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This issue of Newsletter published by Crowe Horwath (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.crowehorwath.hk to access the
latest issues available in the “Insights” section of our website. You can also click all the back issues of our News Express and Newsletter for
review.
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Is Your Company Adequately Protected from Cyberattacks?
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Cybercrime caused the global economic
loss of over US$450 billion in 2016,
with 2 billion personal records stolen
worldwide according to the Hiscox
Cyber Readiness Report 2017. The
devastating WannaCry ransomware
brought down over 200,000
computer systems in 150 countries.

According to Telstra's Cyber Security
Report 2017, about 14.7% of

Hong Kong companies suffered
cyberattacks last year, slightly lower
than 14.8% of India. By contrast,
only 7.3% companies in Singapore
experienced ransomware incidents.
The survey received 360 responses

Figure 1: Security threats faced by enterprises & SMEs

Advanced Persistent Threats (APTs)

—
Cloud Security

Besides, the report findings indicated
that the biggest cyber security risks

to Hong Kong companies are human-
related, including both unintentional
human errors and intentional malicious
motives, in addition to technological
threats such as viruses or Distributed
Denial of Service (DDoS) attacks.

However, these numbers might have
been far understated. There are many
business cybersecurity incidents go
unreported.

Malware & Ransomware

Web & Application Vulnerabilities

Do you know who need to be
responsible for the company’s
cybersecurity? IT Department? If

you are not sure, please attempt this
question first - Who is the ultimate
responsible person for the company’s
risk management?

The Board of Directors is responsible
for the company's corporate
governance, covering also the IT
governance. It has to make sure

that there are adequate controls

from C-level executives and T
security managers of organizations
across Asia and Australia. It also
found that there was an increase

in C-level executives taking
responsibility for security breaches.
The report showed that 59% of
the organizations surveyed in Asia
last year experienced a business
interrupting security breach at least
once a month. In the upcoming
years, enterprises will continue to
face security threats (see figure 1).
As email is the major commmunication
channel for businesses, phishing
emails remain the most popular
method to deliver malware.

DA

Phishing Email

DDoS Attacks

and measures in place to protect
the enterprise against cybersecurity
risks. Cybersecurity is now a critical
management issue rather than a
technical issue. Enterprises have to
take appropriate approaches and
actions to protect their sensitive
business information against theft,
online frauds and misuse; either by
internal or external hackers.
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Implication of
ransomware attacks

WannaCry spreads through phishing
emails that trick victims into opening
malicious malware attachments and
links to spam emails. The ransomware
then blocks access to unpatched
computers for ransoms to restore
access. What made ransomware
attacks common nowadays?

® Hackers think it easier to make
money from demanding payment
directly from victims, rather than
steal company data and information
to gain benefits via identity theft and
money laundering.

® The companies have not taken the
basic cyber security practices to
protect their systems.

e The companies' staff are not
adequately trained to detect phishing
emails and respond appropriately.

Impact of cyberattacks

A security breach often results in
devastating impacts on large corporations
and SMEs, and the business impacts
may include financial loss, disruption
to business operation and loss of
revenue, loss of intellectual property,
brand and reputation damages, loss of
customers, loss of sales and reduction in
profits, and even legal costs. Besides,
the psychological stress to employees
should not be overlooked.

If the company does not have a formal
business continuity plan and disaster
recovery plan, it might take a long
recovery time to restore its business
operations after the interruptions
caused by the attacks. The best way
to protect your business and to prevent
security breaches is to conduct regular
cyber security audit. This can minimize
the risks in this area. A security incident
will cost you much more than to keep
an updated and secured IT system.
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How can Crowe help?

In order to overcome the cybersecurity
challenges, enterprises have to make
appropriate trade-offs between
business opportunity and risks, and

to stay ahead of the threats. Crowe IT
security specialists can help assess the
current cyber security positions of your
business, identify the problem areas
and give proper recommendations

to improve your cyber security
management.

Crowe offering proficient and
experienced IT consultants to help

your business implementing proactive
solutions to cope with security issues as
they occur or to minimize the impact of
cyberattacks on your business. Below
are what we can do to improve the IT
infrastructure and risk management
system of your business.

Evaluating the effectiveness
and efficiency of information
security controls

Expanding employee
awareness of security
concerns such as phishing
and physical security

Performing security and
compliance reviews for a
cloud-computing environment

Supplementing and
strengthening the internal
audit function of your

Assessing whether personnel
are properly protecting
sensitive information

Developing disaster recovery
plan with a focus on resilient
IT systems

Verifying that the technology

supports information security
initiatives by enforcing policy for
enhanced risk management

Providing an independent
assessment of IT solutions
and advising the most

Testing and securing
external web servers
and applications

Identifying controls that work
in your business and
technical environment

Implementing leading
practices and standards
in security

Reconfiguring wireless
access for
greater security

Assessing the mobile device
policy and implementation

Communicating our findings
and recommendations to the
board and audit committee

Conducting digital forensics
to collect evidence and useful
electronic information for

organization

Our experts can provide the following
professional services:

e |T Security Risk Assessment

e |T Audit Services (Internal/External)

e |nformation Privacy and Data
Protection

e Digital Forensics

appropriate solution

e Business Continuity Management
(BCM) and Disaster Recovery
Planning (DRP)

e Vulnerability Assessment

e Mobile/Wireless Security Assessment

e |nformation Security Assessment

e Security Penetration Testing

e Data Center Security Review

resolving disputes

For details, please contact

Ms Ester Ip

Director

Tel: +852 2894 6191

E-mail: ester.ip@crowehorwath.hk
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Appointment of New Director

We are delighted to announce that
Mr Samuel Choi has joined our
company as Audit Director and Head
of Financial Services.

Having specialized in audit and
financial services for 27 years, Samuel
joins us with extensive experience

in providing a wide spectrum of
professional services including audit
and assurance, due diligence, internal
control review, M&As and consulting
for financial services companies

from banking, investment banking,
securities, asset management and
alternative investment in Hong Kong,
China and overseas.

In 1991, he started his career in the
Audit function of Pricewaterhouse
Coopers where he served banking
audit clients including locally
incorporated authorized institutions
and Hong Kong branches of
overseas banks, including Wing Lung
Bank, First Pacific Bank, etc. Samuel
then moved to Deloitte Sydney and
was fast-tracked to Account Director
in 1998 with widening exposures to
investment banking and securities
industry clients, including Morgan
Stanley, Bank of Tokyo-Mitsubishi,
etc. Samuel was relocated to

Deloitte Hong Kong in 2000 to start
up a new service line — Financial
Services Advisory Group (FSAG)
providing non-assurance services.
The representative engagements
included financial due diligence (e.qg.
acquisition of First Pacific Bank by
Bank of East Asia), internal audits (the
treasury function of a government
authority body), etc. In 2003, he
extended his audit portfolio of local
and global financial services clients
with offering services for banking (e.g.
Liu Chong Hing Bank and Nanchong
City Commercial Bank), investment
banking and securities (e.g. Merrill
Lynch and CASH), and asset
management (e.g. private equity and
hedge funds).

Samuel was promoted to Audit
Partner and was designated as

the leading audit partner of asset
management industry in 2005.

He was one of the audit partners
participated in the IPO audit of
Agricultural Bank of China. The other
key clients included Liu Chong Hing
Bank, Tai Yau Bank, Sun Hung Kai
Securities, and U.A. Finance.

Samuel has then taken on senior
executive roles in asset management
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industry since 2007. He was the
Chief Administrative Officer (Asia
Pacific) of J. P. Morgan Asset
Management and a director in the
board of China International Fund
Management Co. Ltd. during 2007
and 2008. Samuel has further
specialized in alternative investment
industry and was the Chief Executive
Officer of EImore Capital Limited, a
hedge fund manager licensed by the
Securities and Futures Commission
(SFC) and then Wolver Hill Asset
Management Asia Limited, a SFC
licensed fund platform.

Samuel Choi

Audit Director and Head of

Financial Services

Direct: +852 2894 6602

Email: samuel.choi@crowehorwath.hk

Successful Listing of XiangXing International Holding Limited

We acted as the reporting accountant
and auditor of XiangXing International
Holding Limited ("XiangXing") (Stock
Code: 08157) which was successfully
listed by way of public offer recently
on the GEM Board of Hong Kong
Stock Exchange. On its first trading
day, we attended the listing ceremony
and the celebration dinner of Xiang
Xing to congratulate the client.

XiangXing is a one-stop services
provider of Intra-Port Services and
Logistics Services. Its services
consist of intra-port ancillary services,
intra-port container transportation,
import and export agency services,
and container road freight forwarding
services in Xiamen and its economic
hinterland.
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We congratulating the Chairman of XiangXing
Mr Cheng Youguo (centre) on his company's
successful listing.
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Business Update: Valuation Services

Our Consulting and Valuation
team has recently offered valuation
services to the following listed
companies for circular purposes.

e \We acted as a property valuer
for Beijing Property (Holdings)

Limited (Stock Code: 00925) and
provided valuation of various land
parcels located in Cambodia.

e \We acted as a valuer for China
Environmental Technology
Holdings Limited (Stock Code:
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00646) and provided valuation
of 100% equity interest of a
target company, with its In-
Vitro Fertilization center based
in Saipan.

Speaking on SFC's Guidance on Corporate Transactions
and the Use of Valuations

Our Director of Consulting and
Valuation team Ms Stella Law has
been invited to co-speak with
representatives from the Securities
and Futures Commission (SFC) on
the topic of "Valuation Compliance for
Corporate Transactions" at a seminar
organized by the Royal Institution of
Chartered Surveyors (RICS) on 11
July 2017. The SFC recently issued

a guidance note on listed company
directors' duties and a circular to
financial advisers regarding valuations
in corporate transactions, as well as
a statement on the liability of valuers
for disclosure of false or misleading
information. This seminar is organized
in response to the circular to address
SFC's concern on some Hong Kong
listed companies acquiring assets

at unreasonably high prices or

selling assets at substantial under-
valuations. As a result of possibly ill-
advised transactions, shareholders'
interests were harmed. The guidance
note reminds directors that they are
the guardians of a listed company's
assets and should ensure acquisition
targets are properly considered and
investigated. Over 180 participants
attended the seminar.

As a member of RICS, Ms Law
outlined a number of practice
codes set out by RICS Valuation
Standards. She also illustrated how

(3 ric

Confidenc
through

professior
standards

Our Director Ms Stella Law (right) giving a talk on the topic of "Valuation Compliance for Corporate
Transactions" at the RICS's seminar.

the Certified in Entity and Intangible
Valuations (CEIV) credential, and
Registered Valuer Programme can
give confidence to firms, clients

and regulators with accredited
professionals performing this kind

of work. The CEIV credential is for
professionals who perform fair value
measurements for businesses and
intangible assets. Credential holders
are required to comply with the
Mandatory Performance Framework
which is aimed at providing valuation
professionals with guidance on
"how much" work is necessary to
provide supportable and auditable
fair value measurements for financial
reporting. This Framework assures
greater confidence in the consistency
and transparency in the fair value

measurement process. The fair value
measurements are usually conducted
with the use of sophisticated
financial models, various valuation
approaches, analytical assumptions
and professional judgement. In the
past decades, the US Securities

and Exchange Commission (SEC)
has questioned the lack of a unified
identity of the valuation profession.

In response to the SEC's concerns,
over the past three years a new
valuation credential has been
established through the efforts of the
American Society of Appraisers, the
American Institute of Certified Public
Accountants and the Royal Institution
of Chartered Surveyors, major
accounting firms, and others.
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Seminar on "Belt & Road Initiative and How the Use of
Technology Aids in M&As"

Our Directors Mr Leo Lo (left) and Ms Stella Law (right) were invited to speak at the HKBAA' s seminar.

Our Directors Mr Leo Lo and Ms
Stella Law of Consulting and Valuation
team, upon an invitation, spoke on

through technology at a seminar
organized by the Hong Kong Business
Accountants Association on 28 April
2017. The seminar was aimed at
exploring how Chinese enterprises
can extend their conventional value
chains to the surrounding countries
and regions for mutual benefits of
both sides in the development. Recent
emerging blockchain technology is
thought to help accelerate completion
of dealings by improving procedures
and enhancing safety of property
transactions as well as saving time
and cost of hiring a third party. The
seminar primarily examined the latest
development and application of
blockchain technology.

the integration of cross-border

property's investment and financing

as well as asset management

We Ranked Hong Kong's 8th Largest Accounting Firm

We were ranked the eighth largest
accounting firm in Hong Kong for
three consecutive years from 2014 to
2016 by the magazine Hong Kong
Business (HKB) of the Charlton Media
Group. Our International Liaison
Director Mr Charbon Lo attended the
joint awards ceremony held on 25
July 2017 to receive a certificate of
the Business Ranking Awards 2017
on behalf of our company.

Nearly 100 representatives
participated in the ceremony where
the International Business Awards,
Listed Companies Awards, and
Business Ranking Awards were
presented to the winning companies
including listed companies and firms
of various industries such as legal,
accounting, hotels and insurance.
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Our International Liaison Director Mr Charbon Lo (left) receiving an award certificate on behalf of our
company.

Charlton Media Group is a business
information group and publishes
print and online magazines which
cover the areas of businesses,
finance, banking, investment and
power industries, providing readers

updates on market trends. The Group
distributed questionnaires to local
accounting firms to obtain company
information and ranked the Hong
Kong's 25 largest accounting firms
based on the total number of staff.
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Our Director Charbon Lo Contributed to the Book
Transcending the Bottleneck — The Hong Kong Accountancy
Profession ({ RIEHASE : HAE

CITY UNIVERSITY OF
HONG KONG PRESS
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Our Director Mr Charbon Lo (4th right) attending the book launch hosted by CityU.

Upon invitation by a research team
from the City University of Hong Kong
(CityV), our Director Mr Charbon Lo
contributed the article titled
"Foundation of Upward Mobility" ( { [7]
LREHIEEE ) ) to share his
experience of moving progressively
up his accounting career ladder. The
article has been complied in the book
Transcending the Bottleneck — The
Hong Kong Accountancy Profession

( (ZEmINSE - BBGEE) )
published by the City University of
Hong Kong Press and edited by Prof
Linda Li, Prof Phyllis Mo, Dr Ho-mun
Chan and Dr Iris Kam from the
Research Centre for Sustainable
Hong Kong (CSHK) of CityU.

In August 2015, the research team of
CityU started the study "Sustainability
and Social Mobility in Professional
Services: A Case Study of Accounting
Profession in Hong Kong". The study,
which lasted for more than a year,
was conducted through in-depth
interviews, customized surveys, focus
group meetings and discussion
forums to collect opinions from
diverse stakeholders, including
experienced industry leaders, middle
level staff and new entrants of

accounting firms and organizations of
different sizes, as well as academia
and students. Part of the research
result was summarized in the book
Transcending the Bottleneck — The
Hong Kong Accountancy Profession.
Moreover, industry leaders and
practitioners of different levels were
invited to express their views in the
book regarding the accounting
profession, enabling readers to realize
the challenges and opportunities
facing by the accounting sector from
multiple angles.

The book provides an in-depth
analysis on the current situation and
developments of the accounting
industry in Hong Kong. It does not
only facilitate readers to grasp an
overall picture of the accounting
profession, but is also a useful
reference for understanding Hong
Kong's current economy, policies and
social sustainability. The book is one
of the books in the "Tracing Hong
Kong Professional Services Research
Series" - a project of the CSHK.
CSHK is an applied strategic
development centre established in
June 2017. The mission of CSHK is
to analyze and develop solutions to
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meet critical sustainability issues in
Hong Kong from a multi-disciplinary
perspective.

Full version of the article "Foundation
of Upward Mobility" ( { [a_iEhpyE
1) ) (Chinese only) is available at
http://www.crowehorwath.hk/dl/
HK_Accountant_12.pdf

* Transcending the Bottleneck — The
Hong Kong Accountancy Profession
( (ZRRSE © BAGEE) )is
written in Chinese, published by the
City University of Hong Kong Press
and edited by Prof Linda Li, Prof
Phyllis Mo, Dr Ho-mun Chan and Dr
Iris Kam. The article "Foundation of
Upward Mobility" ( ] i @hpg %
B ) ) is in Chapter 5 of the book.
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Contact us

EEEE (F8) EtENEBAERAR
Crowe Horwath (HK) CPA Limited

Member Crowe Horwath International

9/F Leighton Centre, 77 Leighton Road,
Causeway Bay, Hong Kong

HiE L SIEE7 7

TEIEADOME

E-mail E|EL: info@crowehorwath.hk
Telephone &E&E: +852 2894 6888
Facsimile {8&: +852 2895 3752

About Crowe Horwath International
B = S HERB RGN

Crowe Horwath International is ranked among the top 10 global accounting
networks comprising 200 independent accounting and advisory services firms with
750 offices in 130 countries around the world. Crowe Horwath International’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 Horwath International member firms 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

Service Hotline & B BRFSEL4E:

+852 2894 6611 =S EREAESIR+AE

services. Information can be obtained at: www.crowehorwath.net
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Hong Kong

Our Contacts F{IHIAE

Professional Services B Contact Person F#& A

Audit & Assurance &t MIRE Ms Ivy Chua £5i5&

Audit & Technical Support Bt KRB E Tk E Mr Raymond Tsui #E32

Business & Accounting Services B2 K 25t BR7E Ms Penny Chan BREZE

Business & Financial Instruments Valuation 4 &R £ & T 2574 Ms Stella Law Z&3EH)

Business Operations Z£#54E Ms Pammy Fung /534

China Tax, International Tax FREIR{ S « BIFEL#S Mr George Lam ##g2E

Company Secretarial Services - Listed Company Services
ANRIMERTS - ETHARIRES

Company Secretarial Services Support A B E RIS 1E

Ms Colleen Kwok 275
Ms Wendy Tam B4
Corporate Restructuring & Insolvency 126841 K54 Ms Ivy Chua £%5E
Data Security and IT Audit i L 25N B A=t Ms Ester Ip EZf

ESG (Environmental, Social & Governance) & Sustainability Consulting
&~ RIENEAESC) / AIFERERLRA

Financial Services £ RlR#E3E

Ms Ester Ip ZEZ44

Mr Samuel Choi & &,
HKIPO & EmhaEst Mr Charles Chan B#gi%
Hong Kong Tax, International Tax &85 « BRI Mr Albert Cheung iRiRER

Human Resources Advisory A& EAR Dr Leslie Tong ;ZEEfEHE 1

Internal Control, Corporate Governance & Risk Management
BENITEE  ARERNRERER

International Liaison & SME Audit EIEREAEE K A/ (b Egat

Mr Eddy Yan B¢
Mr Charbon Lo &=k
Property Valuation & Consultancy #2E(41{&E M350 Mr Leo Lo E$228
Transaction Advisory 1347 Mr C S Lam #REBk

Wealth Succession and Trust 81 & & & & {S5E Mr C Yuen =&

HESRERE FHNER  REEAMMLRTY - NRESEEEEBRESER

Telephone E&

+852 2894 6789
+852 2894 6661
+852 2894 6896
+852 2894 3506
+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 6892
+852 2894 6661
+852 2894 6658
+852 2894 3508
+852 2894 6603

+852 2894 6875

RE

AAEIEEM

E-mail E
ivy.chua@crowehorwath.hk
raymond.tsui@crowehorwath.hk
penny.chan@crowehorwath.hk
stella.law@crowehorwath.hk
pammy.fung@crowehorwath.hk
george.lam@crowehorwath.hk
colleen.kwok@chg.hk
wendy.tam@chg.hk
ivy.chua@crowehorwath.hk
ester.ip@crowehorwath.hk
ester.ip@crowehorwath.hk
samuel.choi@crowehorwath.hk
charles.chan@crowehorwath.hk
albert.cheung@crowehorwath.hk
leslie.tong@crowehorwath.hk
eddy.yan@crowehorwath.hk
international.liaison@crowehorwath.hk
leo.lo@crowehorwath.hk
cs.lam@crowehorwath.hk

chung.yuen@crowehorwath.hk



