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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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professional advice.
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Automatic Exchange of Financial Account Information in Tax

Matters (“AEOI”)

Background

Following the success in anti-
terrorism and anti-money
laundering by the major countries
in the world, and for purpose

of combating tax evasion
internationally, they have been
proposing and have now agreed
to enforce AEQI all over the world.
Hong Kong, being a member

of the international community,
has in June 2016 enacted AEQI,
which is now fully in operation
and has become part of our life.
As all major countries in the world
(including China) will have AEQI in
force, taxpayers all over the world
have now to face un-precedent
challenges. Entrepreneurs and
residents, be they Chinese or
foreigners, new migrants or
generation long residents, living
in this internationally renowned
financial centre, especially those
executives working in both

Hong Kong and the Mainland,
and Mainland investors having
investments in Hong Kong,

have to face and accept a new
approach to taxation.

How Information is
Gathered and Used

Through AEQI, all tax related informa-
tion obtained by the Hong Kong Inland
Revenue Department from financial
institutions, including banks, insurance
companies, trusts, investment houses,
etc. (collectively “FIs”) relating to tax
residents of overseas countries will be
used to exchange for those informa-
tion collected by foreign jurisdictions
(including China) on Hong Kong
residents. Through this “Information
Exchange System”, tax authorities of
various countries will use the informa-
tion obtained to compare the income
reported by their taxpayers to detect

if any income has been omitted, and
to conduct tax investigation or take
recovery action on tax evaded includ-
ing penalties, as appropriate.

Information Collected

Information collected by Fls from their
customers includes

¢ personal particulars, i.e., name,
address, date and place of birth,
jurisdiction of tax residence;

o tax file number; and

¢ financial information, including
account number, account balance,
currency, interest, dividend and

More information

other receipts, sale proceeds of
financial assets, cash value of
insurance contracts, etc.

Entities Involved

e individuals;

e corporations and controlling
persons of corporations; and

¢ trusts including the settlor, trustee,
protector, beneficiaries and the
person controlling the trust.

Tax Risk

Different tax jurisdictions have their
own tax systems. Those imposing
“world-wide income tax”, including the
United Kingdom, Canada, Australia,
China, etc. will through this “information
exchange system” be able to obtain
vast amount of information on overseas
income of their tax residents. Jurisdic-
tions taxing income on “source basis”,
such as Hong Kong, would also use
the information collected through this
system to detect whether its taxpay-
ers have fully declared their income.
Although different tax jurisdictions have
different tax laws and regulations, yet,
there is one thing in common, that is,
failure to provide the information or
provision of incorrect information would
be subject to penalties.

Anyone who is interested to understand more may visit the following link:
http://www.ird.gov.hk/eng/faq/dta_aeoi.htm
http://www.ird.gov.hk/eng/tax/dta_aeoi.htm

You are welcome to contact our tax team:

Mr YUEN Chung : chung.yuen@crowehorwath.hk
Mr Albert Cheung : albert.cheung@crowehorwath.hk

Mr Wilson Tam
Mr George Lam
Ms Mary Ho

: wilson.tam@crowehorwath.hk
. george.lam@crowehorwath.hk
. mary.wfho@crowehorwath.hk
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Tightened ESG Disclosure Requirements-Challenges facing
Hong Kong Listed Companies

Background

The journey of environmental,
social and governance (ESG)
reporting in Hong Kong began
with the first consultation
document “Consultation Paper on
Environmental, Social and
Governance Reporting Guide
(ESG Guide)” launched by Hong
Kong Exchange and Clearing Ltd
(HKEX) in December 2011. In
August 2012, HKEx published the
consultation conclusions and
announced that it would make
ESG reporting recommended best
practice for listed companies
starting from the end of 2012. On
1 January 2013, HKEx appended
the ESG Guide to the HKEx Main
Board Listing Rules (Appendix 27
of the HKEx Main Board Listing
Rules). HKEx finally launched a
public consultation document on
Review of ESG Guide in July 2015
and released its consultation
conclusions in December 2015.

Following the consultation, HKEx
accounced to upgrade ESG
disclosure requirements from
recommended best practice to
"comply or explain” in two phases
in 2016 and 2017. The new rules
posed great challenges to listed
companies in Hong Kong as they
have to make mandatory public
disclosures about company
policies and their strategies to
cope with operational risks that
have considerable implications for
the environment and society.
They also need to establish a
comprehensive system for
reporting environmental Key
Performance Indicators ("KPIs")
from 2017 onwards.

Major Changes and Implementation Dates

¢ According to the updated ESG Guide, Hong Kong listed companies must
disclose ESG information on an annual basis covering the same period as its
annual report, the disclosure requirements changed from recommended
(voluntary) to “comply or explain” for accounting years starting on or after 1
January 2016.

¢ The ESG Guide has been re-arranged into two Subject Areas:

ESG Subject Areas Aspects
A. Environmental — 3 aspects Emissions
(12 KPls) Use of resources
Environment
B. Social — 8 aspects Employment

Health and safety

Training and development
Labour standards

Supply chain management
Product responsibility
Anti-corruption
Community investment

(20 KPls)

¢ The ESG disclosures have been implemented in two phases:
1. General Disclosures for all reporting aspects were upgraded to “comply or
explain” on or after 1 January 2016; and
2. The 12 Environmental KPIs were upgraded to “comply or explain” on or
after 1 January 2017.

¢ Hong Kong listed companies are required to state in their 2016 annual reports
whether they have complied with the “comply or explain” provisions in the
ESG Guide; and give considered reasons for any deviations from prescribed
approach.

Gender diversity has been
incorporated to the wording of the
recommended (voluntary) disclosures
of the ESG Guide.

The wording of the General
Disclosures (where relevant) has

been revised to be consistent with
directors’ report requirements under
the Companies Ordinance (Cap. 622
of the Laws of Hong Kong), which
was incorporated in the Listing Rules
Appendix 16 for financial years ended
on or after December 2015.




Crowe Horwath..

New GRI Standard

The Global Reporting Initiative (GRI)
Standard, the most widely used
sustainability reporting framework
launched its updated version in
October 2016, providing a clearer
format and a new modular structure
based on the current GRI G4
guidelines. The new GRI Standard will
replace the current GRI G4 from 1
July 2018 onwards. The principal
objective of the new GRI Standard is
to simplify the reporting process and
to make it more straightforward to
Hong Kong companies. Under the
new framework, companies are
required to report on three universal
standards, namely:

1.GRI 101 Foundation - on the
fundamental principles of the
reporting standards;

2.GRI 102 General Disclosures
- addressing the contextual
information about the reporting
organization and its reporting
practices; and

3. GRI Management Approach —
disclosing the management system
regarding material issues.

Besides, companies can choose to
report on the 33 specific topics from
ESG standards under the GRI 200,
300 and 400 series, such as anti-
corruption, emissions, waste
management or child labour, based
on the material topics of their own
selection. This characteristic enables
companies to select disclosure topics
that are most important to the
sustainability of their business and
matter to the stakeholders.

Values to Business
Brought by ESG Report

The HKEX’s consultation paper
mentioned various studies have found
augmented ESG regulation to be
value adding despite higher
compliance costs. It is believed that
the upgrade will help increase
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corporate transparency, strengthen governance and enhance corporate
citizenship in Hong Kong and beyond. The changes indicate that the capital
market has increased the awareness of sustainable development for listed
companies in addition to their operation and financial performances. Under the
new ESG reporting requirements, listed companies are driven to start or
expand their sustainability reporting journey. Globally, surveys already
suggested companies have increasingly incorporated sustainability information
in their annual reports which is now firmly established as a standard practice.
Align with the international practice of ESG disclosure, Hong Kong is likely to
have a similar happening.

Through ESG reporting process, the company can benefit from improved risk
management, operational efficiency, access to capital, supply chain
management, reputation and cost savings from better use of resources. Non-
financial KPIs such as those in health and workplace safety and community
investment could boost staff engagement and contribute to talents retention as
well as higher efficiency at workplace.

Steps for ESG Reporting

Step 1 Establish an ESG working group

Step 2  Understanding the requirements of the ESG Guide

Step 3 Determine reporting scope

Step4  Stakeholder engagement

Step 5  Materiality assessment

Step 6  Collecting information for General Disclosures and data for the KPIs
Step 7 Report writing

We Can Help to Write a Good ESG Report

The demand for increased levels of disclosure and quality will become the major
challenge for ESG reporting. A good quality report should be concise with
focuses on performance. Key components of a quality reporting include
stakeholder engagement, materiality, strategy, governance, performance targets,
balancing factors, supply chain management, etc.

Our committed professional services team has the knowledge, expertise and
experience in Hong Kong to help and support your companies in the journey to
successful ESG reporting. We have provided ESG services for a number of listed
companies in a wide range of industries covering manufacturing, catering,
petrochemical, pharmaceutical industry, mass media, financial services, energy,
technology, infrastructure, property and construction. We helped them manage
ESG risks, formulate ESG strategies, develop effective ESG reporting system and
prepare ESG reports. We are aimed at improving the ESG performance of the
listed companies and help them to fulfill the ESG disclosure requirements.

For details, please contact

Ms Ester Ip

Tel: +852 2894 6191 E-mail: ester.ijp@crowehorwath.hk
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Our Chairman Received Pinnacle Award at Crowe Horwath

Annual Meeting

Crowe Horwath International’s

56th Annual Meeting took place

in Vancouver, Canada from 30
October to 2 November 2016 with
an attendance of over 260 delegates
representing member firms from
across 64 countries. Our Chairman
and CEO Mr Charles Chan, Director
Ms Ivy Chua, and Executive Director
of Crowe Horwath Tax Services (HK)
Limited Mr Wilson Tam joined this
major annual event.

Each year at the annual meeting, the
organizer presents a Pinnacle Award
to selected individuals in recognition
of their contributions to the global
network. Charles was one of the
awardees for 2016. In 1980, Charles
founded his own CPA firm in Hong
Kong which has enjoyed sustained
growth for more than three decades.
After joining the Crowe Horwath
network, he has continuously looked
for new and different opportunities
for the firm, including forming several
entities offering a wider range of
consulting services.

Mr Charles Chan (right) receiving a Pinnacle Award from Mr Kevin McGrath, CEO of Crowe Horwath

International at the annual meeting.

During the annual meeting, Charles
and our directors participated at
different sessions to discuss and
share with other member firms the
network’s development. Charles
was a speaker of the session of
Success Factors Working Cross
Border during which he shared his
fascinating insights into working with

China and other Asian countries. Ivy
joined several breakout sessions to
discuss issues including international
accounting, cross border work and
driving growth for the network. Wilson
also attended the Crowe Horwath
International Tax Committee Meeting
and Tax Breakout Meeting.

Crowe Horwath International Achieved Higher Ranking in
Asia Pacific and the World

With an outstanding performance
in 2016, Crowe Howarth
International is now ranked as the
eighth largest global accounting
and professional services network,
according to the International
Accounting Bulletin’s (IAB) 2016
World Survey results. The network
reported total global revenues of
USDS3.7 billion for calendar year
2016, representing a 9% growth.

Crowe Horwath in Asia Pacific also
achieved a growth of 19%, with the
reported revenues of US$914 million
for calendar year 2016. This has
elevated Crowe Horwath'’s ranking
in Asia Pacific to the sixth largest
professional services network,
moving up one position from the
2015 ranking. The Greater China
member firms including China, Hong
Kong, Taiwan and Macau continued

to outperform the average growth
by achieving a 37% increase in
revenues for 2016.

We are excited to learn about the
achievements of Crowe Horwath
International and its member firms
across the globe.
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Recent Successful IPO Cases

EN CONNECT

THORE OPPORTUNITIES : i

Our Chairman and CEO Mr Charles Chan (6th right) attending the listing ceremony of MEIGU Tech on
its first trading day.

We acted as the reporting
accountants and auditors of the
following three companies and helped
them to go public in the Hong Kong
capital market.

¢ Gemilang International Limited
(“Gemilang”) (Stock code: 6163)
was listed on the Main Board of

the Hong Kong Stock Exchange
on 11 November 2016. Gemilang
mainly designs and manufactures
bus bodies and assembles buses,
serving public and private bus
transportation operators mainly in
markets including Singapore,
Malaysia, Australia, Hong Kong,
China and India.

Business Update: Valuation Services

Further to the previous accomplishments,
our Consulting and Valuation team
has recently assisted the following
listed companies to achieve their
business goals through providing our
valuation services.

¢ We provided professional property
valuation to China Overseas Grand
Oceans Group Limited (Stock Code:
0081) on 17 development projects
in eight major cities in China. The
valuation was used for circular
purpose of the very substantial and
connected transaction in relation
to property acquisition. The
Company, a subsidiary of China
Overseas Land & Investment Ltd.
(Stock Code: 0688), is a property
developer. As at 30 June 2016, the

company held a land bank
spreading over 13 cities with 24
on-going development projects.

In addition, we also acted as industry
consultant expert for the following

two IPO clients.

¢ KW Nelson Interior Architect

Group Limited (Stock Code: 8411):

We conducted a thorough market

study on the decoration industry in

Hong Kong for K W Nelson and
provided the company with an
industry overview research report
for the purpose of its initial public
offering. KW Nelson is a Hong
Kong-based interior decorator
providing interior designs and
coordinating interior decoration
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KNK Holdings Limited (“KNK”)
(Stock code: 8039) was listed on
the GEM Board of the Hong Kong
Stock Exchange on 12 December
2016. KNK is an architectural and
structural engineering consultancy
service provider in Hong Kong,
offering services in the areas of
licensing, inspection, certification
and other architecture related
consultancy.

MEIGU Technology Holding Group
Limited (“"MEIGU Tech”) (Stock
code: 8349) was listed on the GEM
Board of the Hong Kong Stock
Exchange on 13 January 2017.
MEIGU Tech engages in the
research and development,
production and sale of a variety of
fibreglass reinforced plastic
products in China. Most of its
products are used in corrosive
environments such as chemical
factories.

projects for commercial premises
including office and retail space
mainly located in Hong Kong.

WWPKG Holdings Company
Limited (Stock Code: 8069): We
carried out a comprehensive
market study on the travel service
industry in Hong Kong and
prepared an industry overview
research report for WWPKG, which
is a long-established travel agent in
Hong Kong. The company’s major
business is the provision of
outbound package tours to various
destinations with particular focus
on Japan bound tours. It also
offers other travel related products
and services such as air tickets,
hotel and accommodation.
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University
Recruitment
Talks 2017

Riding on the enthusiastic response
to our university recruitment talks
in the previous years, we kept on
running a series of on-campus
career talks during February and
March this year in six local
universities and tertiary institutes.
Besides providing our company’s
career information, our directors
also shared their experience to
encourage the students. This round
of career talks drew a total of nearly
400 participating students.

Our CICPA Intern

We have been a supporting

organization of the internship project

of The Chinese Institute of Certified
Public Accountants (“CICPA”). This
year, we offered an internship

opportunity to a CICPA student Miss
Mary Huang, who worked in our Audit

Department from January to April.

By supporting the CICPA internship

project, we contribute to nurture
young talents and facilitate the
exchange and share of experience
between young accountants in the
mainland and Hong Kong.

Q Crowe Horwath

Miss Mary Huang (front row, 2nd left) with our

Directors Ms Pammy Fung, Mr Charbon Lo,
our Audit Manager, HR Manager and audit
team members.
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3-Time Awarded “5 Years Plus Caring
Company Logo”

We have been working hand in hand
with Otic for the well-being of the
hearing impaired. We are the honorary
auditor of Otic. Besides, our staff
members have provided volunteer
services in Otic’s charity events, for
instance, in Otic’s charity concert
where our staff volunteers assisted in
the preparation work and monitored
the donation counting process.

We have been awarded the “5 Years
Plus Caring Company Logo” for the
third year by the Hong Kong Council
of Social Service in recognition of our
commitments to helping the needy
and caring the community.

We are nominated by Otic Foundation
(“Otic”), a registered charity in Hong
Kong which provides various services
and assistance to cater for the needs
of the hearing impaired.

caringcompany

s of Corporate - NGO Partnership

vess HHLA/On

Our Director Ms Pammy Fung (right) and Principal of Accounting Services Ms Penny Chan (left)
receiving the Caring Company certificate at the award presentation ceremony on 10 March 2017.

Our staff members (3rd and 4th right) as volunteers at the charity concert organized by Otic.
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Crowe Horwath.,

Contact us About Crowe Horwath International
B S FERRE T
BEEEE (F8) GEENEHAERAR Crowe Horwath International is ranked among the top 10 global accounting

Crowe Horwath (HK) CPA Limited

Member Crowe Horwath International

networks comprising over 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

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

& SRR TRIRET 7R . . . .
E,& ﬁ.ﬂ%ﬁ@ RIRETTH community and is staffed by nationals, thereby providing a knowledge of local laws
TSiE/otg o ) . .
and customs which is important to clients undertaking new ventures or expanding
into other countries. Crowe Horwath International member firms are known for
E-mail &&: info@crowehorwath.hk

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.

Telephone &E&E: +852 2894 6888
Facsimile {5H: +852 2895 3752
Service Hotline % B BRF&E4S:

+852 2894 6611 Information can be obtained at: www.crowehorwath.net

EEsEERA R+ ARIHTEBTEREES — « HEBE00FE T RS

rrnin o MABHRISAT - H750ENERBMHEHR130EER - B EEEIRA RS SR

caringcompany BRRHEEERT  SNRORERE B8 E—ELRROBENEEES - N8

YA S R - IR RSO B AN S - LIBEE SRR LR

— — g - ISR EEE 05  ARHNBRSE TR R
JCI O many SESREE FREE - 12EHE A LIRS o

ISR /S EREE ZER  BREEMEL - www.crowehorwath.net

Our Contacts F{IHIAE

Professional Services ZZR#%
Audit & Assurance Bt MIRE

Audit & Technical Support &t & BZER TR

Business & Accounting Services FZ K 25t RS

Business & Financial Instruments Valuation £ & &£/ T 574

Business Operations #5452

China Tax, International Tax BRI BB 7
Company Secretarial Services - Listed Company Services

NTERE - EHARRE

Company Secretarial Services Support AT MERB L
Corporate Restructuring & Insolvency 1284 K55

Data Security and IT Audit ik L2 AANEERFET
ESG (Environmental, Social & Governance) & Sustainability Consulting

&~ RIENEIRESG) / AIRERREESR
HKIPO & Lhasat

Hong Kong Tax, International Tax &##75 « B

Human Resources Advisory AZEEIEEERT

Internal Control, Corporate Governance & Risk Management

BEAEZ  AREEREAREE

International Liaison & SME Audit BIRREA%EE K Fh/ )\

Property Valuation & Consultancy b {E K34

Transaction Advisory 1253

Wealth Succession and Trust 81 & & & K& {=5E

AE

Contact Person B#&A
Ms Ivy Chua £53E

Mr Raymond Tsui #RZ3C
Ms Penny Chan BREEZE
Ms Stella Law ZEiE%)

Ms Pammy Fung /534
Mr George Lam #h$82
Ms Moon Tang &l 333
Ms Wendy Tam :B#i 4%
Ms Ivy Chua £53E

Ms Ester Ip 4%

Ms Ester Ip =24

Mr Charles Chan B#ki%
Mr Albert Cheung JRIRE
Dr Leslie Tong S&REEMEEL

Mr Eddy Yan iR

sEet Mr Charbon Lo B8

Mr Leo Lo E#52
Mr C S Lam #hERK

Mr C Yuen = E

Telephone E3E

+8562 2894 6789
+852 2894 6661
+852 2894 6896
+852 2894 3506
+852 2894 6861
+852 2894 6603
+852 2894 6836
+852 2894 6840
+852 2894 6789
+852 2894 6191
+852 2894 6191
+852 2894 6828
+852 2894 6875
+852 2894 6892
+852 2894 6661
+852 2894 6658
+852 2894 6188
+852 2894 6603

+852 2894 6875

E-mail EE
ivy.chua@crowehorwath.hk
raymond.tsui@crowehorwath.hk
penny.chan@crowehorwath.hk
stella.law@crowehorwath.hk
pammy.fung@crowehorwath.hk
george.lam@crowehorwath.hk
moon.tang@chg.hk
wendy.tam@chg.hk
ivy.chua@crowehorwath.hk
ester.ip@crowehorwath.hk
ester.ip@crowehorwath.hk
charles.chan@crowehorwath.hk
albert.cheung@crowehorwath.hk
leslie.tong@crowehorwath.hk

eddy.yan@crowehorwath.hk

international.lisison@crowehorwath.hk

leo.lo@crowehorwath.hk
cs.lam@crowehorwath.hk

chung.yuen@crowehorwath.hk



