sasrsatia

#
4
¢

el T

Newsletter A&)i&E: e

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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Crowe Launched Global Rebranding

/(
/. Crowe

EEEE (%0 aHENRAARLT
Crowe (HK) CPA Limited

Following the rebrand exercise of

our international accounting network
“Crowe Global” , our company has

adopted a new English name "Crowe

(HK) CPA Limited" effective 11 June

2018. Our Chinese company name
‘BIEEE (B8) SeHASHBm

BIR/AT” remains unchanged.

To reflect our new English company

name, our website and email domain
has also been changed to "crowe.hk".
However, the office address, phone
and fax numbers remain the same.

The rebrand saw over 220 member
firms globally adopt the name Crowe,
reflecting the increasingly integrated
and seamless nature of the network
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as well as its shared values and
Core purpose.

The move will assist in promoting the
network's shared knowledge and
global resources more effectively in
response to changing client needs,
driven by digitalization and the
borderless world of modern business.
The rebrand happened shortly after
another significant development for
the network, the appointment of

a new Global CEO, David Mellor,

who took over leadership as of 1

April 2018. Under the new brand

and leadership, Crowe reaffirmed its
determination to drive forward the
profession and increase discussion of
audit, tax, risk and consultancy issues
at board level globally while retaining
its emphasis on market-leading local
expertise.

Consultation Conclusions on the Review of the GEM and
Changes to the GEM and Main Board Listing Rules

On 15 December 2017, the Hong
Kong Stock Exchange (the Exchange)
published the Consultation Conclusions
on the Review of the Growth Enterprise
Market (GEM) and Changes to the
GEM and Main Board Listing Rules.

Consultation
conclusions on GEM

After deliberation of the opinions
collected from the consultation,
the Exchange decided to adopt
the majority of the proposals in the
consultation paper except for the
proposals regarding (i) the track
record period requirement prior to

a GEM transfer; and (i) extending
the post-IPO lock-up requirement
on controlling shareholders of Main
Board issuers

Listing Rules amendments are
introduced to reflect the new role of
GEM as a market for small and mid-
sized companies and to ensure that
there is a clear distinction between
issuers listed on GEM and the
Main Board. Meanwhile, the names
"Growth Enterprise Market" and

T BIZ4R , are changed to "GEM"
to reflect the new role of GEM as
a market for small and mid-sized
companies.
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Major consultation conclusions are as below:

Listing requirements for GEM
Minimum cashflow requirement

Minimum market capitalization at the
time of listing

Post-IPO lock-up period on
controlling shareholders

Minimum public float value at the time
of listing

Offering mechanism

Placing to selected individuals

Listing requirements for Main Board

Minimum market capitalization at the
time of listing

Minimum public float value at the time
of listing

GEM transfers to Main Board

Transfer mechanism

Implementation and
transitional arrangements

The amended listing rules came
into force on 15 February 2018 (rule
amendment effective date).

Before Rule Amendment Effective Date

All applications for listing on either the
Main Board or GEM submitted before
the Rule Amendment Effective Date will
continue to be processed according to
the provisions and requirements under
the Listing Rules in force as at the

date of this consultation conclusions
paper. Any such applications as at the

Requirements before changes

HK$20 million
HK$100 million

Controlling shareholders cannot sell their
equity interests for the first 6 months upon
listing. For the next 6 months, they are
permitted to sell but must retain control

HK$30 million

100% placing allowed subject to full
disclosure in the listing document

No restriction provided full disclosure is
made in the listing document

HK$200 million

HK$50 million

Streamlined transfer process
No sponsor is required

Transfer announcement only

Rule Amendment Effective Date are
only permitted one renewal of such
applications thereafter.

All GEM Transfer applications that are
submitted before the Rule Amendment
Effective Date and have not lapsed,
been rejected or returned as at the Rule
Amendment Effective Date will continue
to be processed under the GEM
Streamlined Process and their eligibility
for the Main Board will be assessed in
accordance with the Main Board Listing
Rules in force as at the date of this
consultation conclusions paper, with
only one renewal of such application
permitted thereafter.
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Requirements after changes

HK$30 million
HK$150 million

Controlling shareholders cannot sell their
equity interests for the first 12 months
upon listing. For the next 12 months, they
are permitted to sell but must retain control

HK$45 million

Mandatory public offering of at least 10%
of the total offer size

Align with Main Board Rules where waiver/
consent of the Exchange is required

HK$500 million

HK$125 million

No streamlined transfer process
Sponsor must be appointed

“Prospectus-standard” listing document

Transitional Period (Three years from
the Rule Amendment Effective Date)

All GEM Transfer applications submitted
by Eligible Issuers during the Transitional
Period will have their eligibility for the
Main Board assessed in accordance
with the Main Board Listing Rules in
force as at the date of this consultation
conclusions paper and subject to the
following requirements:

a. applicants that have changed
their principal businesses and/or
controlling shareholders since listing
on GEM will be required to appoint
a sponsor to conduct due diligence
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and publish a listing document
as a new listing applicant to the
Main Board; or

b. applicants that did not change their
principal businesses and controlling
shareholders since listing on GEM will
only need to prepare a GEM Transfer
announcement in connection with
its GEM Transfer. Such applicants
are required to appoint a sponsor to
conduct due diligence in respect of

their activities during the most recent
full financial year and up to the date
of the GEM Transfer announcement
to ensure that the information in

the GEM Transfer announcement

is accurate, complete and not
misleading.

Any listing and GEM Transfer
applications submitted as of or after
the Rule Amendment Effective Date
will be processed under the amended
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GEM Listing Rules and Main Board
Listing Rules.

After the Transitional Period

All GEM Transfer applications will be
processed under the amended Main
Board Listing Rules. Therefore, a
sponsor must be appointed for all GEM
Transfer applications.

! Eligible Issuers: All issuers listed on the GEM and all GEM applicants who have submitted a valid listing application for listing on the GEM (and successtully listed on the
GEM subsequently with only one refreshed application permitted) on or prior to 16 June 2017.

Pre-1PO Trust Planning

T

Going public is a turning point for
the development of a company. It
proves that the company and its
shareholders have made certain
achievements, enabling them to raise
fund for business development

with investors' confidence. Due to

its importance, the company and its
major shareholders will consider

and plan the corporate structure for
listing from different perspectives,
including business, tax, risk and cost.
This is to ensure that the company
get listed successfully at the earliest
possible time.

However, most of the time, paying
too much attention to the planning of
corporate affairs may result in
oversight of the equally important
wealth management and succession
of oneself or family, which in turn
could lead to family disputes and
feud, and even affects the group’s
continuity and development. In fact,
this will bring adverse impact on a
successful family group, whether it

is listed or not. The recent BaWang
International (Group) Holding Limited
and the earlier Yung Kee Restaurant
are typical examples.

One of the effective arrangements
for family wealth management and
succession is to restructure the
company's shares and succession
rights through the setting up of a
trust. For example, the company
through restructure may inject shares
into the trust before listing. In terms of
practical operations, the
establishment of a trust to which

the company shares are transferred
before the company's listing may
bring various benefits.

A trust is a special kind of legal tool
for asset management. A trust is
established where the assets owner
(the ‘settlor’) transfers his assets to

a person or a body corporate (the
‘trustee’) who holds and manages
those assets in accordance with

the trust deed for the benefit of the
beneficiaries designated by the settlor.

Generally speaking, the benefits
of setting up a "pre-IPO" trust and
transferring the company shares
to the trust include (but are not
limited to) :
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Continuity of a Trust

A trust can survive the life cycle of
the settlor and will not perish (Trust
in some places can only last for a
certain period). Even if the settlor
passed away or lost his self-

care ability, it would not affect the
validity of the trust. It is therefore
the best platform for holding
assets. In other words, even if a
major shareholder passed away,
or had any accident, illness, lost
management and even voting
and decision-making ability, the
company could still continue
operation as usual. In addition to
the major shareholder’s family,

the seed fund investors also
place high importance on the
trust arrangements of the major
shareholder because they (the
seed investors) cannot sell the
company shares immediately after
listing. If the major shareholder
has any accident that affects the
company operation in the lock-
up period, causing volatility of the
stock price, this is something they
do not want to see.

Protection and
Segregation of Assets

An appropriate trust planning
can protect the asset of the
company’s major shareholder at
different stages of life including
pre-marriage, post-marriage

and even divorce. Even if the
major shareholder or his next
generation is involved in an asset
dispute arising from a divorce,

it will not split the assets of the
trust, thereby mitigating the risk
of jeopardizing the listing plan as
a result of disruptions of voting
rights and operation. It could also
avoid exposing the company to
operational and reputational risks
due to major shareholder’s asset
disputes after the IPO. In view of
the high divorce rate among the

young generation, a trust can be
optimally used to separate the
ownership rights and dividend
rights of the assets owner and
beneficiaries for the purpose of
asset protection. With the trust
established by the company’s
major shareholder, even in case
of liability dispute, property
transferred to the trust is no
longer owned by the settlor and
therefore could be shielded from
claims by creditors.

In addition, when properly
planned, the trust allows the
estate to avoid court intervention
in the event of death of the settlor.
The trust assets are not part

of the estate of the deceased
settlor, it is not required to

apply for probate in the court.
During probate proceedings, the
company's shares owned by the
decedent can be frozen if only a
will is made to hold the shares.
This could prevent the estate from
exercising voting power and thus
affect the company’s day-to-day
operation.

As compared to trusts, wills have
numerous inadequacies that are
more likely to cause controversy.
For instance, whether the asset
owner was sober or not when
making a will, the problem of
fake wills, whether tax has been
properly paid by the deceased,
where assets are scattered in
different countries, it could take
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long time to complete the probate
procedure, etc. Once established,
the trust can hardly be overturned
unless all beneficiaries reach a
unanimous consensus.

Strengthening

the Control of a
Family Business

and Maintaining
Sustainable Operation

Having the shares in a family
business or enterprise held by a
family trust can avoid its share
capital being split up and held

by a large number of family
members, with each member
holding a small percentage.

This centralization of share-
holding can help maintaining the
holding of controlling interest in
the company. This can ensure
continued operation of the
business and smooth transfer of
business to capable leaders of
the next generation. If the shares
in the company are not held

by a trust, after three or more
generations, each family member
may end up holding only a very
small percentage of shares capital
in the company. As a result, no
family member can effectively
control the company. If some
shareholders who are in need of
capital or have other reasons to
dispose of their interests to a third
party, the family may lose control
of the company eventually.
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4. Wealth Succession

Wealth succession is not simply
leaving the assets to the younger
generation. It also involves how to
maintain and grow a sustainable
family business, to provide the
younger generation in a family
with long-term protection and to
nurture them to become future
leaders. Considering that not
every family member has interests
in or is suitable for participating

in family business, the transfer of
company’s shares to a trust and
the inclusion of family members
as beneficiaries in the trust
enables family members who

are interested in the company’s
operations to take up the
management as new leader.
Those family members who are
not interested in participating

in the family business could still
receive distribution from the trust,
as a start, for setting up their
own business, even though they
do not have any shareholding in
the company.

By effectively using the terms of
the trust to regulate the timing,
conditions, proportions and
restrictions on the income and
capital that the beneficiaries could
receive from the trust, the assets
of family-owned enterprises can
be flexibly allocated to avoid
lavish spending of descendants.
The trust fund can be planned
for different purposes at different
stages of life to prevent abuse.
Besides, additional terms of
trust can also be included to
ensure that family members are
given proper financial support

to cope with adversity in face

of unforeseen incidents and

to mitigate conflict between
family members.

5. Providing Privacy

6

If a trust is a discretionary trust,
the trustee is normally given wide
powers. Since a trust is a private
contractual arrangement, unlike a
limited company, it is normally not
required to register and disclose
its contents. Even if the trust is
the major shareholder of a listed
company, it usually does not
need to disclose the names of
the beneficiaries. The common
disclosure requirement is the
name of the settlor and the family
members of the settlor as a class.
Consequently, the beneficiary’s
privacy can be better protected.
Since the trust property is
managed and registered in

the name of the trustee, under
general circumstances, the
trustee is not required and has
no right to disclose publicly
anything related to the trust
property, except under the law,
where applicable. Therefore,
holding shares of a company

in a trust, the information of the
settlor and the beneficiary will

not be publicly disclosed. Even

if financial institutions based on
the Common Reporting Standard
request for information of the
ultimate beneficiaries of financial
account, only a few authorized
personnel can have access to
such information.

Forward-looking Tax
Preparation

In different tax jurisdictions, the
trust structure arrangement will
bring different tax implications to
settlors, trustees and beneficiaries
in terms of setting up, holding and
benefiting from trusts. If settlors
or beneficiaries are tax residents
in high-tax jurisdictions, or plan

to emigrate thereto transferring
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shares into the trust when the
shares are at a lower value before
listing may bring tax advantages.

It is worth noting that different
countries and jurisdictions impose
different taxes on settlors, trustees
and beneficiaries of trusts. Some
countries also impose estate duty
and / or gift tax. Hence, how to
make good use of the trust to
legitimately save tax or reduce
unnecessary tax burdens is a
complicated issue in view of the
anti-tax avoidance regulations.

It is therefore recommended to
consult with tax experts.

Purpose of
Establishing a Trust

A common misconception is that
the above mentioned benefits can
be achieved as long as a trust is
established. The establishment
of a trust is target-oriented and
depends on its main purpose to
be achieved. For instance, the
function of assets protection and
the settlor’s control of the trust

is contradictory . The greater the
degree of control over the trust
by the settlor, the lower the level
of asset protection the trust will
be. Therefore, the family trust’s
structure should be designed
carefully in view of different
environments and conditions.

Our experienced trust and tax
team can assist businesses,
families and individuals in
providing pre-listing forward-
looking trust, tax and business
advice to their companies, in
line with their needs for long
term development. For more
details of our service, please
contact our professional team.
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Keeping of Significant Controllers Registers by Companies

Qeg[s*er‘

The Companies (Amendment)
Ordinance 2018 has required a
company incorporated in Hong Kong
to maintain up-to-date beneficial
ownership information by way of
keeping a Significant Controllers
Register (“SCR”), for inspection by
law enforcement officers upon
demand with effect from 1 March
2018. To comply with the new
requirements, a company must:

1. Take reasonable steps to
ascertain its significant controllers
(see Table 1). The steps include
reviewing the company’s register of

/

members, articles of association,
shareholder agreements or other
agreements and issuing notices to
any person who is believed to be
the significant controller and any
person who is believed to know the
identity of the significant controller.
Even if a company has no
registrable person or registrable
legal entity, the company must still
keep a SCR and state this fact

in the SCR.

. Designate a representative, being a

shareholder, director or an
employee of the company who is a

natural person residing in Hong
Kong, or a legal or an accounting
professional, or a licensed service
provider in Hong Kong, to serve as
a contact point for law enforcement
officers to inspect the Register. The
particulars of the representative
should also be entered

into the SCR.

3. Update the SCR if there is any
change in the particulars, and keep
the SCR at the company's
registered office or a place in Hong
Kong. If the SCR is not kept at
registered office or if there is any
change in the place of keeping the
SCR, the company should file a
Form NR2 to Companies Registry
within 15 days.

Failure to comply with the
requirements of keeping a SCR is a
criminal offence and may result in
penalty of a fine up to $25,000 and a
daily fine of $700 on the company
and each of its responsible persons.

Table 1 Conditions for a person has significant control over a company

A person has significant control over a company if one or more of the following 5 conditions are met:

1 The person holds, directly or indirectly, more than 25% of the issued shares in the company or, if the company does not
have a share capital, the person holds, directly or indirectly, a right to share in more than 25% of the capital or profits of

the company

2  The person holds, directly or indirectly, more than 25% of the voting rights of the company

3  The person holds, directly or indirectly, the right to appoint or remove a majority of the board of directors of the company

4 The person has the right to exercise, or actually exercises, significant influence or control over the company

5  The person has the right to exercise, or actually exercises, significant influence or control over the activities of a trust or a
firm that is not a legal person, but whose trustees or members satisfy any of the first four conditions (in their capacity as

such) in relation to the company

For information about Significant Controllers Register, please browse https://www.cr.gov.hk/en/scr/index.htm
In case you need any assistance, please contact Ms Lisa Ho at 2894 6808 / lisa.ho@chg.hk, or Ms Wendy Tam at 2894

6840 / wendy.tam@chg.hk.
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University Recruitment Talks 2018

Our Director Ms Pammy Fung giving a
presentation to the students on the career
development in our company.

To attract the young talented entering
the accounting profession, we
continued to hold recruitment talks at
six local tertiary institutes including

Hang Seng Management College
(HSMC), Baptist University, Shue Yan
University, City University of Hong
Kong, the School of Professional
Education and Executive
Development (SPEED) of The Hong
Kong Polytechnic University (PolyU)
and the Hong Kong Polytechnic
University between February and
March 2018. This round of talks was
well-received with a total of 260
attending students from the six
tertiary institutes.

The participating students were
provided with the most updated

Winning "5 Years Plus Caring Company
Logo" for 4th Consecutive Year

Crows Horwath (00} CFA Limited
EEABAR AT RERENNID

T
FrEampany

Cé{{'----
a 3(._

We are delighted to announce that
the firm has been presented with a

“5 Years Plus Caring Company
Logo” for the year of 2017/18 by the
Hong Kong Council of Social Service
in recognition of our dedication to
caring for our employees, community
and environment. We have been
awarded the Caring Company Logo
since 2011. As an independent CPA
firm, we emphasize the significance of

Honorary Auditor of the 52nd Hong Kong
Brands & Products Expo's Events

Over the years, we have been
dedicating ourselves to serve the
community with our professional
knowledge and plentiful experience.
Upon an invitation by The Chinese
Manufacturers' Association of Hong
Kong, we acted again as the honorary
auditor of the 52nd Hong Kong
Brands & Products Expo's contests.

We are mainly responsible for
observing the process of the
Association in collecting ballot boxes
and counting of votes for the Miss
Exhibition Pageant and Booth Design
Competition held during Hong Kong
Brands & Products Expo. Our Director
Mr Charbon Lo attended the Prize
Presentation Ceremony of Miss
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information about the accounting
profession and our company. During
the recruitment talks, our Director Ms
Pammy Fung, Senior Manager of
Technical & Training Department Mr
Edmund Li and Human Resources
Manager Ms Peggy Yam gave
comprehensive presentations on our
company background with the job
vacancies, career prospect, training
and development programmes. They
also introduced our company
businesses and services such as PO,
audit, tax, business advisory, risk
management, T audit etc. In the Q &
A session, students were eager to
ask questions about the career
prospects and job nature of the
positions in our company.

giving back to society and always
encourage our staff to participate in
community activities with using
expertise and sharing knowledge.
Over the years, we have voluntarily
provided professional advice and
services to support a number of
non-profit organizations and charities.
We were nominated by Otic
Foundation ( “Otic” ), a local
registered charity we have been
working with for years. Otic is
committed to providing support and
assistance for the hearing impaired
and promoting hearing health
awareness to the public.

Our Director Mr Charbon Lo (left) receiving a
souvenir from Vice President of CMA Mr Ng
Kwok On.

Exhibition Pageant held on 8 January
2018 at Victoria Park and received a
souvenir from the Association on
behalf of our company.
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Contact us
i s A ]

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

About Crowe Global
Crowe Global &

Crowe Global is ranked among the top 10 global accounting networks
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 member 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

Facsimile {8 &: +852 2895 3752
Service Hotline % S ARFEEU4R:

+852 2894 6611 Crowe Global AZIKk+AE

STENEBAMEEEE —  HBIBE20REIE

STEMSE ISP MEERIE AR « H750EH SRR MEH T 130fEEZR - Crowe

Global BY7E 8 F&:
EHRAOEEMSIEES -

carlngcompany

- RAEAEART -
L/

Better World
JCI ©Betigr vod ANATEN4S Crowe Global ES&EH) » 55

Our Contacts F{IEIAE

Professional Services Bk Contact Person F#& A

Audit & Assurance BHBit RIRE Ms Ivy Chua £5#5&

Audit & Technical Support &t kB2 fir&A5 % Mr Raymond Tsui #5232

Business & Accounting Services Fi3 K 2aHARIE Ms Penny Chan REZ

Business & Financial Instruments Valuation 4 & &£ & T B4 Ms Ester Ip ZZ#

Business Operations #7548 Ms Pammy Fung &34

China Tax, International Tax RS « BFEF7S Mr George Lam #$g2E

Company Secretarial Services - Listed Company Services
ARWERD - LHARRE

Company Secretarial Services Support A Bl E RIS

Ms Colleen Kwok 28175
Ms Wendy Tam :B#i1%
Corporate Restructuring & Insolvency {348 K58

AT

ESG (Environmental, Social & Governance) & Sustainability Consulting
e REKEIAESC) / AIRERELA

Financial Services £RIRFE%E

Ms Ivy Chua £53E
Data Security and IT Audit BiEZ2BALEE Ms Ester Ip Z=Z&

Ms Ester Ip ZEZ4,

Mr Samuel Choi 22E ]
HKIPO &5 EiizEat

Hong Kong Tax, International Tax &### « BEHS

Mr Charles Chan BR#i

Mr Albert Cheung 3RIRE

Internal Control, Corporate Governance & Risk Management
BENEEZ  ARBERKEREE

International Liaison & SME Audit BIBREAER K Fh/NBERET

Mr Eddy Yan B&iE¢
Mr Charbon Lo E&58

Property Valuation & Consultancy )24 1{E N 353 Ms Ester Ip EZ4

aAEFRESERRS
PR BRI R E A
BRNEHSET - LUREIE PR ER RIS
AT 155 ERRAEARBAREFIICEELIRIFES

Transaction Advisory 13430

Wealth Succession and Trust 81 B & & K S5E

Mr C S Lam MEEL

Mr C Yuen & &

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

D ARES AR F RIS A R NP BE AT SR -

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

SR ARIERE - WHEE—

’ Hﬁﬁﬁ ﬂ%ﬁk%‘;‘iﬁ&@l F

o Crowe Global fIfkEEE

HESTRAEE FRER -

SIS EABL © www.croweglobal.org

E-mail E
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



