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Welcome to Conpak Newsletter
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Conpak Newsletter regularly provides readers with information on the latest news of Conpak CPA
Limited, plus related research on policy changes in Mainland China and Hong Kong, tax planning,
operations of capital markets, human resources, business and risk management, up to intellectual
property rights. Through this newsletter, we intend to help you improve corporate governance standards,
enhance your competitiveness, and share with you how the decision-maker of the business will face
future challenges.

If you have any inquiries about this newsletter, please feel free to contact us.
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L With the coming of spring, rising sun shines through good time.

\ Celebrating the new year with riot of colours.
& Conpak wishes you a happy new year, may everything go well with you!
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Co-organising Seminar on “Cross-Border Enterprises for Business

Opportunity” with Hang Seng Bank

BIEEIRTHSEN [BIREXA[FHEK] Mda

|dentifying new business opportunities is an effective
way to move forward during an economic downturn.
Accordingly, Conpak co-organised a Seminar on

“Cross-Border Enterprises for Business Opportunity”
with Hang Seng Bank in Beijing on 17 August 2016.

Several experts in the industry were invited to explain
the global economic development and trends of RMB in
detail and share cross-border business financing
solutions with the participants. Ms. Helen Hu, Deputy
CEO Greater China Division of Conpak, explored how to
leverage Hong Kong as a platform for business
development in view of tax. With the help of our
professional analysis and collaboration, we hope to both
alleviate tax liability for enterprises and enhance their
competitiveness.
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Participating in "The Community Chest's Dress Casual Day 2016"
220165 [N E(EIRE] EE

Conpak participated in the "Dress Casual Day 2016"
held by The Community Chest again on 6 October
2016.

We put on our casual wear with a special sticker on to
work to raise fund for supporting 158 social welfare
organisations of Hong Kong. Never will we stop taking
part in charity activities, but by participating in more
similar-nature activities in the future, we hope to express
our attention to people in need.

BHEBLEEAEMN [RESERA ] AR 2016
F10 A6 BB HRABRZINEEFERNE -
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fg‘(‘f” Visiting Children at Shanghai Huaxin Rehabilitation and Education Institution

+8

October
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+8

for Disabled Children

R LBEHRERRERSRNMBER

Children with developmental disorders as if angels
without wings, they, thus, need further attention and
support from the society. On 22 October 2016,
Conpak’s volunteer team initiated a volunteer activity
called “Gather Love, Share Dream”, visiting the children
at Shanghai Huaxin Rehabilitation and Education
Institution for Disabled Children.

During the visit, we had sports training with and gifted
stationaries and sweet treats to the children. Later on,
we taught the children to sing the song “FE ¥ 135"
(Vanished Wings, a Chinese song), ending our visit
alongside beautiful singing.

FHRMyE BRERZEBMOIRENRE  FE
MHEEZHEE - BENIL - BEREEIBER 2016 £10
A22 BEf [EREL - GESE] EITES - i L
HENERTERBRRS AR

ABER - RPFERDARPIETEEBRR - X
LEEREA  EREHEVEY - BR - 1AEE/ S
VRS (REZAERE) - ERRORBRERTE
) o

Interviewed by Television Broadcasts Limited (TVB)

On 23 October
2016, Mr. Man Law,
CEOQ of Greater
China Division of
Conpak, interviewed
by "Finance
Magazine" on TVB
Jade, explaining the
latest requirements
for opening bank
accounts in

Hong Kong.

In recent years, as
banks in Hong Kong
have introduced
tighter requirements
for opening new accounts, Man thoroughly illustrated
the requirements and flows for opening bank accounts
as well as explored the challenges brought by the
difficulties in opening accounts to SMEs on doing
business. He also shared professional advice on smooth
bank accounts opening.

& (TVB) ’hF

2016 £ 10 A23 8 ' BHAPERITREREEX
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It BRI AT FAHAR TR RRIARIRE -
Ral TRPREGAT/ NS RABKE o o
EERIEABNFRE D TEERER

B o

CONPAK NEWSLETTER (@)



CONPAK NEWS
EtaEm

(ot Visiting Children at Shenzhen Baoan Social Welfare Centre

T RpRTTERERER/APRCDER

Conpak's volunteer team organised a volunteer activity
"Walking with Love Heart to Heart" on 26 November
2016, visiting children with developmental disorders at
Shenzhen Baoan Social Welfare Centre.

During the visit, we performed a wonderful show for,
interacted joyfully with, and gifted sweet treats, toys and
such to the children. We are well aware that, as a
specific group, children with developmental disorders
face extra obstacle in their lives. We wish to bring more
joy to and give fond memory to them along with our
attention and company.

© CoNPAK NEWSLETTER
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);6* Having A Day Out with Elderly from HKSKH Lady MacLehose Centre
) BREAEEEERAROEEIMEER

{550 FitE# LK

i CONPAK VOLUNTEERS

On 26 November 2016, Conpak's volunteer team
co-organised a volunteer activity with HKSKH Lady
MaclLehose Centre, having a great day out with the
elderly from the Centre.

Our first stop was Hong Kong Heritage Museum,
visiting the “Cantonese Opera Heritage Hall” and the
special exhibition of “Bruce Lee: Kung Fu * Art - Life”.
We headed for Wun Chuen Sin Kwoon for a delicate
and healthy lunch. During the lunch, we started a Q&A
section and a role-playing in order to bring more
enjoyment to the day out. We have been committed to
enriching elderly’s life, and this was our first day out with
the elderly from the Centre. By sending our attention to
the elderly in accompaniment, we hope them all a
happy old age.

2016 F11 H26 H * AR LHEBFBENSLEE
ERARLBERREETERD  BREPOLEREINLE
}j: °

BNEBNE —WEEBS UL EYE - HARRE
EHE287 [BRXWE] A (R & AE—ZF/)
Bl - BER  BMXATEZRWEHREERERTE
MEMAIERARENENLE BB TREENAECH
ERREE c —EMR  BMBNEESRENBTEE -
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ceenter Participating in the “World SME Expo 2016

20(6

20 2 (B iEE2016] BES

The World SME Expo 2016 was organised by the

Hong Kong Trade and Development Council from 1 to 3
December 2016 at the Hong Kong Convention and
Exhibition Centre. Conpak shared ideas about
intellectual property protection with local and overseas
enterprises and participants in the industries during the
SME Expo.

Conpak Intellectual Property Services Team, by means
of the SME Expo, explored the importance of intellectual
achievement in market development and expansion with
the participants and provided specific advice on
intellectual property protection. Being a consulting firm
which provides diversified services, Conpak looks
forward to working with more enterprises towards
success.

© CcoNPAK NEWSLETTER
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Professional Integration Servicers to Enhance Brand Value
SEXEEERE  REA=EEE

Member of Conpak Group
B B % B B

OUR SERVICES INCLUDE
REREREREEIE -

e \Website Design and Development
AuhE T BRI R

e Social Network and Mobile Site Development
FEAZ A B T ARk R 3%

e Apps Design and Development
MBERRER (Apps) RaHEEFE

e Search Engine and Online Media Advertising
25| B LB EEBESERIN

e Search Engine Optimisation (SEO)
E=35/Z#1t (SEO)

e Email Marketing and Design
BT E AR

e Brand Logo Design and Production
MR ES AR R EA R

e Publications (Corporate Brochure, Newsletter,
Poster, etc.) Design and Production
HhkY) (T EM - 8T~ B8RS ) Rt
SUE

e WeChat Marketing
WIS AMREH

e Network Support (Enterprise Domain / Email

Registration, Cloud Servers / Cloud Web

Hosting, Application for Website Approval in

China)

P& ({sEiE4 / M - SinFRES

| ERMESTT - PEIRAMEMLESR )
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China Commences the
Declaration of Financial
Account Information by
Implementation of CRS

REFECRS ,
)= FlRF(EEHE

To enhance the transparency of
taxation and suppress cross-border
tax evasion, the Organisation for
Economic Co-operation and
Development (hereinafter referred
to as “OECD”) announced the
Common Reporting Standard (as
“CRS” below) in July 2014, which
lists the relevant requirements and
procedures for financial institutions
to collect and deliver personal and
enterprise account information of
foreign residents for tax purposes.
Since its announcement, CRS has
been generally welcomed by
governments of various countries.
At present, with over 100 countries
and regions guaranteeing to
implement this standard, China,
Hong Kong and Macau officially
commenced the declaration of
financial account information on

1 January 2017, and China has even
guaranteed to externally exchange
financial account tax-related
information of non-residents for the
first time in September 2018.

@ conPAK NEWSLETTER
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China Announcing
Administrative Measures of
Due Diligence for Financial
Account Tax-related
Information

To localise the internationally accepted
CRS, on 14 October 2016, the State
Administration of Taxation of China
published the “Administrative
Measures for Due Diligence of
Tax-related Information in respect of
Non-resident Financial Account)
(hereinafter referred to as
“Administrative M res”). As a
crucial initiative fomlementation of

CRS, the Admini tive Measures are
basically consis.

suggestions of OECD, and the
relevant definitions, which are shown
Delow, have been organised in line
with Chinese actual circumstance:

* Non-residents ’
Non-residents mean persons or
enterprises other than Chinese
residents for tax purposes, but not
including government institutions,
international organisations, financial
institutions or listed companies and
their affiliates. Moreover, residents
who have emigrated are also
regarded as “non-residents” that
have to make declaration of
t information.

-~

PE2AHEEFPRERRAE
EEME

BT EERBARN CRS AL1t
FEBERFRSEBR 2016 F 10 A 14
Ao CGEEREREREFIHESER
AEERIE (BCRERR) ) (LT
s [EEIE] ) - ER%EE CRS
MEBEERE - TEPAHE OECD Wi
HEA—E - FEESRERHEE
EERET 7T - BB

* FER
FEE RAEH) = B U R R AN
AR - B BERH#E - BIR
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FRR ©

o ERIEIE
BT FR ¥R 50 & RS B FEERTT
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« Financial Institutions from financial assets, and o« SRIEES

Financial Institutions which have to
take on the obligation of declaration
include banks, financial institutions
that accept public deposits,
security companies, future
companies, insurance companies,
investment institutions and trust
companies, while finance
companies, consumer financing
companies and auto financing
companies do not assume the
obligation of declaration.

Financial Accounts
Financial accounts include deposit

incomes by selling financial
assets, etc.

* Account Categorisation
By following the categorisation of
OECD, accounts are grouped into
new accounts, existing accounts,
institution accounts and personal
accounts, and different verification
procedures and standards are
adopted under the Administrative
Measures. Enterprises and persons
who open new accounts in financial
institutions also have to sign an
identity declaration document of

TREFPBREEFHRES - Riga
P EEER  UNBER ﬁﬁE
P BYEM 2 EEFEAN
EERP -

s BIAR
TRUBASFREIRFHAEAE
£ Blgn - 2% ik - AR
5 BRSE - RPN LA ERE
EFEENNE REMLESRE
ENRASE -

* IRF2%
/a A OECD MDA - BIEIDE
HBHFRP ARG, - WERAM

accounts, policy contracts, equities residents for tax purposes.
and creditor’s rights, as well as

BARSEITTES - LRATRM

security accounts, financial Exchar]gle AProceduIrefs of . EEIRFARE © E@ﬁﬂ%%%ﬁﬁ}g
products and escrow accounts like inancial Account Information MEXMEN - BARE—HBRME
funds, trusts, etc. Based on CRS, if overseas residents REMER -
for tax purposes open financial

 Contents of Declaration accounts, their account information
Financial institutions are required to will be delivered and exchanged to the EREFERERAE ol
submit information of the account countries which the residents for tax MRIRCRS - FIMRIKE KPS 52 R
owners annually, such as names, purposes belong to. Taking the RS - HRRP R S ARE A SR MG P
addresses, taxpayer identification example of a mainland resident BRI ERE - J«/( Wﬁﬂ%ﬁ%‘t%ﬁﬂ%ﬁﬁﬁ
numbers, account numbers, opening personal account in EARRFE RO - FEERZWT -
account balances, as well as Hong Kong, the operation procedures
interests, dividends generated are listed as follows:

Further legal actions will be taken once
tax evasion behaviour is found

EERBABITR - RIVE— PROERER

Personal information has to be submitted
when opening account

PR B A B R

Mainland Residents O ’I
AtEE

Hong Kong
Financial
Institutions

HEERKE

02

Hong Kong

Inland Revenue
Department
BELGEE

Delivery of financial account information

WEEBERPES

Exchange of information

R
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Handling Due Diligence for
Tax-related Information

Apart from new accounts, financial
institutions are also specifically
required to conduct due diligence
under the Administrative Measures, in
which the deadline of due diligence
for high net value accounts with total
balances exceeding RMB 6 million is
at the end of 2017. Not only the
unprecedented disclosure of wealth
has concerned the enterprises, but
also brought worry and anxiety to
persons who possess overseas
financial accounts. However, being
not to introduce a new tax, and as a
way to enhance the management of
cross-border taxation, the
Administrative Measures have been
formulated and implemented to cope
with persons and enterprises who
make use of overseas accounts to
avoid tax. Taxpayers possessing
overseas financial accounts and
financial assets are advised to review
whether declaration of taxation is in
compliance with regulations as soon
as possible so as to avoid tax penalty
imposed by the resident countries.

In addition, there is no lack of offshore
jurisdictions like the British Virgin
Islands (BVI), the Cayman Islands and
Seychelles among countries and

regions which have guaranteed to
implement CRS. In the age of
increasing transparency in tax-related
information, it would be a wise choice
to invest in countries and regions
which have double taxation
agreement or investment protection
agreement.

Although it still takes time from
collecting account information to
conducting taxation management by
making use of this information, the
possibility of using overseas
information will certainly increase as
currently China is reviewing and
reforming its domestic tax law at a
faster pace. In other words, the risk of
tax-evasion by means of opening
overseas accounts to conceal assets
will significantly increase, thus
business operators or taxpayers who
earn income from abroad should
organise the relevant accounts as
soon as possible and derive long-term
plans in order to proactively respond
to new challenges.

SHRERRMAENES
BTHRERS  EEWEAERES
BEEBANIRBRSETERASLS - K
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ERSA R ERRPMEREENH
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A ARERAEEREOHSREE o

Btoh - RS A EE CRS A E
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BRERZENER MR TR APREZ
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Hong Kong Innovation and Technology
BureauPromotes Economic Diversification

HEAFEEER, T -
HE)EEZ IS E

Innovation and technology have been a major trend of modern

world development. In order to open up business opportunities
and promote economic development, on 20 November 2015
Hong Kong established the Innovation and Technology Bureau
(hereinafter referred to as “ITB” ), which leads Hong Kong's
innovation and technology development and through
formulating comprehensive policies, supporting
infrastructures and cultivating talents. The public generally
welcome the establishment of the ITB, and the industry thinks
that it can help to create economic diversification and more

job opportunities in Hong Kong.
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The Advantages of 2015, Karolinska

Hong Kong’s Innovation and Institute and

Technology Development Massachusetts

A great number of advantages in Institute of Technology respectively Efﬁﬁ“?ﬁ &ﬂ-ﬁﬁﬁ@m

well-established legal system, 4 ¥ e Hona K moOEBIEEER - A g&g {% o=

effective intellectual property and innovation centre In Fong Kong. S = >
The Academy of Science of & PEEENEMBATES - ATH

protection, comprehensive technology Y S HERARERRS

. ) . H K hich has b | HBEES - GLERRBERRFIEE

infrastructures and financial system, ong rong which has been recently R 5 R

and marvellous pool of talents established can also facilitate EXRRHTAL ﬂﬂﬂ&%|‘|ﬁ' TR BHA

orovides Hong Kong a friendly Hong Kong's scientific research HRETEP - 2015 F » InHREMES

environment to develop development. F%ﬂ%ﬂﬁ%filgﬁ%& =i ﬁfh;%ﬁk

attracts world-leading scientific Programme Highlights Lﬁﬁﬁ'\]ﬁ%ﬂ%ﬁﬁﬁﬂﬂﬁ@)%\%ﬂ

research institutions to settle down. In The ITB is committed to promoting e -
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commercialisation of R&D results and
will explore the development of
cross-technology projects which are
recently derived. Key tasks in future
include:

¢ Creating cooperation opportunities
with world-leading scientific
research institutions

e Promoting smart productions and
developing industries which are
suitable to take Hong Kong as the
base

* Planning and launching new
measures to encourage private
institutions to invest in innovation
and technology

¢ Formulating and implementing
measures for smart city

* Forging Hong Kong into a
well-connected Wi-Fi city

¢ Helping solve social problems
through appplied innovation and
technology

* Studying the application of
innovation and technology products
and services

* Enlarging the pool of innovation and
technology talents, etc.

Supporting Measures

The establishment of the ITB aims to
create an energetic ecosystem
allowing the government, industry,
academia and research sector to
collaborate with each other under the
support of quality hardware and
software in order to create more
opportunities. In regard to this, the
[TB will provide the following
supporting services:

¢ Encouraging Scientific Research
Hong Kong government injected a
capital of HKD 2 billion into the
Innovation and Technology Venture
Fund for establishing the
“Midstream Research Programme
for University” subsidising
universities to carry out research
projects in key technology areas.
Moreover, to support the mainland
scientific institutions set up in

Hong Kong, the government also
offers a maximum of HKD 5 million
subsidies annually for each of the
22 Partner State Key Laboratories
(SKLs) and the Hong Kong branch
of Chinese National Engineering
Research Centre.

Re-Industrialisation

In view of the labour cost raised in
the mainland, some Hong Kong
enterprises consider to move their

production lines back to Hong Kong.

The ITB has actively promoted
“re-industrialisation”, encouraging
the enterprises to develop
high-value-added industries and
production processes for facilitating
smart production.

New Enterprises in Innovation
and Technology

Currently there are more than 1,600
new enterprises, 40 incubators and
co-working spaces in Hong Kong.
To further support these new
enterprises, the government
injected HKD 2 billion to set up the
“Innovation and Technology Venture
Fund”and cooperate with private
venture capital by means of pairing.
It is expected that the Fund will
attract more venture capitals to
invest in Hong Kong, Hong Kong
new enterprises can also develop
rapidly by leveraging the knowledge
and commercial networks of the
venture capitals.

Forging a Well-connected Wi-Fi
City

Within the next 3 years, the number
of free “Wi-Fi.HK” hotspots will
increase from 17,000 to 34,000.
Moreover, the [TB has a great
intention to enhance the Wi-Fi
speed and security.

Developing a Smart City

The ITB plans to build a smart city
with scientific research and private
and public institutions, specific
measures include releasing more
public data, developing smart
homes, appointing consultant

TIEER

AR BB EKRRE R
Wi ERRER — LFIOTERESHAMT
HE - RRITEBHBE

o HBERIt RALEHARB S EOKS

s HEEREAEULERBAEEARE
HH T %

o MM LA - SR ERERE
BIFTRHE

o THFRMMEITE B ME i

o ERABAEB Wi-Fi T

o FEBMEAAIFTEHL BB R M SR8

o T FTE A AIRLE S A AR TS

o MHREIBIASESE

XiRiEE

BRI BRI - BHEME— MW
TEARERRRS - BT - ER - Bl
REMER (B [BESH] ) £BE
FREURHE T  EBRE BIEE %
B o Bk - BIRB BRI T SRR
7

° BREIRIER

AR A ERESBINIE 20
BB » AL [ B iR s T 3% &5t
gl - BT ERPR AL
ERWITE o WO BIIRAMAEST
s - BITER 22 TEREHE
BRENBHERENER TIREM
RPLEEDHL - RHEFEM L
PR 500 &ETTEVERD

« BIXI(
BEE A sS TRANERT - B0 8H
ZRIELEGELQTE - BIRBEE
e [BIXEL]  ZREEZERS
HEEEMEETLT  HBTEE
7= o

« RAIRMIRIESR

RIFEBIEER 1,600 ZREIRE -
A0 ZEMCEMEZETEER - B
E—HIRMAIRE - BRIEE 20
BTG TRIRIBIRES | - JARC
B ELARKRESAE - &
SHEERSIEZARESRERE -
m&EBYIBIREITALERERE S
HMBMBERER  BEKE -

CONPAK NEWSLETTER (@)



HONG KONG INSIGHT
HEWE

companies to define digital
structure of city and technology
standard, strengthening the
cooperation with relevant policy
bureau and departments.

¢ Big Data
Big data can be used extensively,
and public data is the raw material
for big data analysis, mobile
application development of
emerging industries. Earlier the
government has launched a public
data portal “data.gov.hk” in order to
provide enterprises and citizens
more than 5,000 data set in various
fields for free. In future, the
government will keep on promoting
public service institutions and
commercial organisations to release
more data.

¢ Innovation and Technology Fund
for Better Living

The government allocated HKD 500
million to establish the “Innovation
and Technology Fund for Better
Living” which subsidises innovation
and technology projects aiming to
improve people’s living and
encouraging the market to
implement digital inclusion projects
by using innovation and technology
S0 as to support the elderly and
underprivileged groups.

Along with social development and
industry transformation and
upgrading, innovation and technology
will be increasingly important. We
believe that the operation of the ITB
will cover the upper, middle and lower
segments of scientific research and
bring a new picture to Hong Kong’s
economic development.
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DOING BUSINESS IN CHINA
PEER

Inspection Exemption of Chinese Export
Commodities Facilitates Market

Development

FEIRmmEREEO , ahisiaR

Since joining the WTO, China has progressively relaxed its control over import

and export, and implemented the system of export inspection exemption for

quality commodities. The commodities which are exempted from inspection can

be free from various quality supervision and examination and directly

undergone export clearance procedures. The exemption system has significantly

simplified the export workflows of enterprises which not only can promote

outgoing trade and economy but also help to build up international brands.

Commodities Exempted from
Inspection

In recent years, for the purpose of
adapting to the changes of
international trade and enhancing the
competitiveness of export
commodities, the General
Administration of Quality Supervision,
Inspection and Quarantine of the
People’s Republic of China

(hereinafter referred to as “AQSIQ”)
has continuously adjusted the
catalogue of commodity inspection
and quarantine. Currently, general
finished goods, such as household
electrical appliances, construction
materials, industrial raw materials and
toys and so forth, can be exported
without inspection.
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DOING BUSINESS IN CHINA
PEERS

Application for Inspection
Exemption

To apply for inspection exemption of
commodity, applicant firstly has to
submit the application to the
inspection and quarantine institution
where he resides. Once passing the
initial evaluation, he needs to file a
formal application to the AQSIQ,
which will then verify the information
of commodity under application for
exemption and the manufacturing
enterprises, as well as conduct
sampling tests. The certificate of
inspection exemption will be issued
and announced once the verification
is passed.

The certificate of inspection
exemption is valid for 3 years. The
applicant may apply for a renewal to
the AQSIQ 3 months before the
certificate expires, and the certificate
will be re-issued once the
re-verification is passed.

Application Requirements

The system of inspection exemption is
presently China’s quality supervision
system with the highest standard.
Enterprises must meet the following
requirements when applying for
inspection exemption of commodity:

e The commodity maintains a stable
quality in a long term, has good
reputation in the international
market without complaints, claims
and returns due to poor quality
arising from the manufacturing
enterprise, and attains 100%
inspection passing rate for 3
consecutive years;

¢ While having its own brand, the

quality of commaodity takes a

leading position when compared

with the other products in the same
industry in the country or regions;

The quality management system of

manufacturing enterprise meets

ISO9000 quality management

standard or is consistent with the

@ CcoNPAK NEWSLETTER

standard of management system
which is corresponding with the
features of the exempted
commodity, and receives authorised
certification;

e The manufacturing enterprise
possesses certain ability in
inspection;

e The manufacturing enterprise meets
the requirements of “Examination
Conditions for Inspection Exemption
of Import and Export Commaodities”.

Being an effective quality supervision
management practice, inspection
exemption imposes higher
requirements in terms of management
systems and manufacturing workflows
of the enterprises. Not only can it help
the enterprises reduce inspection
costs, but also guarantee the quality
of export commaodities which benefit
the enterprises to open up
international market. It is worth noting
that inspection exemption of
commodities is a practice
implemented only by the inspection
and quarantine department but not
the customs. At present, although the
customs offers class AA and A
enterprises convenience of quick
clearance, it still conducts sampling
inspections on their export
commodities.
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DELIBERATION ON TAXATION
RBATR

ibn Considerations of Subsidiaries

and Branches in China

ERE , FRARMB ARNRES S

Along with bigger business scale, enterprises often need to establish
subsidiaries or branches for the sake of business expansion. Subsidiaries have
corporate capacity, and status of independent accounting and self-financing;
and branches which do not have corporate capacity are the branches or
affiliates of the headquarters established for business operations. In the market
with more fierce competition, comprehensively evaluating taxation features for
different organisations and structures can help the enterprises relieve tax
burdens in line with the circumstances.
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Taxation Managements of
Subsidiaries and Branches

FRIMZ 2EAHMIGEE

EEMGHAEET RS H HD
R 2 BERHE - ENKERIES
| FREND AESAEATRAE
B BRI :

s ERFEH

Income tax and value-added tax of
enterprises are currently the 2 major
taxes paid by the Chinese enterprises.
In the aspect of taxation management,
different approaches are respectively

applicable to the subsidiaries and
branches, as specified below:

e Enterprise Income Tax
Referring to the Enterprise Income
Tax Law, subsidiaries should
calculate the amount of payable tax
independently and pay the
enterprise income tax at their place
of registration. The information of
approval and filing matters related
to enterprise income tax have to be
collected by the subsidiaries and

declared to the local tax department.

RIBCEMEIE - FRREES
%T EANTLER - WA A =T

B - BRLEMEHNEL - BR
$IEW - AT ABETREER - I
A LS ERPTER 3R o

M RBRFFEREMETE [HinTE
B ERBE] RA EAGEM
B - 50% E& D X HER D5 -
50% A AR ° BT ARITR -
D ARIBRAMEHABESLMERER
HARNFE - WHELRFIPIE R

¥ o

/F 19



DELIBERATION ON TAXATION
RBAR

The payment of income tax of
branches complies with the
principle of “prepayment at the
locality, final settlement and
payment”. 50% of the income tax
payment calculated by final
settlement will be shared by each
branch, while 50% will be paid by
the headquarters. Different from the
case of subsidiaries, the information
of approval and filing matters
related to enterprise income tax of
branches are collected by the
headquarters and declared at the
place where the headquarters
locates.

Value-added Tax

In China, both subsidiaries and
branches have to declare and pay
the value-added tax to the tax
department where the enterprise
locates. If the branches locate in
the same province as the
headquarters, the value-added tax,
which can be paid to their local tax
department by the headquarters
through final settlement under the
approval of the Ministry of Finance
and State Administration of
Taxation, is only applicable to
taxable services, while the tax of
salable goods and provision of
processing and repairing services
have to be declared and paid
locally.

Taxation Planning of
Subsidiaries and Branches

With different tax features,
implementing feasible taxation
planning for subsidiaries and branches
can help the enterprise relieve its tax
burden and enhance its profitability.

¢ Tax Concessions
Currently tax concessions of
governments in various places are
mainly provided to corporate
enterprises. If tax concessions are
provided in the place where the
headquarters locates but not the
branches, it is suggested to
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establish a branch office in order to
take relevant advantage of the
policy. On the contrary, if the
benefits are more attractive in the
place where the branch locates,
establishing subsidiary should take
the priority.

Foreign Institutions

When enterprises set up branches
abroad, the government where the
branches locate will levy tax
according to the income of those
branches. Some countries, which
even do not take whether the profits
would be transferred back to the
headquarters into consideration,
additionally impose a “branch office
tax” without providing relevant tax
CONCESSIoNS.
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DELIBERATION ON TAXATION
RBAR

Relatively speaking, taxation
management of overseas
subsidiaries has more advantages.
After paying the enterprise income
tax, the subsidiaries usually only
need to pay the withholding tax
according to the dividends
transferred back to the
headquarters. Besides, the
overseas subsidiaries also enjoy a
variety of tax concessions which are
provided to the resident enterprises
by the local government. When the
local tax rate is lower than the
country where the headquarters
locates, the subsidiaries can also
gain the benefits from deferring
paying the tax for their cumulative
profits.

¢ Profits and Losses of Enterprises
As an independent tax payer, while
profits and losses of the subsidiaries
cannot be carried forward to the
headquarters, the ones of the
branches can be offset by the
headquarters during taxation.
Therefore if the company can make
profit shortly after establishment,
setting up subsidiaries not only can
gain business convenience of
independent legal entity, but also
enjoy benefits from deferring paying
the tax for the undistributed profits
and various tax concessions
provided by the government. If the
new company cannot make profit
shortly, tax expenses of the
headquarters can be reduced
through setting up branches and
offsetting profits of the headquarters
by the losses of the branches.

Tax reduction outcomes of
subsidiaries and branches, in fact, are
affected by the business condition of
the enterprises, tax systems and other
factors, which cannot be simply
summed up by one reason. When
conducting taxation consideration, we
have to make comprehensively
evaluation and also introduce flexible
planning ideas, such as with higher
possibility of losses when the
enterprise is initially established,
payable tax of the headquarters can
be reduced by setting up branches,
and then convert the branches, which
will have already made profits, into
subsidiaries. Only through this
practice, the enterprise can enjoy the
benefits from the policy to a largest
extent and increase return on
investment.
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CAPITAL MARKETS
&EXmia

Family Trust Sustainably Secures Your
Business

HKixls5:t  WESEXES

Modern commercial society has yielded a lot of billionaires. According to
statistical figures from the Forbes, in 2016 the number of rich people whose
global net assets were more than USD 1 billion reached 1,810, where Mainland
China, Hong Kong and Taiwan accounted for about 19%. The way to break the
curse of “from clogs to clogs is only three generations”, as well as passing the
business empire and the accumulated wealth to their next generations have
become a hot topic among the billionaires. In western countries, many
renowned families, such as the Rockefeller, the Ford, and the Du Pont, have
successfully secured their family businesses by means of establishing family

trusts or family foundations.
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Advantages of Family Trust
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Family Trust is a way of wealth
management, in which the trustor

entrusts his/her property to a trust
institution to make management on
behalf of the trustor. For people who
have high net value of assets in
excess of USD 5 million, family trust
can provide the following advantages:

¢ Inheritance of Wealth
Based on the trustor’s preference,
family trust, in which the wealth can
be assigned to any beneficiary or
institution to inherit, has a longer
management duration to cover
several generations so as to ensure
the family business be long-lasting.
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CAPITAL MARKETS
EXhiz

¢ Tax Planning
As trust property is not heritage,
thus rich people can avoid large
amount of estate duties. Also a
longer income allocation cycle can
be set in family trust so as to
control the annual income of
beneficiary into a certain range.

¢ Isolation of Risk
The main feature of family trust is
the separation of ownership and

income right. Once the trust is
established, while the ownership of
asset will be affiliated to the trust
institution, the corresponding
income will still be allocated
according to the trustor’s
preference. It implies that once the
trustor is filed for death or divorce,
the trusted asset can be isolated
from risk by changing the
ownership.
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CAPITAL MARKETS
&EXmia

¢ Protecting Your Business
In avoidance of dilution of equity
due to family conflict, divorce or
separation, the trustor may arrange
the family trust to hold the
enterprise shares so as to ensure
sustainable operation of the
enterprise.

* Asset Appreciation
Trustee can make sure appreciation
of asset through asset allocation
and re-investment according to the
trustor’s preference.

¢ Flexible Provisions
Provisions of family trust can be set
at discretion, and trust amendment
and adjustment mechanism can
also be made in the trust contract
to accommodate the development
requirements of the family in various
period of time.

* Privacy Protection
The management and operation of
the trust asset are performed on
behave of the trustee. The trustor
needs not to disclose the relevant
information to the public, and even
not needs to inform the
beneficiaries about the respective
benefit proportions so as to prevent
conflict among the family members.

The Focal Problems

Along with growth of wealth and
lowered possibility of tax avoidance,
the rich sector has actively searched
for comprehensive ways of wealth
preservation and inheritance. Clarifying
the follow questions would help to
develop a flexible and efficient trust
plan.

¢ Customising Trust Provisions
Talking about trust, the case of
Anita Mui can be regarded as a
classic example of trust plan. In the
case, Anita had designated her
mother, who had gambling
addiction, as the primary beneficiary
and provided that her mother would
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be entitled to receive a considerable
living expense each month until
death. After the death of Anita, her
mother sued the trust company for
the validity of the trust for more than
ten times but still lost the lawsuit
eventually.

Devising a trust plan is a
complicated and professional task,
which does not have a model
answer. With ample professional
knowledge, the devisers must have
worldly wisdom and also draw up
the trust provisions according to the
family condition and the
beneficiaries’ particular situations. In
the above example, though Anita
had made a special arrangement
based on her mother’s gambling
addiction problem, she had
overlooked her mother’s greed and
concealed the contents of the trust,
leading to a regrettable result.

Making Good Use of the
Protector’s Role

Including cash, equities, properties,
trust asset involves a vast amount
of money. How can we prevent the
asset be squandered by the
beneficiary, or coveted or cheated
by others? In case the trustee is a
person, his health status and life
span would bring uncertainty to the
asset management, and the trust
asset may be mixed with his
personal asset, which will impair the
trust asset.

Assigning a familiar and trustable
relative or friend to be the trust
protector or supervisor can
effectively solve this problem. Under
this condition, as the beneficiary
has to get the protector’s consent
before using the trust asset, the
asset can be safeguarded and well
managed. In the above example, if
Anita had made a more detailed
consideration and assigned a
protector for the trust, her mother
would not have to deal with those
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affectionless financial institutes
alone, and the subsequent violent
conflicts could have probably been
avoided.

Solving Potential Problems by
Discretionary Trust

When conducting trust
arrangement, many rich people
worry that their successors would
lose their ambitions or even go
astray, and some of them have a
worry about the non-filial behaviour
of the successors once they have
inherited the huge amount of
money. As such, discretionary trust
is devised to solve the above
problems. As its name suggests,
discretionary trust means the
trustee can adjust the benefit
arrangement in line with various
conditions according to the trustor’s
preference. This mechanism of
“conditional acquisition” of benefits
is commonly implemented in
Europe, America and Hong Kong.
By viewing the examples, to avoid
the trustee getting too much power,
the definitions of beneficiary, asset
management approaches, rules of
allocation should be stipulated in
the trust contract.

Trust Makes No Change to the
Corporate Right of Control

Some points of view think that the

family will lose the corporate right of
control after setting up the trust if
the trust asset involves corporation
shares. Honestly, if the successors
do not have the intention to inherit
the corporation, the trustor may
assign professional institutions to
manage the corporation through
the trust, and can safeguard the
living of successors at the same
time. Setting up the trust, however,
does not mean there is a loss of
corporate right of control. The
trustor can make arrangements like
stipulating the trustee to make no
interference to the company
operation, and appointing family
members to be directors in the trust
contract in order to retain the right
of control. Besides, establishing an
investment company structure can
also achieve the aim of family
control.

Presently the most preferred trustees
by the trustors are those professional
institutions with high reliability and
credibility. In view of the particularity of
family trust, trustors should be highly
aware of the professional quality of the
management team when choosing
trustees. A team with rich legal and
taxation knowledge would be the
hinge to determine the effectiveness
of the trust.
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INTELLECTUAL PROPERTY
MR EE

Remember to Apply for Patent When

Doing Business in China

SRERE , 25HEEF

In the backdrop of Mainland China paying effort to develop knowledge-based economy in recent years, relevant

implementation and management of patent protection continuously have new progression. According to the statistical

figures of World Intellectual Property Organisation, the number of China PCT patent application was up to 17,473, which

had 36.8% increase year on year and was accounting for 15.9% of global applications.
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Patent Protection of China

China comprehensively revised its
patent law after joining the WTO as far
back as 2001. Later, to accommodate
the requirements of economic
transformation and solve the new
problems derived from implementing
patent protection, China has imposed
new patent law in October 2009, and
has been continuously updating the
implementation regulations,
departmental rules and judicial
interpretations. Besides, to further
suppress infringement, China has

lowered the standard of confession on
intellectual property crimes since
December 2004 and those illegal
actions will incur criminal responsibility,
and has specifically explained that
probation is not applicable to
reconvicted offenders who have
already hold administrative or criminal
responsibilities.

We can say that at present the
intellectual protection practice of
China has been connected to
international standard. When doing
business in China, timely applying for
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patent not only can monopolise the
market of patented products and
safeguard the enterprises’ interests,
but also earn economic benefits
through transferring, licensing and

pledging.

Patent Priority

China patent is categorised into
invention patent, utility model patent
and design patent. China, as a
member of international organisations
like the World Intellectual Property
Organisation and Paris Convention,
enjoys international priority. If an
application is submitted to the State
Intellectual Property Office of the PRC
for invention or utility model patent
and the same application is made
within 12 months, the applicant will
then have a priority. Moreover, the
applicant will get international priority
within 12 months from the date of first
application for the same invention or

utility model patent in a foreign
country, or within 6 months from the
date of first application for the same
design patent in a foreign country,
together with filing patent application
in China, according to the agreement
signed by that country and China or
the international treaties joined by
both countries. Fully utilising the
priority can better protect the
intellectual results of enterprises,
helping the multinational enterprises
and investors grasp the market
opportunities.

Patent Application

As the principle of prior application is
adopted in China patent authorisation,
investors have to catch a right timing
to avoid others making the application
one step ahead. In China, information,
such as the document of request,
specification, summary of
specification, pictures of specification
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and right-claiming document (the
scope of patent protection under
request), have to be submitted when
applying for invention patent and utility
model patent; and only the document
of request, pictures and design of
appearance are needed in the
application for design patent. We have
to be aware that documents of patent
application have to meet certain
format requirements, for example, the
use of simplified Chinese characters,
standard form, fixed paper size and
etc.

It is worth mentioning that it may not
be the case for all inventions to
successfully apply for patent and get
protection. For invention and utility
model, the patent applications must
meet the requirements of novelty,
creativity and practicability; for
applications of design patent, the
design must not be the same or
similar to the designs publicly
published in publications inside or
outside China or publicly used inside
China before the date of application.
Also, inventions that are not in
compliance with China laws and social
morality are not eligible to apply for
patent. Scientific discoveries, rules
and methods about intellectual
activities, and diagnoses and
treatments for disease will not be
authorised for patent by the approval
institutions.

Assigning Agency

According to China patent law,
agency has to be appointed to apply
for patent in one of the following
circumstances:

* Patent application made by foreign
enterprise or individual without
regular residence or office in China,
including jointly application with its
name as the first signed person

¢ Patent application made by
enterprise or individual from

€D CONPAK NEWSLETTER

Hong Kong, Macau or Taiwan,
including jointly application with its
name as the first signed person

e Patent Application submitted to
foreign country for the inventions
completed in China by Chinese
enterprise or individual

As interpreting the scope of patent
rights needs highly professional
knowledge and judgement, agency
can help applicants save lots of time
and efforts and make the whole
process more efficient in virtue of their
ample experiences in handling cases.
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Presently in the age of
knowledge-based economy,
technological innovation is playing an
increasingly important role in
economic development. Before
introducing products into China,
applying for patent for the inventions,
technical improvements or
enhancements has been the key for
enterprises to monopolise the Chinese
market and increase their core
competitiveness. Meanwhile, to
encourage inventions and innovations,
China has launched a variety of
preferential policies related to patent
protection. Considering its
importance, have you applied for
patent already?
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Say No to Frequent

Resignation

ISR BREER A

People enjoy freedom of

choosing their jobs in modern
workplace. Some people,
however, resign frequently and
regard job change as a solution
to problems like salary, work,
and interpersonal relationship.
But we should know that
frequent resignation would
only continuously devalue
ourselves and severely break

down our career development.
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Losses from Resignation

Salary is the most common problem
among the many incentives of
resignation. Being once attracted by
competitive salary or high rank, many
employees fail to be aware of the
smaller company scale and limited
development prospect, as well as the
shrunken market after job change. In
this regard, career development of
these employees will be restricted and
the only solution is to change job
again which will lead to a vicious
circle. As if those “busy beavers”,
these employees have devoted their
time and efforts to hunting or adapting
new jobs but neither can make any
performance at work nor enhance
their abilities.

Moreover, another negative effect of
frequent resignation is downgrading
our loyalty. During recruitment,
companies usually take the applicants
work experience into consideration
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and will reject the applications of
those with frequent resignation
records due to regarding them as
unsteady workers.

Making Ourselves
Unreplaceable

Investigation tells us that a job failing
to meet our expectation is not
because of the companies but the
employees themselves. Many
employees regard leaving the job is
the solution to avoid difficulties. Take
salary as an example, with two ways
to get pay rise, one is hopping from
one company to another in which
salary can easily be raised
$1,000-2,000 for each hop and will
be increased about $4,000-8,000
after 5 years, usually without great
changes in position however. Another
way is to keep working in the original
company and gradually get promoted
through sustainably accumulating
work experience and enhancing work
abilities, and pay rise will then be the
consequence. In some occasions, of
course, some employees fail to gain
appreciation even considering
themselves to be excellent in
performance. At this moment, it is
better for them to wait for a while and
not to be impatient as companies
have to go through detailed
assessment in considering pay rise or
promotion, in which the particular
employee may be being assessed by
the company.

In fact, many people feel regret about
their unthoughtful resignation and
realise the good job is exactly the one
they forewent. Employees are advised
to pay effort and work hard in one
position instead of hopping on and off
at the workplace, making ourselves
unreplaceable in the company or in a
certain position.

Effective Resignation

We are not disallowed to resign for
sure. If employees hit bottlenecks of

career development in their
companies, they can create
opportunities for themselves by
effective resignation. Experts say
people resigning under the age of 30
should try their best to get into
companies with larger size compared
with the original companies they
served. When necessary, they may
search for lower ranks in order to gain
work opportunities in big companies
in return. For the older resigning
employees, they are suggested to
choose to work in small to medium
size or less well known companies in
case of having work experience in big
ones, so that they can get higher
ranks in the new companies and
extend their career lives through their
resources, hierarchical concepts and
management abilities accumulated in
the past.

It is a fact that while turnover is a
natural phenomenon in the operation
of companies, moderate staff turnover
not only can make closer
correspondence between talents and
posts, but also vitalise the companies
and give new opportunities to the
employees. Frequent resignation,
which only brings negative effects, will
make impact to the normal operation
of the companies and also incur
losses to the employees and we
should draw a lesson from it.
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Have You Acquired These Middle
Management Skills?

EERESERKRI , BEETIH?

h

Taking the task to connect different levels in managerial pyramid, middle management is a bridge of communication for the

senior and general staff and also a key to future success of an enterprise. While most of the people in this rank are business

masters, they may not be management experts. Here, we would like to share 6 middle management skills with you.

BEEETF T
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Defining the Role Clearly

Often being described as an
“adhesive”, middle management is a
leader of subordinates; and is an
executor for the senior ones. In
practical business, work efficiency of
many people in middle management is
lowered because they have devoted
lots of efforts to taking subordinates’
tasks or overruling the senior’s
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decisions, making business plans
difficultly be implemented. The role of
middle management, in fact, should
be understanding their bosses,
reaching their targets and helping their
subordinates.

Keeping a Proper Distance

Keeping a proper distance is a good
way to establish authority, which can
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be proven by the strict corporation
ranking system in Japan. Though
amiable people can be found among
many outstanding managers,
humanised management should not
involve emotions. Once an intimate
relationship is built up, it would
undermine the authority, making the
system difficultly be implemented.

Bearing Responsibilities

The first step for people of middle
management to exercise their
leadership is willing to bear
responsibilities. They should
acknowledge the faults and apologise
forthwith instead of shirking
responsibilities when making mistakes
at work. It is important to pay
attention to the way of offering
apology to subordinates so as to
avoid being questioned your working
ability.

Implementing the Rules
Consistently

People in middle management have
to set up rules for others to obey and
follow, and make oneself an example.
They should treat all staff equally in
the system and establish their
authority through upholding fairness
and justice of the system.

Controlling Emotions

The middle management should
properly control his emotions at work

without obviously showing your
feelings. A mature, steady and
open-minded manager should even
have personal charisma and be
respected and supported by his
subordinates.

Promises Don’t Come Easy

From the view based on the role of
middle management, it is not difficult
to find that people in that rank are not
empowered to have too much
authority by the enterprises in terms
of salaries and benefits, marketing
decisions, as well as processing
systems. Thus they should never
make promises which are beyond
their authority to the subordinates,
otherwise the promises must be
fulfiled once have been made.

Every person in the middle
management has to take both roles
as a manager and a managee. Being
a team member, not only he has to
keep upgrading his management
ability, but also as a subordinate has
to observe the management system
of the enterprise. It is unbeneficial to
establish an efficient team if just
focusing on individual personality or
acting in undue confidence of one's
own ability. Conversely, he should
behave properly in line with his
position so as to gain support from
the others.
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UniStand Appraisal, Trustworthy Valuation Expert
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In the modern commercial society, a comprehensive understanding and an accurate valuation on assets and business activities are
the important knack to utilise resources and outstrip their rivals. UniStand Appraisal Ltd. is formed by a group of experts with
internationally recognised professional qualifications. Adhering the principle of professional independence, we have accumulated
ample experience in the field of business and assets valuation together with a proven track record of issuing quality appraisal reports.
For decades, we have been focusing on corporate assets appreciation and long-term development, dedicating to providing objective
and comprehensive valuation as well as consultation services. Our services include:
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* Business Valuation o AT

e Fixed Assets Valuation s EEEENM
e Intangible Assets Valuation o MIFEENG
¢ Financial Instruments Valuation o ST R
e Business Advisory Services o DEXMARTE

Hong Kong Office &EWEE Member of Conpak Group

Room 604, 6 / F, South Tower, World Finance Centre, Harbour City, 17 Canton Road, E Bm % & B
Tsim Sha Tsui, Kowloon, Hong Kong

BERBTRESDIHERRE 17 SR8 S MR E B /ORI EE 6 18 604 =

Tel: +852 2292 3820  Fax: +852 22923819  Email: info@unistand.com.hk

Website: www.unistand.com.hk
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The Hong Kong tax law is simple and a lot of tax relief

items are available. To help tax payers quickly calculate the

salaries tax or personal assessment, Conpak launches the “Hong Kong Salaries

Tax Calculator”. This tax calculating application is designed in accordance with the

current laws and regulations of the Hong Kong Inland Revenue Department. It is easy to use, convenient,
and accurate, giving users a clear idea about their tax burdens each year.
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Hong Kong Headquarters

Address: Rooms 05 -15, 13A/F, South Tower, World Finance Centre,
Harbour City, 17 Canton Road, Tsim Sha Tsui, Kowloon, Hong Kong

Tel: +852 2666 2888
Fax: +852 2233 2888
Email: info@conpak.com

Beijing Office

Address : Rooms 2205 - 2207, 22/F, Tower B, Gemdale Plaza,

91 Jianguo Road, Chaoyang District, Beijing 100025, China
Tel : +86 10 5659 1111

Fax : +86 10 5825 5899

Email : beijing@conpak.com.cn

Shanghai Office

Address: Rooms 2702 - 2708, 27/F, 2 Grand Gateway,

3 Hongaiao Road, Xuhui District, Shanghai 200030, China
Tel: +86 21 5389 6666

Fax: +86 21 6448 6268

Email: shanghai@conpak.com.cn

Shenzhen Office

Address: Rooms 2711 -2712, 27/F, Shenzhen International
Chamber of Commerce Tower, 168 Fuhua 3" Road,

CBD Futian District, Shenzhen 518048, China

Tel: +86 755 8882 0088

Fax: +86 755 8831 3533

Email: shenzhen@conpak.com.cn

| [ |
|
Conpak Website
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About Conpak

Founded in Hong Kong, Conpak is a practicing accounting firm providing “one-stop” professional services. With support and trust
from our clients, Conpak currently has offices in Hong Kong, Beijing, Shanghai and Shenzhen. The quality and standard of our
professional services are highly recognised.

Focusing on the long-term growth of enterprises, we endeavour to devise the best tailor-made solutions for our domestic and
overseas clients for their business development, ranging from auditing, accounting, tax advisory, company incorporation, corporate
financing, IPO in Hong Kong, trademark registration, patent application, valuation services and etc. We also actively participate in
community services such as charity, environmental protection and voluntary works to fulfil our social responsibilities.
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This publication is provided as general information, and would not replace a professional consultant's advice. For more details,
please visit: www.conpak.com
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