanding between
the business communities of Hong Kong and Japan. It also promotes trade, investment and other

economic co-operation between the two territories.

The Hong Kong Trade Development Council (HKTDC) acts as the Secretariat for the Hong Kong
committee and the Japan Business Federation (formerly known as the Keidanren) serves as the
Secretariat for the Japan committee. The two committees are represented by the business
leaders from a broad spectrum of trade and industry. Members of the committees meet once
a year to enhance mutual understanding and explore new dimensions that can broaden and

deepen business partnership between Hong Kong and Japan.

It is the priority of the Hong Kong-Japan Business Co-operation Committee to explore new
dimensions in Hong Kong's economic relations with Japan and to act as a catalyst for a broader
and deeper business partnership. The Committee has also undertaken to explore ways of
promoting Hong Kong as a trade and service platform for Japanese companies to make an inroad

in the Chinese market.



2. MEMBERSHIP

The Chairman of the Hong Kong Committee is Dr. Victor Fung, Chairman, Li & Fung Group.
Members are business leaders of various service and product industries in Hong Kong. The
Committee has two Honorary Advisors, Sir Y.K. Kan and Sir S.Y. Chung. Committee Members
are registered as Directors of the Committee, governed by the Memorandum and Articles of

Association of the Committee.

A. Changes in Membership

In accordance with Clauses 28 & 29 of the Articles of Associations, which stipulate that one-
third of the serving members of the Committee should retire every year in seniority order, the

following members were identified for retirement in the 2007 AGM:

Mr. Vincent Cheng, GBS, OBE, JP Dr. Chow Yei Ching, GBS

Mr. Stanley K.C. Ko, BBS, JP Mr. Richard Li Mr. David S.Y. Wong, OBE, JP

Mr. David S.Y. Wong, being one of the retiring Directors, has not offered himself for election,
leaving the Committee with 16 Directors. The other four members offered themselves for re-
election and were re-elected through resolutions in writing by all members of the Committee

passed in lieu of the 25th Annual General Meeting on 19 September, 2007.



Membership of the Main Committee during the Year, up to the date of
the report

Main Committee

Chairman :

Dr. Victor Fung

Members :

Mr. Chan Wing Kee, GBS, JP

Mr. Philip NL Chen, SBS, JP

Mr. Vincent Cheng, GBS, OBE, JP
Mr. Bob Chong Hot Hoi

Dr. Chow Yei Ching, GBS

Mr. Peter Hung

Mr. Stanley K.C. Ko, BBS, JP

Mr. Fred Lam, JP

The Hon. Jeffrey Lam, SBS, JP
Mr. Richard Li

Dr. Daniel Shao, BBS

Mr. James E. Thompson, GBS

Mr. C.C. Tung

Dr. Allan Wong, SBS, JP

Mr. David S.Y. Wong, OBE, JP (resigned on 19 September, 2007)

Ms. Marjorie Yang



3. REVIEW OF ACTIVITIES

A . The 6th Japan-China Economic Conference, Osaka

The 6th Japan-China Economic Conference was held on 15 - 16 November 2006 at the Osaka

International Conference Center (Grand Cube Center), Japan.

The Japan-China Economic Conference was organised by Kansai Economic Federation,
Japan-China Association of Economy and Trade, Research Institute of Economy, Trade and
Industry (RIETI), Japan External Trade Organization (JETRO) and Institute for International Studies

and Training (IIST).

The Conference was to foster closer business co-operation between Japan and China, presenting
the macro business and economic affairs of the two countries through the plenary session as

well as industry-specific and topical issues at the break out seminars.

Delegations were organised from China to take part in the Conference, contributing to the
expansion of business opportunities and closer communications between Japan, China and also

Hong Kong. The event attracted more than 600 business leaders and management in Japan.

Dr. Daniel Shao, Managing Director of Van Yu Trading Ltd. and a member of the
Hong Kong-Japan Business Co-operation Committee was invited to speak at the Main Plenary

together with other renowned speakers from Japan and the Mainland, they were:

® Mpr. Yasuyuki Nambu, Group CEO and President of Pasona Inc.
® Mpr. Katsuhiko Machida, President of Sharp Corporation
e Mr. Atsushi Horiba, Chairman and President of Horiba Limited

® Mr. Zhang Fangyou, Chairman of Guangzhou Automobile Industry Group Co., Ltd.



® Mpr. Zhou Houjian, Chairman of Board of Hisense Group Corporation

e Ms. Yang Mianmian, Managing Director, Haier Group

Dr. Daniel Shao, Managing Director of Van Yu Trading Ltd. and @ member of the Hong Kong-Japan Business Co-operation
Committee, spoke at the Plenary session of the Conference

Outreach Programme in Tokyo and Osaka

Mr. C.C. Tung, Chairman of Orient Overseas (International) Ltd. and a member of the Hong Kong-
Japan Business Co-operation Committee was invited to participate in an outreach programme
in Tokyo (5 March) and Osaka (6 March). During the two-day programmes, Mr. Tung spoke to
the Japanese business leaders on Hong Kong's business platform role for Japanese companies
tapping the Mainland market. The programme was supported by influential local multipliers
such as JETRO, Keidanren, Kankairen, Japan-HK Society and Japan-HK Business Co-operation

Committee.



T e,

Mr. C. C. Tung spoke on “Hong Kong as the regional logistics hub" at a luncheon seminar on 5 March in Tokyo

The Launch of a Japanese book titled “Evolving Hong Kong - Newly

Revealed Secrets of its Competitiveness”

The book was published in Japan on 1 June 2007 under the sponsorship of the Hong Kong-
Japan Business Co-operation Committee. It is now available in leading book stores in Tokyo

and Japanese book stores in Hong Kong.

It contains new insights into Hong Kong's extraordinary economic competitiveness, as
observed by some of Japan's top economists who visited Hong Kong and the Pan-PRD in
February 2006. The economists came to personally examine the reasons behind Hong Kong
being rated No. 1 in a study measuring the potential competitiveness of 50 global economies

by the Japan Center of Economic Research in January 2006.

Employing case studies and detailed analysis, the book describes Hong Kong's rise as a

major trading hub bridging the Chinese mainland and the rest of the world. As its title



indicates, the book also reveals some of the “secrets” behind Hong Kong's tremendous global
competitiveness. Evolving Hong Kong also features practical advice on how Japanese
companies can best make use of the Hong Kong platform to capture their share of business

in the mainland, particularly the Pan-PRD.

Launched to coincide with the 10th anniversary of Hong Kong's return to China, the book has
been enthusiastically received by Japanese business leaders, who see it as an authoritative

guide on Hong Kong's strategic role in foreign companies' investment in China.

Other Activities

a. Market Reports

Selected research reports by the HKTDC, such as "CEPA: 2006 Update on Expanded
Liberalisation Measures" was translated into Japanese to provide timely and topical

information on Hong Kong and the Chinese mainland to Japanese companies.

b. Business Advisory Service

Since its inception in March 2004, the Business Advisory Service has been well received by

Japanese companies interested in doing business with Hong Kong and China.

The Service has been offered at HKTDC's offices in Tokyo and Osaka by Japanese experts in
Hong Kong and China business. The advisory service proved to be of value to the Japanese
business community, especially SMEs with little knowledge of doing business with Hong Kong

and China. A total of 122 in-depth business consultations were completed in 2006/07.



c. Hiko Mizuno Jewellery and Watch & Clock Workshops at Hiko Mizuno College of

Jewellery, Tokyo

Hong Kong Trade Development Council organises the Hong Kong Jewellery Design
Competition and Hong Kong Watch & Clock Design Competition every year to foster and
groom local young design talents in the industries. In 2006/07, the Hong Kong-Japan
Business Co-operation Committee sponsored three winners of each of the two Competitions
to attend a five-day course at the Hiko Mizuno College of Jewellery in Tokyo. The course

helped the young talents acquire new techniques for design and marketing.

Winners of the Competitions exchanged their views on design and marketing with experienced
Japanese tutors of Hiko Mizuno College of Jewellery.



4. HONG KONG'S TRADE WITH JAPAN

A. Trade Figures, 1997- 2007 (Jan-Mar) (HK$ Million)

1997 1998 1999 2000 2001 2002 2003
Domestic Exports | 10,641 6,435 5,459 5,084 4,060 2,969 2,848
Re-Exports 77,724 64,194 67,506 82,050 83,551 80,743 91,154
Total Exports 88,365 70,629 72,965 87,134 87,611 83,722 94,003
Imports 221,646 | 179,947 | 162,652 | 198,976 | 176,599 | 182,569 | 213,995
Total Trade 310,011 | 250,576 | 235,616 | 286,110 | 264,210 | 266,281 | 307,997
Trade Balance -133,281| -109,318 | -89,687 | -111,842 | -88,988 | -98,858 | -119,992
Hong Kong's
o Trade with
0 2007 Japan as %
2004 2005 2006 | Change pan
2006/05 (Jan-Mar) | of HK's Total
Trade in 2007
(Jan-Mar)
Domestic Exports 2,812 4,320 4,931 +14.1 709 3.2
Re-Exports 104,733 114,258 115,490 +1.1 28,977 5.1
Total Exports 107,545 118,578 120,422 +1.6 29,686 5.1
Imports 256,141 256,501 268,140 +4.5 65,592 10.5
Total Trade 363,686 375,079 388,562 +3.6 95,278 7.9
Trade Balance -148,596 | -137,923 | -147,718 n.a. -35,906 n.a.

Notes: 1) Hong Kong's overall domestic exports in 2006 decreased by 1.1% over 2005, and
domestic exports to Japan increased by 14.1%
2) n.a. = not applicable



B.

C.

Hong Kong's Top Ten Trading Partners, 2006 (HK$ Million)

Markets g bons| Re-oxpors | Tote Bpons | % Change
1. CHINA 40,268 1,115,941 1,156,210 +14.2
2. USA. 33,159 337,971 371,130 +2.9
3.JAPAN 4,931 115,490 120,422 +1.6
4. GERMANY 4910 70,753 75,663 +4.0
5. UNITED KINGDOM 7,859 65,773 73,632 +6.3
6. TAIWAN 4,461 47,645 52,106 +3.3
7. KOREA REP 1,789 50,084 51,873 +7.5
8. SINGAPORE 4,128 44,484 48,612 +4.4
9. NETHERLANDS 7,958 33,082 41,040 -3.8
10. FRANCE 1,508 31,841 33,349 +5.2
Hong Kong's Imports Hong Kong's Total Trade
Suppliers Amount % Change | Trading Partners ~ Amount % Change
1. CHINA 1,192,952 13.7 1. CHINA 2,349,162 13.9
2.JAPAN 268,140 4.5 2. USA. 494,699 3.1
3. TAIWAN 194,917 15.9 3.JAPAN 388,562 3.6
4. SINGAPORE 164,837 219 4. TAIWAN 247,024 13
5. USA. 123,569 3.6 5. SINGAPORE 213,449 17.5
6. KOREA REP 119,647 16.1 6. KOREA REP 171,519 13.4
7. MALAYSIA 60,339 5.6 7. GERMANY 120,091 5.6
8. THAILAND 53,081 14.3 8. UK 105,058 4.8
9. GERMANY 44,428 8.2 9. MALAYSIA 82,295 8.7
10. PHILIPPINES 40,847 6.7 10. THAILAND 77944 13.7

Hong Kong's Position in Japan's Trade, 2006 (Yen Billion)

Japan's Total Exports

Japan's Imports

Japan's Total Trade

R

anking Amount

0% Share

Ranking Amount % Share

Ranking Amount

0o Share

5 4,239

5.6

40

177 0.3

9

4,416 3.1
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5. ADMINISTRATION

A.

Secretariat

Staff establishment as at 31 March 2006 was as follows:

Secretary-General Ms. Jenny Koo
Deputy Secretary-General Ms. Myra Mak

Administrative Assistant Ms. Gilly Ma

Premises

The Secretariat continued to rent office space from the HKTDC.

Financial Arrangements

For the financial year under review, subvention from the HKSAR Government and the HKTDC

was HK$3,610,000 and HK$376,076 respectively.

The accounts for the financial year 1 April 2006 to 31 March 2007 have been audited by
PricewaterhouseCoopers, whose appointment was approved by resolution at the 25th Annual
General Meeting. The Statement by the Directors on the Report and Accounts are on pages

13 to 21.



HONGKONG JAPAN BUSINESS CO-OPERATION COMMITTEE

(Incorporated in Hong Kong and limited by guarantee)

REPORT OF THE DIRECTORS

The directors submit their report together with the audited financial statements for the year ended 31st
March 2007.

Principal activities

The principal activities of the Committee are to foster friendship and understanding between the
business communities of Hong Kong and Japan, and to seek, promote and assist in promoting trade,

investment and other economic co-operation.

Results HKD
Retained surplus as at 31st March 2006 1,874
Surplus for the year 1
Retained surplus as at 31st March 2007 1,875

The directors recommend that the retained surplus as at 31st March 2007 be carried forward.

Directors

The directors of the Committee during the year were:

FUNG Kwok King Victor (Chairman)
CHEN Nan Lok Philip
CHENG Hoi Chuen
CHONG Hot Hoi Bob
CHOW Yei Ching

HUNG Hak Hip Peter

KO Kam Chuen Stanley
LAM Jeffrey Kin Fung
Richard LI

SHAO Kung Chuen Daniel
WONG Shou Yeh David
Marjorie YANG

13
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CHAN Wing Kee (retired and re-elected on 19th September 2006)
LAM Tin Fuk (retired and re-elected on 19th September 2006)
James E. THOMPSON (retired and re-elected on 19th September 2006)
TUNG Chee Chen (retired and re-elected on 19th September 2006)
Allan WONG (retired and re-elected on 19th September 2006)

In accordance with sections 28 and 29 of the Committee's Articles of Association, one-third of the
directors who have been longest in office shall retire by rotation and, being eligible, offer themselves

for re-election.

Interest in contracts

No contracts of significance in relation to the Committee's business to which the Committee was a
party and in which a director of the Committee had a material interest, whether directly or indirectly,

subsisted at the end of the year or at any time during the year.

Management contracts

No contracts concerning the management and administration of the whole or any substantial part of

the business of the Committee were entered into or existed during the year.

Auditors

The financial statements have been audited by PricewaterhouseCoopers who retire and, being eligible,

offer themselves for re-appointment.

By order of the Board,

/7 » 74/0/

Secretary - General
Jenny Koo
Hong Kong, 11 July 2007



(Incorporated in Hong Kong and limited by guarantee)

We have audited the financial statements of HongKong Japan Business Co-operation Committee (the
"Committee”) set out on pages 17 to 21 which comprise balance sheet as at 31st March 2007, and the
income and expenditure account, the statement of changes in equity and the cash flow statement for

the year then ended, and a summary of significant accounting policies and other explanatory notes.

Directors’ responsibility for the financial statements

The directors of the Committee are responsible for the preparation and the true and fair presentation
of these financial statements in accordance with Hong Kong Financial Reporting Standards issued by
the Hong Kong Institute of Certified Public Accountants and the Hong Kong Companies Ordinance.
This responsibility includes designing, implementing and maintaining internal control relevant to the
preparation and the true and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies;

and making accounting estimates that are reasonable in the circumstances.

Auditor's responsibility

Our responsibility is to express an opinion on these financial statements based on our audit and
to report out opinion solely to you, as a body, in accordance with section 141 of the Hong Kong
Companies Ordinance and for no other purpose. We do not assume responsibility towards or accept

liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong
Kong Institute of Certified Public Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance as to whether the

financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor's judgment, including
the assessment of the risks of material misstatement of the financial statements, whether due to
fraud or error. In making those risk assessments, the auditors considers internal control relevant to
the entity's preparation and true and fair presentation of the financial statements in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an

opinion on the effectiveness of the entity's internal control. An audit also includes evaluating the

15



16

appropriateness of accounting policies used and the reasonableness of accounting estimates made by

the directors, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion
In our opinion, the financial statements give a true and fair view of the state of affairs of the Committee
as at 31st March 2007 and of its surplus and cash flows for the year then ended in accordance with

Hong Kong Financial Reporting Standards and have been properly prepared in accordance with the
Hong Kong Companies Ordinance.

PricewaterhouseCoopers

Certified Public Accountants
Hong Kong, 11 July 2007



HONGKONG JAPAN BUSINESS CO-OPERATION COMMITTEE

(Incorporated in Hong Kong and limited by guarantee)

INCOME AND EXPENDITURE ACCOUNT

For the Year Ended 31st March 2007

Note

INCOME
Government [ HKTDC subventions 4

Bank interest

EXPENDITURE
Staff costs charged by HKTDC

Office expenses:
Rent and rates
Other administrative expenses

Auditors' remuneration

Expenditure on operational activities

SURPLUS FOR THE YEAR 5

2006/07
HKD

3,986,076
39,755

4,025,831

57,020
65,783
48,000

170,803

2005/06
HKD

3,734,000
18,587

3,752,587

56,160
57,711
45920

159,791
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(Incorporated in Hong Kong and limited by guarantee)

BALANCE SHEET

As At 31st March 2007

CURRENT ASSETS
Accounts receivable

Cash and bank balances

CURRENT LIABILITIES
Amount due to HKTDC

Accounts payable and accruals

NET ASSETS

Financed by:
ACCUMULATED FUND

Balance as at 1st April
Add: Surplus for the year

Balance as at 31st March

The financial statements on pages 17 to 21 were approved by the Board of Directors on 11 July 2007

and are signed on its behalf by:

A

2006/07
HKD

11,000
382,372

B9eidi2

343,047
48,450

391,497

1,874

1,875

2005/06
HKD

5818
201,760

207,578

159,339
46,365

205,704

1,873

1,874

e { é/ 7
\\/u 4 o B

FUNG Kwok King Victor LAM Tin Fuk

Director Director



HONGKONG JAPAN BUSINESS CO-OPERATION COMMITTEE

(Incorporated in Hong Kong and limited by guarantee)

CASH FLOW STATEMENT

For the Year Ended 31st March 2007

OPERATING ACTIVITIES

Surplus for the year

Subvention from Government /| HKTDC
(Increase) [ decrease in accounts receivable
Change in balance with HKTDC

Increase [ (decrease) in accounts payable and accruals
Net Cash Outflow from operating activities
FINANCING ACTIVITY

Subvention from Government [ HKTDC

Increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

STATEMENT OF CHANGES IN EQUITY

For the Year Ended 31st March 2007

Total equity brought forward

Surplus for the year

Total equity carried forward

2006/07

HKD

1
(3,986,076)
(5.182)
183,708

2,085

(3.805,464)

3,986,076

180,612

201,760

88218172

2006/07

HKD

1,874
1

1,875

2005/06
HKD

1
(3,734,000)
2,470
195,023
(31,775)

(3,568,281)

3,734,000
165,719

36,041

201,760

2005/06
HKD

1,873
1

1,874

19
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NOTES TO THE FINANCIAL STATEMENTS

Legal status

The Committee is incorporated under the Hong Kong Companies Ordinance and is limited by

guarantee.

Under the provision of the Memorandum of Association, the liability of the Committee in the
event of its being wound up is limited to the extent of the guarantee undertaken by its members,
which shall not exceed HK$10 for each member. At 31st March 2007, there were 17 members (31st
March 2006: 17 members).

General information

The principal activities of the Committee are to foster friendship and understanding between the
business communities of Hong Kong and Japan, and to seek, promote and assist in promoting
trade, investment and other economic co-operation. The address of its registered office is 38/F,

Office Tower, Convention Plaza, 1 Harbour Road, Wanchai, Hong Kong.

Principal accounting policies
a) Basis of preparation of financial statements

The financial statements have been prepared in accordance with Hong Kong Financial
Reporting Standards ("HKFRSs") issued by the Hong Kong Institute of Certified Public

Accountants ("HKICPA"). They have been prepared under the historical cost convention.

b) Standards, amendments and interpretations effective in 2006/07

A number of standards, amendments and interpretations were issued during the year and did

not result in any significant impact to the financial statements of the Committee.

c) Standards, interpretations and amendments to standards that are not yet effective

The Committee has not early adopted the new standards, amendments and interpretations
issued by the HKICPA that are not yet effective as at 31st March 2007. The Committee has
considered that the only one that is relevant to the Committee's operations is HKFRS 7
“Financial Instruments: Disclosures”, which will be effective for accounting periods beginning
on or after 1st January 2007. The Committee is in the process of assessing the impact of
this standard on the disclosure and presentation of the financial statements in the future

accounting periods.



Government / HKTDC subventions

According to the existing funding arrangement, the Government and Hong Kong Trade
Development Council ("HKTDC") agree to fund the expenditure of the Committee. For
2006/2007, the subvention from the Government was HK$3,610,000 (2005/2006: HK$3,610,000)
and the balance required from HKTDC was HK$376,076 (2005/2006: HK$124,000) respectively.

Surplus of income over expenditure

According to the ground rules which control the expenditure of the Committee, any surplus
of income over expenditure at the end of a financial year is to be returned to the Government.
In view of the small surplus for the current year, no adjustment was made in the financial
statements.

Directors’ remuneration

None of the directors received any remuneration in respect of their services rendered during the
year (2005/2006: Nil).

Taxation

The Committee, being a non-profit making organisation, is exempt from payment of Hong Kong

profits tax under Section 87 of the Inland Revenue Ordinance.

21
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