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The recent visit to Beijing by some of Hong Kong’s preeminent 
business figures provided an important opportunity to discuss 
with senior leaders the political and business environment 

in Hong Kong. During a meeting with President Xi Jinping, I was 
impressed by his concern for Hong Kong’s economic and political 
development, and stability. He stressed that the principle of “One 
Country Two Systems” must be adhered to, along with the Basic Law, 
to ensure that Hong Kong can achieve universal suffrage in 2017. 

Political development was a focus of the meeting, but President 
Xi was also eager to discuss how the HKSAR might support China’s 
13th Five Year Plan (FYP) and business prospects for 2015. Delegates 
reviewed the state of the economy and stressed the need to find 
consensus among a broad majority of society on key issues to avoid 
dragging down the economy and Hong Kong’s competitiveness.

As we anticipate the finalization of the FYP, we need to think 
carefully about Hong Kong’s role in the national economy. We 
also need to consider how we can support national aspirations 
and objectives, which are “establishing a moderately well-off and 
harmonious society by 2020,” rather than limiting ourselves to a 
narrow ‘what’s in it for me’ attitude. 

At the Chamber last month, we held two forums where members 
discussed how to best position Hong Kong in the 13th FYP. Among 
the many suggestions were deeper integration with the Pearl River 
Delta and providing our professional expertise to help Mainland 
companies go abroad.

Hong Kong presents an opportunity to test out new ideas, such as 
renminbi liberalization or out-bound tourism, in a safe and well-
understood environment. As policymakers in Beijing decide on the 
pace and extent of the next steps toward lifting restrictions, perhaps 
on capital controls, we will be well placed to support their plans by 
showing the way. 

The breadth and depth of our knowledge of China’s business 
environment and the international standards to which we hold 
ourselves are second to none.  For more than three decades, Hong 
Kong companies have provided about half of all direct investment 
into China, and our stock exchange has been the main pillar for 
Mainland companies to raise capital. Over the years, our ties with 
the PRD have grown more entwined, and while we still have room 
to improve our regional integration, particularly areas such as air 
traffic control, progress in other areas, such as tackling regional 
environmental problems, is proving we can work together for a 
better future. 

Working Together 
for a Better Future
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The ongoing political discord and planned demonstrations 
threaten to damage Hong Kong’s business environment, so I hope 
that the “street fighters” will stop kidnapping the interests of the 

whole city with their irrational political plans.
Moody’s, the international credit rating agency, recently announced 

in its report that if the discord continues, Hong Kong’s standing as a 
global financial center would be eroded – which would result in a lower 
credit rating. It has given the territory an “Aa1” rating, the company’s 
second-highest rating. Standard & Poor’s Ratings Services (S&P) issued 
a similar warning ahead of Moody’s rating. 

Hong Kong is dealing with its worst political tumult since the 1997 
handover. It is being exacerbated by the pan-democrats threats to 
Beijing that they will occupy Central unless they get what they call 
“genuine” universal suffrage. Beijing has reiterated that implementing 
universal suffrage is in accordance with the Basic Law and relevant 
NPCSC decisions, and that it would not give in to threats. Despite this, 
the Occupy Central campaign initiators continue to plan disruptions in 
Hong Kong. 

If the pan-democrats’ reason for existence continues to be 
planning street protests and filibustering in LegCo, they could disrupt 
Government operations and force the city’s credit rating to be 
downgraded. This would deal a further blow to the city’s economic 
competiveness and send a negative signal to companies that there are 
some risks to doing business in Hong Kong. 

In recent years, high property prices, labour shortages and 
inadequate infrastructure have been chipping away at the SAR’s 
competitiveness. An annual Global Competitiveness Index last month 
ranked Hong Kong in seventh place – the same as last year – but still far 
behind second place Singapore, and just behind Japan, which moved up 
from ninth place last year. 

I think all these reports and credit rankings serve as timely warnings 
to those who are challenging the rule of law by planning illegal activities 
that their actions will come with huge consequences that we all will 
have to bear. They must stop damaging Hong Kong before we are 
downgraded. Everyone has worked extremely hard for decades to build 
Hong Kong into the success that it is today, which could be damaged by 
these individuals in a short period of time. 

The Government must continue to focus its energy on development 
people’s livelihoods and the economy, supporting and coordinating 
technological development, and providing citizens and enterprises with 
opportunities to realize their aspirations and build for their future. 

Doing More 
Harm Than Good





Increasing life expectancies, aging societies, and providing for 
retirement security are huge issues that governments around the 
world are struggling to address. In Hong Kong, by 2041, one-third 

of residents will be aged 65 or older. On top of this, our labour force 
will start to decline from 2018. This will put an enormous fiscal 
burden on the Government, even without a pension scheme in place. 

Looking beyond 2041, a report from by the United Nations forecast 
that by 2050, the number of people over the age of 60 will surpass 
those aged 15 years or below for the first time. As Hong Kong has one 
of the highest life expectancy rates in the world, we can expect our 
senior citizens to live beyond the predicted average of 84.4 years old 
for men, and 90.8 years for women by the middle of this century.

University of Hong Kong Professor Nelson Chow Wing-sun, 
who headed a study on retirement protection commissioned by The 
Commission on Poverty, forecast that if the Government injected a 
one-off $50 billion into the pension pool, and both employers and 
employees paid in a pension tax of 1% to 2.5% of employees’ salaries, 
this would be enough to pay every Hong Kong citizen aged 65 and 
older with a monthly pension of HK$3,000. However, he pointed out 
that the fund pool would turn to deficit from 2026 onward, and funds 
would dry up by 2042. So if the Government decided to continue with 
the fund, it would have to inject more money into the fund, or raise 
the pension tax – or both. 

The Chamber believes that extra taxes would put a heavy burden 
on small businesses and employees. Moreover, such a move would not 
guarantee the fund’s sustainability as our life expectancy increases. 

Most broad-based pension systems around the world are in 
trouble, despite people having paid into the schemes for decades. 
Some countries are trying to reduce their pensions and raise the 
retirement age to make their schemes more sustainable. 

As calls for a universal pension stem from the need to eradicate 
poverty among the elderly in Hong Kong, would money given to 
elderly people who do not require financial assistance be better spent 
on targeted individuals with no retirement provisions? For example, 
each year, some 100,000 people pay salaries tax on incomes of more 
than $1 million. These people do not need public assistance in their 
old age.

We need to put our scarce public funds to work where they will 
do the most good, not where they will be wasted, and that means 
targeting the elderly who are most in need of assistance. 

Any Sustainable 
Pension Scheme Must 
Target Those in Need





One of the main roles of governments is to take 
money from one place and give it somewhere 
else. The “take” is general taxation, although 

other sources such as land sales or state-owned enter-
prises may contribute a share. The “give” includes all 
public services as well as subsidies and contributions to 
international causes.

The government share of GDP in economies with 
which we might compare ourselves has been falling 
for some time. The first graph shows government con-
sumption in North-east Asia and Singapore, in 1995 and 
in the latest year. The data are from the Asian Develop-
ment Bank.

The second graph shows the different patterns of rev-
enue collection, from rising in Hong Kong, Korea and 
Japan to falling in Taiwan and Singapore. From 1995 to 
2013 (or, the latest available data), government revenues 
as a share of GDP dropped by 1.4 percentage points 
among our selected peers. Here in Hong Kong, it rose 
by five percentage points. The largest change by far is the 
11.7 percentage point drop in Singapore, coincidentally 
the one competitor on which we keep the closest eye. 

Note that we are not the lowest, with 21.1% of GDP 
being collected by government as revenue. That honour 
goes to Taiwan, followed by Japan and ourselves. Bear 
in mind that these other governments spend consider-
able money on national defense, which we are spared. 
They also have much more extensive foreign relations 

Government 
Redistribution

bureaucracies, including full embassies and consulates 
around the world. With the exception of Singapore, they 
also have vastly larger territories to manage and popula-
tions to service.

The last graph shows what many argue means the 
most to business: the taxman’s bite. Taxes, which are 
only a subset of government revenue, are where the rub-
ber meets the road. Carving out taxes from other reve-
nue shows the same pattern: down 2.1 points elsewhere, 
up 2 points here.

Although Hong Kong looks very good when compar-
ing government spending to GDP, we are only middle-



ranking when it comes to taxes collected. Notice that in 
both taxes and revenues, Taiwan and Japan collect less 
than we do, and Korea and Singapore just a tad more.

Interestingly, our spending patterns are different, 
too. In Japan, healthcare is equal to 7.3% of GDP, as 
compared to our own 3.2% share and the average 0.6% 
among the other Asian Dragons. We spend about the 
same on education (3.6%  vs. 2.7%) and social security 
and welfare (2.6% vs. 3.6%).

At the end of the day, it seems it isn’t so much what 
you do with it as how much you need to take in order 
to do it. 

Government spending in Hong Kong has been rising, decade 
by decade, averaging 17.6% of GDP over the past decade. As 

per the Basic Law, growth in expenditure should be broadly in line 
with growth in nominal GDP, and it rarely slips below that level.

Amid rising spending and falling global trade, we’ve managed 
to record very large budget surpluses. In the past ten years, 
they’ve averaged $45 billion a year, about 2.5% of GDP. This year, 
we’re scheduled to spend $420.9 billion and to end the year with 
some $743 billion in fiscal reserves.

Out of that spending, the average for to healthcare and social 
welfare has been 2-2.5% of GDP per year over the past 10 years. 
A further 3% went to education and nearly 3.4% to capital 
investment projects. The myriad of other Government tasks and 
responsibilities account for the remainder.

Through the North Atlantic Financial Crisis, the pattern 
remained unchanged, which attests to the strength of our public 
finances. Over the past five years, Hong Kong’s economy has 
expanded and average of 4.5% per annum in nominal terms. Total 
public spending rose 6.9% p.a. during that same period, with the 
annually required recurrent portion up 6.1% p.a.

The recurrent spending is the bit that needs the most attention, 
as these are the built-in costs of running our city. The largest share 
of the pie, 20.4%, goes to education; followed by social welfare 
(18.1%) and healthcare (15.8%). Housing and infrastructure 
together comprise just 9.9% of recurrent costs. Together, health, 
education and welfare account for over 54% of recurrent public 
spending in this year’s budget, but less than 14% of GDP.

This year’s report of the Working Group on Long-Term Fiscal 
Planning points out that the recent run of budget surpluses are 
not sustainable, and that we cannot expect expenditure to 
continue to grow faster than nominal GDP. In particular, the report 
notes that recurrent spending tends to rise more frequently and 
faster than they go down.

At our current level of services, demographics and inflation will 
increase spending on education, social welfare and healthcare 
from an estimated 8% of GDP in 2014-15 to 0.3% in 2041-42. 
This is despite a small, two-tenths of a percent decline in spending 
on education as the 3-21 year old population declines.

When we add in other fixed costs, total Government 
expenditure is forecast to rise from 19% of GDP this year to 23.9% 
in 2041-42. Bearing in mind that we are working with 
assumptions that make sense today, this will require some 
imaginative thinking in terms of revenues and prioritization. 

Healthcare financing reform is a step in the right direction, 
albeit one we have not heard much about recently. Another area 
that has gone quiet is broadening the tax base, which will be very 
important to our long-term fiscal sustainability. What we are 
hearing more about is universal pensions, additional subsidized 
housing and more money for youth, culture and other highly 
desirable projects. All of which cost money. 

Where the Money Goes





Business Summit Ad.indd   1 14年10月3日   下午3:37



Hong Kong’s new town programme of the 1970s 
was a huge success, and illustrates our ability to 
meet housing and social needs when we have 

the will to do so. Hong Kong’s infrastructure develop-
ment, particularly its transport facilities and networks, 
is often quoted as a global standard, and the envy of 
many cities around the world. This early strategic plan-
ning and development system was highly instrumental 
in ensuring Hong Kong’s competitiveness and its role as 
the gateway to Asia and China. In recent years, however, 
the current town planning process of providing land for 
housing, business and social needs, has not been meet-
ing the city’s needs.  The lack of a top-down strategic 
plan and an efficient planning process are the main rea-
sons behind the problem.  

Top-down Strategic Plan    
Hong Kong used to have a strategic plan that guided 

its overall land use planning and development. In recent 
years, the strategic plan has been fragmented into some 
140 Outline Zoning Plans (OZPs), and their strategic 
linkage with the overall planning goals and objectives1 
is missing. The Chamber appreciates that the Govern-
ment is reviewing the Hong Kong 2030: Planning Vision 
and Strategy (HK2030), and we hope that the Govern-
ment will re-establish a top-down approach in devising 
a strategic plan. This should explain how the planning 
goals and objectives relate to the 140 OZPs, what cri-
teria determine land uses of a new development area 
and neighborhood, and how a balance can be struck 
between long-term social and economic development 
and environmental sustainability. 

The Government may want to make reference to the 
town planning model of Singapore. It uses a three-tier, 
top-down approach, starting from (a) a Concept Plan 
which is the strategic land use and transportation plan 
that guides Singapore’s development over the next 40-50 
years. (b) a Master Plan which translates the broad and 
long-term strategies into detailed plans for implementa-

tion over 10-15 years by specifying the permissible land 
uses and densities at a district level. It is reviewed once 
every five years. Based on the planning directions set 
out in the Concept Plan and Master Plan, land is then 
released for development with (c) Site-specific Design 
Guidelines to bring the plans into reality.  

This system allows Singapore to identify, release and 
reserve sufficient land parcels to support continued eco-
nomic development in a well-planned and strategic way. 
Singapore, as a result, does not suffer from the short-
ages of land for housing and other social infrastructures 
that plague Hong Kong’s development and undermine 
its competitiveness.

Expediting Planning Process 
The town planning process of Hong Kong needs to 

be streamlined at all levels to speed up decision-making 
and ensure that Hong Kong gets the land and facilities 
it needs in a timely and cost-effective manner.  There 
are numerous examples of large-scale planning deci-
sions not being well taken, such as the planning and 
redevelopment of Kai Tak, West Kowloon and the recent 

A top-down strategic plan, based on 
the successful model used in the 
1970s, should be put in place to 
address our town planning woes
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Northeast New Territories development projects.  Hong 
Kong will lag behind others if it takes 20 years for our 
planning system to recognize that most manufacturing 
activities have moved to Mainland China and a large 
number of industrial buildings are either redundant or 
inefficiently used, and 10 years to bring the idea of con-
verting industrial/office land use into other uses to frui-
tion. All these examples illustrate that a more efficient 
planning process is urgently needed. 

The world has been moving towards a digital world 
with the advent of new technologies, including public 
services provided by governments.  The operation of the 
Town Planning Board should be renovated from a paper 
to a paper-less system which enables applications and 
submissions to be filed, stored and retrieved in digitalized 
format.  This reduces time and resources in copying, dis-
patching and filing documents, resulting in a more effi-
cient and environmentally friendly means of operation.  

In this connection, public consultations on town plan-
ning should be conducted in a more interactive and user-
friendly way. As using Bring-Your-Own-Device in the 
workplace is becoming  more common, the Government 

could consider developing an online platform / portal for 
the public to submit their views via mobile apps and tab-
lets to expedite the collection of the public’s views.  

More Transparency Needed 
A more transparent process on planning approval 

should also be put in place to prevent delays and extended 
rounds of back-and-forth written submissions. The cur-
rent system does not allow applicants to amend plans in 
response to queries in person in the deliberation sessions, 
which are closed to the public.  Opening the deliberation 
sessions to the applicants will not only make the system 
more transparent, but also reduce cost and time, and 
ensure that Hong Kong gets the urban facilities it needs in 
a more timely and cost-effective fashion. 

We need to initiate these changes sooner rather than 
later, or Hong Kong will suffer from not just having inad-
equate urban facilities, such as a lack of housing and 
office space, but our facilities will be inferior to our com-
petitors.  Poor urban planning is eroding the affordability 
of housing for normal working people, as well as making 
costs of doing business higher than they need to be. 
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Hong Kong faces an aging society and, by 2018, a 
shrinking workforce. This year, we’ve seen a con-
sultation paper on our future population policy 

that predicts our labour force-to-population ratio will fall 
from a high of 53.7% last year to as low as 44.1% by 2041. 
In that later year, those over the age of 65 will comprise 
32% of our population, more than three times the share 
of those under 14. Life expectancy for women will top 90 
years, and for men more than 84 years.

A Report of the Working Group on Long-Term Fis-
cal Planning reminds us that Government revenues are 
highly sensitive to economic performance; that the tax 
base is too narrow; and that even without any increase 
in public services the cost of Government will rise from 
19% to 23.9% of GDP by 2041.

The Research Report on Future Development of 
Retirement Protection in Hong Kong painted an equally 
cautious outlook. With apologies to Mr Churchill, never 
will so few be asked to take care of so many.

Any universal pension scheme is a very complicated 
matter in need of extremely careful thinking and very 
tight control of our tendency toward political posturing. 
Paying for such schemes has caused great fiscal prob-
lems in most of the developed world, which makes it all 
the more imperative that we fully understand any com-
mitment made on behalf of future generations. 

As Professor Nelson Chow Wing-sun, the author 
of the new pensions report puts it,  “A ‘perfect’ old age 
grant system was virtually non-existent, countries and 
regions were constantly exploring and enhancing exist-
ing old age protection systems in their varying circum-
stances in order to reach the goals of wide coverage, 
diversification, adequacy in protection, affordability and 
sustainability.”

Who benefits?
But, does it have to be universal? Why not simply 

focus on those who need assistance? There are two 
points often made in this regard. First is fairness; we’ve 
all contributed to Hong Kong’s success, and therefore 
we are all “owed” a share of the pie. Second, a universal 
system is administratively easier, requiring only a valid 
ID card.

But, are these two points worth the extra cost? In 2011-
12, over 100,000 people paid salaries tax on incomes of 
more than $1 million. These people should be able to 
finance their own retirements. Means testing would 
ensure that public funds are allocated where they are most 
urgently needed, rather than being wasted on those who 
do not need assistance. Fewer people receiving assistance 
means that either more money may be given to each per-
son (generosity), or that the system will be able to provide 
money for a longer period of time (sustainability).

The extra administrative cost of determining who 
is eligible is a fair point, but not insurmountable. One 
solution would be to require anyone claiming a pen-
sion to self-certify. As with all tax deductions, and ben-
efits such as CSSA, those falsely claiming something to 
which they are not entitled would be subject to fines or 
imprisonment. Certainly, there would be cases of abuse, 
but as the miscreants are caught and punished, others 
would be deterred from doing the same. In the long run, 
it would be less expensive than providing pensions to 
those who are fortunate enough not to need the money.

How sustainable?
It is telling that the models identified in the new pen-

sions report are unsustainable over the long term. While 
the outlook is only to 2041, someone joining the work-
force in 2020, at the age of 20, might claim benefits in 
2065. Any reasonable model would need to prove its 
viability over a very long period. (The one model that 
claims sustainability assumes no economic implication 
from raising the profits tax rate and confiscating a por-
tion of MPF contributions. Both assumptions are dan-
gerous ones on which to build a robust system.)

Our Mandatory Provident Fund (MPF) already 
provides a retirement safety net for employees. At the 
end of last year, the MPF covered about 40% of Hong 
Kong people 20 years of age or older. It held $514.1 bil-
lion in assets, equal to just under one-quarter of GDP. 
Whether it is adequate or not is another matter, and one 
that deserves serious attention. Still, it is the only broad-
based retirement scheme we have, and so it makes sense 
to use it as a reference point when considering the con-
sequences of universal coverage.



The implications of expanding coverage to include 
everyone over 20 years of age are profound. Today, 
more than 3.5 million additional people – those over 
the age of 20, but not part of the MPF – would be eli-
gible for benefits. If we don’t want to get into financial 
trouble some decades down the road, funding such a 
commitment would have to begin promptly. Again, 
using the MPF as a proxy, the increase in coverage 
from almost 40% of over-20s (i.e., those in the MPF 
scheme today) to everyone in that age group is of the 
same magnitude as an increase in assets required from 
under 25% of GDP to over 60%. Even that higher fig-
ure, however, is still on the low side of the OECD aver-
age. 

While some of the proposals suggest raiding the 
MPF for the necessary funds to provide for all pension-
ers, the Mandatory Provident Fund Schemes Authority 
(MPFA) believes, “Any retirement protection system 
which would undermine the effectiveness of the MPF 
System would be both inadvisable and retrogressive.”

It further notes “that careful consideration would 
need to be given to such a transfer as,

 it is tantamount to transferring individual private 
savings to public resources;

 it would have a detrimental impact on how much 
members can accrue through the MPF System; and

 depending on how the transfer would be imple-
mented, it may affect the contractual relationship 
between employers and employees.”

Experiences elsewhere 
A common rule of thumb is that workers will need 

30-35% of their typical salary for each year of retire-
ment. This takes into account rising incomes as an off-
set to rising costs of living later in life. In other words, 
a worker employed for 40 years and anticipating a 20 
year retirement would consume two-thirds of his or her 
annual income, and set aside every year one-third for 
retirement.

Universal or state-provided pensions in many coun-
tries require citizens and residents to contribute a por-
tion of their income during their working years, in 
order to qualify for benefits later in life. Other systems 
simply pay for pensions out of a broad tax base. Some 



programmes provide benefits based on the amount con-
tributed, from a basic rate available regardless of con-
tribution to a standardized cap for those contributing 
the maximum. Most are means tested, to ensure fiscal 
viability. And, most are inflation indexed, which com-
pounds the cost of payments over many decades.

In the OECD, the assets of pension funds of all kinds 
are equal to an average of 77% of GDP, and spending 
on pensions runs 10% of GDP per annum. Govern-
ments from the U.S. and U.K. to Japan have found that 
the commitment to provide for the financial security of 
the population places an enormous burden on annual 
budgets.

In 2012, a study for the European Union advised 
members to reduce the generosity of public pension 
schemes to make them more sustainable. Among the 
other suggestions were to raise the statutory retirement 
age in line with longevity and to restrict access to early 
retirement options. By 2060, spending on pensions alone 
was expected to consume 12.6% of GDP, with a further 
10.8% in related elderly care expenses such as healthcare 
and nursing homes. Bear in mind that this is in a soci-
ety where 21 out of the then-27 member states already 
require means testing. Most of them operate on a pay-as-
you-go (PAYGO) basis and provide defined benefits.

One of the major concerns is the viability of the 
pension system. In the Euro Zone, age-related public 
expenditure in 2060 is projected at 26.1% of GDP, 4.5 

percentage points higher than in 2010. Extra spending 
for pensions alone will contribute two of the 4.5 points 
of expanded expenditure. 

In Singapore, Central Provident Fund (CPF) contri-
butions range from 6.5% to 16% from employers and 
5% to 20% from employees. At that rate, far in excess 
of our own MPF levels, the average savings plan is equal 
to a single year’s GDP per capita. Although employee 
contributions are tax deductable, those who do not earn 
enough to fall into the taxman’s hands gain no benefit 
from this incentive.

The key question we need to ask ourselves is this: How 
do we propose to pay for these future benefits? Given the 
enormous resistance to broadening the tax base, and the 
annual encroachments made on our international com-
petitive position, we need to ensure that promises made 
today are both fiscally feasible and broadly accepted.

The recent Report of the Working Group on Long-
Term Fiscal Planning recommends that we “pay greater 
regard to longer term affordability and fiscal sustain-
ability” in our fiscal planning. It also notes that the 
public sector is increasing reliant on direct tax revenue, 
land premium and investment income, and that such 
sources are “highly sensitive to the performance of the 
economy.”

In other words, we need to be extremely careful 
before we create additional very long-term spending 
obligations. That is sound advice. 









Loan Waivers

H 
ong Kong has no minimal requirement for 
paid-up capital of a company.  Many Hong 
Kong companies have been set up with mini-

mal paid-up capital with their business operations being 
funded by loans from parent companies.  For various 
reasons, the parent companies may subsequently waive 
these debts.   A release or forgiven of these debts will 
have the following accounting consequences:
 The subsidiary (borrower) will realize an accounting 

profit; and 
 The parent company (lender) will sustain an account-

ing loss.

It is important to consider the tax consequences on 
the loan waivers, as without careful planning, they can 
trigger unexpected tax burden for the borrower and loss 
of tax deduction relief for the lender.  

Common misperceptions
It has been a long practice of treating a gain on waiver 

of loans in the hands of borrower as a non-taxable gain.  
Such filing basis has seldom been challenged by the 
Inland Revenue Department (IRD) previously.   Many 
companies in Hong Kong consider that a waiver of loans 
previously granted to Hong Kong subsidiaries is not tax-
able in any event.  Some may even think that if a loan 
waiver is treated as a taxable transaction in the hands of 
the borrower, the corresponding amount must be tax-
deductible in the hands of the lender.      

A waiver may not be tax neutral.  The fact that a 
waiver is not tax-deductible in the hands of a lender has 
no bearing on the taxability of the corresponding gain in 
the hands of a borrower.  There are different provisions 
contained in the Inland Revenue Ordinance (the Ordi-
nance) which govern the taxability and deductibility of 
waiver of loans respectively.  Under the worse scenario, 
the borrower may find itself being taxed on the gain on 
one hand while the lender cannot get a tax deduction of 
the waiver on the other.  Therefore, companies should 

carefully consider the tax consequences before waiving 
the intra-group loans.  

RELEVANT PROVISIONS IN THE ORDINANCE 

Gains on loan waivers to the borrowers

Section 15 of the Ordinance deems certain receipts to be 
taxable trading receipts of a taxpayer:
 Section 15(1)(c) provides that “sums received by or 

accrued to a person by way of grant, subsidy or simi-
lar financial assistance in connection with the car-
rying on of a trade, profession or business in Hong 
Kong, other than sums in connection with capital 
expenditure made or to be made by the person” to be 
taxable trading receipts.  

 Section 15(2) provides that where the accounts of 
a taxpayer have been prepared on an earning basis 
such that an accrued expense incurred but not yet 
paid for has been claimed and allowed as a tax deduc-
tion and subsequently the debt is released or waived, 
then the amount so released shall be deemed to be a 
taxable trading receipt of the taxpayer at the time of 
the release.  

Losses on loan waivers for the lenders
In order to be deductible for profits tax purposes, the 

loss on waiver of the loans must satisfy the following 
provisions:
 Section 16(1) which laid down the general condi-

tion for tax deduction of all expenses, i.e. the expense 
was incurred during the tax year for the earning of 
chargeable profits of the taxpayer; and 

 Section 16(1)(d) which is applicable to bad debt 
expenses: the taxpayer has to prove to the satisfac-
tion of the Assessor (a) that the debts have been pre-
viously included in the company’s taxable trading 
receipts and (b) that they had become irrecoverable 
during the tax year.  



The IRD’s view on gains on waivers to the 
borrowers clarified

Taxpayers and tax practitioners had tried to rational-
ize their non-taxable claims for waivers of loans on the 
basis of no money being received by or accrued to the 
taxpayer on a waiver of debts.  Section 15(1)(c) should 
not be applicable.  As the loans were not built up by 
trading transactions or expenses previously claimed by 
the borrower as tax-deductible expenses, Section 15(2) 
also should not apply.  Therefore, they considered that 
the gains on waivers of loans should be tax-free.  

During the 2013 annual meeting held between the 
Hong Kong Institute of Certified Public Accountants (the 
Institute) and the IRD, the Institute sought a confirma-
tion from the IRD that Section 15(1)(c) is not applica-
ble to waiver of loan since no money is received by or 
accrued to a company. However, the IRD is of the view 
that when the lender waives a loan, a financial assistance 
will become available to the borrower.  As such, the sum 
waived by the lender will “accrue” to the company by way 
of a “grant, subsidy or financial assistance” at the time of 
waiver.  Accordingly, Section 15(1)(c) may be applicable 
to the waiver of loan and the amount will be treated as 
taxable trading receipts if it is in connection with the car-
rying on of a trade, profession or business in Hong Kong. 

The IRD considered the wording “in connection 
with the carrying on of a trade…” would imply a wider 
meaning than “for the purpose of the trade…”.  Hence, 

if the loan at the very beginning was incurred “in con-
nection with” a trade, it would have to look backwards 
so as to decide whether the subsequent waiver was “in 
connection with” the carrying on of a trade.

In addition, if part of the debts was built up by 
accrued interest where a deduction for the interest 
had previously been allowed, the interest waived sub-
sequently would be treated as taxable trading receipts 
under Section 15(2).

Tax deductibility in the lender’s perspective
As far as the lender is concerned, generally speaking, a 

waiver of loans cannot satisfy Section 16(1)(d) unless the 
taxpayer is a financial institution or money lender where 
money is the trading stock of the company.  Furthermore, 
it is difficult for the lender in persuading the Assessor that 
the loans have become irrecoverable if he forgives the 
loans voluntarily.  In most cases, the lenders cannot get a 
tax deduction on the waiver of intra-group loans.

Remarks
While we may not agree with all the views of the 

IRD, companies which are considering restructure the 
intra-group debts should take into account the views 
expressed by the IRD during the meeting since it pro-
vides the views of the IRD on the “state of play” in Hong 
Kong.  Companies are recommended to seek for profes-
sional tax advices where appropriate. 
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According to the Economist Intelligence Unit 
(EIU), the six economies of the Gulf Cooperation 
Council (GCC), which include Bahrain, Saudi 

Arabia, the United Arab Emirates, Kuwait, Oman and 
Qatar, are currently worth $1.6 trillion and expected to 
reach $2 trillion by 2020. These economies benefit from 
a young and growing population, strong fundamentals 
and abundant hydrocarbon wealth that is increasingly 
being invested locally to spur diversification. 

Realizing the opportunity for foreign direct invest-
ment, GCC economies have all embarked upon reforms 
to diversify their economies, introducing new opportu-
nities for international companies to take advantage of 
fast-growing non-oil sectors. This commitment from 
GCC countries is creating rapidly expanding affluent 
populations on the lookout for new products and ser-
vices, equipped with growing investible assets. 

Bahrain was the first country in the Gulf to discover oil, 
and also the first to diversify its economy away from being 
energy led. This long track record of diversification means 
that the Kingdom is well placed in terms of human capital, 
expertise and has an investor-friendly outlook. Bahrain, 

Bahrain’s Expanding Economy 

for the past 20 years, has been recognised as one of the 
most liberal business environments in the world, today 
ranking 13th globally on the Heritage Foundation’s Index 
of Economic Freedom – the first in the MENA region.

The combination of rapid growth in the GCC and 
Bahrain’s strengths as a business hub helped the coun-
try attract nearly $1bn of foreign direct investment in 
2013, according to the United Nations Conference on 
Trade and Development (UNCTAD) Report, the high-
est amount as a percentage of its GDP of any country 
in the region. Bahrain’s non-oil economy grew 6% in 
2012 against an uncertain global backdrop, helping the 
overall economy to grow by 3.4%. This trend continued 
into 2013 with real GDP growth increasing to 5.3%.

Chinese companies are making considerable invest-
ments in Bahrain, and in 2011, China became the largest 
importer to Bahrain, with non-oil imports totalling more 
than US$1 billion. China is currently the third largest 
non-GCC market for Bahraini exports. Trade between 
Hong Kong and Bahrain has also seen steady growth in 
recent years. Between 2009 and 2011 total goods traded 
almost doubled from $11.24 million to $20.1 million.



The four main GDP contributors within Bahrain’s 
economy are, oil & gas, manufacturing, financial services 
and government services – each accounting for around 
10-20% GDP. The Kingdom has also seen strong growth 
in the last decade in transport and communications, con-
struction, social and personal services and real estate and 
business services sectors. The strength of the financial ser-
vices sector is underpinned by its position as the leading 
and longest established Islamic finance hub in the region. 

These areas of strength reflect the overall pattern of 
economic growth in the GCC region. As a growing and 
increasingly wealthy population is expanding demand for 
services, GCC governments progressively invest wealth in 
infrastructure, helping economies diversify for the long 
term.

The main GDP contributors also reflect the opportu-
nities for investors – in financial services, manufacturing, 
communications, and healthcare and social services, to 
give a few examples. Hong Kong, with its strength in finan-
cial services, and Mainland China, with fast-emerging con-
sumer products manufacturers, are ideally placed to take 
advantage of the opportunities presented in the region. 



Anshan: An Ambitious City amid                the Revitalization of Northeast China
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When a typhoon is coming, people need to pre-
pare.  “If you prepare properly for a typhoon 
– or for a change in a company – the negative 

impact should be minimal,” says John Eyres, CEO and 
founder of Typhoon Consulting. 

Eyres set up Typhoon Consulting in 2012 to help 
his clients, both SMEs and large corporations, prepare 
for and implement change.  “After a typhoon, the sky is 
clear, and everything is brighter,” he said, recalling the 
first typhoon he experienced in 2009 when he first came 
to Hong Kong.

“We are redefining consulting. Despite the traditional 
practices where consultants give you advice and tell you 
what you want to hear, at Typhoon, we work with client 
teams to implement projects to make their business suc-
cessful,” he added. 

Consultancies face a lot of competition in Hong Kong, 
and standing out from the crowd is not easy.  Eyres said 
their senior consultants, who come from a wide range of 
industries and business functions, all have over 20 years’ 
experience. Typhoon offers three core services; Advisory, 
Interim Management and Executive Search.

“We believe that by running a company, or part of 
a business, one can be truly aware of what challenges a 
business encounters, understand the pain that problems 
cause and appreciate the difficulty in making decisions.  
Because many of our consultants have that experience, 
we are in a position to provide our clients with the most 
practical solutions.  We are a ‘hands-on’ firm,” he said. 

Filling the gap
Eyres decided to set up his own consulting firm when 

he discovered a gap in the market after trying to find 
help when he was running a pan-Asian business based 
in Hong Kong in 2010. “I was amazed by how little help 
was available for small and medium sized businesses, so 
I set up this firm to fill the void,” he explained.

Although he handles projects varying in length and 
complexity, most clients hire his services for projects 

lasting between four to sixth months.  Clients go to 
Typhoon with a specific problem or opportunity, and 
his team goes through the company’s data to develop 
effective action plans.

To stand out in the crowded consultancy industry, 
Typhoon works by dedicating one or two resources to 
a client, instead of the traditional “pyramid” structure 
of many consultancies.  Typhoon also signs retainers 
with its clients so they can use Typhoon as a continu-
ous sounding board  “That is the key that enables us to 
develop close relationships with each client, and keeps 
them coming back when they have other projects that 
they need us to handle,” Eyres explained. “We are proud 
that the quality of our service means around 90% of our 
clients return to us with new projects.”  

As the team is well seasoned, he can let them manage 
their clients independently, and collectively make decisions 
on very complex issues.  The staff leverages each other’s 
functional expertise to bring the right solutions to clients. 

Eyres is also casting his sights beyond Hong Kong, 
and looking to set up offices in South East Asia and 
Europe, next year, after his new Shanghai offices opens 
before the end of this year.  This footprint aligns to the 
typical growth plans of Typhoon’s client base – MNCs 
entering Asia or homegrown Hong Kong companies 
going through expansion.

“Hong Kong is a special place and new opportuni-
ties are everywhere, as witnessed by the number of new 
businesses that set up every day. We are also eager to 
grow with Hong Kong and our clients,” he said. 

After the Storm

Company: Typhoon Consulting Ltd 
HKGCC Membership No. HKT0690
Website: http://www.typhoonconsulting.com
Contact: 8192 5183





More than half of employees have worked for a micromanager, a new survey suggests

Micromanagers are known 
for peering over employ-
ees’ shoulders, stifling 

their independence and meddling in 
the minutiae of their everyday work. 
In a recent survey, a majority of 
workers polled said they have first-
hand experience with an overbear-
ing boss. Some 59% of employees 
interviewed reported working for 
a micromanager at some point in 
their careers. The survey also found 
the constant scrutiny has a negative 
impact on most workers. Of those 
who felt they’d been microman-
aged, 68% said it decreased their 
morale and 55% said it hurt their 
productivity. 

The survey, which was developed 
by Accountemps and conducted by 

an independent research firm, 
includes responses from more 
than 450 employees 18 years of 
age and older who work in an 
office environment. 

“Bosses micromanage for 
many different reasons, but no 
matter how good their inten-
tions, taking a heavy-handed 
approach typically hurts 
employee output, job satisfac-
tion and, as a result, retention 
efforts,” said Max Messmer, 
chairman of Accountemps. “Per-
sonally making sure every ‘t’ is 
crossed might help avoid some 
mistakes, but the costs associ-
ated with failing to trust your 
team can have a longer-term 
impact.” 

Are You a 
Helicopter Boss? 



Six-step plan to help micromanagers 
learn to loosen the reins:
1. Recognize that you may be the problem. Does the 

word delegate make you wince? Do you feel you have 
to do it all and keep a controlling hand on everything 
at all times? You might be a micromanager.

2. Let it go. Start practicing restraint by dropping the red 
pen. You don’t need to put your personal stamp on 
every single item that passes your desk. Making 
changes to an employee’s work simply for the sake of 
making changes is a habit worth breaking.

3. Keep the check-ins in check. Constantly inquiring 
about routine assignments rarely helps employees get 
them done any faster or more efficiently. Provide clear 
directions upfront, check in once if need be and then 
trust your team members to do their jobs.

4. Stop sweating the small stuff. When you allow 
yourself to get bogged down by the little things, you’re 
taking away time and energy from bigger-picture 
organizational objectives that could have a far greater 
impact on the bottom line.

5. Get to the point (person). Identify a few tasks you 
currently handle that can be easily delegated to 
someone. Think about the time and skills needed for 
the job and then assign accordingly.

6. Empower your employees. When they’re managing 
projects, give team members the freedom to make 
decisions – and, yes, mistakes. You might encounter 
some initial hiccups, but in the long run, offering 
autonomy will help your employees build their 
problem-solving and leadership skills. 



A recent research suggests that low back pain are not linked to weather conditions

Some people often claim they can predict the 
weather as their bones, muscles or joints ache more 
on damp, rainy days. However, researchers have 

revealed that sudden, acute episodes of low back pain are 
not linked to weather conditions, such as temperature, 
humidity, air pressure, wind direction and precipitation.

According to the World Health Organization, nearly 
everyone experiences low back pain at some point in 

their life, making it the most prevalent musculoskeletal 
condition and affecting up to 33% of the world popula-
tion at any given time.

Those with musculoskeletal (bone, muscle, ligament, 
tendon, and nerve) pain report that their symptoms are 
influenced by the weather. Previous studies have shown that 
cold or humid weather, and changes in the weather increase 
symptoms in patients with chronic pain conditions.

“Many patients believe that weather impacts their 
pain symptoms,” explains Dr. Daniel Steffens with the 
George Institute for Global Health at the University of 
Sydney. “However, there are few robust studies investigat-
ing weather and pain, specifically research that does not 
rely on patient recall of the weather.”

For the present case-crossover study, 993 patients seen 
at primary care clinics in Sydney were recruited between 
October 2011 and November 2012. Researchers com-
pared the weather at the time patients first noticed back 
pain with weather conditions one week and one month 
before the onset of pain.

Results showed no association between back pain 
and temperature, humidity, air pressure, wind direc-
tion or precipitation. However, higher wind speed and 
wind gusts did slightly increase the chances of lower 
back pain, but the amount of increase was not clinically 
important.

“Our findings refute previously held beliefs that cer-
tain common weather conditions increase risk of lower 
back pain,” concludes Dr Steffens. 

10 Daily Habits to Stop Back Pain
1.  Sleep with a pillow under your knees: Elevating your legs 

slightly relieves pressure on your back as you sleep.
2.  Work your core: A regular strength training routine that focuses 

on the core muscles of the body can help reduce your risk of 
back-related incidents.

3.  Up your calcium and vitamin D intake: Keep the bones in your 
spine strong by consuming plenty of calcium and vitamin D.

4.  Change your shoes: Comfortable, low-heeled shoes are best 
bets for back pain prevention. 

5.  Straighten up: Good posture protects the intricate pieces of your 
spine to keep them functioning and healthy. 

6.  Don’t slump over your desk: Maintain good posture while 
sitting. Choose a quality chair that provides firm support in the 
lower back area, and make sure your knees are a little higher 
than your hips when you sit.

7.  Mingle: Avoid sitting in an awkward position or standing in one 
place. Moving around the room prevents pressure on the spine.

8.  Put out that cigarette: Nicotine restricts the blood flow to the 
disks in the spine. Smoking also reduces the amount of oxygen 
in the blood, which causes a reduction in nourishment to the 
muscles and tendons in the back. 

9.  Lighten your load: Whenever possible, take some weight off 
your shoulders by carrying less, distributing the weight to both 
sides of the body, or shifting the weight from shoulder to 
shoulder. 

10. Stretch: Getting up, walking around, and doing some simple 
stretches will help keep the blood flowing through the bones and 
muscles of your back. 

Source: Healthline Networks, Inc.

Weather Is Not to 
Blame for Back Pain
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It’s Hairy Crab 

Wu Kong Shanghai Restaurant has been serving 
time-honoured Shanghainese hairy crab delicacies 
for decades, writes staff reporter Cathy Au Yeung

September is the peak of the hairy crab craze in 
Hong Kong.  Customers queue at roadside refrig-
erators to buy live crabs from Tai Lake, Jiangsu 

Province, which are renowned for their bright yellow 
creamy roe and tender yet firm meat. While buying the 
crabs can be a bit of a challenge, cooking them to perfec-
tion is even harder. This is where restaurants that spe-
cialize in crab dishes come into their own.   

Every year around this time, Wu Kong Shanghai Res-
taurant's hairy crab dishes delight local crab lovers.  In 
addition to seasonal hairy crab dishes, this time-hon-
oured brand, which this year celebrates its 30th anniver-
sary, serves a variety of authentic Shanghainese dishes.

Season





The Central Government rolled out reforms to 
change business tax (BT) to value-added tax 
(VAT) (B2V) in 2012, changing the previous prac-

tice of levying VAT on the manufacturing sector and BT 
on the service sector. The B2V pilot arrangement for the 
transportation and selected service industries debuted 
in Shanghai and has gradually been rolled out in other 
regions. In 2013, the pilot programme was extended to 
the railway, transportation as well as the postal and tel-
ecommunications industries nationwide.

The financial, construction, real estate and service 
industries, among others, were recently added to the 
pilot programme. The financial services industry will 
need to handle and issue large volumes of special VAT 
invoices under the new arrangement. Given that the sec-
tor normally has vast transaction volumes, it is difficult 
to issue a VAT invoice for each transaction, in accord-
ance with the VAT reporting requirements.  

Every single business transaction that goes through 
a financial institution must pass a rigorous check-
ing system. To comply with the current regulations on 
business and risk management, such systems are very 
complicated and require a high degree of precision and 
stability.  The B2V reforms involve modifying, updating, 
testing and realigning the entire operation and financial 
systems of financial institutions, which will be extremely 
time-consuming and have a far-reaching impact. 

A major issue that the real estate and construction 
industries will need to address to comply with the B2V 
reforms are the interwoven procedures involving real 
estate development, land development, construction 

Changing the Levy of Business Tax          to Value-added Tax

and sales. The B2V reforms require developers to con-
firm their final costs with construction firms, engineer-
ing consultants and material suppliers for the project 
before it is completed. Consequently, deductible VAT 
invoices for each supplier are extremely difficult to 
obtain.  If developers fail to obtain these VAT deduc-
tions in time, they will have to shoulder the VAT burden. 
Moreover, given the timeframe and complex nature of 
construction projects, developers will struggle to obtain 
deductible input VAT invoices for projects that began 
before the new B2V reform scheme started.

During the B2V transitional period, the additional tax 
burden on these industries will push up operating cost. 
These will be passed on to consumers and other indus-
tries, which will be a lose-lose scenario for all concerned. 

To ensure B2V reforms go smoothly and do not add 
to businesses’ tax burden, the Chamber’s China Taxa-
tion Working Group submitted its views to the Minis-
try of Finance and the State Administration of Taxation 
on August 4. The group suggested providing industries 
– especially those recently incorporated into the B2V 
reforms – with sufficient time and avenues to express 
their views. For example, before publishing major policy 
papers, the Central Government should issue consulta-
tion drafts and organize sessions with stakeholders to 
discuss issues of concern.  

To further refine the policy process, the authorities 
should consider if fiscal and tax policies will bring unex-
pected difficulties or obstacles to the development of 
related industries, so that appropriate refinements can 
be made before regulations are promulgated.



Changing the Levy of Business Tax          to Value-added Tax

B2V requirements usually take effect between two to 
eight weeks of being announced.  Enterprises need more 
time to conduct preparatory work, such as financial impact 
analysis, modifying accounting procedures, audit and 
operation systems, enhancing tax information manage-
ment, as well as re-examining and re-signing relevant con-
tracts with suppliers and customers.  These major adjust-
ments require both hardware and software adjustments.  
For example, many enterprises will need to redefine busi-
ness terms and provide training for staff, which is why the 
Chamber proposes that authorities provide affected indus-
tries with more guidance and time to prepare.

The B2V reforms are not a one-step transition that 
industries can achieve overnight. When formulating 
policies, authorities need to fully consider the charac-
teristics of each industry so that reforms do not increase 
enterprises’ tax burden, and create cash flow problems. 

As such, we recommend that the authorities provide 
a variety of transitional concessions for special indus-
tries, and issue concrete guidelines detailing applica-
tion criteria and processes for the concessions. This 
will ensure that affected businesses can make the right 
choices, enjoy the concessions and achieve a smooth 
transition. 





YK Pang, Chamber Chairman, 
and Stephen Ng, Deputy 
Chairman, represented the 
Chamber to attend the 65th 
National Day of The People's 
Republic of China Reception, 
organized by the Business and 
Industrial Community of Hong 
Kong on September 19. The 
Chamber was one of the 
organizers of the event.

The National Development and Reform Commission has started preparations for 
the 13th National Five-Year Plan, a roadmap for the nation’s overall economic and 
social development. The Chamber organized two forums to gather members’ 
views on the business community’s priorities and aspirations for the 13th Five-
Year Plan on September 15 and September 19. The Chamber will incorporate 
members’ views into a submission to the Central and HKSAR governments. 
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Rafael Sabat, ProChile International Deputy Director, led a delegation 
from Chile to the Chamber on September 3, where they were 
welcomed by Americas Committee Chairman Michael Paulus, and Vice 
Chairmen Gary Ahuja and Thomas Wong. Both sides discussed how 
to raise awareness of Chile in Hong Kong, as well as cooperation with 
the Chamber. The delegates informed the Chamber that it was looking 
for potential investors to attend the Chile International Investment Forum 
2015, which will take place in Santiago from January 12-15, 2015. 
Interested members can contact the Chamber for more details. 

Boosting Knowledge of Chile in Hong Kong 

Vivian Jamal, Executive Director – Business Development of Bahrain 
Economic Development Board, led a delegation with the Bahrain Consulate 
in Hong Kong to the Chamber on August 22, where they were welcomed 
by the Chamber’s Policy & China Business Senior Director, Watson Chan, 
and Public Relations & Programs Assistant Director Malcolm Ainsworth. 
The delegation expressed their interest in exploring further cooperation with 
the Chamber such as business matching events and organizing a mission 
to Bahrain, and will pay a visit again in October this year to hold a seminar 
in the hope of bringing investments from Hong Kong to Bahrain.

Dr A Didar Singh, Secretary General 
of Federation of Indian Chambers of 
Commerce and Industry (FICCI), called 
on the Chamber on August 29, where 
he was welcomed by the Chamber’s 
Chief Economist David O’Rear, 
and members of the Asia & Africa 
Committee. Dr Singh said the new 
Indian government was pro-business 
so he was optimistic the economy 
would grow. He also spoke on India’s 
CSR tax, which requires companies 
to donate 2% of their profits to 
community projects. 



Fabrizio Opertti, Unit Chief of Trade & Investment, and Matias Bendersky, 
Unit Chief of Partnership & Resource Mobilization from Inter-American 
Development Bank (IDB) called on the Chamber on September 15, 
where Americas Committee Chairman Michael Paulus welcomed the 
visitors. Opertti said IDB created a new digital social networking platform 
ConnectAmericas in March to help companies, especially small and 
medium-sized businesses, throughout Latin America and the Caribbean 
expand into international markets. Both sides discussed potential areas of 
collaboration.



Salina Ghafur, Head of Marketing, 
SINA Hong Kong Limited, spoke 
at the Chamber’s roundtable 
luncheon on September 12 on 
how corporations and SMEs can 
reach their target consumers, build 
brand awareness, and promote 
products and services via Weibo.

The committee discussed a number of 
issues, which included a HKU Study 
Report on Universal Pensions Scheme 
commissioned by the Commission on 
Poverty, the labour situation in Hong 
Kong, and Competition Law, at its 
meeting on September 2. 

Watson Chan, Senior Director at 
HKGCC, attended the CarbonSmart 
Business Match-making Session cum 
Carbon Audit Pilot Fund Certificate 
Presentation Ceremony on August 27.

Elvis Au, Assistant Director for 
Environmental Protection, spoke at the 
committee’s meeting on September 3 
on the HKSAR Biodiversity Action 
Plan. At the meeting, Cary Chan 
was re-elected as Chairman of the 
committee, while Dr Jeanne Ng, Dr 
Thomas Tang and Steve Wong were 
re-elected as Vice Chairmen.

Chairman Y K Pang attended CLP 
GreenPlus Recognition Award 
Presentation Ceremony 2014 on  
September 4.

Thinex Shek, Assistant Director at 
the Chamber, attended a Project 
Management Committee meeting of the 
HKSAR Cleaner Production Partnership 
Scheme on September 12 to review 
the Quarterly Operational Report 
and approve demonstration project 
applications.

The National Development and Reform Commission has started 
preparations for the 13th National Five-Year Plan, a roadmap for the 
nation’s overall economic and social development. The Chamber 
organized two forums to gather members’ views on the business 
community’s priorities and aspirations for the 13th Five-Year Plan on 
September 15 and 19. The Chamber will incorporate members’ views 
into a submission to the Central and HKSAR governments. 
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“For both offshore and 
midshore jurisdictions, 
we are living in interest-

ing times. And the last year has been 
anything but dull for international 
financial centres around the world,” 
Dr D. Orlando Smith, Premier and 
Minister of Finance, the British Vir-
gin Islands, told members at a spe-
cial Chamber luncheon on Septem-
ber 10. 

Indeed, the year was character-
ized by leaked confidential financial 

records, widely publicized head-
lines on the alleged nefarious uses 
of international financial centres, a 
global call for greater tax and com-
pany ownership transparency, and a 
constantly changing global regula-
tory landscape.

Smith said there is a frequent 
misperception that the BVI is used 
primarily for tax purposes. Setting 
the record straight, he stressed BVI 
companies are used for a diverse 
range of purposes, such as listing 

vehicles, joint ventures, asset hold-
ing and investment fund vehicles. 

“BVI companies provide for the 
free and efficient movement of capi-
tal across borders, fuelling global 
economic growth,” he said. 

However, offshore centres are 
facing a range of increased global 
regulatory measures, such as the 
Foreign Accounts Tax Compliance 
Act (FATCA), as well as OECD initi-
atives related to global taxing rules, 
tightening of anti-money launder-



ing rules and discussions surround-
ing public shareholder registers.

The wave of growing public and 
political debate over the past 18 
months on the role that offshore 
financial centres play in the global 
economy are prompting more juris-
dictions to re-examine their regula-
tory requirements.

“The BVI has responded respon-
sibly and engaged publicly on the 
issues. We are addressing these 
issues by visiting our markets and 

Will offshore and midshore jurisdictions remain viable 
in the growing headwinds of global regulation? 

talking to people to clarify some 
of the misperceptions and under-
line the many benefits offshore 
structures undoubtedly bring,” he 
explained.

Smith stressed that the BVI is 
eager to cooperate with countries 
around the world, and has signed 
26 tax information exchange agree-
ments, in addition to agreeing to 
the G5 pilot initiative for automatic 
exchange of information, among 
others. 

Global changes 
FATCA, enacted by the U.S. gov-

ernment to ensure that U.S. citizens 
around the world fulfill their tax 
obligations, has been universally 
applied. Over 40 countries, includ-
ing the BVI, have signed agreements 
with the U.S. 

Smith said he does not believe 
that increased regulations and com-
pliance requirements will adversely 
affect the BVI or other interna-
tional offshore or midshore finan-
cial centres. 

“We understand that in a com-
petitive world, there is a fundamen-
tal need to evolve with the evolv-
ing global financial landscape. This 
is the nature of best practice and 
remains at the core of the BVI’s suc-
cessful economic model,” he said.

But in an increasingly competi-
tive and regulated financial sec-
tor, will financial centres be able to 
remain competitive? 

Smith said given that facilitating 
the flow of capital is the core com-
petence of the BVI, the answer is 
yes, despite the world becoming a 
lot more complex. 

China’s growth
Although China still strictly con-

trols capital flows, Smith said he 
firmly believes that demand from 
China and other emerging markets 
will ensure that offshore and mid-
shore centres have a sustainable 
future in the global economy.

But the nature of the demand for 
offshore finance centres has actually 
changed as the use of tax planning is 
declining, and being replaced with 
asset management and wealth plan-
ning. Smith attributes this to rising 
incomes of both individuals and 
companies in Asia, particularly in 
China, which have become impor-
tant drivers of growth for the finan-
cial services industry. 
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Over 200 people attended the 
Asia & Africa Committee’s 
cocktail reception on Septem-

ber 17 in honour of Consuls General 
and representatives of the Asia, Africa 
and Middle East at The Hong Kong 
Club’s Garden Lounge. Committee 
Chairman Andrew Wells, CEO Shirley 
Yuen, and General Committee mem-
bers welcomed 20 Consuls General and 
representatives, as well as members. 
HKGCC regularly organizes exclusive 
networking functions with Consuls 
General for members. Our next event 
will be on November 6 with Consuls 
General from Europe.

CheersAsia, Africa and  
the Middle East! 

View more photos online.





YEC Lunch with Victor Li
The Young Executives Club (YEC) 

organized its first exclusive net-
working luncheon on September 
19 at The Dynasty Club, with a talk 
by Victor Li, Vice Chairman of the 
Chamber. Twenty members, includ-
ing YEC’s leadership, attended the 
luncheon to network and exchange 
views on a wide range of topics, rang-
ing from the current economic and 
political situation of Hong Kong to 
management principles and views of 
the younger generations. 

YEC was set up recently as a spe-
cial interest group of the Chamber 
for members aged 45 or under. The 
club will provide platforms for dia-
logue with successful business people 
in Hong Kong and organize activities 
that are of interest to younger mem-
bers to enhance their professional 
and personal development. 

If you are interested in joining YEC, 
HKGCC members can contact Karen 
Fung at kfung@chamber.org.hk 





Weibo is among the most 
popular social media 
platforms in Mainland 

China, and its global market pen-
etration ranks just below Facebook, 
Google+, YouTube and Twitter. Its 
model is a combination of Twitter 
and Facebook, as Weibo users can 
post and comment on discussion 
streams.  

Since its launch in August 2009, 
Weibo has become a major micro-
blogging platform, attracting indi-
viduals and corporations. Its huge 
user base can offer tremendous busi-
ness opportunities for savvy corpora-
tions eyeing the China market.  

Salina Ghafur, Head of Market-
ing, SINA Hong Kong Limited, said 
businesses often make use of Weibo 

to generate hot topics, build brand 
awareness, conduct data analysis, and 
launch interactive marketing pro-
grammes. Speaking to members at 
the Chamber’s September 12 round-
table luncheon, she said companies 
need to think carefully about what 
objectives they are trying to achieve. 

 
Generating hot topics  

Users can post a particular subject 
on Weibo, and tag it with hash tags, 
#Ice Bucket Challenge#, for exam-
ple. Other users who are interested 
in that topic will be able to follow 
and comment in the live discussion. 
Another widely shared post was the 
launch of the giant floating Rub-
ber Duck Project in Hong Kong last 
year. The organizer created an event 
page on Weibo to interact with fans 
and followers, which  generated end-
less talking points among users, and 
drew people to Harbour City during 
that period.



Who uses Weibo? 
 >536 million individual accounts
 >440,000 corporate accounts
 69 million active users daily 
 130 million Weibo posts daily
 60 minutes – browsing time per user daily 
 >78%  – wireless login

Building brand awareness  
Companies can use Weibo to 

increase brand awareness. For 
instance, fashion house I.T fol-
lows celebrities’ Weibo pages and 
retweets pages related to I.T clothes. 
On one occasion, I.T retweeted the 
images of canto pop singer Joey 
Yung who wore a new I.T collection. 
This helped to attract Joey’s other 
fans to Weibo to follow the post, 
which in turn increased the expo-
sure of I.T among Weibo users. 

Data analytics  
Weibo can provide data analytical 

tools to help businesses study their 
target customers. Corporations can 
analyze user profiles, patterns and 
other characteristics, such as age, sex, 
education, location, when they log in 
and whether they are using Android 
or iOS smart phones, to optimize 
their marketing strategies. 

 
Interactive online marketing 

Weibo can provide corporations 
with marketing tools that facilitate 
interactive communications with 
their target audience. For example, 
the Hong Kong Tourism Board ran 
a “Wine & Dine Month” campaign 
last year, in which tourists partici-
pated in a photo competition by 
posting pictures of their favorite 
dishes with comments and recom-
mendations on Weibo. Photos with 
the highest hit rate won a prize. 

e-Commerce 
Earlier this year, Weibo teamed 

up with Alipay to provide an online 
payment service. Previously, users 
who wanted to buy products and 
services on Weibo had to login to 
PayPal, Internet banking or other 
payment tools to complete the 
transaction. With the launch of 
the new integrated Weibo payment 
gateway, users simply sync their 
Alipay account with their Weibo 
account. 



Eva Cheng’s strong leadership skills came into their 
own in weathering the storm against China’s sud-
den ban on direct selling in 1998. Today, China 

is Amway’s largest market.  She began her career with 
Amway Hong Kong in 1977 and worked her way up 
the corporate ladder, before retiring as CEO of Amway 
Greater China & Southeast Asia and Executive Vice Presi-
dent, Amway Corporation in 2011.

Named as one of the “World’s 100 Most Power-
ful Women” in 2008 and 2009, and one of the “25 Most 
Influential Business Women in China” in 2010 by Forbes 
Magazine, today Cheng is currently an Independent Non-
Executive Director on the boards of several publicly listed 
companies, including Nestle, Haier, Amcor, Trinity and 
Link REIT.

In her speech at the Women Executives Club’s break-
fast meeting on September 5, Cheng attributes much of 
her success to the excellent education she received at her 
primary and secondary schools. She also studied for her 
degree at the University of Hong Kong, which makes her 
a truly home grown successful Hong Kong girl. She is very 
proud of this fact and that those schools made her the 
person that she is today. They also shaped her values and 
behavior that later in life won her a great deal of respect 
from others. Like many parents, she said, “putting your 
kids in a good school is very important!” 

Cheng’s advice to people just starting out in their 
careers is to make friends and expand your network 
with people in all positions, “because 
someday your staff may become a key per-
son of another company as they advance, 
and that connection may help you in your 
business.” 

Now that she is retired, Cheng 
stressed that it is important for women 
to find and develop an interest so they 
can continue to devote their time 
and feel positive after retirement.  
In her case, she has become very 
interested in Cantonese opera 
and is now devoting much of 
her time in singing and being 
involved in related commu-
nity works. 

Hong Kong Girl Power

WEC Chairman Margaret Leung (left), presents 
Eva Cheng with a Chamber souvenir to thank her 
for speaking to members.



Styling Brunch at Paule Ka 

The Women Executives Club organ-
ized a styling workshop by Paule 

Ka over brunch on August 30. WEC 
members, many being fashion lovers, 
took the opportunity to mingle and 
learn about coming fashion trends at 
The Upper House’s Sky Lounge. 



The Five Leadership Imperatives 

A Prognostic Approach
Successful leaders look for leading indicators that 
impact their businesses, so that they could lead change 
rather than react to change.  Leading indicators are 
typically data relating to consumers, customers, com-
petitors, and communities.

Successful companies put in place flexible organi-
zational structures, skills, systems, processes, technol-
ogy, rewards, and organizational culture to support a 
dynamic business environment.

Focus is Everything
In markets where multiple products and services fight 
for consumers’ attention, it is far better to focus on key 
products than to be distracted selling multiple brands 
and products which take up attention and resources.  
Companies that do well typically focus on core coun-
tries, products, brands, customers, capabilities. 

Learning Agility
Command and control style of leadership is over.  
Leaders of the future need to be able to influence, lead 
across cultures, functions, and generations, with a pos-
itive attitude.

Leaders need to develop learning agility by going 
outside their comfort zone, accepting feedback posi-
tively and understanding the corporate minefield. 

Igniting Passion
Successful companies focus their energies on what 
really matter to business – customers.  Companies that 
spend too much time with internal game-playing are 
the ones that loose out to competition.  To cultivate a 
workplace where people contribute positively, leaders 
have to walk the talk, and listen to people and inspire 
employees’ passion to deliver. 



Six Megatrends
Hay Group research outlines six megatrends that contribute to a 
highly dynamic and disruptive business environment.  The six 
megatrends are:  

1.  Globalization 2.0  The rise of Asia and Asian middleclass means 
that companies can serve the preferences and win the loyalty of 
these new consumers whose tastes likely will differ from their 
Western counterparts.

2.  Environmental Crisis  CSR goals are no longer nice to have, but 
tools to engage employees, communities and expectations from 
consumers, politicians and interest groups.

3.  Individualism and Value Pluralism  Work-life balance, corporate 
culture and autonomy may matter more than salaries for 
employees of the millennial generation. 

4.  Digitization Ubiquitous Internet connectivity, the proliferation of 
digital devices, and the rise of social networks will continue to 
erase boundaries between work and personal lives. 

5.  Demographic Change  Different parts of the world will face 
divergent demographic challenges.  

6.  Technological Convergence  CEOs must decide which technologies 
have the highest risk or the greatest potential benefits. 
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Mastery Over One’s Self
Lao Tzu once said: “He who conquers others 
is strong. He who conquers himself is mighty.”  
To live by your values, it is important to under-
stand yourself, your fears, and your values.  
Successful people are driven by positive energy, 
not fear.  They take time to reflect, exercise, 
and eat well (especially breakfast), stay clear of 
activities that drain them of their energy and 
continuously do things that generate energy 
and enthusiasm.  

What do the Five Leadership Imperatives 
mean for businesses?  Having business leaders 
who grasp the scope of these imperatives can 
help companies lead the megatrends instead of 
getting steamrolled by them.  It is important to 
put all these together and address them.

With so many business drivers competing 
for attention, what is his advice on managing 
change?  “Ideally, make one degree of change at 
one time,” says Pant.
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To remain competitive in the 
ever-evolving business world, 
small and medium enter-

prises need to understand custom-
ers’ needs and predict buying pat-
terns. They also need to master 
numerous marketing platforms, 
including social media, to promote 
their businesses and explore new 
markets.

In conjunction with the Small and 
Medium Enterprises Association of 
Macao (SMEAM), Chamber Services 
Limited organized a management 
training course from September 
11-12 in Macao, to help SME entre-
preneurs hone their management 
skills. Five experts in their respec-
tive fields spoke during the two-
day workshop on leadership skills, 
resource management, marketing 
techniques, cloud computing, social 
media, and electronic trading. 

Attendee Simon Cheng, who 
works as a real-estate agent in 
Macao, said he believes online prop-
erty sales will be the major trend 
for businesses in the coming years, 
not only for apartments, but also 
for opening up new marketing and 
sales channels for businesses’ devel-
opment. He said he plans to share 
his findings from the workshop 
with his company’s managers to see 
how they can put the findings into 
practice. 

Sarah Lo, who works in a trad-
ing firm, said talks on applying “Big 
Data” in business development were 
eye-opening, and she will consider 
using data analysis to try and predict 
customer behaviour in the future.

One attendee working in the 
financial sector said she thought lec-
turers’ case-studies were very useful, 
and will share the qualities of being a 
successful leader and the techniques 
to building long-lasting relationships 
with customers with her staff. 

Chamber Services Limited regularly organizes quality training programmes 
for various organizations covering topics on global business management, 
corporate social responsibility and finance. The company aims to help 
managers stay abreast of ever-changing market trends, management 
tools, and market intelligence by inviting leaders from academic fields 
and multinational corporations to speak at its training workshops. 
Contact Samantha Lam, at 2823-1210 for further details, or email 
csl@chamber.org.hk 





T he Chamber’s Deputy Chair-
man Stephen Ng, General 
Committee members Nicholas 

Brooke, Manohar Chugh, and CEO 
Shirley Yuen, welcomed members 
to the Chamber’s September happy 
hour at Crowne Plaza’s Club@28 
bar. Members used the occasion chat 
with the Chamber’s leadership and 
expand their contacts, while enjoy-
ing the panoramic view of Causeway 
Bay from the rooftop terrace. 

Chamber
Happy Hour 
Club@28





Finding The Link

We sometimes tend to take 
good service for granted, 
but as students from Fan-

ling Kau Yan College discovered, 
there is more to customer service 
than just being polite. 

“To be a good customer service 
ambassador, every step needs to be 
taken seriously, from their appear-
ance, greeting customers, handling 
enquires to closing,” explained 
Sonia Hui, Assistant Learning & 
Development Officer, The Link 
Management Limited (The Link), 
who taught students the four steps 
of customer service.

The Link currently owns and man-
ages approximately 180 properties, 
including around 150 shopping cen-
tres, which touch many people’s daily 
lives. To find out how the company 
serves and satisfies the public and ten-
ants, the 53 students spoke directly to 
The Link’s CEO during an office visit 
as part of the Chamber’s Business-
Schools Partnership Programme.

“We emphasise sustainable develop-
ment. We need to have a comprehensive 
plan to cater to the needs of the com-
munity, the environment, tenants and 
employees,” said George Hongchoy, 
Chief Executive Officer of The Link. 

He cited Stanley Plaza as a prime 
example of how innovative elements 
have turned the once run-of-the-mill 
shopping centre into Hong Kong’s 
first dog-friendly shopping centre 
and also a tourist spot. Hongchoy 
also showed students how the revi-
talisation of Lok Fu Market turned 
a traditional wet market into a con-
temporary grocery shopping desti-
nation. As a result, residents in the 
neighbourhood appreciate the new 
facilities and tenants are eager to rent 
retail space there. 

He stressed that The Link is a 
people business and his employees 

Students discover the importance of good customer service at Lok Fu Plaza, writes staff reporter Kylie Lau



are the most important factor in the 
company’s success. “The first mis-
sion of any CEO is to lead employ-
ees to success. We aim to develop a 
team of stars by cultivating a team 
spirit, which is vital for any organi-
sation’s success,” he said. 

Students found out for them-
selves the importance of team spirit, 
as they were divided into groups to 
tackle various scenarios. After this 
exercise, students took up the job 
of customer service ambassadors in 
Lok Fu Plaza, where they put what 
they had learned into practice in 
dealing with the general public. 



Chamber Events

  Think On Your Feet®

  Managing Staff Termination   
 Properly

  Biodiversity Tour to Ocean Park

 Visit to Hong Kong-Zhuhai Macao   
 Bridge cum Business Luncheon 

 

 Visit to Lee Kum Kee 

  

 

 

 Visit to the Airport Authority

OCTOBER

8 

16   

8 

14 

21

5/11

 “Leadership Communication” Workshop14 

Workshop

  HKGCC & EuroCham  
 Happy Hour 

  

 Women Executives Club    
 Breakfast Meeting Series:  
 The Honourable 
 Mrs Laura Cha, GBS JP

15

14

Networking

Site Visit

Training

 Hong Kong CFO Outlook 2015
 (Free of charge) 

29

Forum



Estate Administration

How to Handle Mainland Chinese 
Customers with Long Overdue Accounts?

Country Briefing Series: South Africa cum 
Wine-Tasting Soiree

Effective Credit Analysis and Debt  
Control Management Seminar

Business School Programme Matching

Cocktail Reception with 
Consuls General from Europe 

The 20th Annual Hong Kong 
Business Summit

7 

 10 

 24 

 31 

 21 

 Industry & Technology  

 Retail & Tourism 

  

 Asia & Africa

For a full list of our events, and to book online, visit www.chamber.org.hk

13

21

6 

28

 22 

21

10

Roundtable Lucheon Seminar

Committee Meetings
 6/11 

 26/11 

Mark Your Diary

  Making the Right Decisions for Effective  
  Management Control Practices 

 Entrepreneur Series:  
 Maintaining a Quality Image 
 Yu Pang Chun, SBS, JP 
 

 Online Shopping on Taobao 

 

 Retailers Expose the Lack of  
 Warehouse Facilities
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