Plus:
Success
Tsui Wah Holding’s
John Yang
BEPS
Hong Kong prepares
for new tax rules
Life
CPA fighters

Issue 7 / Volume 13 / July 2017

THE HOTSPOT FOR
VENTURE CAPITAL
Start-ups in Mainland China are
experiencing a level of venture capital
investment like never before

HK$70.00

President’s
message

aplus

“The Institute has listened to your
views and will continue to expand
the scope of training to include
more in-depth programmes.”
Dear members,
The Institute has released its fourth
membership survey report. In general, it indicates that our members
continue to enjoy favourable remuneration and high levels of mobility
within their careers, while those
with diverse skill sets and experience are in high demand, proving
the profession is continuing on an
upswing.
The survey also reflects that our
members play a significant role in
a wide range of sectors in business,
pillar industries and capital markets, by providing top-level professional services that support Hong
Kong in maintaining its status as an
international financial centre.
The survey results clearly show
that members are looking to the
Institute for professional and technical training and this coincides
with our records that the continuing
professional development training
(2,800 hours in a year) is among the
most popular member services. The
Institute has listened to your views
and will continue to expand the
scope of training to include more
in-depth programmes, including
soft skills and non-traditional training, as well as providing different
delivery modes to facilitate your
learning anywhere, anytime.
Meanwhile, the results
acknowledge the issue of long
working hours in the profession.
Different sectors have different
circumstances and job cycles
that contribute to long working
hours. We understand that our
members sometime have to work
very hard to help clients meet

the compliance requirements to
issue financial statements by the
deadline. This is in a way showing
our members’ professionalism and
their dedicated efforts to contribute
to the wellbeing of Hong Kong as
a whole and the maintenance of its
international financial centre status.
Please refer to the full survey
report available on the Institute’s
website for more details about the
results, their implications and our
responses to address them.
Our prestigious Best Corporate
Governance Awards has started
accepting entries. This year
marks the 18th year of the
awards and along with a new
category for “Non-Hang Seng
Index-constituent companies –
medium market capitalization” to
facilitate comparisons between
peer groups and encourage more
listed companies to participate,
commendations will be given to
companies in both private and
public sectors with outstanding
corporate governance standards.
Corporate governance standards
and expectations continue to
evolve as regulatory requirements
change. Key themes in this year’s
competition are reflected in the
accolades that we will continue
to give out, including internal
control and risk management,
board and audit committee
operations, as well as website
corporate governance information.
Another area, sustainability and
social responsibility reporting, will
continue to be an important part of
the overall competition this year.

Join us or encourage your
clients to participate by 14 August
to have their corporate governance
standards benchmarked against
their peers.
To celebrate the 20th
anniversary of the reunification
of Hong Kong with China, the
Institute held a cocktail reception
on 21 July with Tim Lui, our
1997 president, as the guest of
honour. Under One Country, Two
Systems, the city of Hong Kong
has flourished and matured into a
premier financial and commercial
centre of the world. During this
time, the Institute has made
remarkable contributions to both
Hong Kong and the Mainland, and
has in itself accomplished many
milestones. It was a memorable
occasion to have Tim looking back
with us at the developments of
Hong Kong and the profession, and
sharing his vision for the future.
The contributions of our
members to the society have once
again been recognized recently
with 10 accountants, including
past presidents, past and current
Council members, and fellow
members, being awarded by the
Hong Kong government in this
year’s Honour List.
Congratulations, CPAs, the
success ingredient of Hong Kong.
In addition, I would like to
congratulate our badminton team
for winning first runner-up at “誠信
杯” held in Guangzhou this month,
which was participated by 31 CPA
teams from Guangdong province,
Hong Kong and Macau.

Mabel Chan
President
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Membership survey reflects
attractive accounting profession
The results of the Institute’s fourth membership survey were released last month.
It indicated members’ positive outlook
on the accounting profession, with Hong
Kong CPAs enjoying favourable income
and high levels of career mobility. The
results also show that the demand for
accountants, especially those with diversified skills and experience, remains
strong.
The annual survey, conducted from
14 November to 15 December, collected
a total of 3,748 responses on the areas
of learning needs, the outlook of the
profession, business
development, earning
power and work-life
balance.
In terms of
demographics, the
survey found that
Institute members
work in a variety of
sectors from public
practice to multinational corporations,
family businesses
and small-to-medium
sized enterprises to
government bodies
and non-profit organizations, highlighting
the many career development opportunities for CPAs.
As for the outlook of the profession,
59 percent felt positive or neutral about
the economic outlook for the next 18
months, compared with 44 percent in the
last survey. In addition, while employers
4 July 2017

in all sectors face difficulties in recruiting and retaining staff, 58 percent of
respondents do not plan to change jobs,
and 32 percent plan to change jobs.
When asked about the most important skill sets for their current jobs, 22
percent said analytical, 18 percent said
problem solving, followed by technical and communication at 12 percent
each. In general, 81 percent of respondents said there is a need to continue
to develop themselves by acquiring
additional skills to meet the evolving
market needs.
Salary remuneration
continues to increase
with 49 percent of
respondents earning
more than HK$600,000
per year, compared with
the 45 percent recorded
in the previous survey.
Additionally, 84 percent
of respondents received
a pay rise and 79 percent
received a bonus.
Salary coupled
with company benefits
remain the top factors
for motivating staff,
followed by job satisfaction and the prospect of
a promotion. “I have full confidence in
the future of the accounting profession.
Salaries may attract many young people,
but I believe it is the training which is
the most valuable, as it provides a solid
foundation for young people to work
in every other area of business,” says

Mabel Chan, the Institute’s President.
Members honoured for
contribution to Hong Kong

A high number of people associated
with the profession were awardees on
the Hong Kong government’s Honours
List this year for their distinguished
services to society. They include past
president Paul Chan (Grand Bauhinia
Award); past president David Sun and
former Council member Sophia Kao
(Gold Bauhinia Star); past presidents
Kam Pok-man and Philip Tsai, Council
member Andrew Fung and member
Yvonne Law (Bronze Bauhinia Star);
and member Vincent Chan (Medal of
Honour). This year, a total of 331 people
were on the Honours List.
Best Corporate Governance
Awards 2017

The Institute is inviting companies and
organizations in the public and private
sectors to submit entries for the Best
Corporate Governance Awards 2017.
The awards play an important role in
establishing benchmarks for the best
standards and encouraging improvements in the quality of corporate governance in Hong Kong.
This year’s competition will continue to award accolades to organizations based on internal control and risk
management, board and audit committee operations, and website corporate
governance information. More than 20
awards are expected to be given out.
The deadline for entries is 14 August.
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Disciplinary findings
Ip Wing Lun, Allan, CPA
Complaint: Ip was guilty of dishonourable conduct under
section 34(1)(a)(x) of the Professional Accountants
Ordinance.
Ip was convicted in the High Court in October 2014 for
conspiracy to offer monetary advantages to the chairman
of a listed company in Hong Kong. The advantages were
offered to induce the chairman to act in a fraudulent
scheme concerning the company’s substantial acquisition
of a mining business in 2008. Ip attended meetings at the
company to implement the fraudulent scheme, facilitated
the transfer of the chairman’s shareholding interests
in the company as part of the scheme, and participated
in drafting the company’s circular about the acquisition
which contained various misrepresentations. In addition,
documents relating to the fraudulent scheme were found at
Ip’s office. The respondent admitted the complaint.
Decision and reasons: Ip was removed from the register
of CPAs for eight years with effect from 30 June 2017 and
was ordered to pay costs of the disciplinary proceedings
of HK$22,618.00. While taking into account certain
mitigating factors in this case, the Disciplinary Committee
noted that Ip’s breaches involved serious lapses of
integrity, and his conduct fell seriously below the standard
of integrity, probity and trustworthiness expected of a
member of the Institute.
Pan-China (H.K.) CPA Limited, Tsang Chiu Keung, CPA
(practising) and Chan Kin Wai, CPA (practising)
Complaint: Failure or neglect by Pan-China, Tsang and
Chan to observe, maintain or otherwise apply auditing
standards. Pan-China and Tsang were also in breach of the
Fundamental Principle of Professional Competence and Due
Care in the Code of Ethics for Professional Accountants.
Pan-China audited the financial statements of a Hong
Kong listed company and its subsidiaries for the years
ended 31 December 2010 and 31 December 2011 and
expressed an unmodified auditor’s opinion for each of the
two years. Tsang was an engagement director who signed
the audit reports and Chan was the engagement quality
control reviewer for the 2011 audit.
The Institute received a referral from the Financial
Reporting Council about non-compliance with
professional standards in the audit work conducted by
Pan-China concerning impairment assessment of the
company’s interests in two natural resource extraction
and mining projects included in the financial statements.
After considering the information available, the Institute
lodged complaints under section 34(1)(a)(vi) of the
Professional Accountants Ordinance. The respondents
admitted the complaints.
Decision and reasons: The respondents were
reprimanded. The Disciplinary Committee further ordered
Pan-China to pay a penalty of HK$80,000, Tsang to pay

a penalty of HK$50,000 and Chan to pay a penalty of
HK$60,000. In addition, the three respondents were
ordered to jointly pay costs and expenses of the Institute
and the FRC in the total sum of HK$125,385.30. When
making its decision, the Committee took into consideration
the particulars of the breaches committed in this case, the
respondents’ personal circumstances and their conduct
throughout the proceedings.

Resolution by Agreement
Wong Kwai Hung, CPA (practising)
Complaint: Failure to comply with sections 100.5(c) and
130 of the Code of Ethics for Professional Accountants to
act diligently in accordance with the Accountant’s Report
Rules (Cap. 159) (“ARR”).
Wong issued an accountant’s report for a solicitor firm
under the ARR. The ARR requires a reporting accountant
to report details of a solicitor firm’s non-compliance with
Solicitors’ Accounts Rules (Cap. 159F). In the accountant’s
report, Wong did not disclose the solicitor firm’s failure
to record transactions with clients’ money within three
working days, prepare appropriate client account
reconciliations and ensure proper withdrawals from a
client account.
Regulatory action: Based on the foregoing and in lieu
of further proceedings, the Council concluded that the
following should resolve the complaint:
1. Wong acknowledges the facts of the case and his noncompliance with the relevant professional standards;
2. Wong be reprimanded; and
3. Wong pays an administrative penalty of HK$25,000 and
costs of HK$10,000.
Lui Chi Kit, CPA (practising)
Complaint: Lui has been guilty of professional
misconduct.
Lui was a practising director of a corporate practice.
Without Council’s written approval, Lui allowed the practice
to employ a former member of the Institute whose name
had been removed from the register of CPAs pursuant to an
order of the Disciplinary Committee and not yet restored.
In light of this, the Institute concluded that Lui was guilty
of professional misconduct under section 28 of the
Professional Accountants By-laws.
Regulatory action: In lieu of further proceedings, the
Council concluded the following action should resolve the
complaint:
1. Lui acknowledges the facts of the case and his noncompliance with the relevant professional standards;
2. Lui be reprimanded; and
3. Lui pay costs of HK$10,000.
Details of disciplinary findings and guidelines for
Resolution by Agreement are available at the Institute’s
website: www.hkicpa.org.hk.
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Andersen vs. Andersen
A lawsuit against Andersen Tax over the rights to the Andersen
brand was filed by the Paris-based firm that claims to hold
the trademarks for Arthur Andersen & Co., according to
Accounting Today last month. The lawsuit alleges the use of
forged documents signed by Andersen Tax’s Chief Executive
Officer in an attempt to obtain court rulings.
The Global Managing Partner of Arthur Andersen,
Stéphane Laffont-Réveilhac announced the lawsuit on
LinkedIn in a press release, stating that “Andersen Tax LLC
directors has [sic] openly cheated and lied, to the detriment of
the public, some Judges, the Arthur Andersen’s alumni, their
own employees and affiliated members... That’s the opposite of
our values... We are continuing our relentless efforts to rebuild
the network and defend its historical values.” However, two
days after the announcement, Andersen Tax told Accounting
6 July 2017

Today that it had not seen any lawsuit yet.
The suit also alleges that Andersen Tax CEO Mark Vorsatz
signed deeds, contracts and licensing agreements to support
its submission in a Paris court, with discrepancies between
the signatures on some of the documents. Vorsatz disputed the
forgery claims.
In March, Laffont-Réveilhac announced that he had
reconstituted Arthur Andersen in 16 countries, including
the United States, but its rights to the brand were challenged
by Andersen Tax, which was founded in 2014 by a group of
former partners and employees of the original collapsed Arthur
Andersen that has expanded worldwide. Andersen Tax has filed
legal actions against the French firm and won legal settlements
this year in the U.S., India and Brazil in which several local
firms agreed to stop using the Andersen name.
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IMF reduces forecast for U.S. growth
The International Monetary Fund cut its growth forecasts for the United States economy to 2.1 percent in
2017 and 2018, dashing hopes that the Trump administration’s tax and spending plans can boost the economy.
Following a review of U.S. economic policies, the IMF
said the U.S. government’s push for annual growth of
over 3 percent for a sustained period was unlikely partly
because the labour market is already at a level consistent with full employment. In April, the IMF originally
forecast U.S. growth at 2.3 percent for 2017 and 2.5
percent for 2018, however the ambiguity of the U.S.’s
policies have altered the IMF’s projections.
IFAC calls for action by G20
The International Federation of Accountants issued
recommendations for G20 countries ahead of the G20
summit in Hamburg, Germany on 7-8 July. IFAC urged
a concerted G20 effort to push for stronger governance
to maintain global economic stability, transparency and
the rebuilding of trust with the public. “Rebuilding trust
in the global economy and financial systems is critical
in inspiring the confidence the world needs for sustained
economic growth,” said IFAC Chief Executive Officer,
Fayez Choudhury.
China to offer generous tax policies
China is expected to implement new personal tax
policies for high-income earners in an effort to help its
biggest companies and start-ups retain talent, reported
the South China Morning Post. China’s biggest earners
face a higher tax burden as the top rate of personal tax
is 45 percent. It is expected that top corporate officials
will be given tax relief on certain types of numeration.
Simon Lance, Managing Director at Hays in China,
told the SCMP that tax incentives have helped start-ups
attract top talent from multinational firms.
Deloitte ups use of robots in audit
Deloitte is beginning to use robots in its audit division, Jo Heighway, its Audit and
Assurance Partner, told Accountants Daily. Heighway believes that the use of robots for
data and document collection increases the firm’s efficiency and ability to scale. “Right
now our focus is on essentially freeing up auditor’s time for a high level risk-based
approach and automating the menial tasks and the data collection and using analytics to
really have an exception-based approach,” she said.

A world of numbers

US$16
trillion

The amount that artificial
intelligence is projected to
contribute to global GDP by 2030.
According to a report by PwC,
global GDP could increase by 14
percent with China accruing most of
the gains at an extra US$7 trillion.

61%
The Asia-Pacific region’s
percentage of the global IPO
market. With 468 IPOs out of 772
in the first half of 2017, the region
is the world’s leading centre of IPO
activity.

US$1.38
trillion

The combined GDP of the Greater
Guangdong-Hong Kong-Macau
bay area in 2016. China plans for
the bay area’s regional GDP to
reach US$4.62 trillion by 2030,
surpassing Tokyo, New York and
San Francisco.
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Caterpillar under suspicion of tax evasion

The Internal Revenue Service in the United States has found
evidence supporting its suspicion of tax evasion by Caterpillar after
a raid of the company’s headquarters in March, according to The
Wall Street Journal. Federal investigators found that Caterpillar
failed to submit a series of paperwork relating to exports, while
unearthing discrepancies between the company’s filings and
what it gave to authorities. The IRS, tasked with investigating the
manufacturer of earth-moving equipment, suspects the company of
trying to depress its tax liability by as much as US$2 billion.

PwC under investigation by U.K. watchdog

PwC is being investigated by regulators in the United Kingdom
over its audits of the financial statements of telecommunication
group BT’s Italian division, which was found to be overstating its
earnings for several years in January. The Financial Reporting
Council will look into PwC’s audits from 2015 to 2017. “This
should act as a wake-up call to auditors and accountants alike,”
Ben Rose, regulatory law expert at Hickman & Rose, told CNBC.
“The FRC is stepping up as a major league investigator.”

Hollywood to audit China’s box office

The Motion Picture Association of America is auditing China’s
box office figures amid concerns of inaccurate reporting of ticket
sales, Bloomberg reported last month. The lobbying group hired
PwC to audit sales of selected films for the first time. The audit
results are important for Hollywood studios such as Disney and
Paramount Pictures as there have been hundreds of cases of
revenue being reported inaccurately in China. For films shown
in China under revenue-sharing agreements, Hollywood studios
receive 25 percent of box-office sales.

Cannabis industry needs accountants

A career fair in Denver in the United States earlier this month
highlighted the marijuana industry’s need of accounting services as
more states legalize cannabis for medical or recreational use. There
are available jobs in sales, management, recruiting and accounting,
Karson Humiston, Founder of Vangst, which recruits for the
industry, told news channel Denver7. “Currently in the cannabis
industry there are 122,000 people employed and between now and
2020 it’s going to get up to 250,000 jobs.”
July 2017 9

Venture capital
China’s start-ups

THE TECH
START-UP
BOOM
China’s technology start-up sector is making
the country a global hotspot for venture capital
investments. Nicky Burridge finds out how
Chinese start-ups are increasingly stepping out
of Silicon Valley’s shadow
Illustrations by Gianfranco Bonadies

C

aught in the rain without an
umbrella? No problem. You can
hire one with a few swipes of your
mobile phone.
Sharing E Umbrella, which has distributed 300,000 umbrellas across the southern
city of Shenzhen, is one of a number of
companies across the country hiring out
umbrellas that can be found and unlocked
from a machine through a mobile app. The
start-up recently raised US$1.5 million and
has plans to roll out 30 million umbrellas at
home and abroad during the coming year.
Chinese start-ups are increasingly stepping out of the shadow of those in Silicon
Valley as they become world-class innovators in their own right. In 2015, the value
of venture capital investment in Chinese
Internet start-ups exceeded United Statesbased start-ups for the first time, in a sign
that the centre of gravity in the global
digital economy was starting to shift.
Venture capital investment in China
totalled US$3.6 billion in the first quarter
of 2017, as the country’s vibrant start-up
10 July 2017

community continued to catch the eye of
investors, according to a recent study by
KPMG.
Four fundraisings by Chinese start-ups
made it into the top 10 biggest venture
capital deals globally during the quarter,
including the US$450 million raised by
ofo, the biggest round of investment on
record in the bike-sharing industry. China
now accounts for one in five unicorn companies – start-ups with a valuation of more
than US$1 billion – boasting big names
such as hardware manufacturer Xiaomi,
which set a world record last year when
it sold 2.1 million smartphones online in
just 12 hours, and DJI Innovations, which
makes 70 percent of the world’s drones.
Meanwhile, a survey of more than
800 global tech leaders carried out by
KPMG found 26 percent of them predicted
Shanghai would be the world’s next leading
technology hub within four years.
Tom Birtwhistle, Senior Manager of
China Digital Strategy at PwC, believes
China’s start-up sector already rivals its

U.S. counterpart. He claims start-ups
in China are on the same level as their
Western counterparts in terms of scale,
value and innovation capacity, adding that
Chinese technology giants such as Baidu,
Alibaba and Tencent, rival their U.S. counterparts like Amazon and Facebook.
“The investment money is now shifting
to China,” Birtwhistle says, pointing out
that while in the past people looked to
Silicon Valley as the centre of innovation,
they are now looking at China.
William Chou, Deloitte China TMT
Industry National Managing Partner,
agrees that China has already stepped out
of the shadow of Silicon Valley. There are
4,000 new start-up companies created
in China every day, nearly double the
number in the U.S., while seven of the top
15 Internet companies globally by market
capitalization are Chinese, he says.
Qi Lu, Tsing Capital’s Strategy and
Research Partner, adds that China has
pulled ahead of the U.S. in the areas of
Internet companies, mobile businesses,

aplus
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at U.S.-China accelerator InnoSpring
Silicon Valley, explains.
But Lu at Tsing Capital does not attribute the success of Chinese companies
just to the scale of their home market,
Market advantages
but also to their efficiency in responding
China’s surge in the start-up rankings
to that market. “The time for Chinese
is unsurprising as it enjoys significant
companies to develop a prototype is
advantages over the U.S., not least of
usually only 20 percent of the time used
which is its massive domestic market.
globally.”
With approximately 900 million
This focus means work-life balance
Internet users, Birtwhistle at PwC says
in China is non-existent, she adds. “In
China is a market on a “colossal scale.”
To put the size of the market into context, China, there is a company work culture at
start-ups called 9/9/6. It means that reguhe points out that more mobile transactions were carried out through Tencent’s lar work hours for most employees are
from 9 a.m. to 9 p.m., six days a week.”
WeChat app during Chinese New Year
than were done on PayPal in the whole
of 2015. “It is one of the few countries
“The time for Chinese
where you can be a global leader but
never have to leave your own market,”
companies to
Birtwhistle says.
develop a prototype
Chinese consumers are mobile-first,
they are willing to embrace new techis usually only 20
nologies and payment methods and they
percent of the time
have a high level of trust handing over
personal data.
used globally.”
Egidio Zarrella, Partner, Clients
and Innovation at KPMG, says Chinese
consumers also spend more online than
Government support
their U.S. and Europe counterparts put
As China’s economy rebalances, starttogether. “It is going to be one of the
ups have benefited from a raft of governmost technology–driven countries in the ment support, including office space, tax
world,” he says.
incentives, grants and funding.
The fact that China is a developing
One of the most significant schemes
market also provides opportunities for
has been the China Torch Programme,
start-ups operating there. “There are a
which has been dubbed the most successlot of innovative products that can solve ful entrepreneurial programme in the
an empty space in the market because
world. Major components of the scheme
we are a developing country. There are a include the setting up of innovation
lot of demands that have not been met,”
clusters, technology business incubators,
Xiao Wang, CEO and Chief Fire Starter
access to seed funding, and a venture
smart consumer hardware companies,
integrated solution providers and manufacturing engineering capabilities.

guiding fund, to support start-ups
throughout the whole investment cycle.
Companies are also being encouraged
to apply innovation to more traditional
businesses. “An example of this is where
technology and hardware are being
combined, such as through China’s
bike-sharing schemes,” Chou at Deloitte
explains.
Mobike and ofo are the big names
in the sector, with business models that
enable consumers to use their smartphones to find and unlock a bicycle
parked nearby, and pay for it through
their mobile. But innovation does not end
there, with the so-called sharing economy
now extending to umbrellas, basketballs
and even mobile phone chargers.

A wealth of funding

Unsurprisingly, given its potential,
money is flooding into the technology
sector. Funding is available both
internally and from abroad, from
private individuals, companies and the
government.
Chou explains that many employees
who were instrumental in the launch of
successful Chinese Internet companies,
such as Alibaba, Tencent and Baidu,
have now become angel investors.
Major U.S. venture capitalist funds,
such as Sequoia, Northern Light and
IDD Capital, have been active in China
for around 15 years, and they have
recently been joined by domestic venture capitalist funds.
“Money comes from everywhere.
We are seeing more private equity, venture capital and angel investors. China
has more millionaires and billionaires
July 2017 13
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Venture capital
investment in
China start-ups
hit US$10.7 billion
in Q2, compared
with US$3.5 billion
in the previous
quarter, according
to KPMG’s
Venture Pulse
report. The strong
performance was
largely bolstered by
two megarounds,
defined as
investments of
US$100 million
or more, including
ride-sharing
platform Didi
Chuxing, which
raised US$5.5
billion, and a US$1
billion venture
capital investment
raised by news
aggregator Toutiao.
14 July 2017

than ever before and they want
to take a bet on start-ups. The
demand to put money in exceeds
the supply of companies,”
Zarrella at KPMG says.
The support does not end
with money. Lu at Tsing Capital
points out that companies such as
Tencent and Alibaba are famous
for providing strategic resources,
while venture capital funds will
also help introduce partners.
As money piles into the Chinese start-up sector, there are concerns that a bubble could develop.
“As China’s economy slows the
government is going to encourage more people to start their own
business, so we may see some
bubble forming in the industry,”
Chou at Deloitte says.
But Birtwhistle at PwC does
not think this is necessarily a bad
thing. “In the early days, inherent of any type of market going
through that type of growth you
are going to see industry shakeout and consolidation,” he says.
Zarrella agrees, pointing out that
start-ups are always fraught with
risk.

Stepping out of
the shadow

Meanwhile, a shift is taking place
in the way multinational companies view China. Birtwhistle
explains that around four years

ago multinational companies
started to recognize that they
needed an “in China for China”
strategy. But he says another shift
is now occurring as these companies realize China is leading in
many Internet areas, particularly
business models at the intersection
of social, mobile and e-commerce.

big names such as Dyson, Apple
and Axa all setting up research
and development offices there.
“In the past people would go to
the U.S. for ideas and then fly
back, but now people are getting
ideas from the Chinese and people
are putting them into their own
markets,” Zarrella says.

“They see what
their competitors
are doing, match
that, and then
do something
different literally
on a weekly
basis.”

Intense competition

As a result, companies are
moving their global innovation
hubs for digital and e-commerce
out to China. “We are seeing
companies pivoting to what we
would call a ‘China for the world’
strategy, where they build their
innovation hubs here, launch new
products and services in China,
and then export those business
models back to international
markets,” he says.
There are more than 1,500
innovation facilities in China
operated by multinationals, with

Innovation in China is being
continuously spurred on by
intense competition. “I have
worked in 20 different markets
and China is the most competitive
in the world in the Internet sector.
Innovation and radical change
is part of daily competitive life
there,” Birtwhistle says. “They
see what their competitors are
doing, match that, and then do
something different literally on
a weekly basis. This competition
spurns lots and lots of innovative
business models.”
But while the Chinese start-up
sector may no longer lag that of
Silicon Valley, Zarrella thinks
it is wrong to think of the two
places as being in a head-to-head
competition. “It is not rivalry, it
is a good thing. If you look at all
the stuff the world has got to do,
you can’t put the load on just one
country,” he says. “It is
not a competition, it just
raises the game.”
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Conference on Business Ethics for Listed Companies

上 市 公 司 商 業 道 德 會 議

Corporate Governance: Compliance and Beyond

企業管治：符規以外
Professional accountants provide invaluable advice to senior management of listed companies on
corporate governance and act as guardians watching out for malpractices and non-compliance
with legal and regulatory requirements. They shall act in the public interest and comply with the
fundamental principles of integrity, objectivity, professional competence and due care, confidentiality
and professional behaviour when performing their duties. Accountants who perform their guardian
role well are able to spot the red flags, blow the whistle and guide companies to maintain sound risk
management and control systems to prevent corruption and related malpractices.
To help professionals acquaint with their role as corporate guardians and the evolving regulatory
regime of corporate governance, the Hong Kong Business Ethics Development Centre of the ICAC,
together with the Hong Kong Institute of Certified Public Accountants (HKICPA) and 17 other coorganisers, will hold the Conference on Business Ethics for Listed Companies 2017 – Corporate
Governance: Compliance and Beyond.

1 September 2017 (Friday)
9:00 am – 2:15 pm (including luncheon)
Hong Kong Convention and Exhibition Centre
Learn about the
legal & regulatory
requirements
on corporate
governance

Enhance your
role of ethical
leadership

Earn CPD
hours/points

Obtain ICAC’s
training package &
guide for
listed companies

Guest speakers include representatives from HKEX, SFC, ICAC, HKICPA and other
professional institutes. Please visit the Conference website www.hkbedc.icac.hk/lc
for details and online enrolment.

Enrolment closing date: 7 August 2017
Enquiry: (852) 2826 3288

J6498/17

Hong Kong Institute of CPAs

“Like” and recommend
us on Facebook
www.facebook.com/hkicpa.official
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DIGGING
DEEP INTO
BUSINESS
Management accounting is booming as more companies seek to
enhance their analysis and communication to drive better business
decisions. Andrew Harding, Chief Executive of Management
Accounting, at the Association of International Certified
Professional Accountants, explains to George W. Russell how the
newly formed organization is empowering accountants globally
with the tools and learning resources they need to enhance their
relevance and employability
Photography by Anthony Tung
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t took a trip into pitch darkness for
Andrew Harding to see the bright light
of management accounting. The Chief
Executive, Management Accounting, at the
Association of International Certified Professional Accountants was on a business
trip to South Africa when he was invited to
meet with finance leaders and executives
from a local platinum mine.
While at the mine, he met a management accountant whose role was to track
the efficiency of the shaft minute by minute
and to deliver real-time analysis.
To Harding, the South African
accountant was an example of the growing
importance of management accountants to
businesses around the world, including in
Hong Kong. “At one point, you could have
described management accountants as all
about cost management,” he says. “But it’s
about far more than that now.”
Management accounting, he adds, is
about driving value creation and value pres-

ervation in organizations. “If we look back
40 years, we’ll see that 80 percent of a business’ value was represented on its balance
sheet,” he says. “Today we see 20 percent of
value represented on the balance sheet.”
Increasingly, says Harding, business is
about far more than just financial results.
“We need to be accounting for – and measuring – both the tangible and intangible
assets of an organization in order to make
the right business decisions.”
Harding sees management accounting
as an exercise in problem solving. “Many
successful management accountants
started off as engineers and then moved
within the business to finance and
discovered that the problem solving that
they did as an engineer is very much
attuned to the kind of work they do as a
management accountant.” It might not
necessarily be a mineshaft, but, as he
notes, “Management accountants are
often times embedded directly within

other cross-functional business units. For
example, a management accountant could
be positioned within the marketing or HR
business units to help that partner drive
maximum value.”
This process of analysis and decision
making, Harding explains, requires access
to the latest tools, insights and research to
support continuous learning. That, he says,
is where the Association of International
Certified Professional Accountants,
formed last year, can help.

Historic specialty

On a recent visit to Hong Kong, Harding
notes that good CPAs – with their “inquisitiveness, integrity and critical thinking”
– also tend to make good management
accountants.
Management accounting first emerged
in the United Kingdom about a century
ago. “A lot of the work we’ve done was
originally started by what is now known
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as Unilever, which wanted a new discipline
of accounting working inside the business.”
Lever Brothers had employed a form of cost
accounting since the 1880s and codified
the system in the second decade of the 20th
century. The Institute of Cost and Works
Accountants was established in 1919 which
later evolved to become Chartered Institute
of Management Accountants.
The most recent page of management
accounting history was turned in January,
with the launch of the Association of International Certified Professional Accountants,
a joint initiative between CIMA and the
American Institute of CPAs.
20 July 2017

The relationship between AICPA and
CIMA first began in 2011 when the two
organizations formed a joint venture to
elevate the role of management accounting globally. In 2012, they introduced the
Chartered Global Management Accountant
designation to distinguish those professionals who had reached the required quality and
competence. Today, CGMA is a widely held
management accounting designation in the
world with more than 150,000 designees.
Expanding on this success, members of
both organizations formed the new association to advance the accounting profession
globally. CIMA and AICPA remain as

“A lot of the work we’ve
done was originally
started by what is now
known as Unilever, which
wanted a new discipline
of accounting working
inside the business.”
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member bodies supporting the U.S.
CPAs, CGMAs and other speciality
credentials.
“What we are doing with the new
association – which has more than
650,000 members and students around
the world – is driving relevance and
opportunity for the accounting profession. This includes making management accounting a genuinely global
profession,” says Harding.
Hong Kong accountants traditionally obtain a CPA designation first,
then go into business and then go into
management accounting, he adds. “It’s
not necessarily an easy step to make,”
says Harding. “The environment is
very different, the ways of working are
very different, and what’s required is
very different.”

New horizons
Andrew Harding
joined the Chartered
Institute of Management
Accountants as
executive director for
global markets in 2009,
and became managing
director in 2011.

Harding, a Londoner who began his
career as an audit junior at what is
now Deloitte, had an extensive career
as an accountant before he found his
true calling in professional accounting
bodies. He joined CIMA in 2009 as
executive director for global markets
and was appointed managing director
in 2011. Last year, he was named chief
executive of management accounting
for the new association.
“I started my career with an economics and MBA degree,” Harding, a
University of Bristol graduate, recalls.
“When I qualified I began working in
training and development for the firm
I was with. I wanted to help people
and businesses to succeed.” He later
obtained a master’s degree in business
administration from Henley Management College.
Harding’s passion for business
steered him towards the management
accounting profession. “Management

accounting is all about being inside the
business,” he says. “It’s about finding
data and using that data to make the
right decisions for that business going
forward.”
Moreover, while at CIMA, Harding saw the potential of the rapidly
expanding needs of the China market.
He became a frequent visitor to the
Mainland and served as non-executive
chairman of GTS Chemicals, a Chinese
company listed in London, from 2014
to 2016. “In terms of the opportunities
for management accountants here in
this region, I think they’re fantastic.”
It helps that the government has
thrown its weight behind improving
the country’s management accounting
practices. “We see China’s Ministry of
Finance driving programmes to ensure
that state-owned enterprises and wider
Chinese business have good management accounting,” he says. “They see
that as essential to being competitive in
the global economy.”
The association has recently been
running a joint programme with
the Shanghai National Accounting
Institute. “That involves inviting chief
financial officers from state-owned
enterprises, giving them a really deep
immersion into management accounting, and they come out of that with
their CGMA qualification.”
The achievements of the programme are palpable, he adds. “Last
December I was sitting next to one of
our members who came through the
top CFO programme and I asked how
the last year had been. He said: “Really
busy. My company has just bought
the holiday and leisure company Club
Med and Wolverhampton Wanderers
football club.”
Harding says there are many similar, if lower-profile, success stories.
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“You hear the most amazing stories
about what they’re doing,” he says. “We
have some talented people who have
been through our programme. They’re
doing big deals and we’re seeing some
dynamic young management accountants really grasping the opportunities.”

Onward and upward

Harding believes lifelong education is
essential to maintain that dynamism.
“Skill learning is a constant for us and
continuous professional development
isn’t just a burden and a requirement,”
he says. “It’s an absolute necessity that
individuals have the skills to remain
relevant.”
22 July 2017

Management accounting does not
have its own standards but its principles have been codified since 2014,
when CIMA and AICPA developed
and launched the Global Management
Accounting Principles. Also known as
the GMAPs, these principles set a universal standard of quality for management accounting. They were designed
from feedback from employers worldwide to help management accountants
and their employers understand knowledge requirements and assess skills.
“What those principles were able to
do for the first time was to set down what
‘good’ looks like,” says Harding. “We
developed those through working with

about 3,000 businesses and individuals
across the world talking to them about
what they did and what they needed.”
Harding says the GMAPs provide
the foundation for the CGMA Competency Framework. This assessment
tool defines and articulates the specific
competencies required of management
accountants and helps support their role
as a trusted steward of the business.
“Management accounting does involve
developing efficiencies so things can
be managed day-to-day, but far more
it’s about looking into the future and
advising on the big strategic decisions
that will affect the future success of an
organization.”
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“We’re seeing, like in
any business or any
discipline, things
developing and probably
changing faster now
than ever before.”

Londoner Harding holds
an economics degree
from the University of
Bristol, and an MBA from
Henley Management
College.

The swiftness of modern commerce
and finance is a particular challenge,
says Harding. “We’re seeing, like in any
business or any discipline, things developing and probably changing faster now
than ever before,” he says. “What we’re
able to do through our membership is get
the input from individuals, explore the
way they work, the results they achieve,
and build a picture of what ‘good’ looks
like in any point in time.”
Harding sees data as a particular challenge. “Two years ago the conversations
were all about big data – now they’re
about data science and the skills that you
need to interpret that data. If you think
about data, most businesses say they have

too much of it and they’re swamped.”
He envisages management accounting
evolving towards deeper data analysis.
“It’s about how to make sense of all
that data,” he says. “Which parts are
irrelevant, which parts are critical,
and how can that be condensed,
communicated and used effectively?”
Closer to home, Harding sees China’s
Belt and Road initiative as a catalyst to
further develop management accounting.
“That’s going to be a huge opportunity
and if Hong Kong is going to fulfil its
potential, then it’s got to be best in class
when measured alongside New
York, London, and other great
financial centres.”

In June 2016,
the Association
of International
Certified
Professional
Accountants was
formed as part of
a joint initiative
between the
Chartered Institute
of Management
Accountants and
the American
Institute of CPAs.
AICPA and CIMA
began a joint venture
in 2011 to develop
and promote the
Chartered Global
Management
Accountant (CGMA)
designation,
launched in 2012.
July 2017 23

How to...

aplus

Lai Fu Kuen
The Director of Link-Pro CPA looks at
how cloud accounting can help take
business to the next level for smalland medium-sized entities

…utilize big data in
small businesses

M

y company was invited to
participate in SmartHK,
an exciting event held
in Fuzhou from 24 to 26 May. We
were deeply honoured to share our
thoughts on how to properly use big
data as a new business strategy to
help entities of various sizes thrive
in a highly competitive environment.
As accountants, we focused
on the topics of cloud accounting
techniques and how it could benefit
start-ups and small- and mediumsized entities in the most efficient
way when it comes to financial
management. We demonstrated the
idea behind “cloud accounting,”
which means bringing all company
financials together in one place and
making them available anytime,
anywhere and on any Internetconnected device. We constantly
see the need to help make financial
management easier and more costeffective for our clients, especially
entities with limited financial
resources. Cloud accounting software is simple to use and provides a
crucial at-a-glance picture of a company’s financial position, and saves
both time and money.
The “big data” tailored for your
entity is collected automatically
while using cloud accounting programs. For instance, the software
allows you to quickly generate
reports that can help you identify
trends or potential weak spots, giving you key business insights that
empower you to take control of
finances and improve operational
efficiency and effectiveness. Furthermore, when you store and work
on your accounts in the cloud, you

can integrate your financial management system with a range of other
business “add-ons” or apps to transform the way you work and get more
out of your data, helping to take
your business to the next level.
The relationship between big data
and cloud computing is strong. One
of the highlighted features of cloud
computing is the smart use of a bank
reconciliation. Every time you use
online banking to access data, you’re
using the cloud, a platform that
makes data and software accessible
online anytime, anywhere, from any
device with an Internet connection.
Your hardware is no longer the
central hub.
This process is the collection of
your own big data. Every financial
data you input and store in the cloud
could be used to forecast revenue,
optimize cost efficiency as well as
lead to quicker collection cycles.
Business owners would improve
their operation because the big
data provides them with accurate
information to make better financial
and non-financial decisions. This is
especially beneficial for companies
that are growing bigger and more
complex as big data can help with
the handling of multi-currency and
multi-company transactions.
This cloud accounting solution
has pushed for more collaboration
between accountants and small- and
medium-sized business owners. A
simple flow of information is driven
by the plethora of shared platforms,
add-on tools and technology that are
being released quickly.
We can clearly see successful
cases around cloud-based accounting

companies, such as Tokyo’s cloudbased accounting start-up Freee,
which has been the dominant
accounting software player in Japan
for many years. It has been backed
by several key initiatives introduced
by the Japanese government, such as
the launch of e-Gov API (application
program interface) and the national
identification number system. Freee
also helps small businesses generate
tax reports in a few clicks for tax
submissions to authorities. Automation is made possible because the
company is integrated with over
1,600 banks in Japan. These revolutionary changes will accelerate the
implementation of cloud-based systems in many business applications,
and thereby encourage many SMEs
to focus on cloud-based services for
businesses.
Automation won’t eliminate
accountants. It frees them up to give
better advice. It’s also streamlining
business relationships – the more
you speak to your clients, the more
opportunity there is to get more
business. An improved communication helps boost the quality of conversations about key business activities between small business owners
and accountants.
The accounting profession is
seeing a global evolution in which
cloud accounting, as the new business strategy, is playing a key role in
connecting offices around the world
to serve clients globally and help
businesses either enter or expand
new markets. It’s an exciting time to
see that cloud-based technology and
integrated workflows are changing
the work of CPAs.

“A simple flow of information is driven by the plethora of shared platforms,
add-on tools and technology that are being released quickly.”
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STEPS TOWARDS BEPS
International organizations have long waged a campaign against tax
base erosion and profit shifting. Hong Kong is part of the battlefront
and, as A Plus reports, multinational corporations will have to prepare
for BEPS requirements – by adapting to new rules or even by changing
their business models
Illustrations by Ester Zirilli

H

ong Kong last month edged closer
to the full implementation of
the Organization for Economic
Cooperation and Development and Group
of 20’s Base Erosion and Profit Shifting
Package, known as BEPS, which is designed
to eliminate taxation avoidance strategies
that artificially shift profits to low or no-tax
locations.
The Inland Revenue (Amendment) (No. 2)
Ordinance 2017 was gazetted on 16 June and
came into effect on 1 July. Under the amendment, financial institutions will automatically
report taxpayer information to the Inland Revenue Department under a sharing agreement
with 75 other jurisdictions.
Then outgoing Secretary for Financial
Services and the Treasury K.C. Chan said the
amendment was part of Hong Kong’s commitment “to enhancing tax transparency and
combating cross-border tax evasion” with the
67 other signatories to the OECD Multilateral
Convention to Implement Tax Treaty Related
Measures to Prevent BEPS.
On 7 June, Chinese officials – acting on
Hong Kong’s behalf – signed the convention,
which is also referred to as Action 14, and

26 July 2017

which forms the basis for negotiating changes
to tax treaties to address cross-border dispute
resolution and improve mutual agreement
procedures.
The treaty is one of Hong Kong’s four
“actions” to implement BEPS. The others
include countering harmful tax practices
(Action 5); preventing treaty abuse (Action 6);
and imposing country-by-country reporting
requirements (Action 13). “Hong Kong is
making good progress in implementing its
commitments,” says Pascal Saint-Amans,
Director of the OECD Centre for Tax Policy
and Administration in Paris.
The Hong Kong government is moving
rapidly to fulfil the remaining commitments.
As well as the amendment ordinance on
exchange of information, it will amend future
comprehensive double taxation agreements,
and introduce country-by-country reporting
rules for accounting periods beginning on or
after 1 January 2018.
Rewriting Hong Kong legislation will also
require amendments to transfer pricing language in the Inland Revenue Ordinance. Companies have long exploited transfer pricing –
setting prices of goods and services among

divisions within an enterprise – to avoid tax.
“The timetable for implementing the BEPS
package is very tight,” Inland Revenue Commissioner Richard Wong told the Legislative
Council in February.
Although BEPS has been in the works
since 2012, some tax experts fear Hong Kong
is unready. “Since Hong Kong has not had
transfer pricing documentation requirements,
or random tax audits, in the past, in general
Hong Kong taxpayers are less prepared for
BEPS,” says Philip Wong, International Tax
Services Partner at Deloitte and a Hong Kong
Institute of CPAs member.

High level scrutiny
BEPS is an internationally led development
that is forcing a rethink of Hong Kong’s
simple, low-tax regime. “Low tax rates should
not be the only way for Hong Kong to stay
competitive,” observes PwC Hong Kong Tax
Partner Agnes Wong, an Institute member.
Such challenges helped prompt the government to announce the establishment of a Tax
Policy Unit under the 2017-2018 budget to
cope with a transforming economy. Hong
Kong, says PwC Hong Kong Tax Partner
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Jeremy Choi, needs to formulate a more
diversified and effective tax policy.
“It’s a right direction for the government to set up the Tax Policy Unit,” says
Choi, also an Institute member. “However,
the unit needs to have the right focus, roles
and composition to make it effective.”
Participation from the business sector,
as well as from finance and accounting
professionals, is crucial to the formulation
of tax policies that would help boost economic growth, Choi adds. “Furthermore, it
also requires cross-departmental coordination and liaison for timely, effective and
consistent implementation.”
One task for the unit will be to examine
Hong Kong’s transfer pricing policies for
multinational enterprises. After all, most
of the BEPS compliance burden is likely to
fall on corporations that operate in multiple
tax jurisdictions.
“They’re aiming to target large enterprises,” says Wong at Deloitte. “The main
impact will likely be on those multinational enterprises that have aggressive
tax planning or complex transfer pricing
arrangements without proper transfer
pricing policy. They will probably need to
take a holistic review of their existing tax
arrangements to identify the risk areas and
take appropriate actions.”
Under the BEPS system, the countryby-country report will indicate the level
of revenue, profits and tax paid for each
jurisdiction in which a multinational
enterprise operates. This would apply to
multinational enterprises with annual
consolidated group revenue of €750 million (HK$6.8 billion) or more, which is the
OECD’s recommended threshold.
“We plan to require relevant multinational enterprises to gather the information

from 2018 onwards and file their first
country-by-country reports to the IRD
in 2019, so as to tie in with the OECD’s
global review in 2020,” says Wong, the tax
commissioner. The country-by-country
reports would be filed within 12 months
from the last day of the fiscal year and
failure to submit could result in a fine of
up to HK$100,000 under the consultation
proposals.

Models up for grabs
For global corporations around the world,
BEPS is likely to affect far more than
tax, according to Brett Weaver, Partner,
International Tax, and Partner in Charge
of Value Management at KPMG. He says
BEPS is one of the key factors driving
companies to think about different
operating models.

“Low tax rates
should not be
the only way for
Hong Kong to stay
competitive.”
“BEPS is really going after perceived
abuse of multinationals not paying their fair
share of tax,” says Weaver, an American
Institute of CPAs member. “And BEPS’s
focus is to cause companies to recognize
profits where they actually add value.”
How financial professionals can
help their clients, says Weaver, is to
find “where the value is and building an
operating model, and putting a tax wrapper
around all of that to really optimize the
efficiency,” noting that companies with
end-to-end supply chains are going to

be heavily impacted. “As are companies
that are heavily reliant on intellectual
property,” he adds.
Changing the operating model to
accommodate BEPS might require new
or additional information technology, or
prompt a rethink of outsourcing and supplier relationships as well as consideration
of political and cultural environments,
Weaver’s team noted in a June report,
The BEPS ripple effect: Multinationals
are re-evaluating how and where they do
business.
The burden for smaller companies
remains to be seen. Responses to the government consultation have urged that the
threshold at which companies must prepare
a master file – a high-level overview of
the group’s global business operations and
transfer-pricing policies – and a local file –
detailing trade or businesses in Hong Kong
and transactions with associated enterprises – should not be set too low.
Under the government’s consultations
an exemption from preparing a master file
and local file would apply if an enterprise
meets two of the following three conditions: (a) total annual revenue of not more
than HK$100 million; (b) total assets of
not more than HK$100 million; and (c) no
more than 100 employees. “The proposed
thresholds could be unduly burdensome,”
Peter Tisman, the Institute’s Director,
Advocacy and Practice Development,
wrote in response to the government’s call
for comment.
Moreover, Tisman pointed out, size –
whether revenue, assets or employees –
is not necessarily the most appropriate
aspect. The Institute recommended
thresholds should be linked primarily to
the level of cross-border related-party
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“There could be entities with a turnover
of over HK$100 million and over 100
employees, whose cross-border related
transactions might be insignificant.”

transactions carried out. “There
could be entities with a turnover
of over HK$100 million and over
100 employees, whose crossborder related transactions might
be insignificant,” Tisman noted.

Clearer visibility
The OECD has welcomed Hong
Kong’s response and consultation process. “Hong Kong is an
important financial centre and
we are glad that the Hong Kong
authorities are fully committed
and involved in our work,” says
Saint-Amans at the OECD Centre
for Tax Policy and Administration.
“Hong Kong is making good
progress in implementing its
commitment,” he adds, noting:
“It is largely compliant as per the
[Global Forum on Transparency
and Exchange of Information for
Tax Purposes] review and has
signed the multilateral instrument
to bring its treaties up to date.
Legislation is being passed for
country by country reporting and
potentially harmful regimes are
being identified.”
One aspect for companies
to consider under BEPS is a
higher profile when it comes to
tax. “Individual and corporate

taxpayers may need to consider
what… under the [automatic
exchange of information],
whereby their financial and crossborder corporate and transfer
pricing profiles would become
more transparent and accessible
by tax authorities, would impact
on them,” Ian McNeill, Managing
Partner, Tax, Asia-Pacific, at EY
in Hong Kong noted in a recent
client briefing.
Greater international scrutiny
of tax rates – such as through
BEPS – is expected to cause a
narrowing of disparities between
and within regions and is likely to
reduce the need for “tax havens”
or “tax treaty shopping hubs.”
Saint-Amans noted that the 67
countries that signed the OECD
multilateral convention on 7 June
included almost all the countries
used for treaty shopping purposes. “Mauritius hesitated until
6 July, while Barbados and the
United Arab Emirates indicated
that they would sign later.”
It is not yet clear how tax
regimes will be differentiated in
the post-BEPS era for economies
that have traditionally competed
for investment, such as Hong
Kong and Singapore. “Both are

key Asia-Pacific players to attract
headquarters and financial activities,” says Saint-Amans. “They
are obviously in competition and
rightfully very sensitive to the
level playing field.”
Wong at Deloitte says both
cities will need to balance the
incoming BEPS obligations
with their traditionally businessfavourable regimes to attract foreign investments. “Conceptually,
they have both developed their
taxation system to foster foreign
investment as international hubs.”
He says that to remain commercially competitive, both
governments will try to ensure
that any review of their domestic
tax regime and transfer-pricing
framework would not damage
their commercial attractiveness.
“Hence we expect that neither
jurisdiction will alter its taxation
system fundamentally as a result
of BEPS,” says Wong.
Saint-Amans says that as a
sovereign nation, Singapore is
“more agile and often more finetuned to what is going on in the
G20 and other similar bodies. Our
job is to make sure that the
playing field is levelled in
spite of these differences.”

The Base Erosion
and Profit Shifting
Package is a
global effort by
the Organization
for Economic
Cooperation and
Development and
the Group of 20
that is designed
to eliminate
tax avoidance
strategies that
shift profits to low
or no-tax locations
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Success ingredient
John Yang

CULINARY
SUCCESS
Tsui Wah, which celebrates its 50th anniversary
this year, is seen as Hong Kong’s definitive fast
food joint. But to sustain that messaging in China’s
competitive restaurant market is no easy task.
John Yang, Chief Financial Officer of Tsui Wah
Holdings, tells Jemelyn Yadao about the cha chaan
teng’s expansion and life as a super-multitasker
Photography by Anthony Tung
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very lunch break involved
heading to Central’s Wellington
Street and ordering a signature
dish from Tsui Wah for John Yang,
then a junior auditor. Nowadays, he
is helping the Hong Kong-listed cha
chaan teng ensure the quality of its
beloved basics, such as crispy bun with
sweet condensed milk and beef brisket
curry, is even better than it was back
when he was a young diner.
“We need to use the same ingredients in all restaurants. We can’t
pretend,” says Yang, Chief Financial
Officer of Tsui Wah Holdings. “For example, we use sea salt, which is healthier but costs more than normal salt, and
we use cooking oil from Holland, which
is more than double the price of other
oils. For food costs, the rule is not to
compromise on the quality.”
Like most CFOs, Yang, a member
of the Hong Kong Institute of CPAs, is
32 July 2017

focused on financial analysis and balancing growth with profitability. But
unlike most, for the past three years
until now, Yang has had to do the numbers work at night, and put on his chief
executive officer-hat during the day.
In 2014, two years after he joined
Tsui Wah as CFO, he was appointed
CEO (Mainland China) yet still kept
his finance role. “Those years were
tough – 70 percent of my time was
focused on China, and 30 percent on
Hong Kong – but I learned a lot,” he
recalls. “It was two-shift work – All
the PRC restaurants are open in the
daytime, so I had to monitor the operations, deal with suppliers and contractors, because we had new branches
opening. At night-time, I went back to
the financials.”
With the appointment of a new
group CEO this year, Yang is back to
being a CFO entirely, allowing him
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to focus on navigating future projects,
including mergers and acquisitions.
Having experienced such an unusual
working arrangement, Yang says that
differences between a CFO and a CEO
are clearer than ever.
“A CFO role is more conservative,
a CEO role is more aggressive and
involves taking more risks. But I learned
that the differences are more than
that, and I had to struggle with these
differences,” he says. “While a CFO’s
financial background can help a CFO
become a CEO, the difference is the
business itself and it takes time to learn
an industry – three years, according to
Chinese people. Managing people and
stocks is an art.”

Shanghai springboard

Yang, fluent in Putonghua, worked in
Shanghai as the company’s Mainland
CEO from 2014 to 2016, tasked with
expanding the Hong Kong restaurant’s
network in the country to increase
market penetration. However, amid
the Chinese government’s austerity
and anti-corruption campaigns and the
country’s economic slowdown, Tsui
Wah was seeing a changing, competitive
landscape.
“At that time, we saw tenants going
for more restaurants, and less retail
stores. When I joined the group, less
than 20 percent of a mall was operated
by restaurants. Now, it is around 50
percent,” says Yang. “The competition
had changed, and I had to manage
that change. I had to control costs and
achieve growth and profit goals. If I took
an aggressive approach, the expenditure
would get worse.”

Tsui Wah chose eastern China as its
springboard for growth before moving to
southern China, which was an unusual
strategy at the time, Yang notes. “Other
operators would start from southern
China, then Shanghai, but our board
members and chairman had studied the
China market carefully. We started in
Shanghai because it was the city that
was most similar to Hong Kong at the
time, and the cha chaan teng is unique to
Hong Kong. It also easily accepts foreign
things, such as our fusion cuisine,” Yang
explains.

cities,” he says. “After expansion to
Wuhan, we started our expansion in
Guangzhou and Shenzhen as we saw
an improved market even though the
competition is fierce. Last year, we
opened in Nanjing and Wuxi.”

Growth challenges

The chain raised the price of most of
its menu items by HK$1-3 in February.
This came amid a tough restaurant
environment, says Yang.
“Most of our restaurants have not
changed prices for more than one year,
but the major cost to us now is labour
costs, which keep increasing and prices
“A CFO role is more
need to change to reflect labour costs.
conservative, a
Other operators are facing similar issues,” he says, adding that the company
CEO role is more
continues to strictly minimize or control
aggressive and
other costs. “In previous years, China
used to have an advantage with lower lainvolves taking
bour costs. But costs have been increasing by around 10 percent yearly.”
more risks.”
Despite the challenges, Yang is more
Tsui Wah has gone from having four
mindful about the company’s next stage
branches in the tier-one city in 2012 to 21 of growth and the need to meet rising
in China today. “It was a good place to
consumer standards.“When those big
build the brand,” says Yang. Shanghai is food safety scandals in the Mainland
home to the company’s central kitchen,
happened, it was easy for Hong Kong
which supplies cities around the delta,
companies, which tend to be more cauhe adds.
tious, to expand their business there.
Mall landlords then invited Tsui Wah But now the value of food safety and
to open new shops in the second-tier
branding has picked up among Chinese
city of Wuhan – a place for first-class
companies. They’re reaching higher
opportunities, as Yang discovered.
standards. So we need new ways to at“When it opened, it made biggertract people,” he says.
than-we-expected profits. Second-tier
One way to scale up is the use of more
consumers had easily accepted our
technology. “We’re at a stage where we
brand. We assumed that we would just
enjoy strong brand recognition, but we
break even and use the shop to train
need to invest more capital into certain
people before we moved to the coastal
areas – such as our central kitchen,
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“The group founders didn’t know much
about the capital market so I was
responsible for talking with investors
and working with a team of different
professionals to get the company listed.”

me. The group founders didn’t
know much about the capital
market so I was responsible
for talking with investors and
working with a team of different
professionals to get the company
listed,” he says.
Yang’s previous work experience in China made him the right
fit for steering the restaurant’s
expansion across the border. Before joining the food and beverage industry, the City University
of Hong Kong graduate worked
at KPMG for over a decade as an
auditor – eight years in the Hong
Kong office, and three years in
Beijing. He values how partners
and seniors at the firm constantly taught and challenged him. “If
no one challenges you, you can’t
progress,” he says. “Junior staff
learn so much in three years at a
Big Four.”
After getting his HKICPA
qualification, Yang took the Chinese Institute of Certified Public
Accountants exam in China.
Path to progress
“Hong Kong people cannot
In 2012, Yang helped Tsui Wah
sign the local financial reports.
become Hong Kong’s only publicly listed cha chaan teng. “This Even though I knew I could do it
was the most memorable time for myself, I needed to ask someone
information technology systems
and skills training – as there is a
higher threshold rate of return,”
he says.
The company is currently
enhancing the functions of its
central kitchen, says Yang,
which he refers to as its “secret
recipe place.” “It’s a mix of automation and manual handling,”
he explains. “We rely heavily on
the research and development
team to make sure all products
that come out are of consistent
quality.”
Yang firmly believes that the
secret to success is persistent
and steady growth. “Different
operators have different views,
but we’ve been very consistent
for the last 50 years and now
we’re in people’s minds. I would
say that it’s more difficult for a
fast-growing company in China’s
dining industry to persist but we
are doing our best.”

else to sign it so I was determined to take the exam.”
In 2011, he decided to return
home to be with his family, and
received a job offer from a Hong
Kong restaurant group that was
looking to get listed but the plan
was suspended. A month later,
an interesting visitor came into
his office. “The job opening at
Tsui Wah was referred to me by
my previous boss, Mr. Chan,
then the Tsui Wah CEO came
to my office and interviewed
me. They are very open. It was
funny,” he says. “After doing
well in the second interview with
Tsui Wah Chairman Mr. Lee, I
decided to move to this group.”
Yang is still shocked that
he’s working for his favourite
lunch spot. “I really treasure this
brand. To some locals, it represents the place to eat after a night
out in Lan Kwai Fong, to others
it’s a place for the family to get
together,” he says. “To me, it’s a
mixed-baby – some food is Western, some is Asian. It represents
Hong Kong as a new
Chinese experience and
Chinese pride.”

Tsui Wah started in
Mong Kok in 1967
as an “ice cafe” or
bing sutt, which
offers a more limited
selection of food than
a cha chaan teng. It
now has 64 outlets in
Hong Kong, Mainland
China and Macau. It
plans to have a 130
eateries by 2022,
according to
The Standard.
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BEATING
BACK
THE CLOCK
With Thai boxing becoming such a prevalent
sport in Hong Kong, Julian Hwang talks to
Institute members to find out why it has
quickly become their go-to workout
Photography by Anthony Tung

I

n a room lain with clean floor mats,
polished mirrors and an unobstructed
view of Kwun Tong’s commercial
district, Kato Chu stands proudly among
the hefty punching bags of The Corner –
Muay Thai and fitness gym.
“I’ve always loved sports since I
was young,” says Chu, the Director and
Assistant Trainer at The Corner. Basketball
was among her favourite sports, but finding
enough players at a short notice became
increasingly difficult. “I found myself
losing interest in team sports because of
this, so I wanted to find a sport that can be
done alone.” That’s when she discovered
Muay Thai.
For members of the Hong Kong Institute
of CPAs like Chu, Thai boxing isn’t just a
fighting technique popularized by mainstream media. Rather, it’s a disciplined recreational sport that combines an excellent
full-body workout.
While attending university in the
United States, Chu and her brother became
members at a gym. It just so happened that
the gym had a partnership with another gym
in Hong Kong, so when Chu returned during
summer break, she went to workout at the

gym thanks to her membership privileges.
One day, Chu noticed the staff setting up a
boxing ring in the centre of the gym and she
felt a sudden spike of inspiration. “I pictured
myself in the ring fighting,” recalls Chu, “It
was a really cool idea, so I went online to see
if there were any boxing classes that were
suitable for women.”
Chu discovered a Thai boxing gym in
Causeway Bay that offered beginner lessons
and became hooked on the sport. “It was
there that I met the people and friends who
would eventually become business partners
here at The Corner,” says Chu. “I’ve known
them for about seven years now.”
In 2016, Chu and her friend found that
many women around them were interested
in Thai boxing, but were hesitant about taking it up. “There were concerns that boxing
was a guy only sport, that boxing gyms
were mostly unsanitary and filled with rude
people, or out of fear of embarrassment
because they were new,” explains Chu.
They began renting studios to teach
classes, and although it started out small
through word-of-mouth, they were
eventually overwhelmed by the amount of
interested participants. “I didn’t think there
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would be so many people, so we decided
that opening our own gym would be a
good idea.”
Chu received her official certificate
to teach Muay Thai this year, and with a
name inspired by the corners of a boxing
ring, The Corner first opened its doors in
May. Chu currently takes on a part-time
trainer role while also doing accounting
work for a U.S.-listed information
technology company.
When asked about her training routine, Chu insists that adequate stretching
is essential to avoiding injury. “Then I
shadowbox to warm up and to make sure
that my stance is correct,” says Chu.
Afterwards, it’s a rotation between
punching bags and a one-on-one session
with the Muay Thai trainers. “If you
decide to spar as part of your training,
make sure you respect your sparring
partner – especially if you are stronger
than them,” advises Chu. “You are there
to train yourself, not to try and beat someone until they can’t get back up.”

Friendly bouts

During the summer of 2015, Quin Tang,
Audit Manager at Grant Thornton
Hong Kong, craved exercise. “Being an
accountant, we spend a lot of our time
sitting down,” explains Tang, who is also
an Institute member. “I wanted a full
body workout that could be completed
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relatively quickly, so I started researching
what kind of options I had.”
However, after several visits, she
noticed that the gym wasn’t quite to
her liking. The gym held the name of a
famous Hong Kong Muay Thai master,
who had multiple pupils running gyms
under his name. As a result, the gym was
often packed with eager students. “With
so many people there and not enough
trainers, we didn’t have a very in-depth
training experience and spent most of the
time with punching bags,” recalls Tang.
The lack of one-on-one sessions also
meant that Tang and her friends weren’t
too certain if their postures and stances
were correct.
Towards May of this year, Tang and
her friends moved to their current gym,
Fantasy Muay Thai. They became much
happier with their lessons in their new
environment. Tang’s normal routine
involves 15 minute rotations from
sandbags to one-on-one sessions with the
trainers, repeated several times. “It can
get a little tiring at times because there’s
no breaks, but I feel that the experience
is much more rewarding compared to the
previous gym,” explains Tang.
On top of an extensive workout,
Tang also finds Thai boxing to be ideal
for building confidence and beating
back work-related stress. “You feel
better about yourself after working out

“You feel better about
yourself after working
out and become more
motivated to work.”
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Quin Tang finds Thai
boxing to be ideal for
building confidence
and beating back
work-related stress

and become more motivated to work,”
describes Tang. Additionally, because
of the close proximity of the gym to her
office, Tang and her colleagues can often
enjoy a workout during lunch or afterhours. “This gym’s primary clientele is for
office workers like us, and because training
only takes about an hour, we can workout
during lunch break and still make it back in
time for work,” says Tang.
For members interested in picking up
the sport, Tang recommends following
the examples set by the trainers carefully.
“You’ll learn the proper way to hit and kick,

such as keeping your limbs slightly curved
and not fully stretched out to prevent selfinjury,” explains Tang.
Thai boxing is also a sport that
requires perseverance. As a result, Tang
enjoys tagging along with her friends or
colleagues when working out, not just
because they enjoy the sport too, but
because friends can also be a great source
of support and motivation.

Motivating strikes

Tayyeb Mohamed, Senior Consultant at
EY for International Tax Services and

Transfer Pricing, wanted a good workout,
but dislikes exercising at regular gyms.
“Working out at gyms became repetitive
and boring after a while,” explains Mohamed, who is also an Institute member.
So in 2016, Mohamed tagged along with
a friend to Fantasy Muay Thai for a trial
session. Mohamed will always remember
the thuds of a punching bag being stricken
echoing through the hallway. “At the time,
there were some really professional-looking people training there, and I was a bit
nervous about embarrassing myself in front
of them,” says Mohamed.
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Tayyeb Mohamed
improved his
practice of Thai
boxing and now
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“Boxing after work lets you punch away the
stress that you accumulate from work.”
Much to his relief, the trainers
and other participants were nonjudgmental, and on the contrary,
very welcoming. “The first thing
the trainer did was to ask me if
I had done Thai boxing before,”
recalls Mohamed. “They were very
professional and friendly, and did a
great job of showing me the ropes.”
Despite a shaky start, Mohamed
grew fond of the sport and found
himself improving quickly after
several more sessions. “I never
thought I would get into boxing, and
I started off going only once a week
because I wanted to test my limits,”
he explains. Soon, that became twice
a week, and eventually three times a
week – including both the weekends
and after work. “Boxing after work
lets you punch away the stress that

you accumulate from work,” jokes
Mohamed, “and it also helps you feel
refreshed and recharged for work the
next day.”
Thai boxing became Mohamed’s
motivation to workout, with his
routine consisting of a five minute
warm-up, followed by alternating
punching and kicking drills with a
punching bag, then a one-on-one
session with the trainer and more
drills filled with sit-ups and pushups. “It’s a really intense workout, I
think it burns about 1,000 calories
an hour,” says Mohamed.
When training, it’s important to
always wear the wrist wraps under
the boxing gloves and to also wear
ankle guards. Equipping the gear
correctly is imperative to avoiding injury, says Mohamed, and recalls the

time that he tried punching without
wearing wrist wraps which resulted
in a sprained wrist. Additionally, he
points out that relying on force alone
without the proper stance will also
lead to injury.
Although Mohamed’s friend has
since moved away to Australia, he
enjoys introducing the sport to his
colleagues and friends. There was
even a time when half of his team
from EY worked out alongside him,
but Mohamed finds exercising alone
equally enjoyable. “It’s not a sport for
everyone, but it’s a sport definitely
worth trying at least once,” recommends Mohamed. “Not everyone has
hours to spend at the gym to get a full
workout, so Thai boxing is a
really good alternative that
can be completed in an hour.”

Muay Thai is
known as the
Art of Eight
Limbs because
practitioners
have eight
different
methods to
strike, including
punches,
elbows, kicks
and knees
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Cybersecurity – starting with the basics
Ricky Liu explains six areas to consider for
an effective cybersecurity programme
The rapid digital transformation in the
Asia-Pacific region has been encouraging
businesses to bring more of their
services onto digital platforms. However,
this hyper-connected ecosystem of
businesses, service providers and
consumers also creates a larger surface
for cyber criminals to attack. Each
entity, device and application within
the ecosystem will have vulnerabilities
and can potentially be an entry point for
cybercriminals.
The cybersecurity ecosystem will
continue to expand as business and
technology evolve. For most organizations,
there are hundreds of vulnerabilities that
have to be protected, but a cyber attacker
would only need to successfully exploit
one to potentially compromise a system.
To navigate through the complex and
ever changing world of cybersecurity,
organizations need to take a holistic
approach to manage cybersecurity risks.
To successfully develop and maintain
an effective cybersecurity programme, we
propose six main areas for consideration.

Business alignment

The primary goal of information security
is to enable your organization to meet its
strategic objectives. Policies and controls
need to be meaningful. Enterprises
need to align themselves with these
goals by understanding the enterprise’s
risk appetite, its core assets (including
functions, processes, intangible and
tangible assets) and the risks that these
assets are exposed to.
A holistic approach must be taken when
identifying risks: consider all connections,
vendors, suppliers, outsourcing partners
and other business partners. Attackers
often use these external entities as
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indirect entry points in order to reach their
intended target. In 2014, the United State’s
second-largest discount retailer, Target,
was hacked. The attacker stole network
credentials from a third party (a heating,
ventilation and air conditioning provider)
before gaining access to Target’s system.
A system can never be risk-free and
organizations do not have a blank cheque
for cybersecurity costs. As such, a
cybersecurity programme is about making
businesses less of an easy target by
prioritizing risks and putting safeguards
and counter-measures in place within
resource limits. The total cost of control
should be less than the value of the asset
it is trying to protect; highest to lowest
levels of critical importance should be
established, based on risk exposure
against asset value, in order to avoid
spending thousands of dollars on fixing a
US$100 problem.

Resource

Cybersecurity is no longer just an IT issue,
but a business risk. Effective cybersecurity
requires ownership, accountability and
skilled leaders at a senior level to drive the
message out to the entire organization.
Knowledgeable professionals are
required to implement and maintain the
programme. As the current shortage of
cyber-experts continues, organizations
need to identify the skill gap and commit
to either developing the necessary skills
internally or finding the right resources
externally through third-party services.
Numerous global surveys have shown
that most businesses leaders recognize
the importance of cybersecurity. However,
many are still reluctant to improve
their security postures because they
believe the costs are prohibitive. While

cybersecurity will inevitably require
investment, the benefits will far outweigh
the potential damages. Not all risks are
created equal, so prioritizing assets and
risks plays an essential role in reducing
unnecessary costs.

Fortification

When defining controls, there is no
one-size-fits-all solution. Each industry
and enterprise has a unique risk profile.
The decision about which controls are
required needs to be driven by business
goals and a balance must be found
between integrity, confidentiality and
availability of data and systems.
Get the basics right first: start by
focusing on a subset of critical controls
that can be implemented, enforced and
monitored in an automated fashion with
the highest payoff.
For instance, details of new
vulnerabilities appear in the public domain
very quickly after discovery: exploit
databases, such as Exploit-Database
(hosted by Offensive Security) has
nearly 37,000 entries. This information is
available to anyone, including attackers.
Fortunately, vendors frequently release
fixes. To avoid a whole range of known
vulnerabilities, enterprises simply need
to stay “patched.” The challenge comes
when there are hundreds of devices and
applications to keep track of, and this is
when an automated patch-management
system becomes useful.
Recognized information-security
frameworks (such as the COBIT 5
ISO27000 series and NIST’s SP 800
series) can be used as a blueprint to
assist in defining the controls required
and building security programmes in a
structured and systematic way.
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Businesses are often reluctant to share
information about security incidents,
due to concerns about reputation
damage, attacker retribution and legal
ramifications. This thinking has to
change because in the realm of security,
organizations are always one or two steps
behind the criminals.
Symantec’s 2016 Internet Security
Threat Report identified that one new zeroday vulnerability was found every week
in 2015, and more than 430 million new
unique pieces of malware were discovered
in the same year.
As cybercriminals become more
collaborative, so should legitimate
enterprises. Better information-sharing
platforms will reduce the window of
opportunity for attackers to re-use
successful methods of attack on other
victims: promoting innovation is a cyberdefence (see diagram above).

cost is far more than that of being prepared
in the first place. Organizations need
tried-and-tested plans to detect, respond
to and recover from security incidents.
The consideration is not just a technical
one. It also involves business continuity,
reputation management, and legal and
regulatory management.
In 2015, TalkTalk, a telecommunications
provider based in the United Kingdom,
suffered a significant and sustained
cyberattack, during which the personal
and banking details of up to four million
customers were thought to have been
accessed. The attacker exploited SQL
injection vulnerability, a technique that had
been well known for over two decades and
for which fixes were available.
TalkTalk was fined £400,000 by the
U.K. Information Commissioner’s Office.
However, the financial damage extended
well beyond that: with the loss of 101,000
customers and a drop in its share price and
revenue, TalkTalk’s “exceptional costs”
totalled over US$50 million as the company
dealt with website restoration in addition to
the public affairs and legal costs.
When devising these essential plans,
organizations must not limit their thinking
to within their boundaries. External
relationships must be considered too.
For instance, what if a third-party
service provider is hacked and sensitive
information is stolen, or their ability to
provide services is disrupted? How will
your organization deal with that?

Preparedness

Testing and training

Developing a cybersecurity strategy
is not a one-off effort; it needs to evolve
within the ecosystem in which it exists.
An inherent risk assessment will help
your enterprise understand its risk profile
and expected maturity level for each area
assessed. The result can be compared with
an actual maturity assessment in order to
identify any gaps in maturity levels. Any
gaps identified should be used as a base to
create a roadmap to the desired maturity
levels.

Intelligence

Achieving 100 percent security is
impractical, as a determined and skilled
hacker will eventually compromise a
system to a certain extent. By the time a
breach happens it is already too late – the

No plan or control is going to survive
the constantly changing landscape of
cybersecurity. Every part of the security
programme needs to be periodically
tested, continuously monitored and

frequently updated.
Employees are always going to be
the weakest link in the security chain,
simply because human and system
interactions are inevitable and we cannot
control human behaviour as far as we can
automate systems and controls.
In the 2016 Cyber Security Intelligence
Index, IBM found that 60 percent of all
attacks were carried out by insiders. Of
these attacks, three-quarters involved
malicious intent, and one-quarter involved
inadvertent actors.
However, with appropriate human
resources procedures, continuous
awareness and technical training, users
can also become a great preventive and
detective mechanism, especially against
social engineering attacks, and help spot
unusual internal and external user activity.

Ricky Liu is
Senior Manager
of Risk Advisory
at BDO.
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Property investment versus trading
involving a change of intention
Patrick Kwong and Kathy Kun explain the highly
complicated matter of a recent tax dispute
The recent court case, CIR v. Perfekta
Enterprises Limited (HCIA 1/2016),
indicates that instead of arguing a sum
received by an original investor-owner
under a redevelopment agreement for
sales as a non-taxable capital receipt,
there could be an alternative argument
focusing on the cost side of the investorowner-turned trader.

Facts of the case

The taxpayer had owned and used an
old factory building (the land) for its toy
manufacturing business for a long period
of time from 1977 to 1994.
On 30 July 1994, the taxpayer and a
developer entered into a redevelopment
agreement for the redevelopment of the
land into a new composite industrial or
office building for sale purposes.
In addition to making an initial payment
of HK$165 million (the initial payment) to
the taxpayer, under the redevelopment
agreement the developer was also
responsible for paying the land premium
of HK$61 million to the government
and the construction costs of the said
redevelopment. The developer was
however entitled to first recoup the land
premium and construction costs paid
from the sale proceeds of the redeveloped
composite industrial or office building
before the taxpayer and the developer
could share the net profit of the said
redevelopment on a 50:50 basis.
On 14 November 1994, the taxpayer
transferred the land to its subsidiary at
a consideration of HK$314 million. On 24
November 1994, the subsidiary and the
developer entered into a new agreement.
Presumably, the new agreement was to
allow the subsidiary to step into the shoes
of the taxpayer as regards the rights and
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obligations of the taxpayer under the
redevelopment agreement.
Ultimately, upon the completion of the
sales of the said redevelopment in 2007,
the subsidiary only shared and received
about HK$386,000 of the net profit of
the said redevelopment under the new
agreement. As a result, the subsidiary
suffered an almost total loss of the
purchase price that the subsidiary paid to
the taxpayer on 14 November 1994 for the
land of HK$314 million.
Even when the financial position of the
taxpayer and the subsidiary are combined,
they could also be said to have suffered
substantial loss from the joint venture if
the market value of the land in April 1994
of HK$418 million (exclusive of the land
premium) was taken as their notional
cost base for the said redevelopment
(their combined receipt from the said
redevelopment being only about HK$165
million plus HK$386,000).
The Commissioner of Inland Revenue
(CIR) accepted the gain on the transfer
of the land to the subsidiary of about
HK$311 million (i.e. sale proceeds of
HK$314 million minus the historical book
cost of the land of about HK$3 million)
as being a non-taxable capital receipt.
However, the CIR assessed the taxpayer
in respect of the gain of HK$163 million
(i.e. the initial payment of HK$165 million
minus related legal and professional fees
of about HK$2 million) from its granting
of the redevelopment right of the land to
the developer as being a taxable trading
receipt.
The taxpayer appealed against the tax
assessment of the said gain of HK$163
million to the tax tribunal of the Board of
Review (BOR) arguing that the amount was
also its non-taxable capital receipt.

Decision of the Board of Review
Minority decision of the BOR
The minority of the BOR found that
(i) there was a change of intention on the
part of the taxpayer from holding the land
as a capital asset to holding the asset
for trading purposes when the taxpayer
signed the redevelopment agreement with
the developer on 30 July 1994; and
(ii) consequent upon that change of
intention, the land became trading stock of
the taxpayer.
Thus, the minority of the BOR held
that the initial payment of HK$165
million, derived from the redevelopment
agreement which signified the
commencement of a trade of property
redevelopment, was a taxable trading
receipt of the taxpayer.
Majority decision of the BOR
The majority of the BOR however held
that notwithstanding there was a change
of intention on 30 July 1994, the taxpayer
had not injected the entire value of the land
of HK$418 million into the joint venture
(or trading) project. In the opinion of the
majority of the BOR, the initial payment of
HK$165 million was a balancing payment
made by the developer to the taxpayer in
order to equalize the contribution of the
two parties before trading commenced.
As such, the initial payment of HK$165
million was a non-taxable capital receipt
of the taxpayer, derived by the taxpayer
from its “carving out of part of a capital
asset which was larger than that required
to contribute to a joint venture project
where profits was to be shared equally.”
This conclusion is referred to below as a
“re-investment” decision of the majority of
the BOR.
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BOR’s refusal of the taxpayer’s
application to add an additional ground
of appeal at the last minute
In addition to the above argument that the
initial payment was a non-taxable capital
receipt, on the last day of the hearing at the
BOR, the taxpayer applied for permission
to add the following ground of appeal: “If
there was a change of intention so that the
land became trading stock, the calculation
of the trading profit must take into account
all expenses and outgoings of any nature,
including the value of the land which the
company disposed of in the relevant year
and, after deducting the value of the land,
the company made no profit.”
However, all three members of the BOR
refused to grant permission, noting that
this additional ground of appeal was a factsensitive contention of the taxpayer. The
BOR also noted that there was a lack of
details as to the amount and nature of the
alleged expenses and outgoings, the date
they were incurred, or the disposal referred
to in the additional ground of appeal.
Thus, by a majority, the BOR allowed the
taxpayer’s appeal. Not satisfied, the CIR
appealed against the majority decision of
the BOR to the Court of First Instance (CFI).

Decision of the Court
of First Instance

The CFI overturned the majority decision
of the BOR, holding that there was no
evidential and legal basis for the majority
to conclude that there was an assumption
that the value of the contribution of two
parties in a joint venture who shared
profit would be equal. Specifically, the
CFI noted that none of the terms of
the redevelopment agreement nor the
witness evidence of the taxpayer at the
BOR hearing expressly indicated that
the taxpayer “re-invested” by injecting
only part of the value of the land into the
redevelopment and only leaving the said
redevelopment to be carried out by the
subsidiary.
The CFI held that based on the terms
of the redevelopment agreement signed
between the taxpayer and the developer
on 30 July 1994, and other circumstantial
evidence of the case, the taxpayer did
not merely sell the right to redevelop the

land to the developer. The taxpayer itself
had also since 30 July 1994 undertaken
with the developer to jointly redevelop the
land for sale or trading purposes. As such,
the initial payment was a taxable trading
receipt of the taxpayer from the joint
redevelopment.
As regards the BOR’s refusal of the
taxpayer’s application to add the additional
ground of appeal at the last minute, the CFI
simply agreed with the CIR’s submission
that the BOR’s reason for the refusal was
correct.
The taxpayer has appealed against the
CFI’s decision to the Court of Appeal.

Commentary

Instead of arguing that the initial payment
was not a trading receipt, there could be an
alternative argument focusing on the cost
side of the taxpayer such that the relevant
cost could be used to offset against the
initial payment.
As a matter of the case-law principle
espoused in the case of Sharkey v.
Wernher (36 TC 275), the taxpayer could
have perhaps argued that the land was
notionally appropriated by it from its
capital assets to trading stock at the open
market value of the land of HK$418 million,
at the moment the change of intention
occurred on 30 July 1994.
As such, while the notional income of
HK$418 million could be contended as
being a non-taxable capital receipt, the
same amount of HK$418 million should be
treated as the deemed tax cost of the land
for the taxpayer as its trading stock.
Based on the facts of the case,
conceivably such a deemed tax cost of
HK$418 million of the land as trading stock
of the taxpayer could be apportioned as
to (i) HK$253 million forming the cost for
the taxpayer’s transfer of the land to the
subsidiary at HK$314 million in November
1994; and (ii) HK$165 million to exactly
match and offset against the receipt of the
initial payment of the same amount.
In fact, had, as a matter of arguably
more appropriate transfer pricing, the
taxpayer transferred the land to the
subsidiary at HK$253 million instead
of HK$314 million, the taxpayer would
have no assessable profits for the year of

assessment 1994-95 under this alternative
argument.
While the additional ground of appeal
raised by the taxpayer at the last minute
at the BOR hearing may be wide enough to
conceivably cover the alternative argument
discussed above, it appears that the terms
of the additional ground of appeal were not
precise enough and lacked specificity as to
the notional basis of the disposal referred
to or the case-law principle involved.
Otherwise, the BOR might not have
rejected the additional ground of appeal
as being a fact-specific contention which
was devoid of particular details, given that
the application of the relevant case-law
principle to the factual context of the case
appears to be involving more a point of law
than fact.
It remains to be seen whether, and how,
the taxpayer would argue in the Court
of Appeal that the BOR’s refusal of its
application to add the additional ground of
appeal was wrong.
Another perspective of the case is that
the tax dispute might have been avoided
altogether had the said redevelopment
been structured by way of the taxpayer
transferring the land to the subsidiary at
HK$418 million and having the subsidiary,
instead of the taxpayer itself, receive the
initial payment from the developer.
The case indicates that the manner of
structuring a transaction, and how a tax
dispute concerning property investment
versus trading involving a change of
intention is argued, could be a highly
complicated matter.

Patrick Kwong
is Tax Executive
Director and
Kathy Kun
is Tax Senior
Manager of EY
Hong Kong.
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Technical update

Shaping the future of IFRS together

In the A Plus April 2016 issue, we provided an overview of what to expect from
the International Accounting Standards
Board’s Disclosure Initiative project.
A lot has happened since then.
Right now, possible changes to the
way a company presents its financial
performance, financial position, cash
flow, equity and additional notes are
being debated. All these changes will
impact the way financial reports would
be prepared and analysed.
The following section – reproduced
from Issue 13 of the IASB Investor Update
with permission from the IASB – provides an overview of the developments
and possible changes being debated.

IASB has observed there are three main
concerns about information disclosed in
financial statements:
• Not enough relevant information;
• Irrelevant information or disclosure
overload; and
• Poor communication of disclosures.

IASB Investor Update Spotlight:
Principles of Disclosure

Objective and content of the
discussion paper
The discussion paper describes, and
seeks stakeholders’ views about:
• Disclosure issues identified by the
IASB through previous outreach;
• Approaches to address these issues;
and

Background – the “Disclosure
Problem”
“Quality versus quantity” is an expression we frequently hear from investors
discussing the topic of disclosures. The
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To continue its work on addressing
these concerns, the IASB published the
discussion paper Disclosure Initiative –
Principles of Disclosure in March, which
discusses clarifying existing disclosure
principles and developing new disclosure principles that can be used to
improve communication of information
in financial statements.

• Additional disclosure issues to
address in this project.
While the discussion paper discusses many aspects of disclosures
and their requirements, we believe
key areas for investors include discussions on the following topics:
• Suggested principles of effective
communication for entities
preparing financial statements;
• Suggested requirements to
ensure performance measures
are fairly presented in financial
statements;
• The appropriate time to disclose
outside the financial statements
information necessary to comply
with IFRS Standards; and
• The appropriate time to disclose
inside the financial statements
“non-IFRS information.”
Does this relate to “non-GAAP”
earnings?
Yes, which is why the IASB expects
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A high level overview: content of the discussion paper
Disclosure Initiative – Principles of Disclosure
Principles of effective communication

Principles on where to disclose information
Role of the primary financial
statements and of the notes

Location of information

Principles to address specific disclosure concerns expressed by
users of financial statements
Use of performance measure

Disclosure of accounting policies

Principles to improve disclosure objectives and requirements
Centralized disclosure
objectives

Drafting disclosure requirements
Source: Issue 13 of the IASB Investor Update

To share your views on the
to actively engage with investors
on this issue in the coming months. quality of financial reporting or
the discussion paper, email us at
outreachhk@hkicpa.org.hk and:
What does this mean for
• Register for our outreach
Hong Kong?
events on 30 or 31 August (for
A financial report is an important
preparers); or 4 or 5 September
communication tool between a
(for investors);
company and its users. The ideas
• Schedule a private meeting to
detailed in the discussion paper
discuss your views; or
will impact everyone, including
preparers; investors; auditors and • Send in your written feedback
to allow time for us to consider
regulators.
your views.
The Institute foresees the
significant beneficial outcomes
The full discussion paper as well as
of the IASB’s Disclosure Initiative
and is excited to contribute to this a summary snapshot is available on
the Institute’s website.
project.

This article is
contributed by the
Institute’s Standard
Setting Department.
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TechWatch

TechWatch
The latest standards and
technical developments

Members’ handbook update
Handbook updates no. 200 to 201
Update no. 200 relates to amendments
to the Hong Kong Financial Reporting
Standard for Private Entities.
Update no. 201 relates to revisions
made to PN 860.1 (Revised 2017) The
Audit of Retirement Schemes.

Ethics
Institute’s comment on IESBA
exposure drafts
The Institute commented on the
following International Ethics
Standards Board for Accountants
exposure drafts:
• Proposed Revisions Pertaining to
Safeguards in the Code – Phase 2 and
Related Conforming Amendments;
• Proposed Revisions to Clarify the
Applicability of Provisions in Part C
of the Extant Code to Professional
Accountants in Public Practice; and
• Improving the Structure of the Code of
Ethics for Professional Accountants –
Phase 2.

Financial reporting
Invitation to comment
The Institute is seeking comments
on the IASB Request for Information
Post-implementation Review — IFRS 13
Fair Value Measurement. Comments are
requested by 15 August.
50 July 2017
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Professional accountants
in business
Developing a future-ready profession
for accountants in business
Following on the International Federation
of Accountants’ Professional Accountants in Business Committee meetings in
2016, the committee has recently issued
a report that shares the knowledge,
ideas, and experience of the committee
on developing a future-ready profession.
The main themes in the report, and in
the meeting it flows from, are:
• Digital disruption and rapid cognitive
business development;
• The continued evolution of the
profiles of finance leadership and
accountants in business;
• Effective risk management;
• How integrated reporting can lead to
better reporting outcomes; and
• How the new media landscape is
changing the way we communicate.

Corporate finance
Takeovers panel’s TVB ruling on
whitewash waiver and disclosure of
shareholding structure
On 10 May, the Takeovers and Mergers
Panel issued its decision and ruled
that a waiver of the obligation to make
a mandatory general offer referred to
as whitewash waiver, for the shares of
Television Broadcasts Limited under
the Takeovers Code should be granted,

subject to conditions, in relation to a
share buy-back offer under the Share
Buy-backs Code and related matters.
SFC guidance on corporate
transactions and use of valuations
The Securities and Futures Commission
has become increasingly concerned
that some listed companies are
acquiring assets at unreasonably high
prices or selling assets which are
substantially undervalued, and these
transactions might harm shareholders’
interests. As regards valuations in
corporate transactions, the SFC has
recently issued:
(i) Guidance note on directors’ duties
It reminds directors that they are
the guardians of a listed company’s
assets and must act in good faith
in the interests of the company
and its shareholders as a whole.
They should not accept blindly and
unquestioningly financial forecasts,
assumptions or business plans
provided to them, and should:
• Exercise due and reasonable
care, skill and diligence when
considering, proposing or
approving corporate transactions;
• Carry out independent due
diligence regarding the asset or
target company; and
• Take all reasonable steps to verify
the accuracy and reasonableness
of material information that is
likely to affect any valuation.
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(ii) Circular to financial advisers
It makes clear that where financial
advisers are appointed by a listed
company, they should comply with
all applicable requirements under
the Corporate Finance Adviser Code
of Conduct. They should not rely
solely on representations made by
the directors, their delegates or any
third party. Financial advisers need
to conduct their own assessment and
undertake reasonableness checks
on the forecasts, assumptions,
qualifications and methodologies
of any valuation and should draw to
the attention of the directors if any
forecasts or assumptions appear to
be unrealistic.
(iii) Statement on the liability of
valuers for disclosure of false
or misleading information
Valuers are expected to exercise the
degree of skill and care ordinarily
exercised by reasonably competent
members of the profession. They
should not knowingly or recklessly
accept any assumptions that are
not reasonable and fair. Valuers
may be liable if the valuation report
contained materially false or
misleading information.
The SFC indicates that it will take
appropriate actions against companies,
directors, advisers or valuers who have
failed to comply with their requirements
under the Securities and Futures
Ordinance. In assessing a potential
breach of duties, it will take into
account whether the relevant guidance
note, circular and statement have been
adhered to.
HKEX seeks views on a proposed
new board and a review of the growth
enterprise market
On 16 June, Hong Kong Exchanges and
Clearing launched a consultation to
seek public feedback on a package of

proposals to broaden capital markets
access in Hong Kong and strengthen
Hong Kong’s listing regime through two
separate papers:
• New Board Concept Paper
• Consultation Paper on the Review of
the Growth Enterprise Market and
Changes to the GEM and Main Board
Listing Rules
These papers contain proposals that
are aimed at widening capital markets
access by opening up to a more diverse
range of issuers, improving the quality
of the HKEX’s markets and enhancing
Hong Kong’s competitiveness as a
global financial centre. While the
proposals are in separate papers, they
are interlinked and should be viewed
holistically.

Taxation
Announcements by the Inland
Revenue Department
Members may wish to be aware of the
following matters:
• A Legislative Council question on
application for partial refund of the
ad valorem stamp duty.
• Inland Revenue (Amendment)
(No.2) Ordinance 2017 on automatic
exchange of financial account
information in tax matters has been
passed and gazetted.
• A signed agreement with Ireland and
with Indonesia on AEOI.
• Tax obligations of property owners.
• Performance Pledge Annual Report
2016/17.
• List of Qualifying Debt Instruments
(as at 31 March 2017).

company users of the e-registry.
A local company or a registered
non-Hong Kong company, which has
registered a company user account with
the e-registry portal, will automatically
receive an instant electronic notification
when a document is registered in the
public records of the company. The
company may then order the image
record of the document at the CR’s
Cyber Search Centre or through the
Company Search Mobile Service. This
free e-monitor service helps companies
keep track of their filing records, stay
vigilant of unauthorized filings or
alterations of company information
and take prompt action as regards
any documents filed without proper
authorization.
Annual return e-reminder service
is also provided free-of-charge to
company users, which will automatically receive electronic notifications
for delivering annual returns and can
submit annual returns electronically
at the e-registry through the hyperlink
provided in the notification.
New series on "CR eFilling" mobile
application
With effect from 12 June, registered
users of e-registry may also submit
e-forms (Forms NNC1, NNC1G, NNC3,
ND2A and ND4) using CR eFiling to
incorporate a company or report
changes of directors or company
secretaries using smartphones and
mobile devices.

Legislation and other initiatives
Companies registry offers free
e-monitor (self-monitor) service
With effect from 2 June, Companies
Registry provides e-monitor (selfmonitor) service free-of-charge to

Please refer to the
full version of
TechWatch 176,
available as a PDF on
the Institute’s website:
www.hkicpa.org.hk
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Book review

Life and everything

A life in the day

Book review

Overhauling
management
policies
for good
Title: Under New Management: How Leading Organizations are Upending Business as Usual
Author: David Burkus
Publisher: Mariner Books
Imagine a sudden unscheduled work meeting disrupting your evening plans. After
a seemingly endless three-hour meeting,
you breathe a sigh of relief as you return to
your station, only to be greeted by a beep
sound from your computer. Your blood
freezes as you realize it’s the ping of a new
email. You want to ignore it, and yet you
can’t. Bound by duty, you peek at the monitor. The message is labelled as “URGENT:
REVERT ASAP” and includes instructions demanding you to iron out an issue
immediately.
David Burkus, author of Under New
Management: How Leading Organizations
are Upending Business as Usual, believes
companies should “outlaw email,” to
avoid these kinds of scenarios. In the first
chapter of the book, he quotes Phil Libin,
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the Chief Executive Officer and Founder
of Evernote, and says “A concept like an
email inbox is harmful,” and that it inhibits
productivity. Essentially, an email inbox
is “a list of things that you’re behind on,
sorted in the wrong order.”
Burkus explains that because email is
asynchronous, it can be used to communicate at any hour and ignores whatever the
recipient is doing at the time. Based on statistics, the average employee usually keeps
his or her email open in the background
on the computer and will check it 36 times
an hour, which takes up approximately 23
percent of his or her workday.
In the book, Burkus includes case studies of firms that have successfully abolished
or revised their email policies, such as
France-based technology company Atos

SE’s transition to a zero-email policy that
utilized an unobtrusive social network and
message board system that workers could
visit when needed. After the system was put
in place, Atos reported an increased operating margin, higher earnings per share and
lower administrative costs.
Another example is Shayne Hughes’
experiment to abolish emails at Learning as Leadership, a California-based
organizational development consulting
firm, for a week. Hughes found that while
employees were sceptical about whether
anything positive would be accomplished,
they adapted and began to take up more
effective “old-school” methods – face-toface conversations and telephone calls.
Burkus also includes examples of companies who toned down the usage of email
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Author interview:
David Burkus

and still found success through increased
employee productivity.
He brings up research done by the University of British Columbia, comparing two
groups of subjects, one who could check
emails without limit, the other at fixed
intervals of the day. The study found that
participants reported significantly lower
levels of stress when under restricted email
conditions and had better quality of sleep,
less distracted and generally felt better
about themselves.
“In short, participants were more
focused and less stressed when they
couldn’t use email,” describes Burkus.
“While limiting email may not bring people
to their happy place, it will lower stress just
as much as being there.”
And if “outlawing email” wasn’t
revolutionary enough, the book features 12
more chapters on radical business policy
changes, including transparency of salaries,
untracked vacation days and a call to fire
work managers.
Burkus begins each chapter of Under
New Management very methodically with a
set flow. He introduces a big idea and examples of two companies that have made the
most significant changes under this idea.
He follows up with supporting research
before closing out with case studies of other
companies with practices that are not as
disruptive or radical, but still capable of
yielding positive and noticeable results.
For managers reading the book, Burkus
explains that there is “no one great model”
that will work for every company. Rather,
leaders are urged to use intuition to figure
out which business policy would yield the
greatest results. Whether you are a manager
or not, the information presented is insightful, and could inspire new ways to relieve
work-related stress.

David Burkus’s inspiration to write
Under New Management arose while
he was writing his first book, The
Myths of Creativity, which discusses
the myths and misconceptions that
people have about creative thinking –
particularly in a business setting.
Of the companies covered,
he found those that were most
successful at bringing out creativity
and innovation from their staff
operated a little
differently from the
norm.
“When you dig
into the policy (of
these successful
companies) you find
out that it actually
is about trust. There
is a ton of research
on reciprocity. When
you trust someone,
they are more likely
to act trustworthy,”
explains Burkus,
Associate Professor
of Leadership and
Innovation at Oral Roberts University
in Tulsa, Oklahoma.
Before attending graduate school,
Burkus worked in the pharmaceutical
industry. “One of the things that I
thought was really, really interesting
was that while they had a decent
amount of self-management
and autonomy among individual
employees, it wasn’t necessarily
done at the team level.”
According to research, employees
are most productive and engaged
when they take control themselves
– without the need for a manager’s
involvement. Each team at the
company that Burkus worked at,
naturally, had a manager overseeing
operations.
“It was a little odd to me, because
they were so close to the idea of

self-managed teams, but for some
reason couldn’t see its benefits or
didn’t want to do it,” recalls Burkus,
who was named in 2015 as one of
the emerging thought leaders most
likely to shape the future of business
by Thinkers50, a prestigious ranking
of the world’s top management
thinkers.
“I wouldn’t say it was frustrating,
or that it would have helped drastically to implement
self-management, but
it was interesting to see
how close someone can
be to this new and better
way to work without
actually making the
change.”
Burkus is also an
accomplished speaker,
and delivered a talk
about the benefits of
salary transparency for
TED in 2016. The video of
his talk has been played
over 1.6 million times as
of this month.
“I think there’s inspiration and
there’s instruction. Certainly, a talk
and the ability to be face to face and
communicate and respond in real
time to concerns and reactions from
an audience is way better for inspiring
someone to make a change or see
things differently. The challenge with
a talk is that it’s very hard to provide
all the evidence, data and sources
to help them change all of the way
through,” says Burkus.
Burkus is currently studying the
networks that humans make, and the
way that people organize and interact
to form these networks. “I can’t
really say with a ton of confidence
where that’s going to lead, but it’s
something that I’m very interested in
and will probably turn into the next
project,” he says.

July 2017 53

Life and everything

As recommended by Institute members

Travel

Viking Yuen, Accounting Manager at Travelzen,
on travelling to Japan to see ancient castles
I used to travel to Japan to visit the country’s
castles, which is a great way to study the
culture of ancient Japan.
There used to be over a hundred Japanese
castles but the number declined to only 12
during the Edo period in 17th century Japan.
During that era, Japan was ruled under a
shogun (generalissimo) and daimyos (local
lords) and those daimyos lived near the castle.
The only time they entered the castle was when
they welcomed a visit by the shogun.

Apparel

Gary Chan, Senior Finance Director of Brooks Brothers
Asia Pacific, on what to wear this summer season

Figuring out what to where during summer can
be challenging. But I would say that summer
time is all about light fabrics, bold patterns,
and bright colours. It’s the season to embrace
and celebrate those long, lazy, sun-filled days.
Cotton and linen fabrics and loose-fitted
clothes are good choices to keep you cool.
This summer, Brooks Brothers’ collections
for men and women take inspiration from seaside resorts. With navy as the dominant colour,
coupled with other bright and sharp colours
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The designs of the castles reflected the
daimyos’ artistic style, with castles being
established on the coast while some were built
on the hills.
Daimyos and their subordinates lived
within the proximity of the castle and oversaw
the administration of the region.
Nowadays, the castles are open to the
public for regular exhibitions and give people
the chance to learn about ancient Japanese
history.

in floral and palm tree prints, the collection
vividly exemplifies the theme of seaside voyage which is as refreshing as a cool summer
refreshment. In addition, our all-time favourite
Brooks Brothers fabric, seersucker, is given
a stylish touch through stripes and gingham
prints. A lightweight navy windbreaker is
an extra layer necessary for the occasional
shower and breeze.
For men, bermuda shorts, polo shirts and
loafers can complete a smart summer look.

Men’s Regent Fit Button-Down
Sport Shirt made of pure cotton,
Brooks Brothers
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Eat
Learn how to make a popular Shanghainese
dessert with this recipe from Lenny Wong,
General Manager of Corporate Governance
at Li & Fung, Certified instructor in nutrition
and weight management
Sweet lotus roots stuffed with sticky rice is a popular dessert
offered by most Shanghainese restaurants. Fans of the
dessert love the crunchiness of the lotus root, the chewiness
of the sticky rice, and how that balances off with the fragrant
sweetness.
Some might think that it’s complicated to make but
all it requires are a few simple ingredients, patience, and
dedication. Furthermore, making it is a fun activity to do
with family and friends. Making this dessert requires time
and a series of steps. It will be more “efficient” to make a
batch and share with others. Good food brings people closer!
Ingredients (for 4 people or more):
2-3, 1kg
Lotus roots
2 cups (soaked for 3 hours)
Sticky rice
Yellow rock sugar (to taste) 300g
1 cup
Maltose
2-3 tablespoons
Osmanthus syrup*
*Can be found in Asian grocery stores

Fitness

How to cook:
• Peel the skin of the lotus roots
and cut one end of each (about
1 inch from the end). Leave it
for later use
• Use a stick to stuff sticky
rice into the holes of the lotus
roots. Slightly beat the lotus
roots to help stuff the holes
properly
• Place the ends and the lotus
roots back together. Secure
with toothpicks
• Steam the lotus roots for 15
minutes to cook the sticky rice
• Boil the lotus roots (add
enough water in the pan to
cover the lotus roots) and add
the rock sugar. Simmer for 45
minutes and let the lotus roots
boil in hot syrup for 2 hours
• Lotus roots take time to
soften. Repeat the previous
process 2-3 times, while
adding rock sugar each time
to gradually increase the
sweetness

• Let the lotus roots sit in the
syrup overnight to help the
lotus roots get softer and
sweeter
• The day after, repeat the
boiling and simmering step
for a final time and add
maltose and osmanthus syrup.
Adjust sweetness to taste with
rock sugar
• Slice into thick pieces and
serve
Remarks:
• Unused sticky rice can be
steamed, and served with the
desserts
• Unfinished desserts should be
refrigerated with a lock bag,
with lotus roots immersed in
the syrup to avoid drying

Charlie Yeung, Financial Controller at Pure Group,
on tips for lunchtime workouts
Do you like to exercise during lunchtime? As part of my
lunchtime workout, I run on
a treadmill for 5 km within
35 minutes, which means an
average of 9 to 10 km/hour.
This may be tough for someone who does not engage in
regular exercise. If that is the
case, start with setting a target
that you feel comfortable with,
such as 2 to 3 km within half
an hour. Start at 7 km per hour

in the first minute and gradually increase to 9 to 10 km per
hour within 5 to 10 minutes and
then maintain that speed for the
rest of the time. Make sure you
cool down using the treadmill’s
cool down function which
helps prevent the burnout in the
afternoon.
During the last quarter, I
started going to yoga classes
– Hatha One, a beginner’s
class – during lunchtime. It is a

totally different experience and
I enjoy doing various stretches
and yoga poses. Don’t worry
if you cannot do all the poses
perfectly as not everyone can.
Yoga helps improve the
body’s core strength, and link
the mind, body and spirit to the
present moment. My body and
mind feel relaxed after each
class. Just make sure that you
have breakfast or lunch two
hours before the class.
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…. with Nury Vittachi

Making weird decisions

M

Hong Kong’s humorist meets
Institute member Louis Leung

ost youngsters live for
the moment. But a Hong
Kong boy named Louis
Leung was born with a rare ability
to see things from a long-term
perspective – not just years ahead,
but decades.
Louis was born to a couple who
were happy but busy. His father
had an entrepreneurial streak
and ran a successful business
providing bookkeeping and tax
filing services to a list of clients.
His mother had a husband and six
children to care for.
The boy grew up with a strong
sense of having good values. He
was educated at St. Louis School,
a famous Catholic educational
establishment in Sai Ying Pun, and
he also had a powerful awareness
of the Confucian duty to respect
and serve his elders.
So one day, the primary-school
child offered to help his busy
father. Leung senior was surprised,
but accepted the offer. It became
a regular habit. By the time Louis
was a teenager, he’d become a
useful bookkeeping and tax filing
assistant.
After finishing his education,
the young man received two highpaying government job offers and
one public sector job offer with a
low salary.
Most young people would
have jumped for the big bucks, an
impressive HK$2,000 a month plus
job security.
But Louis used his “long-term
view” superpower – and made a
decision that surprised his friends.
He chose the job with a much
smaller pay packet, just HK$740
a month, at an accountancy firm
called Peat Marwick McClintock,
known as PMM. Not only was the
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salary low, but life was hard.
Young Louis worked night
and day. He toiled at the office all
day and spent every evening and
weekend studying for accountancy exams. For four years, he
did not give himself a break – and
succeeded in completing all the 18
subjects that accountants studied
in those days.
But the struggle was still not
over. He needed a reference letter
to get his practising certificate, but
the PMM personnel officer refused
to issue one, since the firm’s
policies limited the issuing of such
certificates to partners. “If you stop
trying to apply for the certificate,
we’ll give you a promotion and a
pay rise,” the officer said.
It sounded good… but was it?
Once more, Louis used his “see the
long term” superpower.
If he took a more independent
route, he might be very glad he did
so, some 30 or 40 years later. He
declined the promotion, resigned
from PMM, joined a different firm,
received his practising certificate,
and eventually branched out on
his own.
Today, Louis runs Wing On Professional Group, one of the most
respected Hong Kong born professional service firms on the international stage. In its early days, it
was sometimes confused with On
Wing, which is the Chinese name
of Ernst & Young, but soon became
a brand in its own right.
But the accounting business is
not easy in Hong Kong, with the
high rate of competition putting
downward pressure on fees. “Your
workload increases while your
income can decrease,” he realized.
And with so many accounting
graduates being produced by

universities in Hong Kong,
competition was always rising.
Fortunately, Louis made good
use of the entrepreneurial skills
he inherited from his father to
expand internationally. As well as
Hong Kong, Wing On now has team
members in Shanghai, Beijing,
Guangzhou, Chongqing, Taiwan
and Cyprus.
He is also developing the range
of services he offers, moving into
IT, education, health, financial
planning, and many others – last
year, he even formed Wing On
Multi-Media Production Company
following a client’s conference.
As the boss of a thriving independent firm, Louis can arrive at
the office whenever he likes, and
leave whenever he likes – and
never needs to retire at all. He can
spend weekends with his family,
and has a healthy range of hobbies,
from watching movies, to singing,
to playing badminton and other
sports.
It’s a good life. But he achieved
it by making unusual choices at all
the key moments – and his winding
career path is a good lesson to any
young person who has to make
career choices. Don’t look at the
money. Look at the long-term prospects. You’ll be glad you did.
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is a bestselling author,
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host. He wrote three storybooks for the Institute, May
Moon and the Secrets of the
CPAs, May Moon Rescues
the World Economy and
May Moon’s Book of Choices

