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AML/CFT Certification Course

( Overview

The Institute’s AML/CFT Certification Course is designed to enhance your career prospects. This
exceptional programme equips you with generalised AML/CFT compliance knowledge from
regulators and industry practitioners. Additionally, leading Trust and Company Service Providers
(“TCSPs”) offer speciﬁcﬁ!_'_CSP insights. The course consists of 6 pre-recorded sessions with 18
modules (17 hours in tbﬁ‘}_.‘«?l) targeted to be complementary to industry and TCSP sectoral needs.

An exclusive offer is made to TCSPLI{:Iensees
i J
.E E::. i Wi |
Topics Covered st R
- 4 1T []
Ly L1y

) TCSP ctorl )nboardi o= Trusts
R;gul tl_ : - ' Joss ik % Due Diligence

Enquiries | i 7 s
For enquiries, pleas ! fes : menﬁ*hin Ilchhg Kong
by phone (852) ﬁSl 6177 or email cj .cln i

i : li 1|,

- -

—rpr—

- AFed
M

Register Now!
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An accelerated route to become a Chartered Secretary
and Chartered Governance Professional

Qualified lawyers Completion of two Become a
or accountants with CGQP modules:

5+ years of relevant Corporate CGI & HKCGI

post-qualifying Governance and Risk member
experience Management

Eligibility:
e Qualified lawyer or accountant of a recognised professional body;

e Have maintained professional status for at least five years;

e Gained 5+ years of experience relevant to the role of a Chartered Secretary and/or

Chartered Governance Professional
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Good governance comes with membership
About The Hong Kong Chartered Governance Institute

The Hong Kong Chartered Governance Institute

(HKCGI, the Institute) is an independent

professional body dedicated to the promotion of its members’ role in the formulation and
effective implementation of good governance policies, as well as the development of the
profession of the Chartered Secretary and Chartered Governance Professional in Hong Kong

and the mainland of China (the Mainland).

The Institute was first established in 1949 as an association of Hong Kong members of The
Chartered Governance Institute (CGI). In 1994 the Institute became CGI’s Hong Kong Division
and, since 2005, has been CGl’s Hong Kong/China Division.

The Institute is a founder member of Corporate Secretaries International Association Ltd (CSIA),
which was established in March 2010 in Geneva, Switzerland. Relocated to Hong Kong in

2017, where it operates as a company limited by

guarantee, CSIA aims to give a global voice to

corporate secretaries and governance professionals.

HKCGI has over 6,800 members, more than 300
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Membership and studentship statistics update
As of 31 January 2024, the statistics were as follows:
Students: 2,414 Graduates: 372 Associates: 6,378 Fellows: 871
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CGj President’s Message

his year, as many readers of this
journal will know, is a double
anniversary for our Institute. It is 75
years since the first association of
Chartered Secretaries was established
in Hong Kong and 30 years since
the incorporation of The Hong Kong
Institute of Chartered Secretaries,
our precursor body.

On 31 January this year, our Institute
gathered together friends, partners
and members to celebrate this
anniversary and | would like to thank
everyone who joined us for this event.
One of the key themes to emerge over
the course of the evening was that

the Institute does not, and should not,
work alone. Good governance cannot
be the creation of a single institution

- it requires input and hard work from
diverse parties. It was fitting that

our Anniversary Celebration enabled
us to acknowledge and thank all of

our partners in governance - those
individuals and organisations who have
contributed their time and expertise to
take forward the Institute’s work.

The evening was not only about
celebrating our past, however.

Two Fellows of the Institute - The
Honourable Paul Chan Mo-po, GBM
GBS MH JP, Financial Secretary

of the HKSAR Government, our
Guest of Honour at the event, and
Dr Anthony Neoh QC SC JP FCG

March 2024

Governance -

endeavour

HKFCG, recipient of the HKCGI Prize
2023 - gave motivational speeches
that not only celebrated our common
history, but also launched a discussion
of the key themes our profession
needs to address in the emerging
business environment.

Very much in that spirit, | would like
to focus my message this month on
the challenges that lie ahead of us.
Our Institute has a forward focus

and a core part of this is the annual
strategy meeting of Council held
every year around this time. On 24
February, Council members, senior
Secretariat executives and | met up

to assess the big picture affecting our
work and one issue that we addressed
is the current drop in student
numbers, which is an issue that is now
affecting several professions.

At the meeting, we considered the
possible causes of this drop and,

of course, the potential solutions

- the future of our Institute clearly
depends on our ability to attract
students to the profession. In turn, this
ultimately rests on the demand in the
marketplace for qualified governance
professionals, as well as demands for
specialists in sustainability and other
compliance topics, and our ability to
create appropriate pathways to remain
competitive. Market demand may
fluctuate of course, but the recognition
of the value that good governance and
other specialist expertise brings to
organisations of all kinds is a constant.

a collective

In this sense, the long-term
prospects for our Institute and
profession are as solid as ever. Our
Institute is the premier qualifying
body for Chartered Secretaries and
Chartered Governance Professionals
in this region, and we aim to be the
best-in-class governance educator
and the Institute of choice for all
governance professionals.

As readers of this journal will know
well, we also aim to be a leading
voice in governance and our research
work is a critical part of that. This
edition of CGj reviews our latest
research report - A Comparative
Study on ESG Scores across Rating
Agencies: Cases in Hong Kong -
produced in collaboration with Hong
Kong Metropolitan University. The
report looks at the way ESG ratings
providers operate in Hong Kong and
the implications for companies in
terms of how to adapt and improve
their ESG disclosures.

| would like to thank everyone who
contributed to this report, which can
be found in the Thought Leadership
section of the Institute’s website:
www.hkcgi.org.hk. Institute Council
member Professor Alan Au Kai-ming
FCG HKFCG, along with Dr Xiao
Shanyun, Professor Xie Nina, Liang
Luojia, Ye Yulian and Liu Qingyu of
Hong Kong Metropolitan University,
authored the report, while Institute
Deputy Chief Executive Mohan
Datwani FCG HKFCG(PE) was



contributing editor. | would also like
to thank the Institute’s Technical
Consultation Panel members for their
input and support of the project.

The report, together with our
educational, training and advocacy
work, is testament to the impact

we can have in the rapidly

evolving business environment.

Our Institute is fully committed to
building the expertise needed in a
marketplace where regulatory and
risk management frameworks are
becoming increasingly complex, and
where strategic decision-making and

CGj President’s Message

ethical conduct are key factors in
organisational success.
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CGj cover Story

For its latest research report, the Institute teamed up with Hong Kong Metropolitan
University to look at the way ESG ratings providers operate in Hong Kong. CG;j highlights
the findings of the report with a focus on the implications for corporates, investors and

wider stakeholders.

n theory, environmental, social and
Igovernance (ESG) ratings should

be a valuable source of information

on companies’' ESG track records.

They are certainly extensively used

by investors, companies and other
stakeholders to evaluate and compare
the key ESG practices of different
organisations. But there has been an
increasing acknowledgement around
the world that ESG ratings need to
come with several important caveats.
In particular, the lack of standardisation
and consistency of methodologies
used by the providers of ESG ratings to
gather and assess ESG data can result
in a confusing picture of companies’
performance in these key areas.

A new research report, published by
the Institute and the Lee Shau Kee
School of Business and Administration
of Hong Kong Metropolitan
University, sheds more light on the
way ESG ratings providers operate
here in Hong Kong. The report - A
Comparative Study on ESG Scores
across Rating Agencies: Cases in
Hong Kong (the Report) - published
in November 2023, is based on a
survey that examined the overall
ESG performance of 689 sample
companies. From those samples, it
looked in detail at seven companies
that received ESG evaluations from
eight ratings providers to derive
comparisons and insights.

The survey set out to assess why
different ESG ratings providers give

different evaluations of the same
company. In fact, no two ESG rating
agencies produced the same results
for the companies included in the
study, and the Report emphasises
that this has important implications
for corporates, investors and wider
stakeholders.

The need for baseline standards

The risks following on from the lack
of standardisation among ESG ratings
providers have been on the radar in
Hong Kong for some time. In mid-
2022, for example, the Securities and
Futures Commission (SFC) started
assessing the business models of ESG
service providers and the market
practice of local licensed asset
managers in engaging with those

ESG service providers. In 2023, the
SFC carried out a survey looking at
ESG scoring and screening service
providers, and more broadly at the

Highlights

data products offered by a wide
variety of different providers.

The ‘Report on the fact-finding
exercises on ESG ratings and

data products providers’ (the SFC
Report), published in October 2023,
highlighted many of the issues that
have been prompting jurisdictions
internationally to consider regulation
or voluntary codes for ESG ratings
providers. The SFC Report found
huge differences in the proprietary
methodologies, the sources of raw
data and the pricing frameworks used
by these providers. It flagged up three
key challenges to be addressed:

1. theinsufficient data, or poor
quality of data (particularly on
private companies and emerging
markets)

2. the lack of transparency, and

e the Institute’s latest research report provides insights into the way ESG
ratings providers operate and the implications for companies in terms of
how to adapt and improve their ESG disclosures

e thereport found that ESG ratings providers frequently place a great
deal of weight on data that businesses themselves disclose - meaning
that companies have an added incentive to ensure good transparency

about their ESG practices

e governance professionals need to understand how ratings providers
operate and should consider facilitating interaction with these providers

on their ESG practices

March 2024
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3. the need for better conflicts of
interest management among ESG
ratings providers in Hong Kong.

Regarding the first issue, the
introduction of the International
Sustainability Standards Board (ISSB)
sustainability-related corporate
disclosure standards, which establish
a global baseline for sustainability-
related information, should bring
more consistency to the ESG data
issued by companies themselves.
Regarding the second and third
issues above, the SFC Report
recognised the need for some
baseline standards for ESG service
providers in Hong Kong to tackle
these concerns.

Key findings of the Institute’s report
The Institute’s latest research report
makes the point at the outset that
ESG ratings can play a positive role

in encouraging more sustainable
practices. Where the data provided

is reliable, ESG ratings can help
stakeholders assess companies’ ESG
track records and help investors make
informed investment decisions.

By providing a framework for assessing
ESG performance, they can also help
incentivise companies to improve

their transparency in ESG matters.
The Report points out that, while
every listed company must produce an
ESG report annually under the most
recent Listing Rules in Hong Kong,
many of the environmental and social
components are subject to the ‘comply
or explain’ principle. This means

that businesses are free to choose
whether to reveal their environmental
and social impacts, but they must
justify their choice if they decide not

March 2024

to do so. Moreover, the current ESG
reporting rules only apply to publicly
traded corporations, giving non-listed
enterprises the freedom to choose
whether or not to make their ESG
reports available to the general public.

‘Companies should give their

ESG disclosures top priority. This
prioritisation will invariably also

help businesses give importance

to ESG best practices and business
sustainability and resilience. In
appropriate cases, it might also align
with rating agencies’ preferences and
evaluation priorities to attract capital,
the Report states.

The Report also points out that ESG
ratings providers generally base

their ESG performance ratings on
publicly available information - in
other words, they place a great deal

of weight on data that businesses
themselves disclose. This suggests that
companies have an incentive to ensure
good transparency about their ESG
practices, and adds to the importance
of ensuring precision and dependability
in their disclosures. Above all,
companies should not distort such
disclosures in an attempt to obtain a
better rating.

‘Companies should be mindful not

to engage in greenwashing or green-
hushing to obtain better ESG ratings,
the Report says.

The implications for governance
professionals

As you would expect, the Institute’s
latest research report also addresses
the implications of its findings for
governance professionals. A key
message here is that governance

professionals need to be aware of
the significant differences in the way
various providers go about gathering
their primary data and presenting
their ratings.

‘It is necessary to remember that
ESG rating agencies use proprietary
methods and, in most cases, these
are not readily apparent,’ the Report
explains.

This means that it is often not easy to
determine what exactly they are basing
their ratings on. The Report points out
that none of the providers assessed in
the survey align their indicators with
Hong Kong'’s ESG Reporting Code
(Appendix 27 of the Listing Rules). The
Code is organised around a number

of key performance indicators (KPls)
covering companies’ carbon emissions,
energy consumption, employee health
and safety, diversity, board structure
and anti-corruption measures, for
example. However, even the ratings
provided by the Hang Seng Index (HSI)
are not organised around these KPlIs.

‘This means that if a Hong Kong-
listed company wants to get a higher
score/rating on its ESG evaluations,
it cannot just disclose what HKEX
requires it to, it also needs to

make some adjustments to its ESG
reporting coverage and disclose
relevant information according to
the preferences of the ESG rating
agencies,’ the Report states.

This task, however, will be made all

the more complicated by the fact that
different ratings providers focus on
different indicators. For example, the
Report notes that the Bloomberg ESG
Disclosure Score looks at some unusual



(44

there is a growing
worldwide recognition
that ESG ratings can
play a positive role in
facilitating a transition
to more sustainable
capital markets

)

indicators under the social aspect, such
as the number of employees unionised
and whether fair remuneration policies
are in place. This might explain why
Bloomberg tends to give companies
lower scores on the social aspect
compared with other ratings providers.

In addition to the need for a good
understanding of how ESG ratings
providers operate, the Report also
recommends that governance
professionals facilitate interaction with
these providers on their ESG practices.

‘The governance professionals
should seek to facilitate engagement
with rating agencies as relevant
stakeholders, where appropriate.
The caveat is that certain rating
agencies do not wish to engage with
companies, but base their ratings on
market data or other methodologies,’
the Report notes.

Is regulation needed?

There is a growing worldwide
recognition that ESG ratings can
play a positive role in facilitating
a transition to more sustainable
capital markets. Nevertheless,
to achieve this there needs to be

more transparency about their
methodologies and about how
they address any potential
conflicts of interest.

Globally, this journey has already
started. In November 2021, the
International Organization of
Securities Commissions (I0OSCO)
issued a report setting out 10
recommendations in regard to ESG
service providers. A year later, in
November 2022, IOSCO also called
on financial markets voluntary
standard-setting bodies and industry
associations to promote the adoption
of its recommendations amongst their
members on a voluntary basis.

The IOSCO recommendations provide
a good basis for best practice in

this area, but different jurisdictions
are choosing different routes to get
there. The EU, for example, is bringing
in regulation under which ESG ratings
providers will need to be authorised
and supervised by the European
Securities and Markets Authority,

and to comply with transparency
requirements, in particular with
regard to their methodology and
sources of information. ESG ratings
providers will also be subject to
specific measures to prevent and
manage conflicts of interest.

The UK, which already has a voluntary
code, is considering going down that
same route. Japan also has a voluntary
code in place, while both Hong Kong
and Singapore are in the process of
bringing in their own voluntary codes
to set out baseline best practices
governing the conduct of ESG service
providers based on the IOSCO
recommendations.

CGj cover Story

Hong Kong'’s Voluntary Code of
Conduct (VCoC) is being coordinated
by an industry-led working group,
namely the Hong Kong ESG Ratings
and Data Products Providers

VCoC Working Group (VCWG).

The International Capital Market
Association, a self-regulatory
organisation and trade association that
acted as one of the Secretariats of the
ESG Data and Ratings Working Group
in the UK, will serve as the Secretariat
of the VCWG.

The VCoC, once finalised, will be open
for ESG service providers to sign up
voluntarily. ESG service providers will
be encouraged to complete and publish
(for example, on their website) a self-
attestation document demonstrating
adherence to the VCoC in order to
foster greater transparency among
ESG service providers. @

The research report reviewed in this
article was authored by Institute
Council member Professor Alan

Au Kai-ming FCG HKFCG, Dr Xiao
Shanyun, Professor Xie Nina, Liang
Luojia, Ye Yulian and Liu Qingyu of
Hong Kong Metropolitan University.
Institute Deputy Chief Executive,
Mohan Datwani FCG HKFCG(PE),
was contributing editor and the
Institute would like to thank the
Institute’s Technical Consultation
Panel members for their input and
support of the project.

The report can be found in the Thought
Leadership section of the Institute’s
website: www.hkcgi.org.hk. The
‘Report on the fact-finding exercises
on ESG ratings and data products
providers’ can be found on the SFC
website: www.sfc.hk.
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Thrive by strategically
navigating EU
sustainability rules
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Dr Agnes KY Tai, Director of Great Glory Investment Corporation and Senior Advisor of
iPartners Holdings Ltd, highlights the implications for Hong Kong businesses of the latest
sustainability regulations in the European Union (EU).

n today’s globalised economy,

businesses are increasingly
interconnected across borders
and Hong Kong companies are no
exception. With a significant portion of
Hong Kong's exports going to the EU,
it is crucial for businesses to be aware
of and adapt to the EU’s evolving
regulatory landscape. In particular, the
Carbon Border Adjustment Mechanism
(CBAM), the Corporate Sustainability
Due Diligence Directive (CSDDD) and
the Corporate Sustainability Reporting
Directive (CSRD) are key regulations
that Hong Kong businesses need to
understand if they are to maintain their
competitiveness in the EU market.

Carbon Border Adjustment
Mechanism

The EU’s CBAM is a pivotal policy
aimed at ensuring that goods imported
into the EU are subject to the same
carbon pricing as goods produced
within the EU. This mechanism is
designed to prevent ‘carbon leakage’ -
the danger that EU-based companies
might move production out of the EU
to take advantage of less stringent
climate policies elsewhere, or the
danger that EU products might be
replaced by more carbon-intensive
imports from overseas. The EU also
hopes that the CBAM will encourage
global partners to adopt similar carbon
pricing measures.

While Hong Kong companies are not
directly obligated to comply with

the CBAM, their customers who
operate businesses in Europe are.

The requirement to disclose Scope

3 greenhouse gas (GHG) emissions
will drive these customers to seek
carbon footprint and GHG emissions
reduction targets and results from
Hong Kong exporters.

The CBAM was adopted on 1

October 2023 by the EU, with the

first reporting period for importers
ending on 31 January 2024, to put a
fair price on the carbon emitted during
the production of carbon-intensive
goods that are entering the EU. Sectors
that are covered in the first phase are
cement, iron and steel, aluminium,
fertilisers, electricity and hydrogen.

Corporate Sustainability Due
Diligence Directive

A proposal for the CSDDD was
adopted by the European Commission
on 23 February 2022 to ensure that
businesses uphold strict sustainability
standards throughout their value
chains both inside and outside Europe,
and to address any adverse impacts

Highlights
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proactively integrating
sustainability into
operations, including
assessing and reducing
the carbon footprint
of products, will be
essential to meet

the expectations of
European customers

)

of their operations. This includes
assessing and mitigating environmental
and social risks, such as human

rights violations and environmental
degradation. Again, while Hong Kong
companies are not directly subject to
the CSDDD, their European customers
will be required to comply. The CSDDD
is expected to encourage greater

e the EU’s evolving regulatory landscape presents both challenges and
opportunities for Hong Kong businesses

e while not directly obligated to comply, Hong Kong exporters will
face increasing pressure from their European customers to align with
sustainability standards, and to disclose carbon footprint and GHG

emissions reduction targets

e failure to meet these expectations could result in eventual exclusion
from EU supply chains and loss of business opportunities
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with a significant
portion of Hong
Kong’s exports going
to the EU, it is crucial
for businesses to be
aware of and adapt
to the EU’s evolving
regulatory landscape

)

transparency in suppliers and drive
Hong Kong businesses to align with
sustainability standards to maintain
access to the EU market.

Corporate Sustainability Reporting
Directive

In addition to the CSDDD, the

EU’s CSRD, which took effect on

5 January 2023, aims to enhance
transparency and accountability

by requiring large companies first,
and smaller ones later, to disclose
non-financial and sustainability
information in their annual reports.
This includes data on ESG factors,
providing stakeholders with a
comprehensive view of a company’s
sustainability performance.

Reporting under the CSRD is
expected to commence for fiscal
year 2024 to help investors, civil
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society organisations, consumers
and other stakeholders to evaluate
the sustainability performance of
companies as part of the European
green deal. The customers of Hong
Kong firms will be required to
comply, impacting the transparency
and sustainability reporting
expectations for their businesses.

Although most Hong Kong
companies exporting to the EU

are not directly subject to this
directive, any non-EU firm that has
the following characteristics will be
subject to this disclosure regime:

1. having listed securities (for
example stocks or bonds) on a
regulated market in the EU or

2. having annual EU revenue of
more than €150 million, and an

EU branch with net revenue of
more than €40 million, and/or

3. having an EU subsidiary that
meets two of the three criteria:
(i) more than 250 EU-based
employees, (i) a balance sheet
over €20 million, or (jii) local
revenue above €40 million.

Implications for Hong Kong
businesses

The implications of these EU
regulations for Hong Kong businesses
- listed or not - are significant. While
not directly obligated to comply, Hong
Kong exporters will face increasing
pressure from their European
customers to align with sustainability
standards, and to disclose from
carbon footprint and GHG emissions
reduction targets to labour practices.
Failure to meet these expectations



could result in eventual exclusion from
EU supply chains and loss of business
opportunities.

Strategies for success

Despite the challenges posed by the
new regulatory landscape in the EU,
there are several strategies that Hong
Kong businesses can adopt to thrive in
the EU market.

1. Board accountability. To fulfil their
fiduciary duties, board directors will
need to gain perspectives on the latest
legal and market developments, and
adapt their decisions and processes
accordingly. For example, they will
need to review their organisations’
strategy, plans, resources utilisation
and even their business models to stay
competitive. A strong and clear tone
from the top is essential to mobilise
the entire company.

2. Embrace sustainability. Proactively
integrating sustainability into
operations, including assessing and
reducing the carbon footprint of
products, will be essential to meet the
expectations of European customers.
Having a sustainability team built
across business units and departments
can enhance effectiveness.

3. Collaborate with EU partners.
Building strategic partnerships with
EU-based companies and stakeholders
can provide valuable insights and
support in navigating the complexities
of EU regulations and sustainability
expectations. Learning from peers

and capital providers who are
knowledgeable about EU practices will
also be helpful.

4. Invest in data and technology.
Leveraging data and technology
solutions to track and report on
sustainability metrics effectively will
be vital in meeting the increasing
transparency and reporting
requirements. Data software that
properly collects ESG data and the
provision of limited assurance can instil
confidence in customers.

5. Seek professional guidance.
Engaging with sustainability and
legal professionals with expertise in
EU regulations can provide tailored
guidance and support in meeting
the evolving requirements of the EU
market.

Conclusion

In conclusion, the EU’s evolving
regulatory landscape presents both
challenges and opportunities for Hong
Kong businesses. By understanding
and proactively addressing the CBAM,
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CSDDD and CSRD regulations,

Hong Kong exporters can position
themselves for success in the EU
market. Embracing sustainability
throughout the organisation with a
clear tone from the top, collaborating
with EU partners, investing in data and
technology, increasing transparency
and seeking professional guidance are
essential strategies for navigating the
EU rules, as well as for ensuring long-
term competitiveness and resilience
for Hong Kong businesses.

Dr Agnes KY Tai, PhD CCB.D SCR?®,
ESG Investing, FRM CAIA MBA
FHKIoD
Director of Great Glory Investment
Corporation and Senior Advisor of
iPartners Holdings Ltd

Dr Tai is a Governing Board
member of the Climate Governance
Initiative (established by the World
Economic Forum in 2019) and a
Steering Committee member of the
Climate Governance Initiative Hong
Kong Chapter. She is an Expert
Review Panel member for the MTR
Corporation sustainability reports,
a Council member, Publishing Board
of Magazine member and a Deputy
Chair of the training committee

of The Hong Kong Institute of
Directors, an Advisory Board
member of Asia Climate Forum,
faculty of Competent Boards, CSIA
and FITC, a lecturer of The Chinese
University of Hong Kong, a board
member of Hope of the City, and

an advisory council/committee
member of GARP (HK), BlueOnion
and FarmacyHK. More details of her
44 years of experience can be found
here: https://www.linkedin.com/in/
agnestai.
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Governance for the long term

Some lessons from a 75-year journey

Resilience in Governance was the theme of the Institute’s 75th Anniversary Celebration,
held on 31 January. CGj reviews the insights shared at the event about the Institute’s 75-
year journey and its contribution to building resilience in governance in Hong Kong and
the Mainland.
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he first informal association of
Chartered Secretaries in Hong
Kong was set up back in 1949 and
had 20 members. Fast forward three
quarters of a century and today’s
Hong Kong Chartered Governance
Institute (HKCGI), the successor to that
association, has over 7,000 members,

and over 3,000 graduates and students.

It has grown in reputation and stature
as the qualifying body for members
of the governance profession in Hong
Kong and the Mainland, as well as a
thought leader in all matters relating
to good corporate governance and
corporate secretaryship.

The Institute’s longevity stands in
contrast to the shrinking lifespan of
companies in recent times, as attested
by studies by both McKinsey and
Credit Suisse. Over the period of the
Institute’s evolution to its current
form, companies have had to adapt
to many disruptions and challenges,
and there has been an increasing
recognition that good governance

is essential for long-term resilience.
Resilience in Governance was
therefore a highly apt theme for the
Institute’s 75th birthday celebrations.

Resilience in Governance: the
Institute’s theme for 2024

2024 in fact marks a double anniversary
for the Institute. In addition to
celebrating 75 years since that first
association of Chartered Secretaries
was established in Hong Kong, it is

also celebrating 30 years since the
incorporation of The Hong Kong
Institute of Chartered Secretaries
(HKICS), the precursor of today’s HKCGI.

Launching the anniversary celebration,
Institute Chief Executive, Ellie Pang

FCG HKFCG(PE), introduced the
theme of the evening. She pointed
out that the Institute and its members
have risen to many challenges

over the last three-quarters of a
century. Most recently, the Covid
pandemic required the Secretariat
team to reinvent the Institute's CPD
services as online and hybrid events
to comply with the restrictions on
large gatherings. She commended

the Secretariat team for keeping the
Institute’s operations going during the
pandemic, ensuring business as usual
in very unusual circumstances.

‘Looking back at the challenges the
Institute has faced in its 75-year
journey, | think it is most appropriate to
describe the Institute and its members
as resilient,’ she said.

The Institute’s newly elected President,
David Simmonds FCG HKFCG, who
followed Ms Pang to the podium, also
addressed the resilience theme. He
spoke about the pivotal role played

by good governance in increasing

the likelihood that organisations,
commercial and otherwise, can survive
in the long term. For this reason, he
expressed confidence that, despite the

Highlights
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good governance,

which our members
support and implement
as governance
professionals, has
become a central concern
for most organisations in
Hong Kong, the Mainland
and internationally

7

Institute President, David Simmonds
FCG HKFCG

substantial risks facing organisations
globally, there will be continued
opportunities for the Institute and its
members to thrive in the years ahead.

‘Good governance, which our members
support and implement as governance
professionals, has become a central
concern for most organisations in Hong
Kong, the Mainland and internationally.
As an institute, we must continue to
seize these opportunities for our

e good governance increases the likelihood that organisations, commercial
and otherwise, can survive in the long term

e from corporate governance to ESG and anti-money laundering, the
Institute has been providing sound advice and contributing to the
government’s policy formulation and implementation

e the Institute remains fully committed to supporting the ongoing
development of capability in the market through its work in training and

thought leadership
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for 75 years now,

the government and
the financial services
industry have looked to
the Institute for insight
and invaluable support

7

The Honourable Paul Chan Mo-po,
GBM GBS MH JP, Financial Secretary
of the HKSAR Government, and Fellow
of the Institute

members and improve our efforts in
the face of an uncertain economic
outlook. For this reason, Resilience in
Governance is our theme for 2024,
he said.

He also made the point that the
Institute does not work alone. He
thanked both those within and
outside the Institute, many of whom
were attendees at the anniversary
celebration, for supporting the
Institute in its work. The fruits of this
partnership are particularly evident,
he pointed out, in the Institute’s
thought leadership and advocacy
work. ‘At HKCGI we take pride in

our thought leadership and the
contribution we make to supporting
reforms that help improve the market
in Hong Kong,” Mr Simmonds said.

Most recently, the Institute

was instrumental in the
implementation of Hong Kong'’s
revised re-domiciliation regime
for non-Hong Kong incorporated
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companies and the recent
Companies Ordinance amendments
that allow Hong Kong companies to
adopt virtual meeting technology.
Both of these legislative reforms
were championed by the Institute.

Similarly, Mr Simmonds mentioned
the way that the Institute worked
jointly with Hong Kong Exchanges
and Clearing Ltd (HKEX) to organise
a series of seminars on directors’
training at the HKEX Connect Hall
in 2023.

The Institute has also partnered
with many other individuals and
organisations in its research
work. This has resulted in an
archive of highly useful and well-
respected research publications,
available in the Research Papers
page of the Thought Leadership
section of the Institute’s website.
Upcoming research is already
underway or planned on supply
chain management, retirement
age and sustainability governance,
with leading organisations as
collaborators, he added.

Looking ahead, Mr Simmonds

said the Institute remains fully
committed to supporting the
ongoing development of capability
in the market through its work in
training and thought leadership. A
new development here has been the
launch of the Institute’s certification
courses in key areas of governance
practice. This includes the launch

of the Institute’s ESG Reporting
Certification Course last year,
which has already produced over
1,300 graduates, thereby helping to
improve ESG reporting capacity and

competency in the market. This year
will see the launch of a new AML/
CFT Certification Course designed
along similar lines.

Partners in governance

Mr Simmonds’ comments about
the value of partnership in the
Institute’s work was backed up
by the Guest of Honour at the
anniversary celebration. In his
keynote speech, The Honourable
Paul Chan Mo-po, GBM GBS MH
JP, Financial Secretary of the
HKSAR Government, and Fellow
of the Institute, spoke about the
joint efforts of the Institute and
government to boost governance
standards in Hong Kong and
thereby improve its standing as an
international financial centre.

‘The Institute has done a lot of good
work over the years. It establishes
its thought leadership through
thematic research and studies,

and provides valuable professional
training and support to its members.
Most importantly, it is a staunch
partner of the government. From
corporate governance to ESG

and anti-money laundering, the
Institute has been providing sound
advice and contributing to the
government’s policy formulation
and implementation,’ he said.

He also addressed the resilience
theme, pointing out that this theme
is equally relevant to the way Hong
Kong has weathered many crises in
its past. ‘We are firmly in the post-
pandemic economy now. That said,
we have a new and equally complex
set of challenges to overcome.

An enduring high-interest-rate



environment is affecting asset prices
and investment appetite. Geopolitical
tensions have led to greater
protectionism and geoeconomic
fragmentation,’ he said.

Nevertheless, he added that

Hong Kong has good reason to

be optimistic about the future. It
emerged stronger and more resilient
from past setbacks, such as the

Asian financial crisis of 1998 and
the global financial crisis in 2008,
demonstrating its ability to rise
to challenges and strengthen its
defences when tested.

In conclusion, he welcomed the
Institute’s contributions to the many
areas of legislative and regulatory
reform that the government will be
working on in the years ahead.
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‘For 75 years now, the government and
the financial services industry have
looked to the Institute for insight and
invaluable support. My congratulations
to you and we look forward to
continuing our close collaboration in
the decades to come. May | also wish
you all the best of health, business and
good governance in the promising new
Year of the Dragon. Let’s make this
dragon fly, Mr Chan said. &€

;ﬂ!~%mﬁ;
YEAR
t ANMIVER |-€’

The Hong Kong Chartered Governance Institute
75th AnhiversaryCelebration
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Hong Kong Listing training International
Rules programmes and President,
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global rebranding of
ICSA to The
Chartered
Governance
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Formed an The Hong Ka The Hong Kong
association of Institute of Com Chartered
Chartered ~ Secretaries Governance
Secr in Incorparated as Institute (HKCGI)
Hong Kong IC5A's Hong Kong was renamed in
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. localand dual Chartered
international Secretary and
qualifications Chartered
Governance
Professional
qualification

. Better Future.
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HKCGI Prize 2023

The Institute’s recent anniversary
celebration was the ideal opportunity
to announce the latest awardee of the
HKCGI Prize - the highest honour and
peer recognition in the governance
profession. Edith Shih FCG(CS, CGP)
HKFCG(CS, CGP)(PE), Honorary
Adviser to Council, Past International
President and Institute Past President,
introduced this year’s awardee at the
event - Dr Anthony Neoh QC SC JP
FCG HKFCG.

‘Our awardee is a renowned and
revered scholar, legal practitioner,
arbitrator and capital markets expert
who has made a most significant
impact, not only in the legal arena,
but also in the capital markets

and regulatory regime of both the
Mainland and Hong Kong. This
awardee is a staunch supporter of our
Institute, providing invaluable advice
and guidance, as well as opening
doors for the Institute here and in
the Mainland throughout the past
many years, and helping to steer the
Institute’s outreach in the Mainland,
she said.

She was followed to the podium by
Dr Neoh. He set out two reasons

for accepting the award. ‘Firstly, the
award is an occasion to renew our
belief and our faith in the community
of Hong Kong that has nurtured us
and given us all the opportunities that
have enabled each of us to become
what we are today, he said.

He added that he himself was one
of the many beneficiaries of these
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opportunities. Dr Neoh started his
working life at a time when Hong Kong
was growing rapidly to become an
international commercial and financial
centre. He spent 13 years working in
the Civil Service, eventually becoming
Assistant Director of the Independent
Commission Against Corruption.

He left the Civil Service in 1980

and has been a barrister ever since.
During that time he was also very
active in public service. His many
public appointments included stints as
Chairman of the Hong Kong Securities
and Futures Commission and Chief
Advisor of the China Securities and
Regulatory Commission.

The second reason for his acceptance
of the award is highly relevant to
members of the governance profession.
‘This award brings us together to renew
our belief in the common enterprise
that we have been engaged in, which is
the pursuit of excellence in corporate
governance,’ he said.

He added that, while practitioners

of governance need of course to
concern themselves with ‘the myriad
technicalities of the endeavour’,

they should not lose sight of the fact
that the central idea of corporate
governance is leadership - and
leadership is a collaborative endeavour.

‘In all my work to date, in fact from

my first day at work, | have either had
to lead, or be part of a team whose
members were far more experienced or
accomplished than | was. | learned that

it is always the best policy to learn
from others to respect the views of
others and that it is always better to
be a good listener than a good giver
of orders, he said.

_
i L 1S

Good leadership is about enabling
team members to make the best
contribution they can. Leaders who
think they know everything, or
more than others, do not deserve
their positions in leadership, he
said. Ultimately, practitioners

of governance should bear in
mind that governance is a human
enterprise and works best where
every team member receives due
respect and dignity.

‘Let us therefore renew our belief

in the dignity of every human soul
and rededicate ourselves to our
common enterprise in the pursuit of
excellence in corporate governance.
In so doing, we also rededicate
ourselves to a common effort to
serve the community that has
sustained us in the past. The present
gloom will undoubtedly pass as a
new page in history opens up, as it
surely will, before our eyes. This is
China’s century and we are all lucky
to be living in it, he concluded.
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Dangers of a green sheen

The legal and regulatory risks of ESG
greenwashing in Hong Kong
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Mark Lin, Partner, and Stephanie Tsui, Senior Associate, Hogan Lovells, summarise the

avenues available to financial and securities regulators to take action against companies
that misrepresent their green credentials, despite there currently being no specific anti-
greenwashing legislation in force in Hong Kong.

Recent incidents, such as the UK
Advertising Standards Authority’s
banning of a bank’s advertisements

for potentially misleading consumers
about its green credentials and the
outcry over an automobile company'’s
use of images from nature whilst paying
billions in emissions fines, have drawn
attention to the issue of greenwashing.
Although Hong Kong does not have
any specific laws or regulations against
greenwashing, this does not mean that
regulators lack tools against companies
that make misleading claims.

One of the more acute challenges

that Hong Kong has faced is the lack

of consistent, available and reliable
information for investors to incorporate
climate-related matters into their
decisions. Therefore, as a priority,

Hong Kong regulators are implementing
globally consistent sustainability
reporting standards for listed companies
and across the financial industry.

At its core, greenwashing is essentially
misrepresentation and there are
avenues that financial regulators

can utilise to address greenwashing
behaviour, despite the lack of specific
legislation, codes and guidelines.

For example, several provisions under
the Securities and Futures Ordinance
(SFO) impose a statutory duty on
those responsible for issuing public
communications to take reasonable
care in respect of the accuracy of
information involved.

These include:

e Section 107 SFO creates a criminal
offence for making fraudulent
or reckless misrepresentations
inducing another to enter into
an agreement for structured
products, collective investment
schemes or securities.

e Section 129 SFO requires a
licenced person to be fit and
proper. When considering
whether a person is fit and
proper, the SFO may consider
(i) the ability of a person to
carry on the regulated activity
honestly, competently and fairly,
and (ii) the person’s reputation,
character, reliability and financial
integrity. Being found to have

Highlights

been part of greenwashing
may therefore harm the SFO'’s
assessment of an individual.

Section 298 SFO creates
criminal liability against a person
disclosing information that, inter
alia, is false or misleading as to

a material fact that is likely to
induce investment decisions or
have a material effect on the
stock price. Section 277 is the
civil counterpart of section 298.

Section 384 SFO makes it an
offence for a person, in purported
compliance with a requirement, to
provide information to a ‘specified
recipient’ which they know to be
materially false or misleading, or
who is reckless in providing the

e while Hong Kong does not have any specific laws or regulations
against greenwashing, regulators have the tools to take action
against companies that make misleading claims - which would include
their environmental credentials - notably under the Securities and

Futures Ordinance

e greenwashing also appears to be caught under codes and guidelines of
the Securities and Futures Commission and the Hong Kong Monetary
Authority, both of which state that advertisements and marketing for
financial products should not be false, misleading or deceptive

e greenwashing is already a significant risk for financial institutions and
listed companies in Hong Kong, although outside that sector the risk
of regulatory or public action against greenwashing appears to be less

significant at the moment
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information. A specified recipient
includes the Securities and
Futures Commission (SFC) and the
Hong Kong Stock Exchange, hence
the section covers filings with the
SFC, stock exchange prospectuses
and other listing documents

or public disclosure materials.

An offence under section 384
carries a maximum penalty of
two years' imprisonment and a
fine of HK$1 million.

e  Section 391 SFO provides that
a person responsible for false or
misleading communications that
may affect the price of securities
and futures will be liable to pay
damages for any pecuniary loss
sustained in reliance on those
communications.

e Section 213 SFO allows the SFC
to bring legal action on behalf
of investors who have sustained
losses from market misconduct,
without the need for a prior
ruling by the criminal court or the
Market Misconduct Tribunal. The
section is intended to benefit the
collective interests of investors by
providing civil remedies for those
who may have sustained relatively
small losses and who may be
discouraged by the time and costs
required to litigate themselves.

The sections above also include
provisions for compensation where an
investor has suffered pecuniary loss.

Codes and guidance

Greenwashing also appears to be
caught under the SFC and Hong Kong
Monetary Authority (HKMA)'s codes
and guidance on advertisements and
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marketing for financial products,

albeit in very general terms.

Whilst the regulators recognise

that advertisements are by nature
promotional material intended to
arouse investors’ interests in a product,
it is essential that advertisements
present a balanced picture and are

not false or misleading, nor feature
exaggerated claims.

According to the SFC’s Code of
Conduct for Persons Licensed by or
Registered with the SFC, as part of
the honesty and fairness principle, a
licensed or registered person should
ensure that any representations made
and information provided to a client
(including in advertisements) are not
false, misleading or deceptive. Similar
provisions can be found in the HKMA's
Code of Banking Practice, the SFC’s
Fund Manager Code of Conduct and
the SFC’s Handbook for Unit Trusts
and Mutual Funds, Investment-Linked
Assurance Schemes and Unlisted
Structured Investment Products.

These codes and guidelines do not
have the force of law, but regulated
institutions that breach them may still
face long-drawn-out investigations and
the threat of disciplinary sanctions.

No enforcement to date

There have been no ESG enforcement
cases as yet. While the regulators are
introducing increasingly robust ESG
disclosure requirements to be in line
with their international counterparts
- the direction of travel in Hong
Kong being greater ESG regulation,

in contrast to the US, where there is
currently an ESG backlash - they are
also aware that this must be done in a
proportionate and pragmatic manner

as smaller companies may not have
the resources to meet the evolving
commitments.

Having said that, as these new
requirements roll in, there will be
increasing controls around ESG-
related disclosures and solicitation

for ESG financial products and, as

a consequence, the risks of being
accused of greenwashing will become
significant for financial institutions and
listed corporations alike.

Regulation outside the financial sector
Unlike in other jurisdictions, Hong
Kong does not have a regulatory body
or a single piece of comprehensive
legislation regulating advertisements.
Control of advertising on television and
radio comes under the general remit

of the Communications Authority,
whilst advertising content falls under
the auspices of the Association of
Accredited Advertising Agencies of
Hong Kong. The Association publishes
codes of practice to which members
must adhere.

Outside the financial and securities
realm, the main legislation governing
advertising content is the Trade
Descriptions Ordinance, which is
enforced by the Hong Kong Customs
and Excise Department.

Under the Trade Descriptions
Ordinance, it is an offence to apply

to any goods a trade description that
is false to a material degree, or to use
false and misleading trade descriptions
on products in advertisements to
consumers. The omission or hiding

of information, or the provision of
ambiguous material information, may
constitute a false trade description if it
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there will be increasing
controls around ESG-
related disclosures and
solicitation for ESG
financial products and,
as a consequence, the
risks of being accused
of greenwashing will
become significant for
financial institutions and
listed corporations alike

”

causes the average consumer to enter
into a transaction they would not have
made otherwise.

This leaves the door open for a
consumer or environmental activist
to file a complaint of greenwashing
with the Hong Kong Customs and
Excise Department, which may in
turn investigate the complaint and
take action against the advertiser.
The court may also order a person
who has suffered from the false trade
description to be compensated.

There has so far been no enforcement
action concerning greenwashing by
the Hong Kong Customs and Excise
Department. Typical enforcement
actions have been made in respect of
exaggerated functionality of products
or counterfeit products.

This could be partly due to the fact
that, whilst the general public’s
awareness of environmental and

climate-related risks is on the rise,
the motivation to adopt green
sustainable practices in people’s
daily lives is still fairly low. This will
have an impact on the likelihood of
greenwashing complaints being made
in the near future.

Litigation as a means of redress

One notable feature in Hong Kong's
litigation landscape is that class
actions do not exist and representative
proceedings, where claims are
aggregated with other claims, are used
as a case management mechanism and
are themselves rare.

An aggrieved member of the

public may initiate proceedings for
misrepresentation against a business that
has published misleading claims. For a
claim of misrepresentation to succeed,

it must be demonstrated that one party
made a false statement to another with
the intention to induce the other to enter
into the contract and that the other was
so induced to enter into that contract.

For the average consumer, however,
losses suffered by businesses that
greenwash may only be minimal and
taking action may not be proportionate
or cost effective. Smaller claims are
usually settled between the businesses
and consumers or, alternatively, given
the low monetary value, will be dealt
with in the Small Claims Tribunal.

As it is often hard for a person to prove
that certain statements are in fact
greenwashing, and that damages were
suffered as a result of the statement,
consumers are unlikely to use the
courts to seek redress. Instead, a
company may see the value in taking
action if it suffers reputational damage

CG In Focus

as a result of investing in or using
products or services supplied by
another company that were falsely
claimed as sustainable.

Conclusion

Greenwashing is already a significant
risk for financial institutions and listed
companies in Hong Kong, as financial
and securities regulators are now
focused on positioning Hong Kong as
the leading ESG finance hub in Asia.
This, combined with the existing legal
framework and tools available to
combat disclosures and dissemination
of false and misleading information,
means that greenwashing behaviour is
unlikely to be tolerated by financial and
securities regulators.

Outside the financial and securities
sector, the risk of regulatory or public
action for greenwashing behaviour
appears to be less significant as the
general sentiment on sustainability

is not as strong. Furthermore, due to
costs and difficulties in proving that
greenwashing statements are untrue,
these types of proceedings by the
public are still in their infancy.

Nonetheless, environmental activists
can continue to use public pressure
and the media to advocate against
companies that greenwash, which can
cause substantial reputational damage
to companies caught in its throes.

Mark Lin, Partner, and Stephanie Tsui,
Senior Associate
Hogan Lovells

Copyright © Hogan Lovells

This article was first published by
Hogan Lovells on 29 November 2022.
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: AR‘E’Iefatmg Hon
energy transition

In the first of three articles, published in CGj in September 2023, authors at the =
“Research Centre for Sustainable Hong Kong, City University of Hong Kong, made =
recommendatlons to improve the city’s carbon emissions reduction measures. Here, |n -
the second article, they examine the issue of power generation and offer some policy

suggestions for advancing the use of low-carbon and renewable energy sources.
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study by the Legislative Council
Aof Hong Kong reveals that power
generation accounts for 60% of
Hong Kong's greenhouse gas (GHG)
emissions. This share is significantly
higher than the global average, as
well as higher than for Organisation
for Economic Co-operation and
Development (OECD) countries and for
Singapore (see Table 1). In comparison,
because the tertiary (services) sector
is the economic mainstay of Hong
Kong, GHG emissions from industry
and agriculture are remarkably low.
This contrast drives home how critical
it is to reduce emissions from power
generation if Hong Kong is to achieve
its stated midterm reduction targets by
2035 and reach carbon neutrality by
year 2050.

The government and the two power
suppliers of Hong Kong - CLP Power
Hong Kong Ltd (CLP) and Hong Kong
Electric Co Ltd (HK Electric) - have
announced the goal of phasing out
all coal-fired power plants by 2035,
and have doubled down efforts on
renewable energy to increase the
proportion of electricity generated
by renewable fuel from less than 1%
up to 10%. In this article, we apply
the framework of ‘pull and push’
policy tools, discussed in our first
paper, to identify carbon taxation

as a viable ‘market control’ measure,
and technical standardisation

and the promotion of climate risk
investment as a measure under the
‘commercialisation mechanism’.

Energy transition: a work in progress
The Hong Kong government has
outlined a two-stage roadmap to
achieve carbon neutrality by 2050.
During the first stage, all coal-fired

power plants will be decommissioned
and the proportion of electricity
generated by renewable fuel will be
increased from below 1% to between
7.5% and 10%, including through
wind power (3.5% to 4%), waste-to-
energy (3% to 4%) and solar energy
(1% to 2%). The second stage should
ensure that Hong Kong achieves net-
zero carbon electricity generation
before 2050.

CLP and HK Electric have also rolled
out measures (see Table 2) to achieve
their emissions reduction targets. CLP
will replace its coal-fired power plants
at Castle Peak with two new gas-fired
power plants at Lung Kwu Tan. HK
Electric will transit from coal to gas
by constructing three gas-fired power
plants on Lamma Island. Research
indicates that generating one
megajoule of electricity with natural
gas will result in 56,000 kilograms of
carbon dioxide (CO?), which is 40%
less than generating electricity using
coal (94,000 to 96,000 kilograms of
CO? emitted for every megajoule of
electricity). Therefore, substituting
coal with natural gas for power

Highlights
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generation is an effective way to
reduce emissions.

CLP and HK Electric both have plans
to increase investments in renewable
energy. CLP is focusing on electricity
generation using waste-to-energy,
wind power and solar energy projects,
while HK Electric will focus on
building a large-scale offshore wind
farm southwest of Lamma Island.

Coal currently accounts for between
20% and 50% of the fuel mix for the
electricity generated by these two
power suppliers, while renewable
energy accounts for less than 1% (see
Table 3), so it will be tough for these
companies to completely phase out
coal and achieve their renewable
energy targets by 2035.

The Scheme of Control Agreements
(SCAs) (2018-2033) between the
government of Hong Kong and each
of the two power companies stipulate
that the companies recognise
government targets to reduce carbon
emissions, tackle climate change and
lower emissions to improve regional

e power generation accounts for 60% of Hong Kong’s GHG emissions,
which is significantly higher than the global average

e the government and Hong Kong's two power suppliers need to agree a
timetable for decommissioning the coal-fired power plants, as well as the
proportion of electricity to be generated through renewable energy, with
a carbon tax to be imposed on the companies if the targets are not met

e to entice the electricity companies to develop more carbon-neutral
projects, the government could introduce investment facilitation
frameworks and tax incentives to increase investment in renewable
energy and speed up the elimination of coal-fired units
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Table 1. Annual GHG emissions by sector

Hong Kong Singapore OECD Worldwide

Power generation 60% 39% 30% 34%
Transportation 20% 14% 23% 15%
Industrial production 5% 45% 30% 24%

Waste 9% 1% 3% -
Architecture 6% 1% 10% 6%
Agriculture - - 10% 22%

Other - - 3% -

Source: Decarbonisation strategy in Shenzhen and Singapore (2022), Legislative Council Research Group,
Legislative Council of Hong Kong

Table 2. CLP and HK Electric on emissions reduction

Decommissioning
and replacing coal-

CLP

Replace the coal-fired power plants at Castle Peak

with two new gas-fired power plants at Lung Kwu Tan

HK Electric

Build three gas-fired power plants on
Lamma Island and realise the power
transition of coal to gas.

fired units
Open an offshore LNG terminal in Hong Kong open waters
Construction of a biogas power generation project in Construction of an offshore wind farm
the New Territories West Landfill (waste-to-energy) in the waters off Lamma Island, which
Developing Construction of offshore wind farms (wind energy) will account for about 4% of the total

renewable energy

Promotion of grid-connected solar power generation
(solar energy)
Research on hydrogen power generation

power generation (wind energy)
Strengthen the construction of solar
power systems

Source: Environment and Ecology Bureau, CLP and HK Electric

Table 3. Fuel mix for CLP and HK Electric’s electricity generation

CLP HK Electric 2035 (target year)
Coal About 20% About 50% 0%
Natural gas About 50% About 50%
About 90%*
Nuclear energy About 30% -
Renewable energy Below 1% Below 1% 7.5% to 10%

* Includes other low-carbon energy sources, such as hydrogen energy.

Data sources: Online information from the Environment and Ecology Bureau, the HKSAR Government
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air quality. However, the SCAs
remain vague about how and when
to achieve these emissions targets,
and the agreements merely focus on
the incentive and penalty mechanism
resulting from the profit return
adjustment of electricity tariffs and
the guarantee of electricity supply.

Policy recommendations for
accelerating Hong Kong'’s energy
transition

Market control: introduce a carbon
tax to phase out coal power and
develop renewable energy

Carbon tax is aimed at reducing
the carbon footprint by exerting

-, CHARTERED
GOVERNANCE

Hong Kong

‘EARS

NIVERSARY

"._'_‘

The Hong Kong Chartered Governance Institute EEAFAEAE

cost pressure on companies and
individuals. Singapore began charging
a carbon tax of US$11 per metric

ton of CO? (approximately HK$86)

in 2019 and will progressively
increase the tax to US$29 (about
HK$227) by 2030.

The Hong Kong government should
take similar measures, communicate
with CLP and HK Electric, and decide
on a timetable for decommissioning
the coal-fired power plants. If the
two power companies do not dispose
of their power plants within the
agreed time frame, a carbon tax
should be imposed. Additionally,

N
25th ACRU

Friday 7 June 2024
8.55am - 6.00pm

Hong Kong Convention and Exhibition Centre

Hybrid Mode

(Incorporated in Hong Kong with limited liability by guarantee)
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substituting coal with
natural gas for power
generation is an effective
way to reduce emissions

7

the government should form an
agreement with CLP and HK Electric
on the proportion of electricity to be
generated by renewable energy and
then levy a carbon tax on them if they
fail to produce the target amount of
renewable energy electricity.
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The government could also implement
a trading mechanism to incentivise

CLP and HK Electric to produce more
renewable energy, giving each company
the right to purchase carbon from each
other in case one of them fails to reach
their emissions reduction targets.

Commercialisation mechanism:
improve technical standardisation to
promote renewable energy generation
Technical standardisation establishes
a unified standard to help goods

and services achieve international
recognition, in which local enterprises
can engage in global renewable energy
projects with capital, technology and
marketing support. Singapore is the
market leader in the certification and
standardisation of solar photovoltaics,
and it actively promotes international
cooperation and technology transfer
of renewable energy projects. In
comparison, Hong Kong lags behind in
technical standardisation, but we can
capitalise on the huge market in the
Mainland to catch up. In 2022, China
exported US$512.5 billion worth of
photovoltaic products (including silicon
wafers, cells and components), with
an annual increase of over 8%. If we
include wind power products, then
Chinese manufactured equipment
could reduce carbon emissions for
importing countries by up to 5.73
billion metric tons.

CLP and HK Electric could strengthen
their ties with institutions in the
Mainland to foster their use of
renewable energy. The government
could encourage local certification
institutions (such as universities, the
Hong Kong Quality Assurance
Agency, Hong Kong Productivity
Council and Hong Kong Science Park)
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to work with Mainland institutions
to establish universal technical
standards for Chinese products,
thereby promoting Hong Kong'’s role
as an innovation and technology hub,
and the Mainland as a manufacturer
of innovative technology.

Commercialisation mechanism:
advocate for climate-risk investment
in the financial market, and strengthen
the financing and risk management
capabilities of the electricity
companies to participate in carbon-
neutral projects

Carbon-neutral businesses can

result in a zero-sum game. Business
risks may put off many conventional
energy companies’ interest in carbon-
neutral technology. However, with

the introduction of a climate-risk
investment mechanism, more energy
companies could participate more
extensively in carbon-neutral projects.

The government could also introduce
policies to increase investment in
renewable energy and to speed up

the elimination of coal-fired power
plants before 2035, such as through
investment facilitation frameworks
and tax incentives. This would benefit
and entice the electricity companies to
develop more carbon-neutral projects,
including hydrogen production and
carbon capture technology (that is, the
blue hydrogen technology route).

Summary

There is a road map for the Hong Kong
government and the two electricity
companies to reduce emissions, but
time is short and we are racing against
the clock. Effective measures and
efficient execution are essential to
ensure timely results.

In our previous article in this series,
we summarised six categories of
emissions reduction policy tools,
while in this paper we have proposed
a carbon tax and ways to improve
commercialisation, which fall into two
of those six categories, namely market
control and the commercialisation
mechanism. We hope these ideas
motivate stakeholders in Hong Kong to
think about more practical measures
to translate the net-zero carbon
aspiration into reality.

While power generation accounts

for by far the greatest proportion

of GHG emissions in Hong Kong,
transportation accounts for about one-
fifth of the city’s total emissions. We
will delve into this issue and propose
some measures to tackle Hong Kong’s
transportation emissions in next
month's journal.

Linda Chelan Li, Liang Dong,

Phyllis Lai Lan Mo, Yunhong Liu and

Kin On Li
Research Centre for Sustainable
Hong Kong, City University of Hong
Kong

This article is based on Policy
Paper 22 of the Research Centre
for Sustainable Hong Kong, City
University of Hong Kong, issued in
August 2023, which is the second
of three policy papers making
recommendations to help reduce
GHG emissions in Hong Kong. The
first article was published in CGj in
September 2023, and the third and
final article will be featured in CGj in
April 2024.

The authors can be contacted at
sushkhub@cityu.edu.hk.
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Overview )
The Institute, renowned for its expertise in governance reporting, is a trailblazer in the industry.
Acquiring the Institute's ESG Reporting Certification sets you apart from your colleagues, showcasing
your in-depth knowledge and skills in ESG reporting.
This exclusive online course features seven sessions led by more than 20 ESG experts, including
professionals from leading listed companies and top accounting firms, for optimal learning. )
A Certificate that matters
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Aligning Hong Kong'’s
treasury share regime with
international trends

In the first of this two-part article, CGj reviews a recent Institute seminar discussing the
new proposals to amend Hong Kong'’s treasury share Listing Rules, clarifying the context
of the issue and outlining what this will mean for listed companies.
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ong Kong Exchanges and

Clearing Ltd (HKEX) issued a
consultation on 27 October 2023,
which closed on 27 December 2023,
on its proposed amendments to the
Listing Rules to introduce a new
treasury share regime in Hong Kong.
These amendments are designed to
bring Hong Kong into alignment with
international trends, with the aim
of enhancing the attractiveness and
competitiveness of the city’s stock
market, and to give issuers greater
flexibility in managing their capital
structure through the resale of
treasury shares.

Treasury shares - also known as
treasury stock or reacquired stock

- are the portion of a company’s
shares that have been bought back
from stockholders by the issuing
company and then held in its own
treasury. This decreases the total
number of outstanding shares on the
open market and increases the value
for the remaining shareholders. The
benefits of holding treasury shares
include limiting outside ownership
through being held indefinitely by the
company or through being retired.
Additionally, they can later be resold
to the public if capital needs to be
raised in the future, or be used in a
share scheme. However, treasury
shares have no voting rights and do
not pay out any dividends during the
period in which they are being held by
the issuer in treasury.

To help explain the new proposals and
what they will mean for Hong Kong'’s
listed issuers, the Institute invited
Billy Wong, Partner of global law firm
Morgan, Lewis & Bockius, to speak at
a seminar on 11 January 2024.

History and background

Mr Wong started by giving the history
and background of treasury shares,
which provided a useful context

for why the Listing Rules and the
Companies Ordinance in Hong Kong
have up to now prohibited the holding
of repurchased shares in treasury for
later resale, and why the Exchange is
now looking to amend the rules.

English law

The original common law prohibition
on treasury shares was unequivocal,
as indicated in a judgment handed
down by Lord Hershell in Trevor v
Whitworth in 1887, in which the resale
of repurchased shares was considered
‘trafficking’. The overriding concern
was the potential for fraud or abuse if
companies were allowed to buy their
own shares. Mr Wong described how
the UK Companies Act of 1929 and
that of 1948 by implication forbade
the repurchase of shares.

However, with the establishment

of the Jenkins Committee in 1959

to review various aspects of UK
company law, the thinking started to
change. Greater consideration was
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given from the 1960s to widening
the powers for companies to
repurchase their own shares and to
hold them in treasury. In fact, the
amended Companies Act of 1981
effectively abolished the prohibition
on share repurchases, albeit under
certain conditions as specified in the
Companies Act of 1985.

US law

In the US, in contrast, the majority of
state and federal courts had several
lines of reasoning to permit the
power to repurchase from as early as
the mid-19th century. For instance,
while some courts found no express
prohibition on share repurchases,
other courts thought that the power
to repurchase was incidental and
necessary to the main object for
which a corporation was formed - but
such power was subject to limitations.
For example, a number of courts said
the repurchase had to be made in
good faith, while others found that
repurchase should be made without
prejudice to creditors’ rights. There
was concurrently a minority voice
among some states that followed the
English rule, in which no definite grant

e HKEX's proposals are designed to bring Hong Kong into alignment
with international trends, and to enhance the attractiveness and
competitiveness of the city’s stock market

e the proposals would remove the requirement to cancel repurchased
shares, enabling listed issuers to hold such shares in treasury, subject to
the laws of their place of incorporation and their articles of association

e to ensure a fair and orderly market, as well as fair treatment of all
shareholders, HKEX is proposing additional requirements and dealing
restrictions that will need careful advance planning
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of power was given in the statutes to
repurchase shares, citing the same
concerns as those of the English
courts. By the 1930s, a number of
states had enacted statues imposing
certain conditions on a company’s
share repurchase power, but
nevertheless gave corporations the
right to hold their own shares and to
acquire treasury stock for legitimate
corporate purposes. The key point, Mr
Wong stressed, is that any repurchase
of shares must be done in good faith.

In 1982, the US Securities and
Exchange Commission actively
encouraged share repurchases

and, by the 1990s, federal law also
encouraged the holding of treasury
shares. The law in the US is now
codified into a unified set of principles
where treasury shares and share
buybacks are allowed.

Other jurisdictions

Mr Wong then referred to the other
jurisdictions that currently permit
treasury shares, which include
Singapore, the Cayman Islands,
Bermuda and the Mainland. ‘All

these jurisdictions are relevant to the
daily practice of many professionals

in Hong Kong. There are some
differences in the laws relating to each
of these, but generally the differences
are fine," he noted. In Singapore and
the Caymans, for example, there are
very few, if any, restrictions in regards
to treasury shares. In the Mainland,
both the holding of treasury shares
and share repurchases are allowed,
with the China Securities Regulatory
Commission having put clear
mechanisms in place to embrace both,
although there is a strict limit of 10%
on the maximum number of shares
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that can be held in treasury, while
these shares must be cancelled three
years after repurchase.

The case for Hong Kong

The Companies Ordinance in Hong
Kong loosely mirrors the pre-1980s
UK Companies Act and, despite a
number of substantive revisions

to take account of the particular
socioeconomic and market situation
in Hong Kong that led to its current
form in 2014, it has thus far not
been amended in accord with the
existing UK company law in relation to
treasury shares.

At present, the rules in Hong Kong -
under both the Companies Ordinance
and, specifically, Rule 10.06(5) of the
Listing Rules - mandate the automatic
cancellation of repurchased shares
for locally incorporated companies.
Given that approximately 92% of
listed companies in Hong Kong are
incorporated in overseas jurisdictions
that do allow for the holding of
treasury shares and their subsequent
resale, this creates significant
limitations for overseas issuers, who
are thus restricted by the Listing Rules
from exercising that option.

HKEX's recent proposals therefore
seek to align the Listing Rules with
the prevailing regulations in other
jurisdictions, subject to the issuer’s
place of incorporation and the
company'’s articles of association.

One of Hong Kong'’s concerns has
always been the potential for abuse if
treasury shares are allowed, along with
the danger that some stakeholders
might not receive fair treatment. If - as
Mr Wong believes will happen - the

requirement to cancel repurchased
shares is removed under the Listing
Rules, both on market and off market,
HKEX would simultaneously introduce
a framework to ensure that market
manipulation is prevented, and that fair
and equal treatment of all shareholders
is guaranteed.

The other proposal - to allow for the
resale of treasury shares - also comes
with certain conditions. Moreover, the
resale must be approved in advance by
shareholders, either under a specific
mandate or a general mandate, or

will be subject to pre-emption rules
similar to an issuance of new shares, as
under Rule 13.36, and be offered to all
shareholders on a pro rata basis.

‘Many of the amendments to the
treasury share regime will make
treasury shares very similar to the
issuance of new shares under the
existing rules,” Mr Wong explained.

So any on-market resale of treasury
shares under a general mandate

would be subject to a maximum price
discount of 20%, while off-market
resale will be subject to the same price
discount limit as an issuance of new
shares. Further, any share grants using
treasury shares would be treated in the
same way as a share scheme funded
by new shares under Chapter 17 of the
Listing Rules.

Additional requirements and
restrictions

HKEX is proposing additional
requirements for the use of treasury
shares, many of which, according to

Mr Wong, are very relevant to the daily
practice of governance professionals.
As he emphasised, these are very
important to bear in mind because it



will require careful advance planning
to avoid being caught out.

Connected transactions. To prevent
abuse, any resale of treasury shares
to a connected person will be subject
to the same connected transaction
requirements as for the issuance of
new shares under Chapter 14A. This
dealing restriction applies to both
on-market and off-market resale of
shares. However, if the on-market
resale of treasury shares is shown
to have been made unknowingly

to a connected person, this will be
exempted from the prohibition.

Disclosure. Issuers will need to
disclose any resale of treasury shares
and the movement in the number

of treasury shares by issuing an
immediate announcement prior to
the commencement of trading the
next day, as well as through the listing
document, next day disclosure return,
monthly return and annual report.

Documentary requirements. Issuers
will need to comply with the
documentary requirements under
Rules 9.18 to 9.23 for the resale of
treasury shares.

Moratorium period. Despite several
other jurisdictions having no such
restrictions, HKEX is proposing

a moratorium period of 30 days

on the resale of treasury shares,
whether on or off market, after a
share repurchase, as well as a 30-day
moratorium on an on-Exchange
share repurchase after an on-
Exchange resale of treasury
shares. Any resale would be
strictly prohibited during these
30-day periods. ‘While imposing a

moratorium period may be seen as a
slightly controversial proposal, this is
one of the mechanisms that HKEX is
proposing as a safeguard to ensure
consistent and equitable treatment of
shareholders,” Mr Wong stated.

Inside information. Less controversial -
as this is already enshrined in current
legislation - is the proposal to prohibit
a resale of treasury shares during any
period in which there is undisclosed
inside information, as set out in

the market misconduct rules of the
Securities and Futures Ordinance.

Brokers. As under Rule 10.06(2)(d),
any broker or agent appointed by

the issuer to resell treasury shares

will also be required to disclose that
information to the Exchange, including
any on-market resale of treasury
shares, and will also be subject to the
same proposed requirements and
restrictions as issuers.

New listing applicants. For new listing
applicants, there will be a six-month
lock-up requirement prior to reselling
or entering into an agreement to resell
treasury shares, while any new listing
applicant already holding treasury
shares at the time of listing may retain
those shares, but must disclose all
relevant details in their prospectus.

Voting rights. Voting rights attached
to treasury shares will be suspended -
as is common practice under the

law in all jurisdictions - and, as
would be expected, treasury shares
will be excluded when calculating

a listed company'’s issued shares.

As Mr Wong indicated, this is
important to remember when
planning corporate action.
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Issuer’s intention. Mr Wong then
clarified that the explanatory
statement, as required by the Listing
Rules for the share repurchase
mandate, must also state the

issuer’s intention as to whether the
repurchased shares will be cancelled
or kept as treasury shares. ‘| personally
find this quite interesting. As a lawyer,
we are in a good position to help
companies draft their intentions in this
regard, he said. @&

Part 2 of this article, which offers
practical tips for governance
professionals to prepare for these
changes, will be published in next
month’s edition of CGj.

The hybrid seminar reviewed in this
article - Proposed Amendments to
Treasury Share Listing Rules - was
held on 11 January 2024. More
information on the Institute’s ECPD
seminars is available on its website:
www.hkcgi.org.hk.
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in the future there
will undoubtedly be
an increased demand
for governance
professionals

)

Davis Lau FCG HKFCG,
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Corporate Services (HK) Ltd




NextGen Governance

What is your current role and what was your career path to
this role?

‘In my current role, | am responsible for overseeing the
entire business operations in Hong Kong. Our company
provides corporate secretarial, share registry, payroll,
taxation and accounting services to various types of
corporate client, ranging from startups to listed companies.
When | first graduated, | worked at the Institute, where |
became familiar with the company secretarial profession. |

later became an Associate of the Institute. This professional

qualification was an asset when | then joined an investor
services company, where | primarily handled corporate
actions and investor relations for Hong Kong listed
companies. Eventually, | joined Boardroom Corporate
Services (HK) Ltd, where | have been for almost 10 years.

When did you first hear the terms ‘company secretary’ and
‘governance’? What was your impression of these terms?

‘| studied public administration in college, so initially

my understanding of governance was rooted in the
concept of public governance in the social sciences. This
involved formulating policies that were beneficial to the
public. However, as | familiarised myself with corporate
governance, | realised that governance goes beyond public
institutions. In fact, any type of organisation, whether
public or private, regardless of its size, requires good
systems and governance. It needs to establish internal
governance policies and structures. Depending on the
nature of the business and place of incorporation, it also
falls under various regulatory frameworks, while the
interests of different stakeholders must be considered.
These are practical matters that, from my perspective, are
just part of my everyday life

What qualities do you think are needed to be a successful
governance professional?

‘You must be focused, cautious and meticulous. These are
the basics. Additionally, it is important to continuously
pursue further education and to stay aware of the changes
happening around you. The regulatory environment

is constantly evolving, and regulations for companies

and businesses are also subject to change. You need to
understand the transformations, promptly inform the
company’s management and update the company'’s policies
when necessary. You cannot rely on the same set of
practices for 10 years. There will be new developments

Davis Lau FCG HKFCG

every day so you must constantly update your knowledge.
Maintaining a mindset of continuous learning is crucial.’

What was your chosen route to complete the Institute’s
qualifying programme and what advice would you give

to people who are considering qualifying as a Chartered
Secretary and Chartered Governance Professional?

‘| obtained a master’s degree in Professional Accounting
and Corporate Governance from City University of Hong
Kong, which is tailored for non-business school students. It
was well suited to my level and, by following the curriculum,
| was able to acquire the necessary knowledge. | didn’t
have to allocate time to study for the qualification exams
on my own, so this made it a comfortable approach for me.
| recommend that individuals choose the path that suits
them best. There’s no definitive answer as to whether
taking exams or pursuing part-time education is better. The
best option is the one that aligns with your own individual
needs and preferences.’

As a member of the younger generation, how do you

think governance will evolve in the future and would you
recommend a career in governance to others?

‘| believe this industry has promising prospects. In the new
economy and with the rapid development of technology,
there will inevitably be an increase in corresponding
regulatory requirements. For example, last year Hong
Kong'’s Securities and Futures Commission introduced a
new licensing regime for virtual asset trading platforms.

In the future there will undoubtedly be an increased
demand for governance professionals. Furthermore,
corporate governance is not limited to company secretarial
work - compliance and ESG are also integral aspects of
governance. You can choose to develop in the direction
that most interests you, as there isn't just one path to take.
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CGj Institute News

Professional Development

Seminars: January 2024

11 January

Proposed amendments
to treasury share Listing
Rules

Chair: Wendy Ho FCG HKFCG(PE), Institute Council
member, Professional Development Committee
Chairman and Professional Services Panel member,
Mainland China Technical Consultation Panel
member and AML/CFT Work Group member, and
Executive Director, Corporate Services, Tricor
Hong Kong

Speakers: Billy Wong, Partner, Morgan, Lewis & Bockius; and
Polly Wong FCG HKFCG(PE), Company Secretary
and Group Financial Controller, Dynamic Holdings
Ltd (panellist)

18 January

Overview of governing
rules on A and H shares:
enhancing collaboration
and mitigating risks for
governance professionals
in Hong Kong

Chair: Wendy Ho FCG HKFCG(PE), Institute Council

member, Professional Development Committee
Chairman and Professional Services Panel member,
Mainland China Technical Consultation Panel member
and AML/CFT Work Group member, and Executive
Director, Corporate Services, Tricor Hong Kong

Speakers: Xu Min, Partner, and Tom Chau FCG HKFCG, Institute
Vice-President, and Partner, Haiwen & Partners
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23 January

Legal and governance
practices impacted by
generative Al: what
directors and governance
professionals need

to know

Chair: Mohan Datwani FCG HKFCG(PE), Institute Deputy
Chief Executive
Speakers: Cermain Cheung, Consultant, Oldham, Li & Nie;
Benjamin Choi, Managing Director, and Arthur
Chan, Consultant, OLN IP Services Ltd

25 January
Debunking tax myths of
the company secretary

Chair: Susan Lo FCG HKFCG
Speaker: Henry Kwong, Senior Tax Advisor, ONC Lawyers

29 January
International business
collaborations: startup

Chair: Edith Shih FCG(CS, CGP) HKFCG(CS, CGP)(PE),
Honorary Adviser to Council, Past International
President and Institute Past President, Mainland
China Affairs Committee member, Nomination
Committee member and Governance Professionals
Panel member, and Executive Director and Company
Secretary, CK Hutchison Holdings Ltd



CGj Institute News

Speakers: Gillian Meller FCG HKFCG(PE), Institute Past
President, Nomination Committee Chairman and
Governance Professionals Panel Chairman, and
Legal and Governance Director, MTR Corporation
Ltd; and Amar Gill, Secretary General Designate,
Asian Corporate Governance Association

ECPD seminars/Videos on Demand

ECPD training is organised by the Institute to facilitate its
members and other governance professionals to acquire
governance knowledge, corporate secretarial skills, and
related thought leadership and best practices.

In addition to in-person seminars, ECPD training is
delivered via live webinars or pre-recorded videos for
maximum accessibility and flexibility.

Details of the Institute’s forthcoming ECPD seminars and
ECPD Videos on Demand are available in the Professional
Development section of the Institute’s website:
www.hkcgi.org.hk.

For enquiries, please contact the Institute’s Professional
Development Section: (852) 2830 6011, or email: cpd@

Membership

hkcgi.org.hk.

New Associates

The Institute would like to congratulate our new Associates listed below.

Cao Xiushan

Cao Xue

Chan Ching Hi

Chan Chung Yi

Chan Hau Pui, Pegky
Chan Hiu Ching
Chan Lap Chun, Jason
Chan Lin Yu

Chan Tsz Hin

Chen Xin

Chen Xigin

Cheng Wang Yan
Cheung Man Yung
Cheung Shu Kiu

Cho Yi Hsien

Chong Ching Kin
Gao Li

Gao Wenhuan
Guo Ying

Ho Chun Yin, Johnny
Ho Pan

Ho Tsz Ying

Ho Wing Yin

Ho Yin Shuen
Huang Jiamin
Huang Xinyun
Hui Ka Man

Hui Wing Yan
Hung Wai Man
Jiang Zheng

Kar Pik Ying

Kong Wai Ying
Kwok Sing Yin, Karis
Lam Lai Yan

Lam Mei Tsz

Lau Ka Ming

Lau Yin Kwan

Law Kin Lung

Law Wan Sze

Lee Ching Hung

Lei Nelson

Lin Pingping

Luk Shue Wah, Sherman
Ma Rongkun

Mak Nga Wun

Meng Yangzi

Ng Claudia Wai Ying
Peng Yunlu

Poon Yun Kwan
Shen Jinjin

Shi Huangao

Shi Junzheng

Song Gegian

Song Yu

Tang Hiu Tung

Tang Pik Yan, Bonnie
Temir Sema Sky
Ting Kai Xian

To Kit Wa

Tsui Hoi Yan
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CGj Institute News

Membership (continued)

Wang Yanni Wong Tsz Ching Yeung Gar Lai, Calia Yu Xinchun
Wang Yanyan Wun Tsz Yan Yeung Kit Yan, Theresa Yuan Quan
Wong Chi Him Xiao Meiru Yu Ho Yin Yue Feiya
Wong Ching Yi Xu Haiyan Yu Kin Wai Zhang Dingran
Wong Sze Wing Xu Hua Yu Pui Ki Zhu Luzhen
New graduates
The Institute would like to congratulate our new graduates listed below.
Cheng Wing Ming Lau Chun Tung Lee Kwun Lam Wong Ka Chun
Duan Zeping Law Tak Lok, Owen Shi Meng Yiu Ka Chi
Membership activities: January 2024
20 January 27 January

Fun & Interest Group - self-service baking experience workshop

Wellness series: B H5/\ER RS S

Forthcoming membership activities

13 April 2024 10.30am-12.30pm Fun & Interest Group - hand drip coffee workshop

For details of forthcoming membership activities, please visit the News & Events section of the Institute’s website: www.hkcgi.org.hk.
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Advocacy

CGj Institute News

Resilience in Governance - the
Institute celebrates 75 years in
Hong Kong

Over 400 government officials,
regulators, members and friends of
the Institute gathered to celebrate
at a cocktail reception, under the
theme of Resilience in Governance,
on 31 January 2024. As the Guest
of Honour, The Honourable Paul

Chan Mo-po, GBM GBS MH JP,
Financial Secretary of the HKSAR
Government, and Fellow of the
Institute, delivered the welcoming
speech, which covered a wide variety
of topics and was well received.

At the celebration, Edith Shih FCG(CS,
CGP) HKFCG(CS, CGP)(PE), Honorary
Adviser to Council, Past International

YEARS

ANNIVERSARY

AMNIVERSARY

President and Institute Past President,
awarded The Hong Kong Chartered
Governance Institute Prize (HKCGI
Prize) 2023 to Dr Anthony Neoh

QC SC JP FCG HKFCG, who then
delivered a motivational speech.

The Institute would like to thank

everyone who has contributed to the
success of the organisation.
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Advocacy (continued)

HKCGI Prize 2023

The Institute is delighted to announce that The Hong Kong Chartered Governance Institute Prize (HKCGI Prize) 2023 has
been awarded to Dr Anthony Neoh QC SC JP FCG HKFCG, in recognition of his significant contributions to the Institute’s
development and representation of governance professionals over a substantial period of time.

Dr Anthony Neoh QC SC JP FCG HKFCG: awardee of the HKCGI Prize 2023

Dr Neoh is a senior member of the Hong Kong Bar,
having begun his practice in 1980 and taken silk in 1990,
focusing on international commercial and investment
arbitration, as well as domestic and cross-border
financial regulatory and market issues. He is currently
Head of Chambers of the Chambers of Anthony Francis
Neoh QC SC JP, and is an internationally recognised
expert in financial regulation and risk management.

Dr Neoh has been a Fellow of the Institute and of The
Chartered Governance Institute since 2000. He was

an Institute Council member from 2001 to 2003 and

a member of the Corporate Governance Panel from
2001 to 2002. He has been a popular speaker at many
of the Institute’s conferences and seminars, including
the biennial Corporate Governance Conference in

2008, 2014 and 2016. His wealth of knowledge and
experience of legal and governance practices has proved
invaluable over the years in facilitating close cooperation
between the Institute and Mainland regulators, as well
as in providing advice on promoting the governance
profession in both Hong Kong and the Mainland.

Significant achievements of Dr Neoh'’s distinguished
career include being appointed as Assistant Director
of the Independent Commission Against Corruption
(1976-1979) and, more recently, as Chairman of the
Independent Police Complaints Council (2018-2021).
During his tenure as a member of the Hong Kong
Stock Exchange Council from 1991 to 1994, Dr Neoh
formulated the legal framework for the listing of
Mainland enterprises in Hong Kong. He then served
as Chairman of the Securities and Futures Commission
from 1995 to 1998, after which he was invited to take
on the role of Chief Advisor to the China Securities
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Regulatory Commission (CSRC) from 1998 to 2004,

during which time he provided valuable advice on the
legal and governance structure of CSRC to supervise
and administer the securities market in the Mainland.

Dr Neoh has also served as an independent non-
executive director of several listed companies, and

as a Council member of various universities in Hong
Kong and the Mainland. In view of his exceptional
contribution to the legal and governance professions,
he has been awarded with a number of honorary
degrees and titles from diverse universities and
institutes. He is a Fellow of the Hong Kong Academy of
Finance, Honorary Fellow of the Hong Kong Securities
and Investment Institute and an Academician of

the International Eurasian Academy of Sciences. Dr
Neoh was a recipient of the CFA Institute Award for
Outstanding Contribution to International Financial
Services in 2009.




CGj Institute News

Chengdu Financial Supervisory Bureau visits the Institute
On 25 January 2024, the Institute was honoured to welcome the Deputy Director of the Chengdu Financial Supervisory
Bureau and his delegation, consisting of 11 regulators and senior management of corporations based in Chengdu.

The meeting was hosted by Institute representatives Edith Shih FCG(CS, CGP) HKFCG(CS, CGP)(PE), Honorary Adviser to
Council, Past International President and Past President, Ernest Lee FCG HKFCG(PE) Immediate Past President, Natalia
Seng FCG HKFCG, Past President, and Ellie Pang FCG HKFCG(PE), Chief Executive.

Guidelines on Practices of Directors of Mainland Companies Listed in
Hong Kong

On 5 February 2024, the Institute, in collaboration with DLA Piper, published the
Guidelines on Practices of Directors of Mainland Companies Listed in Hong Kong (the
Guidelines).

The Guidelines summarise the key points of complex laws and listing rules relevant to
Hong Kong listed companies to help directors and board secretaries comply with their
legal and regulatory obligations. Information in the Guidelines applies to all Mainland
companies listed in Hong Kong, including H share and red chip companies.

CG;j has gone paperless and eco-friendly from January 2024
Our latest eCGj is now available. Visit our newly launched eCGj website now: https://cgj.hkcgi.org.hk.
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CGj student News

Chartered Governance Qualifying Programme (CGQP)

November 2023 examination diet
The results of the November 2023 examination diet, as well as the examination papers, mark schemes and examiners’

reports, were released on 27 February 2024. The closing date for examination results review applications was on 12
March 2024.

June 2024 examination diet timetable
The June 2024 examination diet of the CGQP is open for enrolment from 1 February to 28 March 2024. All examination
enrolments must be made online via the Login area of the Institute’s website.

Week one
Date/Time 11 June 12 June 13 June
Tuesday Wednesday Thursday
9.15am-12.30pm* Hong Kong Interpreting Financial Corporate Secretaryship and
Company Law and Accounting Information Compliance
Week two

Date/Time 17 June 18 June 19 June 20 June

Monday Tuesday Wednesday Thursday

9.15am-12.30pm* Corporate Governance Strategic Management  Risk Management Hong Kong Taxation

Boardroom Dynamics

* Including 15 minutes reading time (9.15am-9.30am).
The Institute reserves the right to change the dates and details without prior notice.

For enquiries, please contact the Qualifications and Assessments Section: (852) 2830 6010, or email: exam@hkcgi.org.hk.

Learning support
The Institute provides a variety of learning support services for students to assist them with preparing for the CGQP
examinations.

CGQP examination technique workshops

The three-part examination technique workshops for the CGQP June 2024 examinations will be held online between April
and mid-May 2024. In parts one and two, students will attend a 2.5-hour online workshop and receive one take-home mock
examination paper. In part three, students who have attended and submitted their answers to the mock examination paper
will receive feedback and further guidance. The enrolment deadline is 28 March 2024.

For details, please visit the News & Events section of the Institute’s website: www.hkcgi.org.hk.

March 2024


mailto:exam@hkcgi.org.hk
http://www.hkcgi.org.hk

CGj student News

Call for support: Student Ambassadors Programme internship 2024

The Institute’s Student Ambassadors Programme (SAP) 2023/2024 serves as a platform for local undergraduates to better
understand what a career in governance entails. The internship programme under SAP aims to provide participating
undergraduates with an opportunity to experience the business operations and working environment of a governance
professional, as well as to explore their future career paths.

The Institute is inviting companies and organisations to offer job opportunities - including summer internship positions, as
well as part-time and full-time jobs - to the student ambassadors.

The summer internship period usually runs from June to August, with flexibility for an intern period of up to a maximum of
eight weeks. Full-time offers will be applicable to final year undergraduates.

For enquiries, please contact Kathy Leung: (852) 2830 6001, or email: kathy.leung@hkcgi.org.hk.

Studentship activities: January 2024

20 January 25 January
Student Ambassadors Programme: T - PARK guided tour Student Ambassadors Programme: Asian Financial Forum
guided student tour

Forthcoming studentship activities

20 March 2024 7.00pm-8.00pm Student Gathering: sharing from outstanding students in the CGQP examinations

For details of forthcoming studentship activities, please visit the News & Events section of the Institute’s website: www.hkcgi.org.hk.
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CGj student News

Notice

Update of the CGQP study Featured job openings

materials

The online study materials for the

following CGQP module have been Computershare Officer, Governance Services

updated and are available on the Frank Wong & Co Company Secretarial Officer [5-day work]

PrimeLaw online platform. The Hong Kong Chartered Officer, Membership and Student Registration
Governance Institute Section (Ref: MEM2024-02)

H K C L

* ong fong Lompany Law The Hong Kong Chartered Senior Officer/Officer, Marketing and

Governance Institute Communications (Ref: MKT 2023-04)

These updates will apply to the CGQP
June 2024 examinations and onwards. For details of job openings, please visit the Job Openings for Governance Professionals
section of the Institute’s website: www.hkcgi.org.hk.

For details, please visit the Online
Study Materials page under the
Learning Support subpage of the
Studentship section of the Institute’s
website: www.hkcgi.org.hk.

CH/ARTERED
GOVERNANCE

Hong Kong

Effective Governance Professionals
Online Recruitment Platform

4 = L
Your direct source for: J O B S E ARC H

. Reaching out to, and
. Building brand with

10,000 qualified and to-be-qualified Chartered
Secretaries and Chartered Governance Professionals.

Advertise your vacancy in our
Jobs in Governance section on
www.hkcgi.org.hk/job or scan:

For enguiries, please contact HKCGI Secretariat at marketi hkegi.org.hk, or (852) 2881 6177
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CGj Bulletin Board

New GHG emissions calculation and estimation tools

On 21 February 2024, the Green and Sustainable Finance
Cross-Agency Steering Group (Steering Group) and The
Hong Kong University of Science and Technology launched
two greenhouse gas (GHG) emissions calculation and
estimation tools to facilitate sustainability reporting by
corporates and financial institutions in Hong Kong.

With clearly disclosed methodologies and data sources, the
tools are intended to enhance the availability and quality
of sustainability-related data in the real economy and to
support decarbonisation efforts by the private sector. The
tools include:

e acalculation tool that enables users, especially small
and medium-sized enterprises, to calculate their own
GHG emissions based on actual activity levels, and

e an estimation tool that enables users, primarily
financial institutions, to estimate the GHG emissions of
their investees or borrowers where data of underlying
companies is limited.

The tools will be available for free public access on

the revamped website of the Steering Group (https://
sustainablefinance.org.hk). This website, also launched

on 21 February, is intended to be a one-stop green

and sustainable finance information hub for financial
institutions, corporates and the general public. In addition
to the new tools described above, the website includes the
key enhancements described below.

Sustainability Disclosure e-Portal: the Climate and
Environmental Risk Questionnaire for Non-listed companies
(Questionnaire) has been digitalised. The Questionnaire is
an easy-to-use template developed and launched in 2022
by the Steering Group and CDP Worldwide (a widely used
global non-profit organisation that runs an environmental
disclosure system for companies, cities, states and regions)
to help corporates, particularly small and medium-sized
enterprises, get started in sustainability reporting. The
digitalisation facilitates reporting and will support broader
consent-based data sharing between corporates and
financial institutions.

Centralised sustainability data and information:
sustainability- related data, regulation, news and events,
training and internship opportunities will be featured on
the Steering Group website with user-friendly browsing and
search functions.

The Steering Group, established in May 2020, aims to
coordinate the management of climate and environmental
risks to the financial sector, accelerate the growth of green
and sustainable finance in Hong Kong, and support the
government’s climate strategies. It will continue to enhance
its website to support Hong Kong’s decarbonisation efforts
and role as a regional and global green and sustainable
finance hub.

More information is available on the Steering Group’s website:
https://sustainablefinance.org.hk.
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Virtual asset regulation in Hong Kong - moving to the next phase

Virtual asset trading platforms

On 5 February, the Securities and Futures Commission
(SFC) issued a press release urging investors to check the
regulatory status of virtual asset trading platforms (VATPs).
The SFC reminds investors to trade virtual assets only

on SFC-licensed VATPs. If they are not certain about the
regulatory status of the VATP they are currently dealing
with, they can check the SFC’s lists of VATPs on its website.

In particular, investors should check whether a VATP is on
the ‘list of licensed virtual asset trading platforms’ or on the
‘list of virtual asset trading platform applicants’. VATPs on
the first list are formally licensed by the SFC. VATPs on the
second list include VATPs operating in Hong Kong that have
submitted licence applications to the SFC on or before 29
February 2024.

The transition period, set up under the licensing system for
VATPs, which commenced operation on 1 June last year,
closed on 29 February this year. Under the Anti-Money
Laundering and Counter-Terrorist Financing Ordinance
(AMLO), VATPs must have submitted a licence application
to the SFC by 29 February 2024 in order to continue
operating in Hong Kong on or after 1 June 2024.

Under the AMLO, it is a criminal offence for VATPs that
were not carrying on a business of operating a virtual asset
exchange in Hong Kong before 1 June 2023 to carry on
their businesses in Hong Kong, or actively market their
services to Hong Kong investors on or after 1 June 2023,
without a licence. It is also a criminal offence for VATPs that
have not submitted a licence application to the SFC by 29
February 2024 to continue operating in Hong Kong on or
after 1 June 2024.

The SFC also reminded the public that the applications
submitted by applicants on the ‘list of virtual asset trading
platform applicants’ are still being processed and they may
- or may not - be approved. Where these applicants are
not eventually granted licences, they will be required to
close down their businesses in Hong Kong and their names
may be placed on the ‘list of closing-down virtual asset
trading platforms’.
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OTC trading of virtual assets in Hong Kong

In a related development, the Financial Services and the
Treasury Bureau (FSTB) has published a consultation paper
on its proposed licensing regime for providers of over-the-
counter (OTC) trading services of virtual assets.

OTC venues, such as physical shops or online platforms,
played a role in some fraud cases involving unlicensed
VATPs last year. The government proposes to regulate OTC
services under the AMLO to reduce money laundering

and terrorist financing risks and safeguard investors. The
proposals would:

e require any individual conducting a business that offers
spot trading services for any virtual assets in exchange
for money in Hong Kong to obtain a licence from the
Commissioner of Customs and Excise (CCE)

e encompass all virtual asset OTC services, regardless of
whether they are provided through a physical location
and/or other platforms

e grant powers to the CCE to oversee the anti-money
laundering and counter-terrorist financing practices of
licensees, and to enforce the statutory and regulatory
requirements under the new regime, and

e establish a transitional arrangement to facilitate the
smooth implementation of the regulatory framework.

More information is available on the websites of the SFC
(www.sfc.hk) and FSTB (www.fstb.gov.hk).
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Meet our all-new long-distance leader. Reaching 8,000 nm/14,816 km'
at Mach 0.85, the Gulfstream G800™ takes you farther faster, guided
by the award-winning Symmetry Flight Deck.

&
Gulfstream’

A General Dynamics Company

NBAA IFR theoretical range at Mach 0.85 with 8 passengers, 4 crew and NBAA IFR reserves. Actual range will be affected by ATC routing,
operating speed, weather, outfitting options and other factors. All performance is based on preliminary data and subject to change.



