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Prologue

In recent years, collecting artworks, besides being an option for corporate asset allocation, have been useful
in creating positive corporate brand image, as commitments to protect and preserve heritage while fulfilling social
responsibilities of businesses. Through the research by Taipei Art Economy Research Centre, it is noted that Japan
leads in terms of prevalence of corporate art collections in the Asia-Pacific region as of now, as 60% of the Japanese
businesses have established private art museums, with other 27% of businesses having donated collections to museums.
In comparison, since 2006 ’s establishment of cooperative platform between art industry and businesses, Taiwan still

finds itself with a lack of relevant policies and weak foundation, seeing no such trend as corporate art collection.

In light of the circumstance, this year Art Taipei Forum is themed after “Corporate Art Collection ” , with
4 sessions planned. From the discourse on the spirits and examples of corporate art collection in Asia-Pacific to
understanding the strategy and goals of corporate art collection in the region, while exploring the allocation of
corporate art asset and practicing corporate social responsibility in few aspects of domestic art industry such as “
Taxation and Accounting ”, “Appraisal System ” and “Corporate Social Responsibilities 7, in terms of both present

and future development.

Art Taipei Forum is one of the only few international art forums that incorporate both academic and business
fields, gathering elites and industry insiders locally and abroad to systemically showcase the inner brilliance of Asia, its
diverse art culture, and the practical perspective on cross-market-region and academic theory. Besides creating more
sparks to facilitate cross-field exchange, the forum aims to make use of the annual occasion as the exchange platform
between the art worlds in Asia and other nations. Our forum owes special thanks to National Culture and Arts
Foundation, Taiwan Financial Holdings of Bank of Taiwan, Seiji Togo Memorial Sompo Japan Nipponkoa Museum
of Art, PwC Taiwan, Artouch Magazine, Cathay United Bank, Shanghai Himalayas Museum, Cheng Shiu University
Conservation Center, AXA Fine Art Insurance, Spectro Technology Limited and other supporters, for the efforts to

encourage diverse development of visual art industry and to enrich the energy and value of art.
Chairperson of Taiwan Art Gallery Association
CALf‘j Ching  Hsin——

Prologue
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Programme

Taipei World Trade Center Exhibition Hall 1, Conference Room 5

October 21 2017

Registration 12:00

09:30-  Opening Speech | Art & Business, 13:30-  Dialogue | CSRin Arts
10:00 what's next ? 14:30

| Speaker | | Moderator |

Mun-Lee LIN Ren-Feng KE

Chairman, The National Culture and Arts Foundation Executive Director, TAGA Taipei Art Economy Research Centre

------------------------------------------------------------------ | Panelist |
10:00-  Keynote Speech | Art of the Spirit Elizall ousec e CSR Servi
. . . artner of PricewaterhouseCoopers Taiwan ervice

10:30 - Asia-Pacific Corporate Collecting P

Shun-Kit WONG
Consultant, Shanghai Himalayas Museum

Ryuta NAKAJIMA
Director, Sompo Japan Nipponkoa Museum of Art

| Speaker |
Jye-Cherng LYU
Chairman, Taiwan Financial Holdings & Bank of Taiwan

10:30 Break 15:00 Coffee & Tea

10:40-  Keynote Speech | Running The Museum 17:00 Dialogue | Appraisals & Science of

11:00 From CSR Viewpoint Art Asset Management
| Speaker | | Moderator |
Ryuta NAKAJIMA Dr. Han-Chung WU
Director, Sompo Japan Nipponkoa Museum of Art Director, Cheng Shiu University Arts Restoration and Conservation
Scientific Research Laboratory
. \ Panelist |
LY Break Khadinn KHAN
Claims Specialist and Risk Surveyor, AXA ART Asia Limited
10- : s Dr. Bruno Yue CAI
11:10 Dialogue | The Trend of Corporate Collecting President Spectro Technology Limited
12:00
Moderator
Howard KUO

Deputy Chairman, PricewaterhouseCoopers Taiwan

Panelist |
Hsiu-Chih CHIEN
President, ART & COLLECTION GROUP

Steven GO
Deputy Chairman, PricewaterhouseCoopers Taiwan

Tina LEE
Senior Vice President of Cathy United Bank

Programme
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Art & Business,

what's next ?

Mun-Lee LIN

Chairman, The National Culture and Arts Foundation

In the early days, the mode of art and business cooperation (A&B cooperation)
was by donation and sponsorship to art industry. With the change of thoughts, it
turns into combination of technological trend and art development. The mode of
A&B cooperation has gradually transformed into cross-field resources and innovation
platform. Through combination of art, business and new technology, the new mode of

A&B cooperation will create a three-way, win-win-win situation in the future.




Corporate collection plays an important
role in the art market and the development of
art field. However, what kind of cooperation
is there between enterprise and art? In terms
of the condition in Taiwan, our economy is
not bad, yet the educational environment is
incomplete. Our national education system
does not put much emphasis on aesthetic sense.
Therefore, we should make more effort, spend
much time and go through many processes to

connect business with art.

In order to strengthen connection
between enterprises and the art field, when
I was serving as the director of Taipei Fine
Arts Museum, I founded Museum Friends
Association. The Museum Friends Association
was founded 21 years ago, and it is still
running. When I first served as the chairman
of the board of the National Culture and
Arts Foundation (NCAF) thereafter, I
launched Friends of NCAF. The program has
been running almost 15 years. And, it plays

an important role in art sponsorship.

When NCAF was founded, it was
regulated that government and non-
government groups should raise a capital
of 10 billion NTD. Then, the capital will
bear interest to support the operation
of the foundation. As for the capital, 6
billion NTD was from the support of
our government. The other 4 billion was
planned to be raised from non-government
groups. Although the government put a lot
of effort into encouraging the enterprises
to donate money, the fund has not reached
4 billion yet. Actually, the number is way
lower than 4 billion. 10 years ago, I served
as NCAF’s chairman of the board at the first
time. During that period, I should raise
4 billion from non-government sponsors.
Many enterprises were willing to support;
however the enterprise owners considered
themselves as victims. They donated money
because they were bedeviled by the pressures
of interpersonal relationship. And, some
of them donated money due to various

considerations.

Art & Business, what's next ?
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To push through A&B cooperation, to
narrow the gap between the business and art
should and to turn the victims into investors,
Friends of NCAF was launched, aiming at
education. It is expected that Friends of NCAF
would become a two-way platform, connecting
business and art. Through more interactions,
entrepreneurs and artists can know more
about each other. In this way, it can avoid
misunderstandings such as entrepreneurs
can’t understand artists’ thoughts and artists
think entrepreneurs only care about profits.
Hopefully after they understand each other,
they can become one like lovers falling in love

with each other and create better teamwork.

After the Friends of NCAF platform was
launched, NCAF has raised a capital close
to 300 million NTD. The donation from
Friends of NCAF will not directly pour into
the foundation’s capital. Instead, it will pour
into NCAF’s project grants. Through special
projects, NCAF encourages enterprise owners
to support art. Since the projects are to meet
the current needs of art industry, proposed

strategies should have specific objectives.

Art & Business, what's next ?
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Therefore, after enterprises understand how
the projects will be conducted, they will be
more willing to pour resources into the grants.
NCAF also utilizes the concept of match fund.
If an enterprise donates 20 million NTD,
NCAF will pour 20 million NTD into the
project as well, in order to make projects gain

more benefits.

In addition, NCAF also sincerely
invites those enterprises which have already
established foundations themselves to explore
the possibility of cooperation. NCAF will
provide professional techniques and knowledge
of art, assisting enterprises in reducing the
administrative and personnel expenses,
enlarging the benefits of cooperation and

cultivating enterprises’ favor for arts.

So far, the relationship between business
and art is mostly through sponsoring. We
have to urge enterprises to recognize and
understand art. When they are into art, they
will be willing to pour more resources to
support, start collecting artworks, or establish

foundations for art and even a private museum.



However, the “ innovation platform of A&B

cooperation 7 will be a future trend. To keep
up with the change of time and development
of arts and culture, A&B cooperation should
not be limited to donation from enterprise.
Instead, we should consider a new mode
such as co-investment. The following are

some possible options:

® Integration of Enterprise Resource
and Art Resource

Take Tungho Steel Corporation for
example, Tungho Steel has been cooperating
with NCAF, by supporting artists to create
artworks in the factories. It provided materials,
equipment and techniques for the artists to
create on site. Since there are many restrictions
on creating steel art, it is difficult to complete a
good piece by one person. With the materials,
equipment and techniques provided by Tungho
Steel, artists can create highly completed
artworks, more fully present their perspectives
through the artworks and improve faster on
creation. In addition to assisting artists in
creation, Tungho Steel also held exhibitions for

artists. After several years of cooperation, since

it keeps helping artists create, its employees
become willing to get to know more about art,
which also makes the employees have a greater

sense of accomplishment from their jobs.

® Value Chain of Arts and
Cultures Enterprise

To expand art field, it is rather important
to build the value chain of arts and cultures
enterprise. When I was the director of Taipei
Fine Arts Museum, I hanged a calligraphic
painting on the wall of my office. It says,
“ Arts is a necessity of life ” . It was the
goal that I strive for in that year. In the
past, people think art is a luxury, which is
something for the privileged class. However,
as far as I am concerned, art should be a
necessity of life; it should be as natural as

eating and sleeping.

However, when I served as a director of
National Palace Museum, I said, “ Art can
be consumer goods in our life. " Actually,
my two statements do not contradict with
each other. In modern economic society,

it is inevitable that artworks are becoming

Art & Business, what's next ?
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consumer goods. Becoming consumer goods
does not necessarily mean that the value of art
is cheapened. It depends on how the goods are
sold. If art can transform into consumer goods,
blend in our daily life and connect with our
daily expense, it can help people have better
understanding about art. Also, people will be
willing to get to know arts and culture. If we
can truly understand the essence of art and
create proper products accordingly, we can
promote art through consumption and enhance
people's aesthetic sense. This could also be a

way of education and promotion.

Culture Next is a new platform that NCAF
planned to launched next. Many innovation
industries spring up these years. In these innovation
industries, art plays an important role. Meanwhile,
innovation has strong connection with technology.
Therefore, in order to create a win-win-win
situation, through cooperation between
innovation platform, enterprise and art, we
hope to create a new A&B model through

integration of different fields. Take teamLab for

Art & Business, what's next ?
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example. It is not a single artist, but a company
consisted of 300 to 400 artists, designers and
engineers, all of whom are from various fields.
They use high technology in their artworks;
however, the technology is not there without
specific use. Instead, it turns to be an interface.
The reason why teamLab is amazing is that
teamLab combines those impossible, giving
us imaginations and meanwhile creating a
new business model. They not only have been
invited by several international exhibitions but
also created many artworks which are collected
by lots of enterprises including some in Taiwan.
In addition, they work with educational
industry, developing experimental exhibition
mode. The combination of outstanding
artworks, public spaces, historical sites and
environment turns out to be very popular.
The artworks of teamLab are impossible to
be completed by one artist. Art should be
innovative; meanwhile, it needs a new business
model. What is the next direction of A&B
cooperation in the future? There are still a lot

of possibilities to explore.



Mun-Lee LIN

Chairman of National Culture and Arts FoundationProfessor

National Taipei University of Education Department of Arts and Design

® Education
Professor Lin Mun-Lee received her master’s degree and doctor’s degree in art education from

the University of Tokyo, Japan.

® Experience

2006.02 -2008.05 Director of National Palace Museum

2004.05-2006.01 Assistant Director of National Palace Museum

2003.02-2004.12 Chairman of National Culture and Arts Foundation

2000.09-2003.02 Deputy Secretary General of the General Association of Chinese Culture
1996.11-2000.07 Director of the Taipei Fine Arts Museum

Art & Business, what's next ?

19



I K 18 S 2l 1 ek 1)
¥ v i HL i

= 15
BRI AR TR R

TRITRAE  AVEREM L LHRE
EEESR  EANE EREN » RKEATME
BARFHINAE  ABELZRRHTH
BERBMBRZITEHNIXH - £FRBPR
BUIA - -BHR - AV BORERS - 887
BRBMHNED REZMAFEENER

EXFNEMAIFE  BEF T AMNETE -
RO BERDENYE - BXERBMRE
B AERTFER B EXNESHEER
FEBREMEBENETE BT BEIAIE
REBIE  BEEXAE  K2MEEER
PRAEE ©




® ZEiiiHE

BHRXB\AZRE  MARBEEZE
i A2t -—E8HMERTERSE T
B BMRARE . BREBNEBHLREMN
HF - LR EESIUBMAEEZHME - &
E—PIHEENRE B EMBT WS
BALAEREEE L TR E GRS -
KEERPRE  SULREEBNERAE
M RABEERETFNEM - AMMEBEEE
o BRUSEANEANEZMTRE -

BN BEE TR E AR - ¥
LT SERS - TEEWEEE 0 A
ARBEIEMNERMT  VEERKBEZEE
MHEE » EMMAEERFRTSIHET ?
MR —EMTLBEME R EEEK ?

ERRFB " FEREALR—EEM
X BEER —BRARUMIDARBENMN
K, c ZEARZMAIE » NRZAIED -
B—EEFERLRNRENEE/F A
—REARBEBHEARE » BB NBEZF
TRHRERELE D ZRNRBELUR » R
REERNERNMMES @ BEPHELE 3D
B o

® EFSE

% Bl &l £ ( Financial technology » 13 78
£ FinTech ) 2 BRI MESHERITNEEN
BERTe— ERZEBERAFTERZNA
BAMAGE S - HRN—MIBIT TIFERR » B
EREREREBB/EF RO LERE
SOP Ao ZAEEZRETLFAERIENNEA
= B2hAFNRENZEEEHEN  ARFEME
BEENEER -t 2EINEESE » BMX
EENZEE BEREZHERIELRK
L2 BMAEBECFHRBER - &
MTREBERBETR - BREREMWER - B
BRVBTEE °

—NUEHERFEMNERIBEDZN
MXcESEWGR - 3 " HALIERE
LYEmETEN T ZRBRBEKBT
BAH » BEFRBRIWBERZM - SIS
AR MEHZRY - Wit - BEAFRERIE
FRESE » DRRRENT . ERAVE
RN EL - ELBHEBSBEARR - £
FEERRFRIFFDRERELENRER Al
AR - EBRMHBHH S —TEE
2 e BT o R AR RS - WU SR B AR
SEAFEER MELUEXRNBEWEZRM

A 1 S Al A e L
21




o BERNRLETE @ ©EEm A LURE
M+ BUOE MBS RBEEN - SRELE
MiEEEE -

BERRH TE-REHATLUEKIER
WHERB—R ., EMEANEEREENZ
TEDFIRE L o BTFESRAMERNER
— & BARLEERR  BEEHEBEHTK
HNEN > BEHEIENERERIKR - 24
BRE  BEDHIRFH 100 KA T 107 > {hA]
BERMENE  MEERKEER - BHE
BRME ' SHARSREERNER -

1885 FRIBABHKEBLE » KELER
Alfred Marshall E5¢ "X EERALOEE K
PENBOMTSTREINER  REFRK
BIRNRDEMEN 8L - RIBEHEBER
FaNEFE—RIBARE  ZREFRE "OF
HISERSEDRER/ O . 2 EBFEEAER - I
HEELEFMEREN MM RENRE
HAtgRERENGBEER REBHIAE
B BEEBNAENOE  BREBWBLEFT
EEBNHEERE  FARBLA—EE
BEBEEENEE - . AMBBEEN "RF
RIEERS > RO L BLREEERW - 1t
BATHREATERN "OENBEE . KEZER

A 1 S Sl Bl A i L L
22

ST EM” - BIERKEARME - 7 BH” 2
MR R - AERREBBRRANIA
B e B —REEERKZAMNERE - IR
BERBRREND

EEFERIABFRFHEKMERREN
O BEFAZEEM I AF » FRER
BREAMNEEEA—H - BRBELAFN
PEFR > —EEREBEMND - BEFREE
MITBUTERPI R RAE - WECEEST 130 £
BIEARRVEEE R Marshall (9(E7 ©

® XBEHRNBE

EEESES  DERREANLEE
T BENIFASSREBETRY
= BEHEENES o RITHWPIWI -
EREENTHR TFRCSREHRE
WES - AEEMUBED  BESREHR
BIANRLE -

FRITEB LR EZR - SRAKBEHK
B RBAAFRAERCREESR -
SEFMET » KARLUESEERE S
MBFRRIATAY—F » MUEE - LERFE/IN
F—EFERNFER  SELEFRERER
E 300 B4 - SRS B IZHIERITER



8 BIRBEMENREBRINEEHE -

RFTSNEBERT  LEHENESRR
NELREL  MEBXYNREE - BEFAIE
EMBRE - WAtk > +=FRIKEIBRRK
FRRE—EER VRN - REE - FE (Vital
Happy Hopeful) » %5 22 %= {@ Slogan 8241 (K1t
BRERNXt  WEAES—EARES
REEEENE L - MKFRR » ¥F &
EENESRIARE > T —EFREEERT
HEETFEBEPNES - A LUIEHTERER
W HFEmREE ~ TEH ~ HE -

yEBE B 224847 ( BNP Paribas Euronext »
78 BNP ) 2 RARD1TEUA 2200 =X - BF
DTHREE FHMNE—REMESFEH2ED
ERERBITRERRBN LN > BEERE
MTERNEHE » REBFERAEFm » &
BEEN SN FEEMRERMEEE
¥ IREELFEXBMRNEIIEEEEE
B BERSERNRE  BITEVTEE
MIEMBEEEEA—BKNEEBHNEDE -

BEAE-—REASERKCESRAMED
17 BERELHE—RE  tH2 "ES
MEXRR ? , RITTEREHR " EREC

REERRE 0 FTY -, BABERBH—
Bt FEEHFTE "EEHEEEE I8
EEBE—RYE! ., BEXR EREEMEWT
BERREDHEEDS] -

BERTHRRARNAERE  BREEAR
DGR - BEERE BRI TFEALIR
BRrELEFR - Bt » 8RIEEREZRRT
ROV - LEREBENS N RERBX
MREBL—F—ERTTUREM - SFF
—EHEICNER —FRE 16 BFR » 7
FREZEDARED 100 BER - ELKRE
BERTKENEE  ENEFEEBEHE
BR REERFESERENVEEE - it
Sh FRERRORVEMERE - BEBEH
AREENERE  FMESNBAE &
2z RHEERIHTS -

EREZZE  cREBEEZHEHTEY
ZEE) - S AFER) (MhRE ~ HE ~ 7K
FE) FE-—ERENWEEMNER - BF
FTEREEREALUSE - AFHRAEK -
BRI LY RABRYSE » & B R TERI /Y
BifE - R Em - EA LIRS INLE -

BEAORBESNLEERR "HEBE

A 1 S Sl A e L
23




v, 0 #BET 350 (U SEWE| —TAEFR -
T EER T TE R BT E KR - HiE
HISH  BRBBE —MAMELNEL &K
YRER  KEEET —EHFEFT - MmE—
NEERNS L FEAKER  BFH/ TR
B CRBREMTY —ERRRSERSHRS -
HILARESBEEMNREZE  BNE%X -

EREE ARE T —BFmE iR~ -
MmeRBst ERERATESERER R - RIF
B 10 BB RBREFIRANZE - ERERE/S
BHEEE - HEREEER MO0 2
B—RIERENXL - BE—RRT  MER
BEEE - BReRARERRMER -

BBBMRAEE  BEEEXETH
SRR - ERRLBEFZERA - 5

A 1 S Sl Bl A i L L
24

BEREANWHEREEEZEN—EHT - 58
ELERFY ENBER - BEFFERTM 0 8=
HEET HRMEMR » BFTEERIEHREE
WARR - RIFERBERRMESE » LEAR
RBRREEAERREET - B2 ZMR
MAFENERR  FCEERESIIEMER
MEEEENAELRERNM

BLEZNNEBFER AN L - BEB
SMFREBEEEEZNES  ElRBEM
NETEZ R - KB £F -~ R8B - K82
MRATEFZAHMN - B8 - EHENSET]
SEUMNEDREE  BEEEEE-F
EF - EEAEMNE -



FEIPEIERE » Kellogg School EIE R+
=BG #KE » Kennedy School » Senior Executive Fellow

BN BUAKRE  SRITREBL

©® R
EETHERATEEERTESEER

@ Z[E

THRBRBEE PEMEKRNBRATES

P EERER R B PILARSBH B EERRRE BRI
PRBITEHEEEES B EEARBIEMBHERREITR
REERMIZERKRPDERAREI SEEESE

RITEFR

EERTESER

SE T MRITRKHE
RERHREgHEEES
FEIARKIRITARAV#AT Vice President
MERFRITASESER
SEEEARTASEER

EEESRIMESF

EEBNERFGMES
PEFSEEFEATARKE

A SR A A i B AL
25



Art of the Spirit - Asia-
Pacific Corporate
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“ Life is Art. Art is Life. ” God
creates the world, and essentially the world
is beautiful because nature is filled with lots
of magnificent creations created by God. In
the history of human development, there are
sophisticated and multiple cultures. If you
try to realize all the behaviors, phenomenon
and characters, which are the foundation of

art, you will find the inspiration to create

artworks. Meanwhile, good artworks enrich
our lives and become the most precious
asset for souls. By purchasing and collecting
artworks, the enterprise workspace is
beautified. The aesthetic perception and
creativity of employees are enhanced, and the
atmosphere of the enterprise is vitalized. The

value of art is realized in daily life.




® The Artistic Atmosphere

My father loves to paint and my
daughter studies arts; hence I am always
surrounded by art. Therefore, “ life is
art 7 explains what kind of life I expect
my daughter to live. My daughter studied
in Academy of Art University. She took a
mythology course, and we discussed on it
often, so I had the chance to study mythology
as well with my daughter. Learning about
mythology allows me to study art more
systemically and experience how life is art. In
daily life, people actually connect with art by

various forms.

I have studied science and technology.
Later, I made a career shift into financial
industry; I had no idea about art. However,
after I studied mythology, I started to realize
the importance of art and ponder the value
of art. I was thinking about two questions:
how art can draw people’s attention in an

enterprise and what a world without art

looks like.
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Pablo Picasso said that every child is
an artist and the problem is how to remain
an artist once we grow up. Children’s
originality and creativity are great. I have
kept the drawings of my daughter’s. One
day, I took them out and found that her
sketches in 3rd grade has displayed the three
dimensional effects already. Apparently
three dimensional perspectives have already

formed in my 9-year-old daughter’s mind.

® Art and Business Cooperation
(A&B Cooperation)

Financial technology, which is also
called FinTech, is one of the most famous
and important technology in financial field
currently. To develop financial technology,
originality and creativity are needed. As
for ordinary bank workers, they are asked
to follow procedures strictly. The stiff SOP
easily washes away originality and creativity
of people and even of the whole enterprise. It
is difficult to push through A&B cooperation
because there are value differences between

the two fields. General public care about



price while the artists care about value.
Since it is hard to translate value of art into
price, many artists’ artworks have not been
priced during the artists’ lifetime. Artists
pursue their ideals and accomplishments,

but the society may not recognize them.

A respected entrepreneur, who adores
art, has shared the reason why he established
the foundation of culture. He said, “ The
reason why I can buy these artworks is mostly
because the descendants of the collectors are
unworthy. If their descendants were successful
and did value art, there shouldn’t be any
artworks being sold. Therefore, I will donate
my collection to the foundation lest it would
be scattered around the world in the future. ”
This perspective is different from Sotheby's and
Christie’s. There is another perspective in the
market. Since the entrepreneurs cannot make
sure whether their descendants will cherish the
collections, they share the collections with the
public. When the artworks are collected by a
person, the collector bears huge responsibility.
On the contrary, the complete systems prolong

the life span of the enterprises. Thus, if the

artworks are collected by an enterprise the
collection can be properly maintained and be

appreciated for a long time.

Pablo Picasso once said, “ Art washes
away from the soul the dust of everyday life.
” The most important feature of an artist is
his or her “ soul and spirit ” . Artists and
athletes pursue the same objectives. Their
efforts may not turn into good result but
they can enjoy the joy of accomplishment.
Nevertheless, the public cares about results
that are visible. For instance, a sprinter ran
100 meters in 10 seconds. He probably has
done his best but he just couldn’t break this
record. Still, to the athletes, the effort itself

is self-accomplishment.

In 1885, in a lecture on economics at
Cambridge University, the economist Alfred
Marshall addressed, “ It will be my most
cherished ambition to increase the numbers
who Cambridge University sends out into the
world with cool heads but warm hearts, willing
to give some of their best powers to grappling

with the social suffering around them; resolved
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not to rest content till they have opened up to
all the material means of an refined and noble
life 7 . The “ cool head but warm heart ”
we’'ve praised is derived from here. The “ cool
head ” that people from all walks of life seek
and the so-called “ rational ” for economists
is the pursuit of maximum profit. Being
rational ” is an embellished phrase, it means
pursuing the maximum profit. However, when
we pursue the maximum profits, we should not

forget to have a warm heart.

If an entrepreneur has a cool head but-
without a warm heart, it will not be easy for
the enterprise to cooperate with art field,
since A&B cooperation contradicts with the
objectives of pursuing the maximum profit.
That’s why the entrepreneur who pursues
A&B cooperation must have a warm heart.
Whether I serve in the government or in the
non-governmental organization, I will stick
to the belief of Marshall, who is the great

economist lived 130 years ago.

® Learning about Aesthetic Experience

The baroque style building of Bank
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of Taiwan’s head office has a very long
history. The bank workers in the building
cope with numbers and bank notes every
day, confronting with a variety of pressure.
Working in a bank, they are asked to be
precise without mistakes. Thereupon, they
work under the pressure of reality and live
busy lives. Indeed, they need time to quiet

down and puts their minds at ease.

While Bank of Taiwan was running smoothly,
we started to review ourselves, believing that our bank
needs art to awake the souls. This year’s spring
festival, when the market opened, instead of
setting off firecrackers and celebrating with
dragon dance, we played music. We played
The Four Seasons of Vivaldi as the start of the
spring. This year happened to be the 300th
anniversary of Vivaldi’s work. The artistic
atmosphere prevailed in the bank; the ideas of Bank

of Taiwan Art Festival started to grow.

Bank of Taiwan is located next to the
Presidential Office Building. It was famous
for its baroque style building. As the years
passed, the wall of the building is mottled.



13 years ago, when I reported my duty in
Bank of Taiwan, I brought up an idea: vital,
happy and hopeful. I hope this slogan can
blend into Bank of Taiwan’s culture. And,
I hope everyone live a happy and vital life.
Half a year later, the soul of everyone in
the bank started to change, from one being
trapped into an old house to being lively
again. The bank is filled with happiness,
vitality, and hopes.

There are 2200 BNP Paribas Euronext
(BNP) branches around the world. Each
painting hanging on the walls of the
branches is authentic work. The way that
BNP collect artworks is to buy young
artists’ artworks from the art schools or on
the street in Paris. By collecting artworks,
BNP practically support the young artists.
In the future, when these artists’ artworks
are priced or become valuable, the artworks
which BNP collected will become precious

and special.

One day, Mr. Kuang-Nan HUANG (former

director of National Taiwan Museum of Fine

Arts) passed by Bank of Taiwan Tainan branch.
He saw a painting hung on the wall. He asked a
bank worker, “ Where did this painting come from?
" The bank worker answered, “ This painting has
been hung there for 40 years. ” Director Huang was
shocked. He told the bank worker immediately, “
Why is it hanging here for? This painting is worth
100 million NTD! ”  On that day, the painting was
taken down and transported to Taipei by armor

cash carrier.

Bank of Taiwan has collected many
artworks from Japanese colonial period till
now. However, there wasn’t any platform
to display the artworks. Therefore, Bank
of Taiwan learned from BNP's experience,
holding competition to gain exposure for
these artworks. This year is the first edition
of the competition, we chose 16 artists. If
the competition is held annually and each
year we accumulate 16 pieces, after 7 years,
we can at least collect over 100 pieces of
art. The assets will last forever. I hope,
through this process, we can maintain many
cultural assets for Taiwan. In addition,

after the competition, Bank of Taiwan will
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arrange exhibitions around Taiwan for the
award-winning artworks to generate media
exposure and promote the beauty of art to

local communities.

After the painting festival, the
following is a photography festival held by
Bank of Taiwan. To create many categories
of artworks (engraving, oil painting and
watercolor painting) require a period of time
to learn to be professional. Yet photography
is relatively easy to start for average people.
Anyone with a camera can take beautiful
pictures, and the moment being captured
becomes an art piece. Then he or she can

take the piece to participate the competition.

This time, the Bank of Taiwan
photography festival was named as “ Vitality

of Taiwan ”. We received over 1000 pieces of
artworks form 350 participants. The expert
spent a lot of time reviewing and selecting.
At the award ceremony, I remembered that
there was an old lady who bought a new pair
of shoes just to receive the award. And, there

was another man who dressed decently in a
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suit. He said he bought a custom-made suit
for this award ceremony. It could be seen

that their excitement is beyond description.

Each award winner leaves one piece
of art to Bank of Taiwan, and each award-
winning piece will be printed in 100,000
copies of monthly calendars in the next year,
which will be distributed to the clients of
the bank. Then, the calendars will be spread
all around Taiwan. Through such little
effort, we want to create an art appreciating
culture. In this way, Bank of Taiwan will not
only be a hundred-years-old bank, but also a

bank of historical and aesthetic value.

Through the events of art festival,
the aesthetic sense of the employees is
cultivated. The result has shown in various
aspects. One of the most direct examples is
design of the posters. Our posters and New
Year cards are all designed by our employees.
The posters of our enterprise events are
not cheesy; on the contrary, they not only
display gracefulness and meaningfulness but

also depict the aim of Bank of Taiwan. This



is how we integrate art into our everyday
life. And, the employees can have the chance
to realize that art plays an important role in

our daily life.

The efforts that we make can encourage

others. At the same time, the idea of

kindness, beauty and truth is conveyed
through artworks. It spurs us to constantly
see, listen and read the artists’ ideas and
to encourage and understand them. In my
opinion, such efforts can help us to live
meaningful and worthy lives which full of

the power of art.
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Jye-Cherng LYU

Chairman, Taiwan Financial Holdings & Bank of Taiwan

@ Date of Appointment
Aug. 31, 2016

® Education
Master of Management, Kellogg School, Northwestern University
Senior Executive Fellow, Kennedy School, Harvard University

Bachelor of Money and Banking, National Chengchi University

® Professional Experience

Minister without Portfolio, Executive Yuan

Minister, Ministry of Finance

Board of Director, Central Bank of the Republic of China

Chairman of the Board, Mega Financial Holdings & Mega International Commercial Bank
Chairman of the Board, Bank of Taiwan

President & CEO, Land Bank of Taiwan

Vice Chairman, State-owned Enterprise Commission, Ministry of Economic Affairs
Vice President, Bank of New York, New York Headquarter

Chairman, The Bankers Association of the Republic of China

Chairman of the Board, The Bankers Association of Taiwan

Board Director, Taiwan Stock Exchange Corporation

Board Director, Taiwan Future Exchange Cooperation
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Board Director & Vice President, Chunghwa Telecom Co., Ltd.

Board Director, China Steel Cooperation

@ Teaching Experience
Distinguished Chair Professor, School of Management, National Sun Yat-Sen University
Adjunct Professor, School of Technology Management, National Tsing Hua University
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Running The Museum
From CSR Viewpoint

Ryuta NAKAJIMA

Director, Sompo Japan Nipponkoa Museum of Art

Sompo Japan Nipponkoa Museum of
Art and Sompo Japan Nipponkoa Fine Art
Foundation have been established for 40 years,
making every effort to promote corporate
social responsibility (CSR). The museum not

only arranges exhibitions regularly, but also

holds all kinds of competitions annually to
provide medium to long term support for
artists; meanwhile, it cooperates with local
public schools, making local students have a
better chance of getting close to art, so as to

promote art education.




Sompo Japan Nipponkoa Insurance Inc.
(Sompo Japan Nipponkoa) has been established
in October 1888. It is one of the best insurance
companies in the world, with 26,000 employees
serving customers in 32 countries and 228
cities. Its net underwriting income has reached
2.2 trillion JPY, and its business scope includes
property and casualty insurance, overseas
insurance, health insurance and investment
insurance. As for Sompo Japan Nipponkoa
Fine Art Foundation, which belongs to the
parent company of the insurance group, it
takes responsibility for the operation of Sompo

Japan Nipponkoa Museum of Art.

The headquarter building of Sompo Japan
Nipponkoa was built in 1976. In the same year,
Sompo Japan Nipponkoa Museum of Art and
Fine Art Foundation started its business. The
office of Fine Art Foundation is located in
the headquarter building, with the museum
on the 42nd floor, where visitors can view
the beautiful landscape of Tokyo. In addition
to the permanent exhibition of Seiji Togo,

the museum also arranges 5 to 6 other exhibitions

annually and displays Vincent Van Gogh’s
Sunflowers " regularly. The entire collection of
the museum contains up to 630 pieces of art, and it
attracts approximately 150 to 160 thousand visitors

every year.

The management philosophy of Sompo
Japan Nipponkoa is to assure customers of
safety, healthiness and happiness. According to
the 5 issues and 3 advantages of Sompo Japan
Nipponkoa, its objective is to improve the
living standard of local people and to become
a trustable enterprise. Also, by providing the
professional knowledge and resources on art
and culture, the foundation will be dedicated
to improving the life quality of people and
enriching their lives. Sompo Japan Nipponkoa
Museum of Art and Fine Art Foundation
play an important role in the society, and the
museum especially bears clear and definite

corporate social responsibility.

® Sompo Japan Nipponkoa Fine Art
Foundation and Museum of Art
Sompo Japan Nipponkoa Fine Art
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Foundation and Museum of Art mainly take
care of the business including: exhibitions,
medium to long-term support for artists and
promotion of art education. The museum
organizes 4 to 5 special exhibitions every
year in order to bring art closer to the public,
while the foundation will adjust the content of
exhibitions properly. Meanwhile “ Sunflowers
” of Vincent Van Gogh is permanently

displayed in the museum.

To constantly discover frontier artists and
support them, the museum holds competitions
annually. By holding the competition, the
museum provides medium to long-term
support for the artists. One of the examples
is “ Frontier Artist Contest Exhibition
(FACE), ” which is held annually. Besides the
competition, Sompo Japan Nipponkoa Fine
Art Foundation also provides a big prize to 38
Japanese art institutions which arrange open

competitions to support emerging artists.

Lastly, concerning children as the future,

we hope to provide an environment for them

Running The Museum From CSR Viewpoint
44

to discuss about art in the museum by means
of art education and appreciation. Sompo
Japan Nipponkoa Museum of Art, therefore,
cooperates with the public schools in Shinjuku.
Each year there are 15 to 20 days, which are
closed days (Monday), for the volunteer guides
to interact and discuss about the exhibited

artworks with students.

® Van Gogh’s “Sunflowers ~
The original aim of establishing the
museum and the foundation is to contribute to
the society. In 1987, Van Gogh’s “ Sunflowers
was purchased at an auction. The intention
was to attract more visitors and meanwhile to
celebrate the company’s 100th anniversary.
1888 was the year when “ Sunflowers 7 was
created, and coincidentally it was the same year
when Sompo Japan Nipponkoa was founded.
Before it bought “ Sunflowers ” , from 1976
to 1986, the accumulated visitor arrival has
only reached 220,000 visitors. Ever since the
painting was bought, the museum has attracted
about 5,400,000 visitors, which proves how

fascinating “ Sunflowers " is.



@ Frontier Artist Contest Exhibition (FACE)
The Frontier Artist Contest Exhibition
(FACE) annually held by Sompo Japan
Nipponkoa Museum of Art is a competition
open to the public with no entry
requirement. Last year, we received 1147
pieces of art, and there were 71 outstanding
pieces chosen, with one receiving Grand Prix
Award, three Excellent Work Awards and
a Special Jury Prize. Among these awards,
only the artworks of the Grand Prix Award

winners will be collected by the museum.

The award-winning artworks will
be exhibited in the museum for a month,
during which there will be approximately 10
thousand visitors. Through the process of
presenting exhibitions, hopefully there will
be more connections between frontier artists

and arts professionals.

Moreover, every three years, Sompo
Japan Nipponkoa Museum of Art will hold an
exhibition called “ The Way of Paintings. ”
The artworks of 12 emerging artists will be

displayed in the exhibition, and the 12 artists

are those who received the Grand Prix or
Excellent Work Awards of FACE in the past
three years. The museum puts a lot of effort
into arranging exhibitions so as to attract more

people to visit the exhibitions.

® The Art Education Program

Sompo Japan Nipponkoa Museum of Art
cooperates regularly with Shinjuku Education
Bureau and public schools. The museum and
70 volunteer guides use interactive discussion
as teaching method. One volunteer and 5 to 6
students will firstly form a group. Before the
school visit, the volunteer will come to the
school to give a lesson, utilizing art activity
cards to discuss with the students on how
to appreciate art. On the closed days of the
museum, the same volunteer will accompany
the students to the museum, leading
interactive discussions with them to appreciate
artworks together. In this way, students’
capability of thinking and judging art as well
as communication skills could be enhanced.
Besides, it allows students to have a chance
to view the real art and get familiar with art

museums. This program started from 2008,
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and so far there are 10 junior high schools and
29 elementary schools (about 15,000 young
students) having participated in this program.
The museum believes that since children stand
for the future, in order to see art industry
prosper in the future, there should be better
chances offered to children to understand art

and culture.

® Corporate Social Responsibility (CSR)
of Sompo Japan Nipponkoa

The operation of Sompo Japan Nipponkoa
Fine Art Foundation is one of the corporate
social responsibilities (CSR) that Sompo Japan
Nipponkoa takes. To revive art and culture
community, the museum supports the artworks
of high originality and the international art
festivals in Japan. Since the museum received
the first art piece in 2016, to date it has
received 98 pieces of artworks to participate
the competition. Among them, 20 pieces have
been selected. For each event Sompo Japan
Nipponkoa will be responsible for half of the

expense, 3 million JPY at most.

Another CSR activity is an art competition
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46

for the disabled. Sompo Japan Nipponkoa as
the main sponsor, it hopes to allow people with
disabilities to work well with the society and be
financially independent. The art competitions
are held in 47 areas separately; the award ceremonies
are arranged at the local office of Sompo Japan
Nipponkoa. The ceremony awarding Sompo
Japan Nipponkoa Awards is an activity which local

community strongly supports.

@ Plans for the New Museum

Now Sompo Japan Nipponkoa Museum
of Art is planning to construct a brand new
6-story museum, set next to the headquarter
building. The new museum is expected to open
in 2020, the year when Tokyo Olympics is held.
It will be a significant landmark in Shinjuku,
Tokyo, enabling people to share viewpoints
here and open up more communications
nationally and internationally. Meanwhile it
will be the only museum where visitors can
have a glance at Van Gogh’s “ Sunflowers. ”
Above is an introduction of how Sompo Japan
Nipponkoa conducts CSR and how Sompo
Japan Nipponkoa Museum of Art contributes

to the society. While these activities are



conducted, the group first considers the health
and happiness of people. Besides, spiritual
wealth is considered important as well. The
museum believes that one of the sources of

spiritual wealth is culture and art, which is

the responsibility an art museum should take.
Since Sompo Japan Nipponkoa Museum of Art
bears such strong belief, it will keep making

efforts to glow in the future.
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Ryuta NAKAJIMA

Director, Sompo Japan Nipponkoa Fine Art Foundation

Director, Sompo Japan Nipponkoa Museum of Art

® Education
Bachelor of Laws, Keio University, Tokyo, 1980

® Experience
1980/4 : Joined Yasuda Fire and Marine Insurance

(Current Sompo Japan Nipponkoa Insurance Inc.)
2002/4-2005/4: General Manager, Hiroshima Automobile Business Production Department
2005/4-2005/7: General Manager, Financial Business Planning & Promotion Department
2005/7-2009/7: General Manager, 1st. Production & Marketing Department
2009/7-2011/6: Executive Officer, General Manager, Nagano Branch
2011/6-2015/4: Managing Executive Officer
2015/4-2015/6: Advisor
2015/6-Present: Director, Sompo Japan Nipponkoa Fine Art Foundation

Director, Sompo Japan Nipponkoa Museum of Art
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The Trend of Corporate
Collecting

Moderator | Howard KUO Panelist | Steven GO
Deputy Chairman, PricewaterhouseCoopers Taiwan Deputy Chairman, PricewaterhouseCoopers Taiwan
Panelist | Hsiu-Chih CHIEN Panelist | Tina LEE

President, ART & COLLECTION GROUP Senior Vice President of Cathy United Bank




Sponsoring and collecting art is beneficial
to building company culture and brand
image. However, most collectors today are
individuals. Although the value of artworks
usually increases after extensive time periods,
the increments cannot be reflected on the
balance sheet of corporations at fair value of
the time, making it impossible to recognize
the nominal difference between cost and
fair value and to display the market value of

artworks. These accounting principles lead to

an underestimation of corporate asset values.
The accounting standards in Taiwan, both the
International Financial Reporting Standards
(IFRS) adopted by public companies, and
the Enterprise Accounting Standard (EAS)
adopted by SMEs, lack guidelines for the
accounting treatment in artworks, leaving
corporations with no choice but to measure
the value of artworks by their acquisition costs
while the market value of artworks are taken

into account.




Collecting Art under Corporate Name

Steven GO | Deputy Chairman, PricewaterhouseCoopers Taiwan

To collect art under corporate name
requires consideration for various purposes,
because different purposes dictate different
methods. For example, the common approach
in private businesses is to follow owner’s
interests. However, behaviors differ between
public company and sole proprietorship. Such
behaviors are reflections of different thinking.
To public company, in preparation to own art
collection has to involve not only price and
tastes, but it has to consider the interests of
shareholders and stakeholders of any kind. In
addition, the company must evaluate issues
regarding its core business and corporate social
responsibility, and how to involve stakeholders
in the process of purchasing and collecting
to create a sustainable system. All these are
elements to consider when businesses are
buying art collection. Thus, different stages
with different subjects will expand various

plans and designs.

The Trend of Corporate Collecting
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Thus, at different stages, with different

subjects, there will be varied plans and designs.

One major incentive for any business
to collect art is the obvious reason that the
collecting behavior itself can turn into profits.
When discussing corporate collection, the
first thing mentioned is budget, as collecting
art requires it. However, corporate support for
art culture should not be only implemented
on art collecting. Corporate collection can
only be funded if the company is making
profits. Conversely, in loss, the company will
naturally remove funding, making such system
unsustainable in longevity. Buying collection
is only one field, but corporate support for
culture can be spread in multiple facets.
Different companies need different corporate
operations and strategies, realizing the maximum
potential from their core skillset and creativity with

art and culture, creating a diverse integration.



As mentioned, profiting and taxation
are two purposes behind corporate
collection, but more important incentive

is the strategy and future development

(creativity) of the company itself. Buying
collection must be attached to the company’s

core business to have a sustainable future.

Art Collection of Cathay United Bank

Tina LEE | Senior Vice President of Cathy United Bank

The corporate art collection of Cathay
United Bank originated with Chairman Guo-
Hua Wang. In the early years while working
for an overseas company, Mr. Wang made
regular visits at major banks in Europe, thus
took notice of the common practice of wall
paintings displayed within European banks.
After becoming the chairman of Cathay
Financial, Mr. Wang started to collect art to
realize the dreams he had in his early years.
Unlike most collectors, the artworks Cathay
United Bank collected were from local artists.
Because the strategy then was uncertain, there
had been one to two artworks by overseas
artists, but such artworks took up less than 1%

of the entire collection.

Cathay Financial becomes the main
buyer of local art, because it aims to take on
the role of supporter for local artists during
their artistic creation. Buying is the most
straightforward way of support, as it stays with
artists’ many creation processes. In addition,
the art collection of Cathay United Bank has no
plan of selling. The artworks the bank acquired

are seen as assets.

The collection is displayed in various
branches of the bank. Cathay United Bank
emphasized that the displayed art are original
and authentic to symbolize the authenticity of
the relationships between the clients and the

bank. Often times, clients would inquire to the
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staff about the artworks they see. Therefore,
besides having an information label next to the
artworks, the staff must have some knowledge

about them as well.

To better its employees’ knowledge
about art, the art center of Cathay Financial
holds periodic art-related forums that focus
on enjoying and understanding art, making
art appreciation more approachable.
Occasionally, the art center would invite
artists themselves to personally participate
in major national exhibitions or the
exhibitions held by the art center itself, which
is open for clients to join. The exhibitions held
by the art center are not only meant to better
the knowledge about art for the employees and
the clients, also they can be valuable resources
for those clients who are looking to start a

collection themselves.

From establishing foundation to art center,

it all started with the late chairman’s decision.
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The extent of Cathy United’s collection, in
terms of building, revision, exhibition, art
appreciation and education, was not planned at
the very beginning. But instead it went through
trial and error, becoming what it is today

slowly through correction.

Taiwan faced taxation issue in the past,
making the exchange platform systemically
deficient, thus causing Taiwan to fall behind
internationally in corporate art collection.
However, there is no need to lose faith,
as Taiwan boasts a deep cultural heritage
with many culture professionals working
selflessly. With hopes that in the future
the country will support the industry, and
policies will benefit corporate art collection,
Taiwan can reclaim the advantage in the

competitive industry of art.



Moderator

Howard KUO

Deputy Chairman
Lead Partner, High Net Wealth Family Services

® Experience
Family business succession
Personal finance planning
Transfer pricing

Cross-border investment structuring

Howard Kuo is the Deputy Chairman and of ex-Leader of Tax & Legal Services. Joined PwC
Taiwan from 1986, he became a partner in Assurance Services, and subsequently joined Tax
and Legal Services in 2003. Howard obtained his Bachelor of Art in Accounting from National
Chung Hsing University and EMBA in Accounting from National Taiwan University. He is also a
Certified Public Accountant of R.O.C.

With 31 years of experience, Howard has developed in-depth knowledge in many fieldssuch
as: tax planning for corporate tax and transfer pricing, cross-border investment structure and
tax planning. He specializes in the Technology, Entertainment and Media, and leads the Cultural
and Creative Industry Project launched by PwC Taiwan.Furthermore, with the extensive

experiences, he is the Lead Partner of High Net Wealth Family Services.

Aside from his continuous contribution to PricewaterhouseCoopers Taiwan, Howard is
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theadjunct associate professor in Accounting from National Taipei University. Howard had also
been the Director of Taipei Municipal Tax Agent Association, Director of Taiwan Provincial
CPA Association, Director of Hong Kong Family Office Association, Member of Publication
Committee -CPA Association of the Republic of China, Member of Tax Reform Committee -
Taiwan Provincial CPA Association, and Member of Accounting and Auditing Committee -
Taipei Municipal CPA Association. To share his expertise in the accounting field, Howard is an

active lecturer in several universities and foundations in Taiwan.
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Panelist

Steven GO

® Education
He holds a BA in Accounting from Soochow University and an EMBA from National Taiwan

University, and Fudan University of China, and is a Taiwan-licensed Certified Public Accountant.

@® Professional Qualifications

Steven specializes in domestic and international tax consulting and transfer price planning.

@ Selected Experience

Steven is the director of several professional associations and an adjunct assistant professor at
Soochow University and Chung Yuan Christian University in Taipei. He has authored and co-authored
several tax-related books and articles on transfer pricing, intellectual property, M&A matters, as well

as international taxation and corporate social responsibility.

Panelist

Tina LEE

Senior Vice President of Cathay United Bank Foundation (Cathay Gallery included)

@ Professional Qualifications
Deputy Secrectary- General, Cathay United Bank Culture and Charity Foundation
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CSR in Arts

Moderator | Ren-Feng KE Panelist | Shun-Kit WONG
Executive Director, TAGA Taipei Art Economy Research Consultant, Shanghai Himalayas Museum
Centre

Panelist | Ryuta NAKAJIMA

Director, Sompo Japan Nipponkoa Museum of Art

Panelist | Eliza LI

Partner of PricewaterhouseCoopers Taiwan CSR Service




The core objective of business operation is
not only to maximize profits for shareholders,
but to also care for the interests of all
stakeholders in the society, building upon the
basis of sustainable development. Corporate
art collection’s aspect of social responsibility is
far reaching, including support for local artists,
organizing art history, preservation and repair
of historic artifacts, and promoting public art
education. However, although businesses are
able to comprehend the benefits of art, the
values created by art are often overlooked in
conventional evaluation model of finances,
thus making businesses unable to “quantify ”

its values.

Corporate art collection has been in
practice in Europe and America for years. In
Asia-Pacific, Japan leads the way, followed
by Australia, China and Korea. Through

the combination of private museums and
corporate collection, businesses can deepen
their influences in cultural art field, and
follow through the concept of sustainable

development as a result.

Japan started to acquire western artworks
in large numbers in the 1930s, and set up
private museums afterwards. Taiwan’s late
development was seen in 1990s, and it was
then private museums were being funded by
businesses. China’s first private museum was
founded in 2002. As the functions of museum
are becoming more diverse, the connection
between businesses and museums now are
more important, as businesses find themselves
in a more responsible role in managing
museums. Consequently, businesses must now
understand corporate social responsibility

(CSR) and its significance and application.




Art: Creating the Social Value of Truth,
Benevolence and Beauty

Eliza LI | Partner of PricewaterhouseCoopers Taiwan CSR Service

One of the core values of corporate
operation is to provide the shareholders with
the greatest benefit, yet generating profit
shouldn’t be the only one and only goal of a
corporate. It is impossible for an enterprise
to distance itself from social changes. It has
to progress along the tide and make timely
adjustments to gain success. In other words,
to build a solid ground for sustainable
management, an enterprise should not only
attain the goal of bringing maximum profit
for shareholders, but also take benefit of
all interested parties in the society into
consideration. This is the main focus for a
corporate to fulfill its social responsibility
(CSR).

@ Integrate Art and CSR to Frame
Corporate Culture

Generating values for the corporate is
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the most significant method to carry out CSR
perfectly and make it last for a longer term.
The value includes both tangible ones, such as
financial value, as well as intangible ones, such
as brand image and goodwill. However, how
can we define the CSR value art provide for
the corporate? Many foreign enterprises put
forward the “ establish shared prosperity with
the region where they operate ” policy since
they reckon the corporate can only bloom and
grow sustainably in a thriving environment.
Many corporates have chosen art-led strategies
when taking on CSR. They support the
development of art industry; promote public
aesthetic awareness and lead the society to
truth, benevolence and beauty. We will present
you with the case studies of The Deutsche
Bank and LVHM to further apprehend how the
western enterprises create an environment that

the society and the industry can flourish in



joined hands by supporting art development.

@ The Deutsche Bank global art program

The Deutsche Bank has been devoting itself
to endorsing the long-standing significance
contemporary art can bring to the society.
Aiming at “ Art builds. Art questions. Art
transcends borders. Art works. ” , it has been
sustainably establishing cooperation with art

museums and festivals including:

(1) Endorse the office in artistic atmosphere
by planning Deutsche Bank Collection
and combine contemporary art with
corporate culture.

(2) Provide a stage for the next generation of
artist by setting up Artist of the Year prize.

(3) Founded ArtMag, an art magazine which
gives publicity to contemporary art and
to discuss contemporary art-related

international issues.

The Deutsche Bank Collection, now
opening to the public, houses the most
outstanding graphic arts and photography. The

systematic collection not only permanently

preserves the art, but also displays the trend of

art development .

For the Deutsche Bank, Choosing art
as a way to practice CSR relates closely to its
corporate management, which is to improve
the cultural diversity within the corporate.
The Deutsche Bank has branches throughout
the world. With regard to offer quality service
to clients of various regions and ethnicities,
the Deutsche Bank has been recruiting local
workers to undertake localized services. In the
light of owning diverse clients and employees,
the Deutsche Bank has chosen to preserve
the art, aiming at constantly encourage the
diversity of corporate culture while bringing
more innovative possibilities to the clients,

employees and the society.

® LVHM : LVMH commitment

The corporate charity program of LVHM
commenced in 1990. One of the major role
of it is to give full support to the art and
culture by sharing their passion toward art
and creative business. Bernard Arnault, the
chairman and CEO of LVMH, once claimed
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“Support for the arts and culture figures at the
very heart of our business model. Right from
the creation of our Group, I made it clear that
this is a strategic priority for our development.
This commitment embodies the values our
Houses all share - savoir-faire, excellence and
creativity — and anchors them in their artistic,

cultural and social environment.”

As a well known multinational luxury
good conglomerate, the followings are the

programs LVMH established to promote art:

(1) The Foundation Louis Vuitton: To benefit
the public and their employees, the
foundation has been advocating for
outstanding contemporary art pieces
created in 20th and 21st century by French
and other global citizens.

(2) Longstanding partner of Monumneta:
LVMH has been supporting Monumenta, a
series of exhibitions that invite prominent
artists from all around the world, since the
first edition in 2007.

(3) Commitment For the Young: LVMH

Discovery and Learning Classes initiated
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in 1997. It is a special educational plan
includes 12 different courses aiming for
children from age 6 to 11. Students from
elementary to middle school as well as art
majors are also welcomed to take part in
other lessons designed and implemented
by the group to perceive the core value of

art and music masterpieces

By supporting art, the CSR of LVHM
strongly resonates with the corporate image.
LVMH has been striving to stimulate public
aesthetic awareness by collecting art pieces,
preserving contemporary art, displaying the

“

collection of the corporate, “ Commitment
for the Young ” and becoming the longstanding
partner of Monumneta. Risen public aesthetic
awareness can naturally be advantageous
to corporate operation while it underpins
the leading position LVMH upholds in the

luxury industry.

@ SROI: Next Step for Corporates to Support
the Art Industry
From the two cases presented, it is

clear that integrating art and CSR brings



pronounced benefit to corporate operation.
However, though the corporate are able to
apprehend the advantages brought by art, there
wasn’t any corporate that can quantify the
efficiency. For instance, despite the fact that
both the Deutsche Bank and LVMH have
both increased diversity and boosted public
aesthetic awareness through art, the value
generated was often overlooked in traditional

financial models.

Fortunately, the efficiencies that couldn’t
be measured through traditional financial
models are no longer viewed as invisible values.
Many methodologies are raised to measure
extra-financial value, attempting to specifically
grasp and measure the value of the society and
environment in a more comprehensive manner.
Social return on investment (SROI) is one of
them. SROI can be used to measure the value
corporate created for the society, environment
and economy while carrying out CSR
activities. Its concept is similar to return on

investment (ROI) used in finance as it extends

the numerator and denominator to present
concrete information other than financial
items. It includes both tangible and intangible
influences brought to the environment and
society. This expanded concept is called
“social return” (e.g. social value worthy of
1.57 dollars is generated if invest in 1 dollar).
SROI assist corporates to present the value
they create for the society, environment and
economy when holding events by measuring
the effects they produce. The data can also be
used for management purposes as well. To put
it briefly, SROI has become one of the useful

evaluation tools the corporates can utilize.

As for corporates in Taiwan, if people
are able to apprehend the comprehensive
value art can bring to the corporate and the
society through the aid of these extra-financial
value methodologies, more corporates will
then be encouraged to invest in art and bring
about better social atmosphere. This is the
very vision both the society and the industry

cherish and long to see.
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Construction Boom of
Art Museums in Shanghai

Shun-Kit WONG | Consultant, Shanghai Himalayas Museum

In 2005, the first privately-funded art
museum in Shanghai - Zendai Museum
of Modern Art (now known as Himalayas
Museum) - was established. Ever since then,
a new wave of art museum construction was
initiated across the city and by the end of 2010,
the number of private art museum reached
four. In 2012, with the opening of two major
public art museums, namely the China Palace
of Fine Arts and the Power Station of Art,
the boom of the construction of art museum
in the city was officially ignited. Every year
there were new museums open to the public.
Moreover, the boom even led to a boost of

development of art museum across China.

Since the opening of Zendai MoMA in
2005, private art museums in Shanghai have
been making huge efforts to introduce modern

and contemporary art from the west and the
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other parts of Asia to local audience. Today,
high-level international art exhibitions have
become a mainstream among major local
private museums. As a result, compared to the
traditional and conservative attitudes by public
art museums, private museums manage to offer
an alternative perspective and attitude, further
facilitating the cultural exchanges between the

city and abroad.

The private art museums in Shanghai
all put an emphasis on public art education
and audience development. The Himalayas
Museum in Shanghai will be drawn as an
example to share experience in terms of art

education and audience development.

Since 2012 grand and special exhibitions
that aim to attract wider range of audience have

been constantly presented in the city, creating



new record-high numbers of audience one after
another. Different from public art museum
that are free admission, private museums
charge fairly high fees for special and grand
exhibitions and in return use the revenue from
ticket selling to support the exhibitions. And
so far they have accumulated quite significant

experience in this aspect.

During the past decade, due to the
lack of museum managers with professional
backgrounds, private art museums in Shanghai
have constantly introduced professional art
and exhibition managers/curators with cross-
cultural and cross-regional backgrounds,

further accelerating the diversity and

internationalization of art museums in the city.
The lecture intends to make an analysis of
the categories and features of the major art
museums in Shanghai and to probe into the
driving forces behind the boom as well as
problems incurred hereby so that audience
could gain insights into the development
process of art museums in Shanghai during the

past decade.

In the last part, a selection of
contemporary Chinese artists and
works on view at “ Humanistic Nature
and Society ” , collateral event of the 56th
Venice Biennale, and “ Dunhuang - Song

of Living Beings ” will be introduced.
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“SOMPO/Sompo Japan Nipponkoa Group activities”

“The Business Case for Arts & CSR:
The Private Donation to Museums
VS.Founding a Private Museum”

Ryuta NAKAJIMA | Director, Sompo Japan Nipponkoa Museum of Art

Sompo Japan Nipponkoa Museum of
Art, which was founded by Sompo Japan
Nipponkoa Insurance, has been promoting
CSR for years, and have hosted many related
activities. The museum belongs to Sompo
Japan Nipponkoa Insurance Inc., and is run
by a foundation, hosting special exhibitions
5 to 6 times a year. It attracts 150,000 to
160,000 visitors annually in recent years,
and has reached 5,600,000 visitors since its
opening. There are many activities held by
the foundation and museum. They can be
divided into 3 categories: hosting exhibition,

fostering artists, education project.
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@ Hosting Exhibition

To promote cultural art, Sompo Japan
Nipponkoa Museum hosts exhibitions every
year. The objective of special exhibitions is
mainly to increase visitor numbers. Therefore,
the museum invites the ambassador in Japan
for special exhibition openings each year,
hoping to increase publicity. In addition, to
attract family visits, the museum hosts various
relevant exhibitions. For example, Magical
Museum of the summer last year allowed
parents and children to participate in activities
under the illusion of lights and shadows.
To support the development of new artists,

the museum hosts Frontier Artist Contest



Exhibition (FACE), in which the winning
artwork in the competition will be displayed
for 1 month. Moreover, every three years it
will gather the 12 winning artists for the past 3
years and hold an exhibition of their works for
a month. Through these periodic competitive
exhibitions of new artists, it hopes to find and

foster more talented creators.

@ Fostering Artists

Artwork that wins the biggest award in
Frontier Artist Contest Exhibition (FACE) will
be bought by the museum with 3 million yen.
70 of the rest of the artworks will be showcased
in FACE.

The FACE award ceremony and cocktail
after-party are both held on the 43rd floor of
the headquarters one day before the opening
of the exhibition. Both the award ceremony
and the cocktail party are important events,
as the museum will invite 250 participants,
including the 60 artists who receive awards in
the competition, as well as their relatives, the
media, art critics and gallery professionals. The

reason of going through the troubles of inviting

the media, gallery personnel and art critics
is to use the occasion to provide networking
opportunities between new artists and art

industry’s professionals.

The month-long FACE exhibition usually
attracts around 10,000 visitors. During the
exhibition, the museum will ask visitors to
select their favorite piece to win the visitors’
choice award, in order to understand the public
preference of art style and genre. Although
the museum itself is a collection institution,
besides expanding its collection, it hopes to
become the channel between artists and the
outside world, allowing artists and the art
industry to meet new people during these
periodically held activities, thus creating

more opportunities.

@ Education Project

Sompo Japan Nipponkoa Museum of Art
believes that art enriches societies and elevates
spirits. Art and cultural activities can move
forwards with humans and make societies
prosper simultaneously. Our future belongs

to children, and children are the hope for the
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future. Therefore, to follow through its support
for art education, the museum, since 2008, has
opened its door to schoolchildren on Mondays
when it is closed to the public around 15 to 20
days per year, allowing them to experience true
art, and thus reinforcing their similarity with
art and developing their sense of aesthetics.
Since the start of the project, the number of
participating children has reached 15,000. It
hopes to continue such relationship with local

community in the future.

Ever since the museum was created, the art
foundation gives out awards to distinguished

artists annually, and through the sponsorship
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provided by the foundation, it supports 38
institutions that cultivate up-and-coming
artists. In addition, the foundation awards the
artists who are considered having the most
potential in each year’s competition. Through
these art awards, it hopes to accomplish more
publicity for the museum. Even after the artists
are awarded, efforts are made to continue the
publicity, so that the artists can receive higher
recognition. Besides direct activities, such as
exhibition and competition, indirect activities,
such as donation and sponsorship are also
being done, aiming to increase the number of
art-lovers and to support artists’ contribution

to the society.



Moderator

Ren-Feng KE

Renfeng received a BA in Urban Design from the Chinese Culture University in Taiwan
and an MA in Enterprise and Management for Creative Arts from University of Arts London.
She joined Taiwan Art Gallery Association (TAGA) in 2009, running education programme
for TAGA Institute of Gallerists. She has worked on Art Taipei and several regional art fairs to
access current markets, resources and sales comparison opportunities during her time at TAGA.

She is also a guest lecturer at institutions and conferences.

In 2010, she became the Head of Industrial Environment & Trends Group of Taipei Art
Economy Research Centre - an affiliate of TAGA, conducting trend research and data analysis
commissioned by the government, such as Comparative Analysis of Visual Art Industries
in Taiwan(2011), Report: Mapping Global Art Fairs(2012), Tax Policy in Taiwan(2013), The
Evaluation of the Impact of Art Economy(2013), Asia-Pacific Art Market Report 2015/16(2016),
Asia-Pacific Art Market Report: Consumer Behaviour Analysis 2015/16(2016), Asia-Pacific Art
Market Report: E-commerce Consumer Behaviour Survey 2015/16(2016), and Asian Main Line:
A focus on the Major Economic Axis of Chinese Art(2016).

In 2016, she was appointed Executive Director, responsible for the field of art appraisals.
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Panelist

Eliza LI

® Education
Master of Accounting , George Washington University, USA

Bachelor of Accounting, National Taiwan University, Taiwan

@® Professional Experience

PwC -Partner of Sustainability /Capital Market and Accounting Advisory Services

Have been providing many listed companies the CSR consulting and assurance services.

GRI organization - GRI G4 Translations Peer Review Committee (Traditional Chinese)

GRI organization - GRI G4 Translations Peer Review Committee, Food Processing Sector
Disclosures (Traditional Chinese)

PricewaterhouseCoopers -IFRS Consulting Specialist

Taiwan, USA and China Certified Public Accountant

@ Expertise

Corporate Social Responsibility (CSR) Report consulting and assurance
Carbon Disclosure Project (CDP) consulting

Conflict Mineral Disclosure consulting

USA Sarbanes-Oxley (SOX) 404 projects

IFRS conversion projects

IPO projects
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Panelist

Shun-Kit WONG

Lives and works in Beijing, Shanghai

and Hong Kong.

During his career, he used to take the role
as general director of the Powerlong Museum,
director of the Shanghai Himalayas Museum,
dean and professor at the International School
of Communication Design of Beijing Normal
University Zhuhai Campus; chairman of
Visual Arts Committee of Hong Kong Arts

Development Council.

He is the recipient of Asian Cultural
Council Fellowship, Artist of the Year Award
Hong Kong in 1997, International Fellowship
in the Visual Arts awarded by the United
States of Information Agency and Mid-
America Arts Alliance, and the Hong Kong
Urban Council Fine Arts Award in 1988.

Major exhibitions and events he curated
and co-curated included: “Humanistic
Nature and Society (Shan-Shui)-An Insight
into the Future ” (a collateral event of the 56th
Venice Biennale, 2015), “Oh, My Homeland ”
(Himalayas Museum Pavilion at the Marrakech
Biennale, 2014), and the Hong Kong Pavilion
at the 54th Venice Biennale (2011).

He was a member of the High-Level Cultural
Delegation organized by the China’s Ministry of
Culture and the British Council in 2015, deputy
convener of the Hong Kong Pavilion at the 49th and
50th Venice Biennale (2001, 2003) and jury member
of the 10th Gwangju Biennale.

He is invited to give lectures and talks
at numerous institutes and universities all over the
world including the Chosun University (Korea, 2016)
and the Tokyo University of the Arts (Japan, 2014).
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Panelist

Ryuta NAKAJIMA

Director, Sompo Japan Nipponkoa Fine Art Foundation

Director, Sompo Japan Nipponkoa Museum of Art

® Education
Bachelor of Laws, Keio University, Tokyo, 1980

® Experience
1980/4 : Joined Yasuda Fire and Marine Insurance

(Current Sompo Japan Nipponkoa Insurance Inc.)
2002/4-2005/4: General Manager, Hiroshima Automobile Business Production Department
2005/4-2005/7: General Manager, Financial Business Planning & Promotion Department
2005/7-2009/7: General Manager, 1st. Production & Marketing Department
2009/7-2011/6: Executive Officer, General Manager, Nagano Branch
2011/6-2015/4: Managing Executive Officer
2015/4-2015/6: Advisor
2015/6-Present: Director, Sompo Japan Nipponkoa Fine Art Foundation

Director, Sompo Japan Nipponkoa Museum of Art
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Art Appraisal and its application

in art insurance

Khadinn KHAN | Claims Specialist and Risk Surveyor, AXA ART Asia Limited

There are many business and personal
activities that prompt the owners of art
collections to require professional appraisal
of their property. In East Asia, the most
common reasons are for obtaining insurance
coverage or needing values of their assets for
various types of accounting purposes, such
as planning for estate and divorce division.
Other reasons include seeking loan against
their art, making non-cash charitable
donation, or purely wanting to know the
values of their artworks- perhaps they are
considering a possible sale and wish to make

an informed decision.

® What is art appraisal?

In simple term, an appraisal is an
opinion of value or cost. In order to make
an appraisal valid, the person performing

such valuation must possess the relevant

education and experience in the subject
matter of the appraised item. The appraiser
must be able to demonstrate the opinion
based on an informed judgment, supported
by facts, and the appraisal conclusions
are arrived at through systematic and
thorough analysis. In Black’s Law
Dictionary, an appraisal is define as " a
valuation or an estimation of value of
property by disinterested persons of suitable
qualifications. " It further states that it is
" the process of ascertaining a value of an
asset or liability that involves expert opinion
rather than explicit market transactions. ”

A good art appraisal report must therefore
contains extensive analysis, supporting
documentation, and logical or compulsive
argument that makes the values proposed

sound and solid.
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Art appraisal is in particular a very
research-intensive process. A professional
art appraiser must have knowledge of the art
pieces they are dealing with as well as the art
market and its various sectors. The appraiser
must also have a network of experts they
can call upon for advice on subjects they are

unfamiliar with.

To understand how art appraisal is
important to art insurance, one must first
have understanding of what art insurance is,
its different types of policies as well as the

basis of values that they cover the clients on.

® What is art insurance?

Fine art policies insure the policyholders
against physical loss of or damage to their art
collection from fire, water, theft and accidental
damage on the premises, in transit, and at
temporary locations. Depreciation is also part
of the coverage where this occurs as a direct

result of damage insured.

Art insurance is a critical part of

collection management. A collector may take
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all necessary precautions to mitigate risks that
may harm their art collection, but insurance
is a safety net, at least in terms of dollar
remuneration, to protect the policyholder from
losses in the case of unforeseeable events occur.
An insurance policy would allow the owner or
custodian of fine art items to transfer the risk

and liability to the insurance company.

A mass market insurance product such as
a general household / office policy usually
cover valuable items such as art objects
up to a very low limit only, for example
USD5,000. To give consideration for any
item above that limit, insurance companies
commonly have strict requirements such as the
presence of purchase receipts, and usually do
not have any flexibility to approve coverage at a
value different from the amount shown on the
document. Insurance companies may also elect
not to cover any item above that limit since it

is not their business “ appetite ”

Specialist fine art insurance policies
distinguish themselves from mass-market

general insurance policies by the following



key features:

o Provide all- risks, worldwide cover - a very
broad cover that specifies any risk that
the contract does not specifically omit is
automatically covered. The coverage is
extended to anywhere in the world including
during transits, on loan to museums or
consigns to dealers or auction houses

o Can cover an artwork or a collection up to
an extremely high limit to accommodate
the high values of artworks - based on
what the industry calls Agreed Value -
which is a value up to any amount as long
as it is agreed between the policyholder
and the insurance company.

« Pay for restoration costs as well as any
loss in value following a covered damage.
Other insurance products usually only pay
for restoration and not the depreciation as
a result of the damage.

o A specialist fine art insurance company
also have an international network of art
advisers, fine art logistics companies,
curators, lawyers, loss adjusters, conservators

to recommend to clients when needed, as

well as in-house expertise to handle art-

related underwriting and claims issues.

Typically for a fine art policy, all
insured artworks are itemized on the
Schedule along with their Agreed Values.
It can also provide a blanket cover for
miscellaneous items with an article limit of
around USD25,000, which only an estimated
total sum is required as the limit of coverage

for this section.

Below is a table that lists common
types of fine art policies. They are
designed to accommodate the needs of
different types of collectors, dealers and
institutions in the industry who have
artworks under their ownership or care
and custody. The main coverage features
such as the ones listed above is similar,
but there are specifics on each policy that
vary in order to cater to the interests of
the policyholders. The table further shows
the common basis of value for each type

of policy:
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Type of Policy Common Basis of Value

Private Collectors

Art Galleries / Dealers

Museums

Exhibitions & Transits

Agreed Value

Agreed Value

Acquisition Cost
Consignment Value

A percentage of Selling Price
Sold Price

Reserve
Midpoint between the higher and lower estimate
Hammer Price (With or without commission)

Agreed Value (i.e.on loan from collector)
Consignment Value (i.e on loan from artist/gallery )

A principle of insurance is that it should
only give protection against losses and not
for making profit. Therefore, for example
a commercial art gallery is not permitted
to insure at full selling prices but only at
consignment values, at most with other relevant

expenses such as shipping, framing costs for
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getting the artworks ready for exhibition. To
that extent, fine art insurance companies have
designed products that adequately cover the
rightful values of the artworks under the hands
of their current owner or custodian that could
adapt to the changes of values in the life of an

artwork in the marketplace.



Below is a diagram that gives an example of how the value/price/cost of a painting can

change through its relation to its current owner/ custodian through common market practices

such as consignments, loan arrangements and transactions:

Consignment Value

An Artist create
a painting

Painting
purchased

Hammer Price Auction Reserve

In order to respond to such scenario and
eliminate miscellaneous administrative work
for both the clients and the insurance company,

for instance a primary, contemporary art

Artist place
the painting
with a Gallery
for sale

Painting
consign to
an Auction

House for sale

Selling Price Purchase Cost

Painting
purchased
by a Collector

Collector loan
painting to
a Museum

for exhibition

Loan /Insurance Value

gallery’s insurance policy could have a clause
written on it that states the insurance value
of each consignment is the gallery’s liability

to the artist as remarked on their agreement.
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If the consignment value is based on a split
between the artist and the gallery when an
artwork is sold, then the insurance value could
be the percentage (%) of the artist’s share as
remarked on the agreement. If the artwork
is sold to a client, the insurance value will
automatically updated to the sold price listed
on the sales invoice, so as to protect the value

of the share belongs to the gallery.

® How does art appraiser determine
value / estimate cost?

But what about establishing insurance
values for other policies, namely those insure
at Agreed Values? For this arrangement
it should be easy to see why both parties
would crave professional opinion from an
impartial, competent third party to provide
proper valuation of the items to be insured to

safeguard their interests.
As far as forming an opinion of value,
there are primarily three main approaches for

measuring the value of personal property:

1.The Cost Approach: This approach compares
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the item being appraised with the cost to
replace it, most likely through production,
reproduction, or purchase.
Replacement cost is further divided into
Replacement Cost (New) or Replacement
Cost (Used). Replacement Cost (New)
is the cost necessary to replace an item
with a new item of like kind, quality, and
utility. Replacement Cost (Used) is the cost
necessary to replace an equivalent item
having similar appearance, quality, condition,
age, authorship and utility.
For some items that are not possible to
“reproduce” certain value characteristics
as antiquity or provenance, Replacement
Cost (Used) should be considered and the
appraiser can explore examples of the retail
replacement market for items of that age
having similar physical and intangible value
characteristics. It is commonly applies to fine
art, antiques and collectibles.

2.The Sales Comparison Approach: This
approach involves analysis of similar sold
artworks in order to derive an indication
of the most probable value of the property
being appraised.



It is the appraiser’s professional duty to

identify similar, if not exact duplicate,

properties that have sold within the defined

marketplace, then make adjustments in value

for the differences that exist. It is sometime

used for insurance if Cost Approach fails to

yield results.

3.The Income Approach: This approach

factors in the income that a property garners.

This approach might be used, for example, in

the appraisal of a damaged item that had been

chiefly used for the creation of derivative

works. This approach is not commonly used

Intended Use Appraisal Objective Approach Used

Donation / Estate /
Reference for
possible sale

Insurance Coverage

Determine Fair
Market Value

Estimate Cost

in art appraisal, but an example is the value

of an original matrix that an artist may use to

create duplicate prints. It requires a discovery

of the anticipated income from the asset.

As mentioned, value of an artwork

depend upon numerous factors of context.

For art appraisal, the purpose of the appraisal

determines the type of value being used. Below

is a table that shows the typical relationship

between the intended use, objective, approach

to use in order to achieve the result-

Sales Comparison

Fair Market Values

Replacement Costs
New and/or Used

More than one approach can be chosen for an assignment, depending on circumstances.

Once the intended use, objective and approach to use of an assignment is determined, the

appraiser must next identify the appropriate value level, then select the appropriate marketplace from

which the necessary value can be obtained.

Appraisals & Science of Art Asset Management

121



The most common types of values in an

art appraisal are:

Replacement Cost is the amount of
money one might be expected to pay to
replace a property that was destroyed,
stolen, or damaged. It further requires the
replacement of a property with another
having similar qualities, within a reasonable

time, and within the appropriate market.

The idea of insurance coverage is how
much it will take to make the client whole
again. In that regard, Replacement Cost should
be used and this cost should give consideration
to relevant expenses such as buyer’s premium,
taxes, shipping costs, framing costs on top of

the price to purchase the artwork.

Market Value is defined as the most
probable price that a buyer will have to pay,
and that the seller is most likely to receive,
for an item of property within the defined

marketplace at a particular point in time.

Fair Market Value is the price at which

property would change hands between a
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willing buyer and a willing seller, neither being
under any compulsion to buy or sell and both

having reasonable knowledge of relevant facts.

Fair Market Value is similar to Market
Value with the exceptions that Fair Market
Value is a hypothetical concept implying that
neither buyer nor seller has an advantage, and
in Market Value, there can be a compulsion
to buy or sell, namely it assumes that the
property will be sold and that the sale will be

consummated within a given period of time.

Fair Market Value was originally defined
by the U.S. federal government for use in
determining tax liabilities including gift tax,
estate tax, and tax deductions for noncash
charitable contributions. Under Internal
Revenue Regulation Section 1.170A-1(c)(2),
"Fair Market Value” is define as: " The price
at which property would change hands between a
willing buyer and a willing seller, neither being
under any compulsion to buy or sell and both

having reasonable knowledge of relevant facts . ”

Their Treasury Regulation § 20.2031-

1(b) for estate tax purposes also defines Fair



Market Value in the same way, but goes
on to provide guidance on how to select
the market for valuation purposes: "Fair
Market Value is not to be determined by a forced
sale ... nor is the Fair Market Value of an item of
property to be determined by the sale price of the
item in a market other than that in which such
an item is most commonly sold to the public ...
taking into consideration the location of the item

wherever appropriate.”

Salvage value is also a type of market
value and is the amount that could most
probably be obtained by dividing the property
into its component parts and selling them
separately particularly 'where is' and 'as
is'. This would be the most desired way to
dispose of damaged or broken property
that no longer has value as a whole or in its
original form i.e. sculptures, installation

work or scrap metal/ woods from furniture.

Other types of market value include
Liquidation Value, Marketable Cash Value,
Actual Cash Value, Net Value, Value in Use and
Value in Place which will not be discussed in

this presentation.

@ Application of art appraisal in art insurance

After having both an understanding on art
appraisal and art insurance principles, we can
now look at how art appraisal is able to facilitate

art insurance through the following aspects:

To have the correct amount of
insurance coverage

The policyholder can have the comfort
of knowing the exact amount on each piece
is insured for if the unthinkable occur. If the
policyholder underinsure they may not receive
the adequate compensation at loss or damage
of the item(s).

To provide proof to the insurance company
that the property exists

One essential requirement to provide
coverage is to ascertain the insured items exist
and the policyholder has insurable interest
to them. Insurance company receive several
submissions each day and they may not be
able to perform site visit for each submission.
An appraisal report can serve as proof that the
items exist and at the location on the date of

the inspection, as well as demonstrate to the
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insurance company that the client keeps good
inventory record of their collection, which can

help to bring their insurance premium down.

To provide proof of the property’s pre-
damage condition in case of a claim
Naturally, an insurance policy would
not cover any damage that exists before it
comes into effect and at partial damage, it
should only respond to the damages relate
to that incident. The appraisal report would
record the conditions of the artworks and
avoid any dispute between the policyholder
and the insurance company by having such

pre-loss record.

A detailed inventory with description and
values to facilitate claims

With an itemized list lodged with
the insurance company at inception, the
company can quickly identify the damaged
item and the value it is insured for, then
perform adjustments to proceed toward
settlement. It can significantly reduce
time on the claim process and for the

policyholder to receive payment.
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For insurance company to estimate risk
and exposure

The insurance company can calculate
the risk and exposure, based on the total
sum insured accumulated at a location,
or a single high-value risk, in order
to customize the most suitable policy
coverage and loss prevention advice to suit
the client’s needs, as well as determine
whether the security measures in place is

sufficient.

An appraisal report with detailed description can
help all parties to monitor change in value

Fine art policies are generally renew
on an annual basis. A detailed report with
photos and descriptions is helpful for both
policyholder and the insurance company to
review and consider whether a new appraisal is
needed. Ideally, the values should be reviewed
every three to five years as values can rise or
fall markedly depending on market conditions

within such period.

Generally, for high value items the
insurance company would ask for proof of
value such as purchase invoice or receipt to

ascertain the value, ownership and provenance



before agreeing to provide coverage. A
professional appraisal report by a reliable
appraiser is widely accepted to replace such
documentation, it will in particular provide
support for any change of value since the date

of purchase.

® Damage claims or losses

Another key function of art appraisal is to
determine any or how much is the loss in value
at damage claims. There are different types of
settlement proposals, depending on the policy
terms, circumstances and extent of damage.

The most common are:

« Restore the work to its pre-damage condition

o If there is any loss in value after the
restoration, the insurance company would
pay for the depreciation, together with
restoration costs

» Replace the work- for editioned work such as
print or sculpture, it is possible that the client
would accept a replacement

o Reproduce the work - in some occasion,
the original artist/ foundry may agree to
reproduce an artwork

o Cashing out the property- if the property

cannot be successfully repaired or replace,

the insurance company will pay the
Agreed Value (if listed on the Policy).
The salvage and title will then transfer to

the insurance company.

Typically the insurance company would
appoint a loss adjuster at claims to handle
and investigate the claim in an impartial
manner. The loss adjuster appointed may not
necessarily process the knowledge to accurately
value an artwork or the network to find an
appropriate replacement or restorer. Therefore,
an art appraiser may further be hired to assist
in this part of the claim to determine the value

of the loss in result from the damage or loss.

Insurance company generally would ask
for loss in value to be provided in percentage
(%), in order to calculate it against the Agreed

Value on the Policy.

For any claim on loss in value, such
cannot be determined until restoration has
been completed, since the quality of restoration
is an important factor in considering such

diminution, if any.

If the artwork is deemed to be a total loss,
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Salvage Value can be determined while the

property remains in its damaged condition.

At times the art appraiser could be asked
to provide the following in order to facilitate

settlement discussion:

o Market value of the item prior to damage

o Market value of the item in its damaged condition

« The object’s new market value, once repairs
are completed

« Estimate costs for repairs

« Estimate replacement cost

o Estimate cost to reproduce the damaged items

 Before restoration, provide an opinion of any

anticipated loss-in-value post- restoration

All parties- policyholder, loss adjuster,
insurance company rely on the appraiser to
provide accurate and unbiased documentation

of the values to process the claim.

There are a few ways for an art appraiser
to perform a loss in value appraisal, by
comparing the damaged item to items of

similar conditions sold in the marketplace.
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They can obtain such information through

« Consulting specialists / dealers / auctioneers
specialized in the subject field

» Comparing auction house condition reports

In loss in value discussion, usually the
results are shared between the two parties and
some sort of negotiation would take place to
agree on the numbers. There are circumstances
when the policyholder and insurance company
or their respective representatives do not agree
with the opinion of value given by the other
side. In view of that, most policies have an

Appraisal Clause written as a policy condition:

@® APPRAISAL Clause

If we (the Insurance Company) and you (the
Policyholder) disagree on the value of the property

”

or the amount of “ loss ”, either may make written
demand for an appraisal of the ” loss ”. In this
event, each party will select a competent and
impartial appraiser. The two appraisers will select
an umpire. If they cannot agree, either may request
that selection be made by a judge of a court having
jurisdiction. The appraisers will state separately
the value of the property and amount of ” loss ”. If

they fail to agree, they will submit their difference



to the umpire. A decision agreed to by any two will
be binding. Each party will:

1.Pay its chosen appraiser; and
2.Bear the other expenses of the appraisal and

umpire equally.

® Workflow of an art appraisal

As stated in the beginning, an art appraisal
usually begins with the client having a need
and approach an appraiser. It is advisable to
appoint an art appraiser who is a member
of recognized institutions and professional
bodies. In the U.S.A. the three major non-
profit international appraiser organizations
are International Society of Appraisers (ISA),
The American Society of Appraisers (ASA)
and Appraisers Association of America
(AAA). In the UK, Royal Institution of
Chartered Surveyors (RICS) is an independent
professional body established by Royal Charter.
Such professional bodies hold their members
to a high professional and ethical standards
and any member fail to adhere to their codes

will subject to disciplinary actions.

Another way to ensure the quality of the

appraisal report is to ensure it is prepared in
accordance to standards such as The Uniform
Standards of Professional Appraisal Practice
(USPAP). USPAP is issued by the Appraisal
Foundation in the U.S.A. as an authoritative
and voluminous document covering
methodology for all types of appraising.
USPAP provides a standard of professional
conduct for all appraisers. The standards
also give users of appraisals a benchmark
of professionalism with which to gauge the

performance of the appraiser.

The appraiser would begin by obtaining
from the client how the appraisal is to be used
(Intended Use) and what information the
appraiser needs to provide (Objective). These
two important factors determine the direction
of the report, the basis for the appraiser to
plan the “ Scope of work ” and decide the
choice of markets as well as values to explore.
The appraiser can also assess the amount and
type of information to be researched and the
analysis applied to the assignment, so as to
estimate the necessary steps to provide an

appropriate and accurate opinion.
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The next step is to arrange for a physical
inspection. The appraiser should always
inspect the items to be appraised in person.
Without physical inspection, it could be a
limiting condition and has to be disclosed in
the report. Insurance appraisal in particular
needs to prove that the property as described
actually existed and carry information on

their conditions.

Any professional appraiser should be able
to properly “ identify ” property and although
not necessarily be able to “authenticate ”
property. Identification is the scientific
determination of quantitative elements such
as dimensions, materials, form, weight,
condition etc. Authentication is the scholarly
determination of qualitative opinions to
attest that something is genuine. It rarely is
definitive but rather is a matter of informed

and reasoned opinion.

The inspection is mainly for the appraiser
to gather pertinent information for use in the
research and report processes. Commonly the

appraiser would take photos, get measurements
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of each object to be appraised, make notes -
to properly inspect an artwork, they would
handle the piece and it is common that they
have to unhook a painting from the wall to
see the back of a painting, or open up the
frame to see the back of a work on paper or a
print. They would also use black light to check
the condition of an artwork for any mark of

previous restoration.

After the appraiser identify the objects
to appraise, the next step is to consider the
approach to use to determine their values,
based on the intended use and objective, then

conduct research and prepare the report.

The final report should be written in an
orderly and logical manner. A typical report
should include a cover section, a body, and
an addendum. In general, the cover section
is the cogent “ who, what, where, when,
why and how ” of the appraisal assignment.
It should identify the appraisal specific
details. The body is item specific with clear
delineation, description of the individual

items to be appraised as well as the final value



conclusion. The appraiser should demonstrate
here the analysis of how such conclusion was
achieved - generally there should be at least
three good comparables for each high value
item with justified reasoning. The addendum
should include the appraiser’s qualifications
and supplementary materials related to the

appraisal such as glossary and artist biography.

For an art appraisal that is prepared for
insurance purpose, it is important to note that
although in many countries an appraisal is
not highly regulated, the policy is a legal
binding document so it is vital that the
art appraiser have proper qualifications to

prepare the report.

® Conclusion

As one can imagine, the most common
enquiry for an art insurance company to
receive is that many collectors would call up
and say they have inherited a collection of
artworks, or purchased items several years
ago that they do not know the current values
but would like to arrange insurance coverage.

Our common practice is to refer them to an

appropriate art appraiser and once they can
provide a professional appraisal report, we will

use it as the basis to arrange insurance.

The biggest challenge in this region of the
world is that there is an insufficient number
of qualified art appraisers available to the
market, despite the growth of the art market
and the large amount of valuable artworks
exchange hands, accumulated in collectors’
homes and fine art storages. I hope through
this presentation I have demonstrated art
appraisal demands specialized skills and
knowledge and is guided by high professional

and ethical standards.

In Asia, it is still more common for the
owners of art collections to approach outside
parties such as art dealers or auction houses for
a valuation. In most circumstances, dealers are
uninterested to provide a report as detailed as a
formal appraisal report as defined thus lack the
transparency in how they arrive at the values
proposed. Auction houses are another de facto
business people turn to for opinion of values.

The problem is generally auction houses are
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more motived to get consignments thus have
business interest in the items to be appraised.
At the same time, they are more inclined to
serve existing or potential clients than the
regular collectors who may have interest to

know the values but no interest in selling.

For art insurance companies, the challenge
is that the concept of buying insurance for
artworks is still a relatively foreign concept
unlike in the developed art markets in the

West. The majority of art collectors, business

owners would elect to “ self-insure ” , which
means not buying insurance. Art insurance
companies therefore spend a lot of effort in
promotion through education programmes,
informing the industry the essential of art
insurance as a core part of good collection
management and for transfer of unforeseeable
risks. Having a specialist art insurance policy
also give them access to the art insurance
company’s vast international network of
experts, as well as receiving tailor-made advice

on loss prevention for their art collections.
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The Chinese Art Authentication:

Novel Laser Analytical Technology plus
Artificial Intelligence Data Analysis

Dr. Bruno Yue CAI | President, Spectro Technology Limited

To reveal the artwork authenticity,
numerous technologies have already been

applied. However, two problems are raised:

1.The knowledge of using the technologies to

authenticate the artwork needs years of the
training and it is not easy to be accessed.

2. The accuracy of scientific authentication has

some space to be improved.

One solution will be introduced for enhancing
the accuracy of scientific authentication. Two steps
are very important. First of all, suitable technology
needs to be selected to extract the chemical
information from the artworks effectively and
nondestructively. In our case, one novel laser
technology has been invented and applied on the
artwork for authentication purpose. Traditional

technologies are either too destructive or not

sensitive enough. This novel laser technology fills
the void. It doesn’ t leave any visible mark on
the artwork meanwhile it is ultra sensitive (the
sensitivity can be down to ppb and atto-mol level).
Second, the artificial intelligence must be applied
for data analysis. One of the methods we are using
is called the cluster analysis. It is used to calculate

the similarity of authenticity.

Combining both of the upper methods,
several authentication applications will be shown.
It includes Chinese porcelains authentication,
Chinese painting pigment analysis, stained
glass authenticity. It demonstrates the feasibility
and universality of this solution for artwork
authentication. The purpose of this research and
development is for the future commercial service
for private collectors, antique dealers, museums

and auction houses.
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Panelist

Khadinn KHAN

Khadinn KHAN is the Claims Specialist,
Art Expert & Risk Surveyor for AXA ART in
Asia. His responsibilities include managing fine
art and high value household claims, reviewing
and approving artwork valuations as well as
performing risk surveys at private residences,
art galleries, exhibitions, museums and storage

facilities across Asia.

Khadinn is an Accredited Member of the
International Society of Appraisers. He had

given talks on art collection management, loss

prevention and risk mitigation through
claims case studies for Sotheby’s Institute
of Art, Fine Art Asia, Dutch Days in Hong
Kong, and to several commercial and
government groups in Hong Kong, China

and Singapore.

Before joining AXA ART, Khadinn served
as Gallery Manager and later as Director of
Operations at Plum Blossoms Gallery. He is a
graduate of University of Hong Kong and holds a

degree in Art History and European Studies.
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Panelist

Bruno Yue CAI

Dr. Bruno Yue CAI is the co-founder
and CEO of Spectro Technology Limited.
He is the pioneer of using novel laser
technology combined with the artificial
intelligence for commercial artwork

authentication.

Dr. Cai was born in Chengdu, People’s
Republic of China, in 1987. He obtained the
Bachelor of Science in Southwest University
of Science and Technology in PROC in 2009.
After that, Dr. Cai went to Hong Kong to
pursue the PhD in Physics. During the PhD
student period, Dr. Bruno Yue Cai found the

tremendous interest in arts. Surprised by
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the auction results at art market, he became
interested in scientific artwork authentication
and he found that the amount of scientific

companies working on this subject is limited.

Dr. Cai’s expertise is using laser
technology for chemical analysis with ultra-
sensitivity and invisible damage. After
obtaining the PhD, Dr. Cai performed a
research related to the chemical analysis of
materials using laser technology during the
postdoctoral fellowship at the Hong Hong
Baptist University. He was also a visiting
scientist at the Lawrence Berkeley National

Laboratory in United States of America.



During his research career, he realised
that his research results can help in the
authentication of artworks with invisible

damage.

Combining his personal interests
and his expertise, Dr. Cai decided to
commercialise his research. Spectro
Technology Limited is the first company
in the world to combine the laser-based

analytical technique with artificial intelligence

for authentication purpose. Currently, the
company is working with the French National
Artwork Laboratory of the Louvre Museum,
C2RME

Dr. Cai currently holds one US patent
and he has over than 10 publications in
international journals and conference
proceedings. Dr. Cai received his PhD
in Physics from Hong Kong Baptist
University in 2013.
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