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This issue of Newsletter published by Crowe (HK) CPA Limited provides an update on tax, financial reporting, other technical issues, as well
as activities of our company and its affiliates and our community involvement. Please click http://www.crowe.hk to access the latest issues
available in the “News” section of our website. You can also click the back issues of our News Express and Newsletter for review.
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Public Consultation on Backdoor Listing, Continuing Listing
Criteria and Other Rule Amendments

To combat the increasing market activities related to the trading of, and the creation of "shell companies" and to maintain a
quality market, the Stock Exchange of Hong Kong Limited ("the Exchange") published the consultation paper on backdoor
listing, continuing listing criteria and other Rule amendments on 29 June 2018 to seek views from the market. The

consultation period ended in late August 2018.

Summary of Consultation Paper

Proposals relating to backdoor
listing

1. Amend "reverse takeover" ("RTO")
definition

a. Principle based test

Codify the principle based test

set out in Guidance Letter

GL78-14 with modifications to

two assessment criteria:

e extend the current criterion
"issue of restricted convertible
securities" to include any change
in control or de facto control of
the issuer. Indicative factors of a
change in de facto control
includes (a) substantial change
in board/key management; (b)
change in single largest
substantial shareholder, and (c)
issue of restricted convertible
securities.
clarify the "series of
arrangements"” criterion to
consider transactions and/or
arrangements that are in
reasonable proximity (normally
within 36 months) or are
otherwise related as a series.
The entire series of transactions
and/or arrangements would
be treated as if it were one
transaction, regarded as RTO.

b. Bright line tests

Retain and modify the bright

line tests:

e extend the restriction period
from 24 months to 36 months

e restrict any material disposal
of existing business at the time
of or within 36 months after a
change in control of the issuer,
unless the remaining business,

or any assets acquired after
the change in control, can
meet Rule 8.05.

® The Exchange may also apply
this disposal restriction
(proposed Rule 14.06E) to a
material disposal proposed at
the time of or within 36 months
after a change in the issuer's
single largest substantial
shareholder.

c. Backdoor listings through large
scale issue of securities
Prohibit backdoor listings
through a large scale issue of
securities for cash, where the
proceeds will be used to acquire
and/or develop new business.

2. Tighten requirements for RTOs

and extreme transactions

a. Codify the current "extreme
VSAs" requirements in Guidance
Letter GL78-14 and rename as
"extreme transactions". The
issuer has been either (i) running
a principal business with
substantial size; or (i) under the
long-term control of a large
business enterprise and the
acquisition forms part of a
business restructuring with no
change in control.

b. Apply additional requirements
that both the acquisition target(s)
and the enlarged group must be
suitable for listing (Rule 8.04),
and the acquisition target(s)
must meet the track record
requirements (Rule 8.05), and
the enlarged group must meet
all the new listing requirements
in Chapter 8 of the Rules (except
Rule 8.05)

c. If an issuer does not comply
with Rule 13.24, each of the
acquisition target(s) and the
enlarged group must meet all
the new listing requirements in
Chapter 8 of the Rules.

d. Clarify the applicable track
record period and the
requirements for pro forma
income statement of the
acquisition targets in an extreme
transaction or a RTO that
involves a series of transactions
and/or arrangements.

Proposals relating to continuing
listing criteria

1. Sufficiency of operations

Amend Rule 13.24 to require a
listed issuer to carry out a business
with a sufficient level of operations
and assets of sufficient value to
warrant its continued listing. This
excludes an issuer's trading and/
or investment in securities.

. Cash companies

Extend the definition of "short-
dated securities" in the cash
company Rules to include
investments that are easily
convertible into cash. The
exemption for securities brokerage
companies will only apply to
clients' assets.

. Proposed transitional

arrangements

A 12-month transitional period
applies for issuers not meeting the
continuing listing criteria as
amended. This does not apply for
the proposed amendments to the
RTO Rules.
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Other proposed Rule amendments

1. Securities transactions
Restrict the revenue exemption to
securities trading activities only if
they are conducted within the
issuers' group under the
supervision of prudential
regulators; and require issuers to
disclose in their annual reports
details of each securities
investment that represents 5% or
more of their total assets;

2. Significant distribution in specie
of unlisted assets
Codify Listing Decision LD75-4 to
impose further requirements on
distribution in specie of unlisted
assets equivalent in size to a very
substantial disposal, comparable
to requirements for a withdrawal

of listing;

3. Other matters relating to notifiable

or connected transactions

a. Require (i) disclosure on the
outcome of any guarantee on
the financial performance of an
acquisition target that is subject
to the notifiable or connected
transaction requirements
(irrespective of whether the
guaranteed financial
performance is met) in the next
annual report; and (i) disclosure
by way of an announcement if
(a) there is any subsequent
change to the guarantee; or (b)
the actual financial performance
of the target acquired fails to
meet the guaranteg;

b. Require (i) disclosure on the
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identities of the parties to a
transaction in the
announcements of notifiable
transactions; and (i) disclosure
on the identities and activities
of the parties to the transaction
and of their ultimate beneficial
owners in the announcements
of connected transactions; and

c. Clarify that where any
calculation of the percentage
ratios produces an anomalous
result or is inappropriate to the
sphere of activity of the listed
issuer, the Exchange (or the
issuer) may apply an alternative
size test that it considers
appropriate to assess the
materiality of a transaction.

Connecting Crowe in AIFC - Buckle of the China's Belt
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Mr Samuel Choi (3" from the left), our Audit Director and Head of Financial Services; Mr Leung Chun
Ying (8t from the left), Chairman of Belt and Road Hong Kong Centre Company Limited; Mr Carson
Wen (10t from the left), Founder and Chairman of BoA Financial Group Limited; Mr Eteu Kuneinen
(11t from the left), President of Eurasia Continental Fintech Limited, Astana, Kazakhstan, at the
launch reception of Eurasia Continental Fintech Limited.

Our Audit Director and Head of
Financial Services Mr Samuel Choi
made a fruitful trip to Kazakhstan
last year. Apart from attending

the Astana Finance Days and the
champagne reception of Eurasia
Continental Fintech Limited ("ECFL"
or "the Company"), Samuel took
the opportunity to introduce Crowe
Kazakhstan team to ECFL.

Samuel attended the Astana Finance
Days, which was a global economic

forum organized by the Astana
International Financial Centre ("AIFC")
the capital of Kazakhstan. AIFC
invited heads of states and leading
experts from around the globe to
share their views and insights on
global financial markets, promotion of
connectivity and cooperation between
East and West, key financial issues,
financial technology and its impact on
the evolution of financial centers.

Mr Carson Wen, Founder and

Chairman of ECFL invited Samuel

to attend the launch party of ECFL
during the Astana Finance Days.

Mr Wen is also the Founder and
Chairman of BoA Financial Group
Limited in Hong Kong and Bank of
Asia (BVI) Limited in the British Virgin
Islands, who are clients of Crowe
Hong Kong. ECFL is amongst the
first batch of fintech companies with
the Sandbox Permission issued

by the Astana Financial Services
Authority. The Company provides
digital banking services, including
for clients and projects that support
the development of China's Belt and
Road Initiative.

Clients are best supported by firms
and people with global experiences
and local knowledge of laws and
customs. Samuel took an active role
to introduce Mr Alberto Simoncini
and Ms Lidiya Petruk, Managing
Partner and Audit Partner of Crowe
Kazakhstan respectively to the clients.
The introduction provides a good
example of Crowe's global network
and capabilities to best serve clients'
business needs and development.
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Crowe 100 Decision-Making Index and

Report 2018

Understanding strong and effective decision-making is a major contributing factor
for success of public companies, Crowe Global published the Crowe 100 Decision-
Making Index and Report 2018 ("Crowe 100") to actualize its value proposition

of smart decisions to create lasting value for clients through applying core values

of caring, sharing, investing and growing. Crowe 100 is aimed at exploring any
measurable correlation between decision-making, forward thinking and the

performance of public companies.

Using data from the 2017 Forbes Global 2000 Report, Crowe Global researched
on 100 most profitable companies across three sectors where it has vast
experience and expertise: manufacturing, healthcare and real estate. The
research adopted a methodology of using a combination of related objective
data and subjective analysis. It analyzed and weighted equally the effects of four
components including growth, diversity, boldness and innovation on decision-
making for a five-year period from 2013 to 2017.

Growth and Diversity are objective components. Growth is based on the
companies’ annual financial reports and Diversity on composition of board and
corporate C-suite. Third-party investment reporting and research are used to
supplement the information. Boldness and Innovation are subjective components

and based on analysis from public opinion.

Key Findings of Crowe 100

No industry dominates the top of

the rankings. In general, healthcare
companies got higher scores in Diversity
and Boldness; real estate in Growth; and
manufacturing in Innovation.

More than 40% of companies on

the index are Asian firms. The top-
represented countries on the index
are the United States (33), Japan (16)
and China (13). Despite there are only
three Swedish companies on the list,
the index is topped by two Swedish
manufacturing firms, Atlas Copco and
Volvo Group.

Growth: Market growth surged

in many countries after the Great
Recession during early 2000 to 2010.
However, different regions achieved
varied market growth. European
companies, with possible impact of
political factor, Brexit or debt crisis

in the eurozone, scored an average
of 5.4% in growth while China
achieved 7.7% and Japan facing their
languishing wages and slow inflation
growth got an average of 4.4%.

Diversity: The growing number of
female executives has increased
diversity on the corporate board

and executive C-suite in most of
researched companies over the past
five years. Females held an average
of 17% of these executive positions at
the end of 2017. Diversity, regardless
of gender and nationality, can help to
bring a decision-making process from
more diverse perspectives.

Boldness and Innovation: For
manufacturing sector, initiatives on
autonomous and self-driving cars
and electric vehicles help increase
transactions and innovative research
in auto and truck manufacturing.

In addition to acquiring technology
platforms for advancing mobility
applications and carsharing services,
leading automakers are also
developing next-generation fuel cells
and hybrid engines.

For full version of the Report,
please visit: https://www.crowe.
com/global/insights/2018-crowe-
100-decision-making
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Latest
Developments of

Global ranking

Crowe Global is ranked as the

eighth largest global professional
services network, as reported by

the International Accounting Bulletin
with a total global workforce of over
36,000 professionals, Crowe Global's
member firms provide services
across 130 countries.

China’s Ruihua CPAs
confirms Crowe as exclusive
global network

Ruihua CPAs, Crowe Global member
firm in China, confirmed that Crowe
has become its exclusive network
since 1 November 2018.

China continues to be an important
part of the strategy of Crowe Global,
the sixth largest accounting network
in Asia. Ruihua CPAs has a significant
market presence in China and has
developed close working relationships
with other Crowe Global member
firms over the years through joint
client engagements, secondments of
staff, and joint training programmes.
The exclusive membership of Ruihua
CPAs in the Crowe network is a

great achievement which will provide
lasting value to the network and

its multinational clients. This move
strengthens the network's existing
capabilities to provide high quality
professional services to Chinese
enterprises.
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Crowe Global Annual Conference
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Nearly 300 representatives of member firms across 75 countries attending the annual conference.

Our Chairman and CEO Mr Charles
Chan, Director Ms Ivy Chua and
Principal Advisor Mr Wilson Tam
attended the Global Conference in
Berlin between 14 and 17 October
2018. Nearly 300 representatives of
member firms across 75 countries
gathered in Berlin for the opening of
Crowe's Global Conference. The
meeting provided an opportunity for

Our Chairman Charles Chan Spoke at the

Our Chairman and CEO Mr Charles
Chan gave a presentation on
“Expansion Through Mergers and
Acquisitions” at Practice Management
series of seminars organized by the

member firms to connect more and
collaborate with each other.

In his welcoming speech, CEO of
Crowe Global Mr David Mellor
mapped out the following strategic
priorities of the international
accounting network:

1. Enable an Environment Focused

AR

Our Chairman and CEO Mr Charles Chan speaking at a seminar organized by HKICPA.

HKICPA on 7 November 2018.
During the seminar, Mr Charles Chan
shared his insights about a merger
and acquisition. The objectives of a
merger and acquisition include
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on Excellence and Leadership

2. Deepen Collaboration Amongst
Members to Grow
Transnational Business

3. Foster a Culture of Agility to Drive
Technology, Innovation,
Transformation and Efficiency

4. Grow the Network through Depth
and Breadth

5. Build Brand Capital

HKICPA Seminar

increasing customer base, acquiring
new skills or services, expanding into
new markets, increasing operating
efficiencies and achieving cost
savings, he said. When planning a
merger and acquisition, he added,
various issues like potential risks
involved, enquiries made by
regulators, etc., are required to be
considered. He also briefly introduced
a practical approach of and the
essential preparation work for
mergers and acquisitions of a
professional practice, as well as the
importance of business valuation and
negotiation between the parties
involved during the process of
mergers and acquisitions.



Crowe

Newsletter
February 2019

"Christmas Cooking Fun" Competition Co-organized with
Shing Tak Centre of Society of Boys’ Centres

The "Christmas Cooking Fun"
Competition we co-organized with
Shing Tak Centre of Society of Boys'
Centres (SBC) was successfully

held on 1 December 2018. Our
Director Ms Pammy Fung, Principal
of Accounts & Business Advisory
Services Ms Penny Chan and Deputy
Manager Ms Ginnie Wu supported the
event as volunteers. We also invited
Miss Helen Fung, a professional chef
who worked in several famous French
restaurants in Canada and Hong
Kong, as the instructor. She taught
the boys of Shing Tak Centre to cook
several Western dishes.

10 residents from Shing Tak Centre
between the grades of primary five

to secondary four participated in the
competition. With the guidance of
the chef and the assistance of our
volunteers, the children prepared
several Western dishes and desserts.
The judges, including Chef Helen, the
Superintendent of Shing Tak Centre
Ms Camay Tsang, the teachers of
Shing Tak Centre and our volunteers
evaluated the performance of each

" | JADIOR

(From left to right) Our Principal of Accounts & Business Advisory Services Ms Penny Chan,
Deputy Manager Ms Ginnie Wu, Head Chef Miss Helen Fung, our Director Ms Pammy Fung and
Superintendent of Shing Tak Centre Ms Camay Tsang at the "Christmas Cooking Fun" Competition
we co-organized with Shing Tak Centre of Society of Boys' Centres.

group and decided the winning
groups of "the best taste award", "the
highest involvement award", "the best
cooperation award" and "the tidiness
award". The winning groups were
presented with certificates and gifts.
The participants and volunteers also
enjoyed the delicious party snacks
prepared by Chef Helen in a relaxing
and pleasant atmosphere.

SBC is a special education
organization which runs Schools for

University Recruitment Talks

Same as previous years, we kept on
running a series of campus recruitment
talks in six local universities and
tertiary institutes including the Hang
Seng University of Hong Kong, Hong
Kong Baptist University, Hong Kong
Shue Yan University, City University
of Hong Kong, the School of
Professional Education and Executive
Development (SPEED) of The Hong
Kong Polytechnic University and the
Hong Kong Polytechnic University in
October and November 2018.

During the talks, our Director Ms
Pammy Fung, Senior Manager of
Technical & Training Department Mr
Edmund Li and Human Resources

Manager Ms Peggy Yam introduced
our company background, training
programmes and career development
opportunities to the students. The
presentation helped the students

to get an initial understanding of

our company's scope of business
including audit, tax, risk management
and other business consulting services
such as IT audit, valuation and wealth
succession. In the Q & A session,
students were keen on asking

about the career prospects in our
company, job nature and preparation
for interview, and we shared with
them the working experience and
interview tips.

Social Development and residential
centres for students with adjustment
problems. SBC is the main beneficiary
of the scholarship & development fund
set up by us. Over the years, we have
contributed over $4 million through
the fund to sponsor SBC's education
and personal development activities.
Through these activities, the teaching
staff can enhance their professional
knowledge, and their students can
develop positive attitudes which help
them to reintegrate into the society.

- Crowe

.’ A challenging,
inspiring and

long term
career

Our Senior Manager of Technical & Training
Department Mr Edmund Li (right) receiving a
souvenir from Dr Man Ko (left), Senior Lecturer,
Department of Accountancy and Law, Hong
Kong Baptist University.
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Contact us
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BEE&LE (FE)
BRAR
Crowe (HK) CPA Limited

EREESEG

9/F Leighton Centre,

77 Leighton Road,
Causeway Bay, Hong Kong
& REE SRET75R
TetEA o

E-mail E&f: info@crowe.hk
Telephone & EE: +852 2894 6888
Facsimile {8H: +852 2895 3752
Service Hotline & S ARFGELAR:
+852 2894 6611

carlngcompany
wenareer
Jc, @ Better World |
Hong Kong COmDany

Our Contacts F{IEIAE

Professional Services BZ#R#%

Audit & Assurance ZEztMIRE

About Crowe Global
Crowe Global &

Crowe Global is ranked as the eighth global accounting network
comprising 220 independent accounting and advisory services firms
with 750 offices in 130 countries around the world. Crowe Global’s
member firms are committed to impeccable quality service, highly
integrated service delivery processes and a common set of core values
that guide our decisions daily. Each firm is well-established as a leader
in its national business community and is staffed by nationals, thereby
providing a knowledge of local laws and customs which is important
to clients undertaking new ventures or expanding into other countries.
Crowe Global’s members are known for their personal service to
privately and publicly held businesses in all sectors and have built an
international reputation in the areas of audit, tax and advisory services.

Information can be obtained at: www.croweglobal.org

Crowe Global BZEN\AEETENEHEMERRLE - HEHEE220K B ZETE
EHFMZMEREAR - E750@MiEREHREH R 130/EEZ - Crowe Global

R EFTAGERE FiRftaERRTE - SRR BRRE  LHERE-—EHLFEZD
BEMNEERET MEMIAEGHERAR  BRAAHEMENNBENERS

7.!' ' LB & F IR E 5 K #hmhis - Crowe Global BRIk EEEET ~ 155~ &

MFEARFESPIHICEIRIFER > ENREETFVER @ RHHEALRT -

ZN4%ER1S Crowe Global EZ&% -

Audit & Technical Support &t Kk BZER MTAASE

Business & Accounting Services N

Business & Financial Instruments Valuation 4 & K& & T 23114

Business Operations 37572

China Tax, International Tax FEIF 7 « BIER

Company Secretarial Services - Listed Company Services

ARWERE - EHARRE

Company Secretarial Services Support AR ME RS =

=HARES

SRR

Corporate Restructuring & Insolvency {354 K55

Data Security and IT Audit BiE L2 BAMER

ESG (Environmental, Social & Governance) & Sustainability Consulting

e BIENEAESG) / A AR RSN
Financial Services £RIREZE

HK IPO & Ehasat

At

Hong Kong Tax, International Tax &F##75 « BB

Internal Control, Corporate Governance & Risk Management

EEAIER  ARERREAREE

International Liaison & SME Audit BIBREAZ & FR/ NPT

Property Valuation & Consultancy #)Z41E K4

Transaction Advisory 133553

Wealth Succession and Trust 8 E&E K& S5E

Contact Person Hi#& A
Ms Ivy Chua Z5#i3E

Mr Raymond Tsui ##32
Ms Penny Chan BREEZE
Ms Ester Ip ZEZ#

Ms Pammy Fung /&34
Mr George Lam #hgg2
Ms Colleen Kwok B 25
Ms Wendy Tam B
Ms Ivy Chua £55#l5E

Ms Ester Ip Z=Z#,

Ms Ester lp ZEZ85

Mr Samuel Choi £2E
Mr Charles Chan BRAfE
Mr Albert Cheung iRiRE&
Mr Eddy Yan B&#E

Mr Charbon Lo &5k
Ms Ester Ip Z28%

Mr C S Lam #&R%

Mr C Yuen =&

* Some of the services are providing by related professional service companies or our affiliates.
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Telephone E&&

+852 2894 6789
+852 2894 6661
+852 2894 6896
+852 2894 6191
+852 2894 6861
+852 2894 6603
+852 2894 6809
+852 2894 6840
+852 2894 6789
+852 2894 6191
+852 2894 6191
+852 2894 6602
+852 2894 6828
+852 2894 6875
+852 2894 6661
+852 2894 6658
+852 2894 6191
+852 2894 6603

+852 2894 6875

SEBIEEH UL - www.croweglobal.org

E-mail B}
ivy.chua@crowe.hk
raymond.tsui@crowe.hk
penny.chan@crowe.hk
ester.ip@crowe.hk
pammy.fung@crowe.hk
george.lam@crowe.hk
colleen.kwok@chg.hk
wendy.tam@chg.hk
ivy.chua@crowe.hk
ester.ip@crowe.hk
ester.ip@crowe.hk
samuel.choi@crowe.hk
charles.chan@crowe.hk
albert.cheung@crowe.hk
eddy.yan@crowe.hk
international.liaison@crowe.hk
ester.ip@crowe.hk
cs.lam@crowe.hk

chung.yuen@crowe.hk
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