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Dynamic Features Designed for Plug & Play

The Issuer Portal offers a wide range of functions that allow you to:

I View, analyse and download I Streamline the appointment of

real-time shareholder reports key persons

I Access in-depth ownership data I Manage board and shareholder
of peers and across industries meetings
Browse the latest analyst reports Exchange and store documents
and market news on a fully secure platform
Perform sentiment analysis with Stay connected with Tricor team
the Al-powered news and social for timely support on the
media listening service cloud-based communication

platform
® Partner of 1,500+ listed issuers,  ® A top company secretarial ®» A leader in digital corporate

with market share over 50% service provider governance
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CS President’s Message

would like to devote my message this
month to the significant step forward our
Institute has taken with the adoption of
its new name - The Hong Kong Chartered
Governance Institute FBNTEIBNE
(HKCGI).

On Thursday 15 July 2021, both
resolutions tabled at our hybrid General
Meeting (GM) were passed. The first,
relating to the adoption of our new

name, received 88.7% of the votes cast.
The second, relating to the adoption of
new Articles of Association to reflect the
new name, received 89.5% of the votes.
Consequently, the new name took effect
on 20 July 2021, and the new acronym has
now been adopted for our website address
(www.hkegi.org.hk) and Secretariat email
addresses (ask@hkegi.org.hk).

Readers of this journal will be aware that
the name change was really a question
of putting an official seal on a transition
already largely complete. Our Chartered
Governance Qualifying Programme
(CGQP) was launched in January 2020,
and our dual Chartered Secretary and
Chartered Governance Professional (CS/
CGP) designation already extends to all
members of our Institute. Nevertheless,
the change of name will have no small
significance for members of our Institute
and profession.
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Firstly, externally, there will be a clearer
message for stakeholders about what
we do and the values we stand for. In
this regard, there is still work to do. We
have embarked on a rebranding exercise
and website revamp to take advantage
of this opportunity to ensure that our
communications going forward are
aligned with the higher purpose of

our Institute and profession. Secondly,
internally, we are now fully aligned with
our international body and its other
divisions around the world, most of
which have already become governance
institutes. Even more importantly, the
mindset of our membership has already
embraced our evolution into the wider
realm of governance.

We should bear in mind, of course, that
11% of members who attended our

GM last month voted against the name
change. For any members nervous about
our profession turning away from the
130-year heritage we have as Chartered
Secretaries, | would emphasise that the
name change does nothing to diminish
that heritage, rather it builds on it.

The requlatory duties and day-to-day
responsibilities of company secretaries
are written into Hong Kong's regulatory
and legislative regimes. That will

remain unchanged. What will change
going forward is the recognition of the

significance of those duties and how they

are complementary to the work of other
governance professionals.

Before | go, | would like to thank all
members who attended and voted at
our GM last month, and

all members who have worked on our
name change project over the last four

years, in particular the members of the
working group set up in January 2016
whose work culminated in the proposed
name now adopted.

With that | leave you to another edition
of our journal. This month, CSj addresses
the very timely theme of the way
technology is changing our roles and
governance itself. Nothing stands still in
the world of business and the role of the
company secretary, as with the roles of
all governance professionals, will have
to adapt to the tech-driven changes
now underway. A key takeaway of this
edition, however, is that while tech tools
are making our work more efficient, the
higher purpose of our profession has never
been more important and relevant to the
organisations that employ us. Suffice

it to say, that higher purpose, since 20
July 2021, is now better reflected in our
Institute's name.
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CS Cover Story

Technology is now more central to the strategy and operation

of organisations than ever before. CSj looks at what impact this
is having on governance practices and on the roles of Chartered
Secretaries and Chartered Governance Professionals (CS/CGPs).

f there were any doubts about

whether companies needed to speed
up their adoption of new technology,
then Covid-19 has given a clear answer.
Many of the big tech companies were
already, of course, taking full advantage
of the opportunities presented by new
technologies, such as artificial intelligence
(Al), blockchain, data analytics and the
internet of things, but Covid-19 has
resulted in a dramatic levelling up of the
use of technology across all companies
and industries.

‘A new tech-heavy and tech-savvy
organisation, consumer and governance
model is emerging’, says Dr Jag Kundi,
an Adjunct Professor at City University
of Hong Kong, who specialises in
governance, fintech and big data.
‘Moreover, a shift back to the analogue
way of doing things prior to the
pandemic is not happening: He cites
the widespread retention of some form
of remote working even as lockdowns
are being lifted or reduced as a good
example of this.

Highlights

A study by tech giant Microsoft - the 2021
Work Trend Index - found that

65% of Hong Kong business leaders

plan to redesign offices in such a way as to
accommodate both in-office and remote-
working arrangements. Furthermore, close
to two out of three full-time employees
interviewed from more than 1,000
companies said they want remote work
options to remain after the pandemic ends.

‘The reason why companies are not rolling
back the tech innovations introduced
during the pandemic is not hard to see’,
says Lennard Yong, Group CEQ, Tricor
Group. Companies pushed further along
the digitalisation path by Covid-19 have
discovered the benefits this has had for
their strategy and operating efficiency.

There is a very high risk today to not being
digitalised; Mr Yong says. '‘Companies that
focus on the risks involved should also
consider the risks of not being digitalised.
Have they thought about their ability to
run their next annual general meeting
(AGM), for example, if their local health

® anew tech-heavy and tech-savvy organisation, consumer and governance
model is emerging and companies cannot afford to be blindsided by

this trend

e setting up technology-focused subcommittees of the board will help speed
up and focus the boards' adaptation to tech challenges

e compliance is moving into the digital space via RegTech, and, as it does so,
real-time, on-demand reporting will increasingly become the norm
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It is both an exciting, but equally
a challenging time, to be a
governance professional .
will move away from the heavy
compliance basis it has today, to a
more strategic, value-adding role.

authority announces a total ban on
gatherings and puts travel bans in place?'
He predicts that the next few years will
continue to see a greater uptake of new
technology platforms for AGMs and
business communication.

Technology and the boardroom
Navigating the current technology
landscape requires having your board

in the driving seat adapting to the
challenges that this brings. When the
board is up to speed with technological
changes, better direction from the top
cascades down to the different business
units, points out Christine Chung FCG FCS,
Company Secretary, AIA Company Ltd.

'If board members think the company
needs to invest in technology, they can
set technology as a strategic priority and
steer management in the right direction
to drive technology implementation
across the business, Ms Chung says.

This has obvious implications for the
board's composition and skills matrix. She
points out that, while directors do not
necessarily need to be technology experts,
they do need to have a much deeper
understanding of technological trends
and their implications for the business -
not only to mitigate the potential risks but

August 2021
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also to direct the business to capture the
opportunities that these trends will bring.

Philip Miller FCG FCS, Institute

Education Committee member, Technical
Consultation Panel (TCP) member,
TCP-Technology Interest Group member,
Deputy Corporation Secretary and Deputy
Regional Company Secretary, Asia-Pacific,
The Hongkong and Shanghai Banking
Corporation Ltd, emphasises the role
governance professionals can play in
ensuring that directors individually, or the
board collectively, receives briefings and
information to develop their understanding
of leading areas of technology. ‘A board
should have a clear line of sight of
developments in the area of technology,
and who are the key members of
management leading these technological
initiatives and responsibilities, he says.

As with any major change to the status
quo, however, governance professionals
should not assume that all directors will
be willing passengers in this journey.
‘Technology is about change, it's not about
maintaining the status quo, but rather
about being adaptable and flexible; Dr
Kundi points out, and in this context the
age and background of board members are
important factors.

The 2018 Hong Kong Spencer Stuart
Board Index found that the average age
for board members in the Hang Seng
Index was 61 years old, and the average
age of independent non-executive
directors (INEDs) was 65. ‘Coming from
an older generation would likely impact
directors' awareness of the commercial
impacts of technology, Dr Kundi says.

When you add to this other factors such
as infrequent board meetings (boards
in Hong Kong typically meet on average
three to four times a year) and the

fact that not all board members will

be present at every meeting, it quickly
becomes apparent that boards are often
not optimally positioned to respond

to fast-moving tech developments.

Dr Kundi believes that setting up a
technology-focused subcommittee of
the board will help speed up and focus
boards' adaptation to tech challenges.

‘Some of the smarter boards are looking
at setting up a fintech committee, he
says. 'We already have environmental,
social and governance (ESG) committees
and | see no reason why there can't

be a subcommittee for some of these
new technological areas that can meet
as and when needed. A smaller group



of directors will be able to deal with
challenges more immediately:

Embracing tech-driven change

In addition to helping directors

remain open to technological change,
governance professionals themselves
need to adopt this mindset, both in
terms of how technology will change
the organisations they work for and the
impact it will have on their own roles.

Some practitioners may argue that
technology is not within their
jurisdiction - particularly when their
organisation has officers dedicated

to overseeing the tech agenda such

as chief technology officers (CTOs).

Mr Yong emphasises, however, that
directors and managers will appreciate
company secretaries ‘stepping up' to
help the board or the CEO by pushing
for technological change in their line
of work, even where the organisation
has a CTO. 'A company secretary

can, for example, push for the use

of a technology platform to improve
the efficiency of board meetings so
that directors don't have to waste

time shuffling paper. The CTO in any
organisation will have many hundreds of
technology projects to consider and the
last thing on their minds will be how to
digitalise the board meeting, he says.

Once again, however, addressing
resistance to tech-driven change is

an issue that has to be grappled with.
Within the profession this may be partly
motivated by a fear that technology

will end up automating governance
entirely. This prospect may seem to be
out of science fiction, but there have
already been experiments with creating
self-governing organisations called
decentralised autonomous organisations.

| think the most important thing is to
view technology as a great opportunity,

it shouldn't be seen as a threat, Mr Miller
says. 'From a governance professional
perspective, it can help increase the
efficiencies of the administrative areas of
the work. There are areas in which greater
automation might be introduced, but
organisations will always need experienced
professional governance advisers dedicated
to supporting the board - that's not going
to be replaced by technology, it will only be
made more efficient and effective’

CS Cover Story

Ms Chung makes a similar point - having
the right mindset and proactive attitude
to technology will be essential for the
governance professionals of the future,
she says. Tech tools have already become
embedded in many governance processes,
she adds. ‘Company secretaries need to
understand tech trends, like the use of
Al, and how they will impact aspects of
their work. Regulators are using Al to
spot potential red flags in listed company
disclosures. Perhaps it will be a new norm
for company secretaries and governance

Can governance be automated?

There has been a lot in the media in recent years about the vulnerability of
different jobs to automation. The reliability of these predictions have been much
in dispute, but the onward march of automation continues apace. Dr Kundi points
out that partial automation is already at work in many different professions. In
the audit sector, for example, the role of a ‘data scientist' is now more common
where data science is used to drive audit processes. ‘The big message is - don't be
afraid of technology, it is an enabler, nothing more; he says.

Ms Chung agrees. 'We need of course to understand how our roles will evolve
over time, but company secretaries are fundamental to good corporate
governance, says Ms Chung. ‘We are the trusted advisers of the board and our
good judgement is not something that can be replaced by technology. Provided
that we continue to enhance our knowledge and skill sets, the value that we
bring to the board will continue!

Dr Kundi adds that, ultimately, there will always be a need for human oversight
of Al to ensure that the right decisions are made, not only from the perspective
of logic, but also from that of ethics. What is right or wrong from a logical
point of view may be very different to what is right or wrong from a moral
point of view. A classic example of this is the dilemma of how to programme
autonomous vehicles (AVs) to minimise the risks of accidents. How should AVs
be programmed in situations where the vehicle needs to swerve either to the
left and hit a 90-year-old woman, or swerve to the right and hit a two-year-
old child?

This is a moral, not a logical, question. So while Al, machine learning and data
analytics are exactly the tools you need to crunch data, spot patterns and
better inform good decisions, you still need an additional level of governance
on top of this to ensure that the right ethical decisions are made.
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organisations will always

need experienced professional
advisers dedicated to supporting
the board - that role is not

going to be replaced by

technology, it will only be made
more efficient and effective

)

professionals to use Al to analyse
regulations and take compliance to the
next level, she says.

How can practitioners prepare?

How should governance professionals
prepare themselves for the changes
outlined above? Mr Yong points out that
technology is already transforming the
work of company secretaries in three
fundamental areas - document storage,
board meeting platforms and hybrid
AGMs. He points out that practitioners
have clear jurisdiction over these areas as
they have always been core functions of
the company secretary's role.

Moving to digital board meeting platforms
and to virtual documentation, not

merely in PDF form but as data that can
be used for analytics, has undisputed
advantages for governance professionals.
This not only helps where directors are
geographically dispersed, but it also allows
practitioners to instantly reply to queries
from management or the board regarding
board discussions and resolutions of the
past. Given that email is prone to security
concerns, Mr Yong also recommends

that companies adopt new platforms for
business communications.
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Another very clear message for governance
professionals is the need for practitioners
to stay up to date with tech changes.

Dr Kundi points out that compliance is
moving into the digital space via requlatory
technology (RegTech), and, as it does

so, real-time, on-demand reporting will
increasingly become the norm. A key

part of the work of anyone involved in
corporate disclosure is therefore likely to
involve the use of real-time data analytics
based on dashboards.

This will lead to much better transparency
for boards but also for companies'
stakeholders. Currently, for example,
most ESG reporting is based on historical
data, but the technology already exists
to capture and measure ESG data
automatically. Sensors can collect, in real
time, data about a company's pollution
levels, and this can be uploaded to the
cloud and analysed on a dashboard
independently of the company. In an
environment where regulators can
publicise this data, ‘naming and shaming'
companies that fall short of acceptable
standards, companies will need to adapt.

From a risk management perspective,
then, companies cannot afford to be

blindsided by the tech developments
described above. Dr Kundi urges
governance professionals to widen their
horizons. The old model of ‘a job for
life' is now outdated and practitioners
who can bring a wider, cross-sector
experience to a job, particularly if this
includes an understanding of the risks
and opportunities flowing from tech-
driven change, will be much in demand.

‘It is both an exciting, but equally a
challenging time, to be a governance
professional; Dr Kundi says. ‘Overall,

the work will become more important
and the use of technology will help this
shift. The role will move away from the
heavy compliance basis it has today,

to a more strategic, value-adding role.
Governance professionals will be looking
more at issues such as how the company
manages its relationships with other
stakeholders, and at the overall strategy
and culture of the organisation. | think
they're going to be coming away from
the backseat of compliance and internal
controls to the front seat of strategy,

Dr Kundi says.

Poo Yee Kai
Journalist
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Implementing a Privacy
Management Programme
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Ada Chung FCG FCS, Privacy Commissioner for Personal Data, Office of the Privacy Commissioner for
Personal Data, Hong Kong (PCPD), advocates for the implementation a Privacy Management Programme
as a vital part of a company's commitment to good corporate governance and to gain customers' trust.

ith the exponential growth of

digitalisation in the past decade,
the collection and use of personal data
has become of unprecedented importance
for most businesses, especially those who
provide online services and products. As
Jack Ma, co-founder of Alibaba Group,
puts it, 'We collect data from selling
things. Data is the most valuable asset of
Alibaba (B )R iR SARTEURER IR -
IR ERE&KNME)

Other than requesting greater
transparency, customers nowadays expect
companies to clearly inform them of how
their personal data, once collected, will
be used and for what purpose. It is self-
evident that the importance and priority
that a company places on the handling
of personal data privacy directly affects
the confidence and trust that customers
have in the company and, in turn, the
competitive edge of the company.

Against this background, my office,
PCPD, advocates that companies should
develop their own Privacy Management
Programme (PMP) and appoint a

Data Protection Officer in order to
institutionalise a proper system for the
responsible use of personal data that is
in compliance with the Personal Data
(Privacy) Ordinance (the Ordinance), Cap
486 of the Laws of Hong Kong. Starting
from the boardroom, companies should
embrace personal data protection as
part of their corporate policies and
culture, and apply it as a business
imperative throughout the company.

A PMP can help companies gain trust
from customers and other stakeholders.

With trust garnered, companies will

be rewarded with loyalty from their
customers and business partners, which
is all the more important in a fast-
changing business environment.

Directors have a unique and pivotal
role in implementing a PMP as an
essential part of their company's
commitment to good corporate
governance. Implementing a PMP
involves fostering a culture of respecting
and protecting personal data privacy,
which cannot be made possible without
the guidance and leadership of the
directors. Indeed, in the Guide for
Independent Non-Executive Directors,
newly published by the Hong Kong
Institute of Directors, companies are
encouraged to implement a PMP as
one of the drivers for the adoption of
environmental, social and governance
(ESG) management.

Benefits of implementing a PMP

Characterised by the accountability
principle, a PMP is a management

Highlights

framework for the responsible collection,
holding, processing and use of personal
data. With a PMP in place, companies can:

®  minimise the risks of incidents in
relation to data security

® handle privacy breaches effectively
with established procedures and
protocol to minimise the damage
arising from those breaches

®  manage collected personal
data effectively

® ensure compliance with
the Ordinance

® demonstrate the company's
commitment to good corporate
governance and building trust
with customers and relevant
stakeholders, and

® enhance corporate reputation,
competitive advantage and
potential business opportunities.

e the importance and priority that a company places on the handling
of personal data privacy directly affects the confidence and trust that

customers have in the company

e  starting from the boardroom, companies should embrace personal data
protection as part of their corporate policies and culture, and apply it as a
business imperative throughout the company

e directors are effectively the stewards of promoting the success and good
governance of their companies, and this includes ensuring data accountability
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with the ever-rising expectation of customers
and stakeholders regarding the responsible use
of personal data by companies, taking a ‘box
ticking’ attitude to compliance is not sufficient

What are the components of a PMP?
A comprehensive PMP requires
companies to adopt a top-down
approach, strengthen staff awareness
of data privacy protection, and devise
policies and procedures in relation to
the collection, holding, processing and
use of personal data so as to ensure
compliance with the Ordinance, including
the Data Protection Principles specified
in the Ordinance.

A PMP should consist of the following
three sets of components at the minimum:

1. Organisational commitment

®  buy-in from the top

®  appointment of a Data
Protection Officer/establishment
of a Data Protection Office, and

®  establishment of a reporting
mechanism.

2. Programme controls

® personal data inventory with
information on the kinds of
personal data the company
holds and how the personal data
is processed

® internal policies on personal
data handling
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®  risk assessment tools

® training, education and promotion
® handling of data breach incidents
®  data processor management, and

® communication with employees,
customers and stakeholders.

3. Ongoing assessment and revision

® development of an oversight and
review plan, and

®  assessment and revision of
programme controls.

Establishing organisational commitment
is vital

‘Organisational commitment', as a key
component of a PMP, is of particular
relevance and importance to directors.
Directors are effectively the stewards

of promoting the success and good
governance of their companies, and this
includes ensuring data accountability. This
key component of a PMP is explained in
more detail below.

Buy-in from the top

To enhance accountability, a top-down
approach is necessary for companies

to demonstrate their commitment to
fostering a respectful culture for privacy

and a determination to protect personal
data privacy. Under the stewardship of
directors, the PCPD recommends that the
top management should:

e  convey to all staff their support
to cultivate a respectful culture
for personal data privacy and a
commitment to the implementation
of the PMP through staff meetings
or internal circulars

®  appoint a Data Protection Officer

e  endorse the programme controls and
the whole PMP

® allocate adequate resources,
including, but not limited to, finance
and manpower, to implement the
PMP

®  actively participate in the assessment
and review of the PMP, and

® report the progress of the
implementation of the programme to
the board of directors regularly.

It is recommended that directors work
with management to ensure that internal
policies and procedures on the protection
of personal data are followed.

Appointment of a Data Protection
Officer/establishment of a Data
Protection Office

The PCPD recommends that companies
appoint a designated officer as the

Data Protection Officer to oversee the
company's compliance with the Ordinance
and implementation of the PMP. For a
large corporation, the Data Protection
Officer should be a senior executive,
whereas for a small business this can be
the owner or manager.



The Data Protection Officer is responsible
for structuring, designing and managing
the PMP, which involves all relevant
procedures, training, monitoring or
auditing, documenting, evaluating and
other follow-up actions in relation to the
collection, holding, processing and use

of personal data. In large corporations,
understandably more personal data is
collected and used by various departments
and business units. It is therefore
recommended that departmental
coordinators be appointed to support the
Data Protection Officer. Resources should
be channelled to train and develop the
Data Protection Officer as a professional
in the protection of personal data privacy.

Establishment of a reporting
mechanism

Reporting mechanisms are indispensable
for oversight by the board. In this regard,
companies should establish internal
reporting mechanisms, stating clearly the
structure and procedures for reporting the
overall compliance situation, the problems
encountered, the complaints in relation

to personal data privacy received and
incidents of possible data breaches. Other
than regular reports, the management
should also provide exceptional reports
on major risks and anomalies to the

board of directors.

An effective reporting mechanism would
be imperative at times when escalation
of personal data issues is needed, such
as when a major data breach takes
place, or a large number of complaints
relating to data privacy are received. The
mechanism would also help determine
who should be involved, their respective
responsibilities and where the ultimate
decisions should be made. These
personnel could be representatives from
technical, operational, legal and corporate

communications streams. To successfully
implement the reporting mechanism as
one of the key attributes of the PMP, how
and when to escalate should be clearly
defined and explained to employees.
Companies should also document all of
their reporting procedures.

Conclusion

With the ever-rising expectation of
customers and stakeholders regarding
the responsible use of personal data

by companies, taking a 'box ticking'
attitude to compliance is not sufficient.
The protection of personal data privacy
should no longer be seen and merely
managed as a compliance issue. After

all, doing the least to comply with the
legal requirements is not the cure, nor

is it the global trend anymore. Instead,
companies should also observe good data
ethics and should consider the subject
from a broader perspective, bringing the
concept of customer centricity into the
business equation. The commitment of
directors and management is paramount
in building and maintaining a PMP so as
to ensure that privacy is built in by design
in initiatives, programmes or services, and
data protection is practised throughout
the company. Such a proactive approach

CSJ In Focus
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directors have a unique
and pivotal role in
implementing a PMP
as an essential part

of their company’s
commitment to good
corporate governance

)

would lead to a win-win outcome for
companies, their customers as well as
other stakeholders.

Ada Chung FCG FCS
Privacy Commissioner for Personal
Data, PCPD

For examples and practical
guidance on how to devise and
implement a comprehensive PMP,
please refer to the Best Practice
Guide on Privacy Management

Programme issued by the PCPD.

HEEERR
Privacy Management Programme

HETEnAEs
A Best Proctice Guide -
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Minority shareholders have consistent concerns relating to governance best practice deviations
in Hong Kong. Philip Foo CFA CA, Vice-President, APAC Research and Engagement, Glass Lewis,
discusses some of the common triggers for concern and how to reduce the likelihood of protest

votes at annual general meetings.

nstitutional investors are typically

reliant on companies adhering to sound
governance principles so that boards act
in their interests. Voting at annual general
meetings (AGMs) and other meetings of
shareholders offer a chance for investors to
support proposals that are consistent with
these governance principles, and to protest
and oppose those proposals that are not.

As many institutional investors will

not individually hold a large enough
shareholding, common agreements about
best practice governance principles assist in
the disparate minority shareholders having
common concerns that can be a loud

voice in aggregate. Regulations and best
practice guides from stock exchanges and
regulators can help form those commonly
agreed best practice principles such as
provided by Main Board Listing Rules
Appendix 14 Corporate Governance Code
(the Code). Well-read proxy advice from
global proxy advisers read by many can
also assist in reaching common agreement.

When considering proposals across
global equity markets, we find that

the common deviations from best
practice governance principles differ by
jurisdiction. With respect to Hong Kong,
we from time to time observe issues
under one of four categories:

1. board independence and director
conflicts

2. board, subcommittee and/or director
performance

3. unclear purpose of equity grants to
non-employees, such as contractors,
customers or suppliers, and

4. failure to disclose any limitations of
price and discounts when seeking
general capital-raising mandates.

We encounter many other bespoke issues
worthy of shareholder protest when
considering Hong Kong AGMs, however
we find the above four categories of issues
account for a majority of our concerns. |
discuss these categories of issues, which
often lead to our recommending against
the re-election of directors or against the
general mandate, in more depth below.

1. Board independence and director
conflicts

The Hong Kong Listing Rules require that
issuers must appoint independent non-
executive directors (INEDs) representing

at least one-third of the board. This
threshold is set low enough so that up

to two-thirds of the board can be openly
subject to competition between their
duties to the company and other interests.

Highlights

Notwithstanding that we find this
threshold low, we continue to encounter
boards where the number of directors we
believe to be independent is below the
one-third limit.

We protest directors where the
independence of at least a third of the
directors is not compelling, irrespective
of whether the board has designated the
director as an INED. Typical circumstances
for this difference in independence
classification include:

1. the director is a recent former
executive of the company

2. he/she has a family tie with an
interested party, and/or

3. there have been business
transactions between the company
and the director, or associates of
the director.

The third circumstance in this list is the
most prominent reason for doubting the
independence of an INED in Hong Kong.

® companies should engage with minority shareholders and proxy advisers

e Glass Lewis will oppose directors up for election where the independence of
at least a third of the directors is not compelling

e it will also oppose directors who hold excessive external commitments,

particularly on other listed boards
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We may find ourselves in disagreement
with the board classification of a
director's independence where the board
believes that the risk to independence
has been adequately mitigated due to
the passage of time between a former
relationship with the company, or

that the size of related-party business
transactions are not material or were in
the normal course of business.

We also oppose INEDs performing
material professional services for

the company, or a director related to
someone providing such services, and
we have found that some boards do not
appropriately consider these matters as
giving rise to conflicts of interest.

Boards should consider the thresholds
of their shareholders and their proxy
advisers for these matters when
designating directors as INEDs,

rather than relying on a subjective
assessment. The INEDs are the only
unconflicted stewards of minority
shareholder interests and ultimately it

is the shareholders, perception that will
determine protest votes come AGM time.

A related concern under the topic of
board independence is the presence of
a dominant Executive Chair/CEQ. Under
Code Provision A.2.1 of the Code, the
roles of the chairman and chief executive
should be separate and should not be
performed by the same individual. The
board is ultimately charged with holding
the executive accountable, a difficult
duty when the leader of both the board
and the executive is the same individual.

For boards that insist on providing one
individual with both these roles, we have
concerns that the dominance of this
individual will undermine a freethinking
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board's ability to appropriately hold the
CEQ and other executives accountable.
We require that an INED be designated
and empowered to offset some of this
concentration of power, with a position
such as vice-chair or lead independent
director. In cases where a single individual
holds the Executive Chair and CEO role,
and no independent element among the
board has been empowered to unite the
board when the Executive Chair/CEQ is
conflicted, we will recommend against the
nomination committee.

We encourage companies to consider
this negative view against dominant
individuals. In practice, the dominance of
such individuals will prevent the board
from forming mitigating controls against
them. Shareholders can and should be
expected to be loud on this when it
comes to supporting director elections

at the AGM.

2. Board, subcommittee and/or
director performance

Boards of Hong Kong listed companies
should be expected to comprise a group
of people who are dedicated to the
companies' interests. However, we can
come across two issues that cause us to
doubt whether this is the case. These are:
director absenteeism and subcommittees
that rarely meet.

We will often recommend voting against
directors who fail to attend 75% of board
and committee meetings. Companies
should take care to spell out strong
justification for directors who have
missed a number of meetings due to
reasonable causes outside their control,
for example due to hospitalisation or
bereavement. Where no such disclosure
is made, shareholders are left to assume
negligence of their director duties.

On a similar note, we oppose

directors who hold excessive external
commitments, particularly on other
listed boards. We wish directors to retain
capacity to increase their attention to

a given company in times of crisis and
often find that some directors stretch
themselves across too many boards to do
this effectively. While sitting on multiple
boards may be in the directors' individual
interest, we do not find it is in the
interest of a dedicated board.

Another issue is where key subcommittees,
such as the audit or risk committees,
meet infrequently. These committees

are ineffective if they are inactive, and
infrequent subcommittee meetings is

a question of performance. If an audit
committee meets less than four times per
year, we will typically recommend voting
against the chair or committee chair.

While we can recommend protesting
against directors on more complicated
issues of performance such as legal
disputes, scandals, or misconduct, the
particular issues of performance we
have chosen to discuss above are both
simple and glaring. Companies should be
self-requlating these issues or take the
time to justify why these issues are not a
matter of performance.

3. Equity grants to non-employees
Moving away from issues of the board,
we often find ourselves taking issue
with equity grant proposals at AGMs.
Shareholders typically expect the
purpose of equity grants to be one of
two things:

1. ameans to incentivise employees
with ‘skin in the game', and/or

2. a means to raise capital.
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when issuing equity,
companies need to
consider the dilutive
costs to shareholders
as a material issue

7

However, we find Hong Kong companies
often grant equity to customers or
suppliers and do not provide a compelling
rationale as to why. Without justification,
we are left concerned that the company
is treating shareholder dilution as cheap
financing, and is in effect 'printing shares’
when the company otherwise has the
means to use cash.

Ultimately, the concern is one of
shareholder abuse. When issuing equity,
companies need to consider the dilutive
costs to shareholders as a material issue.
By and large, we recommend against equity
grants to customers or suppliers unless
comprehensive justification is provided.

4. General capital-raising mandates
The final common issue discussed in this
article is with respect to general capital-
raising mandates. Shareholder approval is
needed for certain equity capital raisings
under the Hong Kong Listing Rules.

This required approval is an important
protection for shareholders who are at
risk of having their holdings diluted via
new share issues.

General capital-raising mandates, if
approved by shareholders, allow boards
scope to raise equity capital within certain
limits. However, we often find that these

CSJ Viewpoint

general mandates do not specify the
boundaries around prices or discounts
at which shares could be issued. Price
and discount are obviously a key detail
in whether the capital raising is worth
shareholder dilution. Highly discounted
placements can disfavour shareholders
that are not invited to participate,
resulting in inequitable treatment.

Unless companies disclose reasonable
maximum discounts within general
capital-raising mandates, we will
recommend shareholders oppose approval
of such mandates. Companies must
consider providing shareholders with this
disclosure when asking for approval and
must consider treating their shareholders
equitably when it comes to matters of
shareholder dilution.

Summary

The above issues are the common triggers
for shareholder concern resulting in
protest votes at AGMs. At a very high
level, many of these concerns simply

represent where minority shareholders
rely on the installation and facilitation of
boards that protect their interests with
dedication, while the concerns around
equity issuances represent a plea from
shareholders to boards to consider the
cost of shareholder dilution.

| encourage Hong Kong boards to engage
with their individual shareholders, and
any proxy advisers who cover their
shareholder meetings on these common
issues. By only engaging with significant
or controlling shareholders, boards are
neglecting to hear the interests of the
often quiet majority of shareholders

and may find themselves surprised by a
protest vote at their AGM.

Philip Foo CFA CA, Vice-President,
APAC Research and Engagement
Glass Lewis

Glass Lewis is a provider of
global governance services and
proxy advice.
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Wynne Mok, Partner, Ruby Chik, Associate, Jason Cheng, Associate, and Kathleen Poon, Associate,
Slaughter and May, consider some of the main issues and implications involved in cross-border

insolvency from the point of view of a creditor.

ith the global economic downturn,

businesses may begin to show
signs of insolvency. Indeed, we have seen
an increasing number of applications for
compulsory winding-up processed by the
Hong Kong courts.

If you are a creditor, you will naturally be
concerned with making the right move
when your debtor defaults in repaying
the loan. Situations can be tricky if

the debtor is an offshore company. As
demonstrated in several recent cases
regarding companies listed on the
Stock Exchange of Hong Kong, but
incorporated in other jurisdictions and
with assets and key businesses in the
Mainland, creditors will have to ponder
a number of important issues when
dealing with companies with similar
tiered structures. This article discusses
these issues and considerations.

If your debtor has defaulted in making
payment, you will start to contemplate
your options, one of which might be to
wind up the company. However, there
are issues you should weigh up before
embarking on such a course of action.

Winding up in Hong Kong

Is the debt disputed on substantial
grounds?

In this case, you would rely on the
debtor's inability to pay debts to wind

up the debtor company, in accordance
with Companies (Winding Up and
Miscellaneous Provisions) Ordinance (Cap
32). This is usually established by the fact
that the debtor has failed to settle the

debt within three weeks after it had been
served with a statutory demand.

Before issuing a winding-up petition,
you should, first and foremost, seek
legal advice as to whether the debtor
will be able to raise a substantive
defence. Creditors normally enter into
correspondence with debtors before
issuing a winding-up petition, through
which creditors can draw out any
arguments that the debtors may have
in respect of the debt. If the debtor
advances any credible arguments, you
should think twice before commencing
or even threatening to commence
winding-up proceedings. A winding-up
petition should not be used as a tool
to exert pressure on the debtor to pay,
especially if there is no genuine concern
as to the company's solvency. Otherwise,
the debtor may apply for an injunction
to bar you from issuing a winding-up
petition on the grounds of abuse of
process. As demonstrated in Hung Yip

(HK) Engineering Co Ltd v Kinli Civil
Engineering Ltd [2021] HKCFI 153, you
may be ordered to pay the debtor's costs
on an indemnity basis.

The three core requirements associated
with the winding-up of foreign
companies

You should also assess whether there

are good reasons for the Hong Kong
court to exercise its jurisdiction to wind
up the debtor company, while bearing

in mind that the place of incorporation

is generally deemed to be the most
appropriate forum to wind up a company
by the courts. In this regard, there are
three ‘core requirements' to satisfy:

1. the foreign company must have
a sufficient connection with
Hong Kong

2. there must be a reasonable possibility
that the winding-up order would
benefit those applying for it, and

®  with the increasing number of applications for compulsory winding-up in
the Hong Kong courts, creditors need to think carefully about their options,
particularly when the debtor is an offshore company

® before embarking on a winding-up process, specific issues, such as the
winding-up venue, need to be weighed up, while other options, such as
corporate restructuring or rescue, should also be considered

®  The HKSAR Government and the Mainland's Supreme People's Court have
recently entered into a cooperative arrangement on insolvency proceedings,
while a bill is due to be presented to the Hong Kong Legislative Council in
relation to a corporate rescue procedure with a statutory moratorium

August 2021



CS Technical Update

3. the court must be able to exercise
jurisdiction over one or more
persons in the distribution of the
company's assets.

It should be relatively straightforward

to satisfy the first and third core
requirements if the company is listed, or
has substantial assets and businesses in
Hong Kong, and there is more than one
creditor who is subject to the jurisdiction
of the Hong Kong court.

As for the second core requirement,

the petitioner has to establish that there
is a real benefit in granting the winding-
up order.

The case Re China Huiyuan Juice Group
Ltd [2020] HKCFI 2940 (China Huiyuan)
demonstrates the complication with
meeting the second core requirement in
the case of an offshore company. China
Huiyuan, which was incorporated in

the Cayman Islands and listed in Hong
Kong, had its core businesses and assets
in the Mainland through intermediate
holding companies incorporated in the
British Virgin Islands (BVI) and operating
subsidiaries in the Mainland. A creditor
attempted to wind up this listed company
in Hong Kong. As it appeared that the
laws of the Mainland (the legal position
of which has recently changed - see
section entitled ‘Mainland-Hong Kong
arrangement on mutual recognition of
and assistance to insolvency proceedings'
below), the Cayman Islands and the

BVI did not recognise the appointment
of liquidators by the Hong Kong court
where Hong Kong was not the place of
incorporation, even if the Hong Kong
court were to make a winding-up order,
the Hong Kong-appointed liquidators
would not be able to take control of the
subsidiaries and ultimately reach the
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assets in the Mainland. The second core
requirement was therefore not met.

The creditor in China Huiyuan also sought
to argue that the listed status of China
Huiyuan constituted a real benefit. In
rejecting this argument, Justice Harris
observed that the listed status was
unlikely to have any residual value once
the company was wound up. Justice
Harris reminded future petitioners that
if they wish to rely on a listed status

to meet the second core requirement,
they would have to adduce evidence to
establish a real prospect that the realised
listing of the debtor would produce a
meaningful financial return to creditors.

As shown above, if your debtor does
not have strong connections with Hong
Kong, you should seek advice early on
before choosing the venue to issue a
winding-up petition, bearing in mind
that the satisfaction of the three core
requirements is not a matter of course.

What to do if the company seeks
adjournment of the winding-up

Unlike Hong Kong, many common law
jurisdictions allow 'soft-touch' provisional
liquidation. Soft-touch provisional
liquidators (PLs) are appointed to facilitate
corporate restructuring while the board
maintains the day-to-day management of
the company. The debtor, if incorporated
in one of these jurisdictions, may

appoint soft-touch PLs in its place of
incorporation and seek to adjourn the
insolvency proceedings in Hong Kong.

The court, as illustrated in Li Yiging v
Lamtex Holdings Ltd [2021] HKCFI 622
(Lamtex), would approach the question
of whether to adjourn winding-up
proceedings in Hong Kong in favour of
restructuring as follows:

e  Generally, the place of incorporation
should be the primary insolvency
jurisdiction.

®  However, if the company's centre of
main interest (COMI) is elsewhere,
the court would look at:

0o theextent to which giving
primacy to the place of
incorporation is artificial
by taking into account the
strength of connection of the
company with its COMI versus
the place of incorporation

o  whether the group structure
requires the place of
incorporation to be the primary
jurisdiction to effectively
liquidate or restructure the
group - the appointment of
liquidators in the company's
COMI may not bring about
an effective liquidation of the
company if the company has
assets in jurisdictions which
do not recognise liquidators
appointed by the court of a
place other than the place of
incorporation

o theviews of creditors, and

o the feasibility of the
restructuring plan.

As in Lamtex, the court will not hesitate
to wind up the debtor company if Hong
Kong is the COMI, the creditors support
the winding-up, and the restructuring
proposal lacks specifics and is merely an
attempt to derail the liquidation in Hong
Kong. Further, even if the court initially
adjourned the insolvency proceedings
upon satisfaction of a viable restructuring



plan, as in Re Ping An Securities Group
(Holdings) Ltd [2021] HKCFI 1394, a
winding-up order against the debtor may
still be made in the end if the progress of
the restructuring is unsatisfactory.

Winding up in the place of
incorporation and seeking recognition
and assistance in Hong Kong

If you anticipate difficulties with
satisfying one or more of the three

core requirements discussed above, a
safer course could be to wind up in the
debtor company's place of incorporation.
Liquidators appointed there may then
seek recognition and assistance of foreign
insolvency proceedings from the Hong
Kong courts to avail themselves of the
powers under Hong Kong law, which
include the power to take possession and
control of the company's assets and to
investigate its affairs.

Even if you have every right to wind up
the debtor, you may still wish to explore,
with the debtor, the possibility of a
corporate restructuring or rescue over
simple liquidation. This is especially when
the debtor has a profit-making business
or a business with great potential.

Scheme of arrangement

There is at present no dedicated statutory
corporate rescue mechanism in Hong
Kong. Currently, the only way to effect a
binding debt restructuring in Hong Kong
is by way of a scheme of arrangement
under the Companies Ordinance (Cap
622). A binding compromise on a
company's debts enables the debtor
company to resume operations as a going
concern. If successful, a scheme may vyield
better returns to unsecured creditors than
an immediate liquidation of the debtor.

A foreign company with sufficient Hong
Kong connections may also enter into
such a scheme.

The company would first formulate a
proposal seeking to compromise on the
company's debts. It should then seek the
court's sanction to convene meetings of
creditors and members for approval of
the scheme. The company needs to secure
approval of at least 50% in number,
representing at least 75% in value or
voting rights of each class of the creditors
or members present and voting. Even if
the proposal is approved by the creditors
and members, it should eventually be
sanctioned by the court.

As a creditor, you should note the
following:

e The scheme process may require
substantial time and resources to
bring to fruition.

e There are uncertainties in the
process. Even if the scheme is
approved by the requisite number
of creditors and members, the court
may refuse to sanction the scheme
if the conduct of meetings lacks
procedural fairness, or if the scheme
offends public policy or is ultra
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vires. Dissenting creditors will only be
bound when the scheme is eventually
sanctioned by the court.

e The commencement of the scheme of
arrangement process does not trigger
a moratorium on civil proceedings. (In
contrast, where a PL is appointed or a
winding-up order is made, no action
can be continued or commenced
against the company except with the
leave of the court.) Therefore, before
the scheme is eventually sanctioned
by the court, a dissenting creditor,
even if holding an insignificant
portion of the company's debt, can
bring a claim or wind up the company.

Many businesses in Hong Kong have close
ties with the Mainland. Having a legal
framework for reciprocal cooperation

in insolvency between Hong Kong and
the Mainland has become increasingly
important.

On 14 May 2021, The HKSAR Government
and the Mainland's Supreme People's
Court entered into an arrangement on
mutual recognition of and assistance to
insolvency proceedings (the Arrangement).
The Arrangement provides a mechanism
whereby three pilot courts (Intermediate
People's Courts in Shanghai, Xiamen and
Shenzhen) will consider applications for
recognition of and assistance to insolvency
proceedings commenced in Hong Kong

in respect of companies that have COMI

in Hong Kong for at least six months

prior to application, and which have
principal assets, or business operations or
representative offices, in one of these pilot
areas. Once the Mainland courts recognise
the Hong Kong insolvency proceedings, the
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Hong Kong liquidators, upon application,
may take over the property of the debtor
in the Mainland and investigate the
debtor's affairs. The Mainland courts may
also designate local administrators to
exercise these powers at the request of the
liquidator or the creditor.

Likewise, a Mainland administrator

may apply to the Hong Kong courts for
recognition of liquidation, reorganisation
and compromise proceedings commenced
in the Mainland.

Towards the end of last year, The HKSAR
Government announced that it would
present the Companies (Corporate Rescue)
Bill to the Legislative Council in early 2021
to introduce a corporate rescue procedure
with a statutory moratorium, with the
following terms:

e  Acompany that is insolvent or will
likely become insolvent may initiate
a corporate rescue procedure and
appoint a certified public accountant
or solicitor as the provisional
supervisor. The provisional supervisor
will take over the management of
the company and act as the
company's agent.

®  The provisional supervisor will
have 45 business days to propose a
rescue plan for consideration at the
creditor's meeting and, if approved, to
implement the plan.

® The commencement of the provisional
supervision will bring about a
moratorium (creditors cannot
commence any action against the
company in Hong Kong, subject to
specifically exempted proceedings
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such as criminal proceedings and
employment actions). However,
creditors are not prevented from
pursuing against the debtor in other
jurisdictions.

While it is unlikely that the bill will be
passed in time to apply to the wave of
insolvencies arising from the current
economic downturn, this is still a
significant development that major
creditors should watch out for.

In summary, where you are owed sums by
a defaulting company with an offshore
corporate structure, you should:

e consider whether restructuring
or immediate liquidation would
yield better returns and more
advantageous recovery by
critically assessing the company's
restructuring proposal and its
financial status

® where you find immediate liquidation
is a better route, ascertain, if
possible, that the debtor company
is indeed insolvent and the debt is
not disputed by the company on
substantial grounds before issuing
the winding-up petition

e consider which venue would be
most appropriate for bringing the
insolvency proceedings, in light
of factors such as the corporate
structure of the debtor and the laws
on recognition of foreign insolvency
proceedings of the jurisdictions where
the company's main assets are located

®  bring insolvency proceedings in the
place of incorporation if Hong Kong-
appointed liquidators will not be able

to gain control of the main operating
subsidiaries overseas or otherwise
yield real benefit to creditors

check if there is any extant winding-
up petition issued by other creditors
and, if there is, consider appearing
on the first petition as supporting
creditor, rather than issuing a
separate petition, which would

be viewed unfavourably by the
court, and

prepare for an application of
adjournment by the company in
favour of a restructuring attempt.
In such a case, it is important to
coordinate with other creditors

to assess the credibility of the
restructuring proposal and continue
to pursue the winding up of the
company where the proposed
restructuring is not credible.

Slaughter and May
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Dominic Wai, Partner, ONC Lawyers, explains the underlying

technology behind blockchain and, with the tighter restrictions

on cryptocurrencies being introduced in the Mainland, asks

whether crypto trading is really as anonymous and untraceable

as is sometimes believed.

Introduction

The banning of cryptocurrency trading
in the Mainland can be traced back to as
early as June 2019, during which time
the authorities cited potential money
laundering concerns as the rationale for
their decision. Despite the ban however,
the possession of cryptocurrency was
still very much legal in the Mainland,
leading to a continuation of trade via
various online services despite the
earlier ban. Recently, with the largely
anticipated launch of e-RMB being
within sight, a further crackdown against
cryptocurrency (many believing it to be
in competition with the new e-RMB) can
be seen with the May 2021 statement
issued by CITIC Bank prohibiting its
clients from using their accounts for
Bitcoin transactions.

The rationale behind such a ban was
again claimed to be to maintain the legal

Highlights

status of the national currency, as
well as to prevent money laundering
risks. Shortly after CITIC Bank made
its announcement, a joint statement
was issued by three state-backed
organisations - namely the National
Internet Finance Association of China,
the China Banking Association and the
Payment and Clearing Association of
China - banning financial institutions
and payment companies from
providing any services involving
cryptocurrency, and warning investors
against speculative crypto trading.

But is the alleged money laundering
risk a legitimate concern behind

the ban of cryptocurrency in the
Mainland? To answer this question,
we must first understand the
underlying technology behind major
cryptocurrencies (such as Bitcoin),
specifically that of blockchain.

®  concerns about maintaining the legal status of the national currency and
potential money laundering risks have recently led to a further crackdown
against cryptocurrency in the Mainland

e with blockchain technology, every Bitcoin transaction is publicly broadcast
and is accessible by anyone at any time, and ledger records of cryptocurrency

transactions are immutable

e there are a number of ways to tie Bitcoin addresses to real-world identities,
including through Know Your Client/Anti-Money Laundering policies and

blockchain analysis

August 2021



CS Technical Update

(44

Bitcoin is not
anonymous; it is
simply pseudonymous,
with each and every
transaction recorded
on the blockchain

7

Bitcoin is pseudonymous, not anonymous
There seems to be a widespread perception
that cryptocurrencies like Bitcoin are a

safe haven for criminals since it is claimed
that crypto trading is anonymous and
untraceable. However, in reality, Bitcoin is
not anonymous; it is simply pseudonymous,
with each and every transaction recorded
on the blockchain (thus in fact enhancing
traceability - a feature that cash is unable
to accomplish).

Using blockchain technology, every Bitcoin
transaction is publicly broadcast on the
Bitcoin blockchain, accessible by anyone
at any time. The fact that the ledger of
the cryptocurrency transaction and other
records are decentralised means that such
records are immutable. For each Bitcoin
transaction, each user is assigned two
digital keys, namely a public key, which
everyone can see and is published on

the Bitcoin blockchain, and a private key,
which is only known to the user and is the
user's 'signature’

The Bitcoin blockchain will only show that
a transaction has taken place between two
public keys, which are theoretically not
directly linked to anyone's personal identity,
indicating the time and amount of the

August 2021

transaction. It is in this sense that Bitcoin
is pseudonymous - the Bitcoin addresses
do not, in themselves, reveal the identity
of their owner. In other words, sending
and receiving cryptocurrency is like writing
under a pseudonym. However, since every
transaction involving that pseudonym
(that is, the Bitcoin address) is stored in a
blockchain, if the Bitcoin address is ever
linked to the real identity of its owner,
Bitcoin offers no privacy whatsoever.

So naturally the next question is: can
an encrypted transaction on the Bitcoin
blockchain be tied to an actual individual?

Tracing Bitcoins back to individuals
While encryption might create the false
impression that those transactions on
the Bitcoin blockchain are viewable but
unmatchable to specific individuals,
there are a number of ways to tie Bitcoin
addresses to real-world identities, typically
done through Know Your Client/Anti-
Money Laundering (KYC/AML) policies at
exchanges (for cryptoassets trading) and
blockchain analysis.

KYC/AML policies at exchanges
The Financial Action Task Force (FATF),
an intergovernmental body tasked with

setting international standards aimed

at preventing money laundering and
terrorist financing (the FATF Standards),
released a guidance in 2019 for the
purpose of clarifying the AML and
Counter-Foreign Terrorism (CFT) financial
obligations of countries and virtual

asset service providers (VASPs) under

the FATF Standards. The FATF recently
released draft revisions to its Guidance
for a Risk-Based Approach to Virtual
Assets and Virtual Asset Service Providers
(the Guidance), with proposed updates

to the 2019 guidance. If the updates to
the Guidance are ultimately adopted by
FATF, then more than 200 FATF member
countries and jurisdictions may adopt and
implement the recommendations in the
Guidance on how to supervise and regulate
virtual assets and VASPs.

In fact, many countries and exchanges
have already implemented KYC/AML/CFT
policies for cryptocurrency transactions.
For example, the US Securities and
Exchange Commission (SEC) released a
statement in March 2018 warning that
online platforms trading digital assets
that meet the definition of 'securities’
would be considered exchanges under the
securities laws, and thus need to register
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China's economy is vast. A myriad of national laws, local reqgulations and implementing measures makes doing business complex. In the
post-pandemic world, more than ever, businesses need to innovate and focus on emerging opportunities and regulatory compliance.
HKCGI is delighted to present a Doing Business in China series from August to November 2021 in which senior professionals will discuss
China's economic transformation, foreign investment policies, business location incentives, as well as regulatory compliance covering
issues from commencing to exiting investments. Interested parties are encouraged to join any or all of the following six sessions:

Session Date/Time Topic Speaker(s)
1 31 August 2021 Onboarding Requirements, Ms Sharon ZM Chen, Director of Commercial, Corporate Services,
6.45 pm - 8.15 pm Considerations and Case Studies Vistra Group
2 24 September 2021 Strategies on Corporate Changes Ms Shirley Sung, Director, Corporate Services, Tricor China
4.30 pm - 6.00 pm and Restructuring Ms Mavy Zhao, Tax Manager, Tricor China
3 12 October 2021 Civil Code - Issues for Mr Tom Fu, Partner, Mayer Brown
6.45 pm - 8.15 pm Commercial Contracts Ms Rosalyn Han, Counsel, Mayer Brown
4 26 October 2021 Finance Operations & Mr Donald Tsang, Executive Director, Head of Corporate Services
6.45 pm - 8.15 pm Compliance - Best Practice of Greater China, Intertrust Group Hong Kong
5 16 November 2021 ME&A - Execution and Control Mr Kenneth Lee, Director & Head of Global Entity Management,
6.45 pm - 8.15 pm TMF Hong Kong Limited
6 30 November 2021 Voluntary Liquidation of WFOE Accounting & Treasury - Vistra Group
6.45 pm - 8.45 pm - Professionals’ Roles In Action Company Secretarial - Intertrust Group
HR & Payroll Services - Tricor China
Tax Clearance - TMF Group

Language: Chinese (Cantonese/Putonghua)
Venue: Webinar session. No physical attendance is required. Register Now!
HKCGI Accreditations: 1.5 ECPD points each for Sessions 1 to 5; 2 ECPD points for Session 6
Sessions 1 to 5 Session 6
HKCGI member HK$320 per session HK$400
Fee: HKCGI student HK$230 per session HK$280
Non-member HK$420 per session HK$500

For enquiries, please contact Professional Development Section: 2881 6177 or cpd@hkcgi.org.hk.

For details and registration, please visit CPD section of Institute's website: www.hkegi.org.hk.

The Hong Kong Chartered Governance Institute B8 ATEIENE

(Incorporated in Hong Kong with limited liability by guarantee)

3/F, Hong Kong Diamond Exchange Building, 8 Duddell Street, Central, Hong Kong

Tel: (852) 2881 6177 Fax: (852) 2881 5050  Email:  cpd@hkegi.org.hk Website: www.hkegi.org.hk



CS Technical Update

with the SEC or show exemption from
registration. Similarly, under the new
South Korean regulations, KYC is now
mandatory for virtual assets. Meanwhile,
many crypto trading exchanges nowadays
have adopted KYC procedures and AML/
CFT checks such that users are required

to divulge their personal information to
those exchanges to create an account.

Blockchain analysis

It is also possible to identify users
simply by analysing transactions on the
blockchain. There are already companies
that provide services to customers -
mostly exchanges and government
entities - which link Bitcoin addresses to
web entities and help assess the risk of
illegal activities by using analytics on the
Bitcoin blockchain.

Studies have also shown that network
analysis and other methods can be
used to observe and potentially tie any
blockchain transaction back to the real-
world identities (a feature not available
for cash transactions). This is true even
if individuals intentionally employ
techniques to mask their identities, for
example, by using multiple addresses.
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Techniques such as transaction pattern
analysis can still be deployed to connect
multiple addresses used by the same
individual. It is then possible to ascertain
the individual ultimately behind the
transaction with an analysis of the IP
address involved (again, features not
available for cash transactions).

Criminals will eventually have to cash in
the virtual assets

One of the biggest obstacles faced by law
enforcement officers when investigating a
money laundering incident involving cash-
only transactions is that the ‘contaminated’
money can be turned into clean money
simply by spending it, thereby making it
effectively impossible to know the trade
history behind each individual bank note.
This is why casinos have often been
targeted by crime syndicates desiring to
launder funds.

On the contrary, with cryptocurrencies such
as Bitcoin, since each and every transaction
is recorded on the blockchain, if a culprit
attempts to cash in their virtual assets by,
for example, withdrawing Bitcoin from

an exchange that has implemented KYC
requirements, or by purchasing a real world

(44

virtual assets give
culprits a false sense
of security that their
identities cannot

be ascertained

)

commodity from a vendor using virtual
assets, such interaction with the real world
will easily expose his or her identity.

Takeaway

While a cryptocurrency transaction offers
more privacy to users compared with
traditional payment methods involving a
third-party intermediary such as a credit
card provider, it is still far from being as
anonymous and untraceable as a cash
transaction.

As is apparent from this article, virtual
assets give culprits a false sense of security
that their identities cannot be ascertained.
Virtual assets are also falsely portrayed

as an untraceable payment method that
can facilitate illegal activities by enabling
criminals to carry out transactions without
being tracked. However, once the public
gains a better understanding of blockchain
technology, it will become clear that
Bitcoin's public transaction ledger is in fact
a gold mine of information for authorities.

Dominic Wai, Partner
ONC Lawyers

Copyright © ONC Lawyers 2021
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Recent Hong Kong Court
decision on a bank’s
liability on its employee’s
fraudulent conduct




CS Case Note

Glenn Haley, Partner, and Carrie Yiu, Associate, Bryan

Cave Leighton Paisner, review a recent court case where a
plaintiff sought to hold a bank liable for losses sustained as
a result of fraud perpetrated by one of its employees.

hat happens when a bank's

customer loses money due to a
fraud perpetrated by an employee of
the bank? What, if any, remedies does
the defrauded customer have against
the bank?

The Hong Kong Court of First Instance, in
Luk Wing Yan v CMB Wing Lung Bank Ltd
(previously known as Wing Lung Bank Ltd)
[2021] HKCFI 279, considered these issues.

Background

The plaintiff (the Plaintiff) was the victim
of a fraud perpetrated by the security
manager (the Employee) of the defendant
bank (the Bank).

The Employee led the Plaintiff to believe
that her money was being invested in
‘internal’ investment opportunities that
the Bank made available only to the
Bank's employees, the opportunities of
which allegedly would result in extremely
attractive returns (around 100 times

the amount banks pay on deposits).

Highlights

These internal investments did not exist.
Between 2010 and 2013, the Plaintiff
transferred a net of HK$23.8 million
from the Plaintiff's bank account into
the Employee's bank account. Both the
Plaintiff's and the Employee's accounts
were held at the Bank.

The Plaintiff was not the only victim of
the Employee's fraud scheme. After the
fraud came to light, the Employee
pleaded guilty to and was convicted

of three counts of fraud. She was
sentenced to imprisonment for nine
years and four months.

The Plaintiff sought to hold the Bank
liable for the losses sustained by

the Plaintiff as a result of the fraud
perpetrated by the Employee. The
Plaintiff's key causes of action against
the Bank were (1) vicarious liability for
the Employee’s fraud and (2) the Bank's
negligence in handling transfers of
funds from the Plaintiff's account to the
Employee's account.

e the Court of First Instance recently dismissed a claim against a bank for
fraud perpetrated by one of its employees

e the Court rejected the Plaintiff's claim both on the basis of vicarious

liability and negligence

® it was determined that the Quincecare duty had not been triggered,
however the Court also considered the possible future development of a
bank's duty in regards to protecting its customers from fraud committed by

its employees
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(44
this judgment will be

welcomed by banking and
financial institutions for the
confirmation of the limited
scope of the Quincecare duty

On 5 March 2021, the Hong Kong
Court of First Instance dismissed the
Plaintiff's claims.

Vicarious liability

The doctrine of vicarious liability, by which
employers in certain circumstances are
held liable for torts committed by their
employees, was developed for the purpose
of providing the victims of tort with a
remedy against persons who have the
means to satisfy awards and on whom it
would be just to fix liability to do so.

The well-established test for vicarious
liability is the ‘close connection' test
(whether the employee's tort was so
closely connected with their employment
that it would be fair and just to hold their
employer vicariously liable). However,
given the infinite range of circumstances
where the issue arises, there is an
inevitable lack of precision in the close
connection test. The Court needs to make
an evaluative judgment in each case,
having regard to all the circumstances
and the assistance provided by previous
court decisions.
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The Court in Luk Wing Yan was of the
view that, for cases involving fraudulent
misrepresentation (such as this case),
the test of ‘apparent authority’ should
be adopted. The employer will be liable
if the employee's fraudulent misconduct
falls within the scope of the employee's
authority, actual or apparent.

In general terms, apparent authority
will exist where: (1) a principal has
represented, by words or conduct, to a
third party that the agent has authority
to enter into the kind of transactions
in question, (2) the third party enters
into a transaction in reliance on that
representation, and (3) the reliance is
reasonable. It is trite law that an agent
cannot clothe himself or herself with
apparent authority.

In this case, the Court held that the
Employee, as a staff member of the Bank,
was authorised to sell securities products
to customers. However, the Court said it
was illogical to extend such authority to
the sale of internal products, which were
limited to dealings between the Bank and

its employees. The Court found that there
was no representation or holding out by
the Bank that the Employee had authority
to offer the alleged internal investments
to the Plaintiff.

Further, as the Plaintiff admitted, she was
overjoyed to be offered the investments
with extremely high returns, and she did
not care why, how or what was the logic
of the investments. The Court was of the
view, therefore, that despite harbouring
obvious suspicions, the Plaintiff was
blinded by her greed to commit to take
part in the fraudulent investments. The
Court found no actual reliance by the
Plaintiff on any such apparent authority
of the Employee, and held that any such
reliance by the Plaintiff on any apparent
authority would not have been reasonable.

In the absence of apparent authority, the
Court rejected the Plaintiff's claim against
the Bank on the basis of vicarious liability.

Negligence — Quincecare duty
The Plaintiff's claim in negligence was
based upon the '‘Quincecare duty', which



is the duty imposed on a bank to refrain
from executing a customer's order when
the bank is put on inquiry that the order is
an attempt to defraud the customer.

The Quincecare duty comes into play
where the bank has received an order or
instruction on behalf of its customer (ie,
from an authorised agent), rather than
directly from its customer. The Quincecare
duty arises only in circumstances of
attempted misappropriation of the
customer's funds by an agent of the
customer, that is, the order or instruction
given on behalf of the customer is not
one genuinely made for the benefit of, or
properly authorised by, the customer.

The Court pointed out that the Quincecare
duty has no resonance where the cause
of the customer's loss is their own desire
to make the payments to their intended
recipient. In this case, the payment
instructions were made directly by the
Plaintiff and, therefore, the Quincecare
duty was not triggered. The Court held
that the Plaintiff was ‘a victim of her own
greed and gullibility’ and her losses were

not caused by any negligence or breach of
duty on the part of the Bank.

The Court refused to expand the scope
of a bank's Quincecare duty to detection
or enquiry of transfers which were
authorised by its customer and may have
been made in furtherance of a fraud.

First, the Quincecare duty is ancillary
and subordinate to a bank's ordinary
primary duty to comply with and act on
the customer's instructions in relation
to the funds in the account. Elevating
the Quincecare duty to a duty to detect
whether any instructed payment is part
of a fraud scheme would cast a shadow
over the effectiveness of the customer's
instructions and emasculate the primary
duty of the bank. The Court reasoned
that there was no clear framework of
rules by reference to which the extended
Quincecare duty might operate in a
sensible way.

Secondly, the Court made reference to
the point that the Quincecare duty is a
common law duty which rests upon the

CS Case Note

general concept of a bank adhering to
standards of honest and reasonable
conduct in being alive to suspected
fraud. Accordingly, the benchmark is
expressed in quite general terms by
reference to a not-too-high standard of
the ordinary prudent banker.

Comments

This judgment will be welcomed by
banking and financial institutions for the
confirmation of the limited scope of the
Quincecare duty. However, in the closing
obiter remark, the Court considered

the potential future development of

a bank's duty in an era of increasing
sophistication in and the use of artificial
intelligence. The Court said banks may
be placed in a position to monitor the
operation of bank accounts held by

their employees at their banks, in order
to protect its customers from fraud
committed by its employees. For this to
come to fruition, however, industry-wide
consultation and implementation, as well
as careful consideration, will be required.

Even if that were to happen, employees
still may circumvent the banks'
supervision by carrying out the fraud
at accounts held at banks which are
not their employers. The Court
emphasised that, at the end of the day,
customers must remain vigilant and be
careful of suspicious banking activities,
and raise their concerns as necessary.
The Court reminded bank customers:

‘If something seems too good to be true,
it probably is!

Glenn Haley, Partner, and Carrie Yiu,
Associate
Bryan Cave Leighton Paisner LLP

© 2021 Bryan Cave Leighton
Paisner LLP
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Professional Development

17 June

Creating long-term value
through a robust
whistleblower framework

Chair: Mohan Datwani FCG FCS(PE), Institute Deputy Chief
Executive
Speakers: Kareena Teh, Partner, and Philip Kwok, Counsel;
LC Lawyers LLP

24 June

AML/KYC requirements for trust & company service

providers: practical review, pain points & RegTech solutions

Chair: Edmond Chiu FCG FCS(PE), Institute Council member,

Membership Committee Vice-Chairman, Professional
Services Panel Chairman and AML/CFT Work Group
member, and Executive Director, Corporate Services,
Vistra Corporate Services (HK) Ltd

Speakers: Helina Lo, Head of Risk & Regulatory Compliance, and
Brian Lin, Manager, Risk & Regulatory Compliance,
Sia Partners; Tommy Fung, Regional Partner Director -
Greater China, UiPath,; and Benjamin Petit, Co-Founder
& Head of Business Development, Chekk

25 June

Company secretarial practical
training series: notifiable
transactions — practice and
application

Chair: Eric Chan FCG FCS(PE), Chief Consultant, Reachtop
Consulting Ltd
Speaker: Ricky Lai FCG FCS, Company Secretary, China Renewable
Energy Investment Ltd

30 June
Enforcement series: competition law enforcement
Chair: Mohan Datwani FCG FCS(PE), Institute Deputy Chief
Executive
Speakers: Steven Parker, Executive Director (Legal Services), and
Stephen Ryan, Head (Legal Advisory), Competition
Commission

Video-recorded CPD seminars

Some of the Institute's previous ECPD seminars/webinars can
now be viewed on The Open University of Hong Kong's online
e-CPD seminars platform.

For details of the Institute's video-recorded CPD seminars, please
visit the CPD section of the Institute’s website: www.hkcgi.org.hk.

For enquiries, please contact the Institute’s Professional
Development Section: 2830 6011, or email: cpd @hkcgi.org.hk.

Date Time Topic ECPD points
17 August 2021 6.45pm-8.15pm  Company secretarial practical training series: share transfer in Hong Kong 1.5
private companies & e-stamping mechanism
26 August 2021 6.45pm-8.45pm  Restructuring and insolvency regime in Hong Kong: overview, case studiesand 2
roles of governance professionals
1 September 2021 6.45pm-8.45pm  Emerging key ESG concern: climate-change - enhancing competency for 2
effective board advice
13 September 2021  6.45pm-8.15pm  Post-IPO consideration in Hong Kong 1.5

For details of forthcoming seminars/webinars, please visit the CPD section of the Institute's website: www.hkcgi.org.hk.
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An accelerated route to become a Chartered Secretary
and Chartered Governance Professional

Qualified lawyers or
accountants with 5+

years of relevant post-
qualifying experience

Completion of two
CGQP modules:
Corporate Governance
and Risk Management

Qualified lawyers or accountants with more than five years of relevant post-qualifying
experience may now be eligible for membership of CGl and HKCGI by completing only two of
the seven modules, namely Corporate Governance and Risk Management, of the qualifying
programme (CGQP) of CGIl and HKCGI. Please visit the Institute's website for more information
on the Fast Track Professional route!

All applications are subject to the final decision of the Institute. For details, please visit the Fast Track
Professional page under the Studentship section of the Institute's website: www.hkegi.org.hk.

For enquiries, please contact Leaf Tai: 2830 6010 or Lily Or: 2830 6039, or email: student@hkcgi.org.hk.

The Hong Kong Chartered Governance Institute BB ATBSIRZA&  (Incorporated in Hong Kong with limited liability by guarantee)




CSJ Institute News

Membership

Membership/graduateship renewal for the
financial year 2021/2022

The renewal notice, together with the debit note for the financial
year 2021/2022, was sent to all members and graduates by email
at the beginning of July 2021 to their registered email address.
All members and graduates are encouraged to settle their annual
subscription online via their user account on or before Thursday
30 September 2021.

Failure to pay by the deadline will constitute grounds for
membership or graduateship removal. Reinstatement by

the Institute is discretionary and subject to payment of the
outstanding fees, and with levies determined by the Council.

For enquiries, please contact the Membership Section: 2881 6177,
or email: member@hkcgi.org.hk.

Membership activities: July 2021
9 July

Easy recycling tips to save the
environment and money (free webinar)
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Forthcoming membership activities

Date Time Event

28 August 1.15pm- Community service - soap
2021 3.30pm recycling

17 September  1.00pm- Protect your vision: keep your
2021 2.00pm eyes healthy (free webinar)

For details of forthcoming membership activities, please visit the
Events section of the Institute's website: www.hkcgi.org.hk.
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New Fellows
The Institute would like to congratulate the following Fellows
elected in May and June 2021.

Dr Lau Wing Hong FCG FCS(PE)

Dr Lau is a practising auditor in the field of accounting, auditing
and taxation. He holds a PhD in business administration from
Honolulu University, an MBA from Shanghai Jiao Tong University
and a master's degree in Accounting & Finance from Birmingham
City University. Dr Lau also holds professional qualifications as a
Chartered Accountant and Chartered Tax Adviser.

Li Qian FCG FCS

Mr Li is the Board Secretary, Company Secretary and Investment
Director at BYD Company Ltd (Stock Code: 1211). He is responsible
for the BYD Group's corporate governance, investor relations

and information disclosure. Mr Li holds a bachelor's degree in
economics from Jiangxi University of Finance and Economics

and an MBA from Guanghua School of Management of Peking
University.

Tang Siu Fung, Calvin FCG FCS

Mr Tang is the Managing Partner of Hexacubic Consulting Ltd.
He is responsible for private equity investment, corporate finance
and corporate governance. Mr Tang holds an MBA from China
Europe International Business School and a master's degree in
Corporate Governance and Compliance from Hong Kong Baptist
University. Mr Tang also holds professional qualifications as a
Chartered Financial Analyst and Chartered Valuation Surveyor.

Kong Hok Kan FCG FCS
Company Secretary, Great Wall Pan Asia Holdings Ltd (Stock Code:
583)

Mak Yin Ping, Jannie FCG FCS
Manager - M&A, Corporate Services, Baker & McKenzie

Young Ho Kee, Bernard FCG FCS
Company Secretary, Madison Holdings Group Ltd (Stock Code:
8057)

Yuen Sau Ming FCG FCS
Executive Secretary to the Chairman and Company Secretary, Lei
Garden Restaurant Group



A bird’s eye view

Professional practitioners need to be » regulatory compliance

proficient in a wide range of practice e corporate governance

areas. CSj, the journal of The Hong Kong o corporate reporting

Chartered Governance Institute, is the only e board support

journal in Hong Kong dedicated to covering « investor relations

governance and company secretarial areas e business ethics

of practice, keeping readers informed of the » corporate social responsibility

latest developments, while also providing » continuing professional development
an engaging and entertaining read. Topics « risk management, and

covered regularly in the journal include: « internal controls

Subscribe to CSj today to stay informed and engaged with the
issues that matter to you most.

Please contact:
Paul Davis on +852 3796 3060 or paul@ninehillsmedia.com
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CS Institute News

Advocacy

We are pleased to announce that at the Institute's hybrid General Meeting (GM), held on Thursday 15 July 2021, the special resolutions
for our proposed name change to ‘The Hong Kong Chartered Governance Institute FEATEIEAE" (HKCGI), as well as the adoption
of a new set of Articles of Association with our new name, have been passed.

With effect from 20 July 2021, the Institute has adopted the name The Hong Kong Chartered Governance Institute B ATEEAE!
The new identity of HKCGI is in line with the recognition of the governance roles and responsibilities performed by its members, and the

global convergence towards the importance of governance.

The poll results in respect of the special resolutions proposed at the GM are as follows:

Special Resolutions Number of Votes (%)

For Against
1. That the name of the Institute be changed to The Hong Kong Chartered Governance Institute &2 526 67
S8R /N = subject to the approval of the Companies Registry. (88.70%) (11.30%)
2. That conditional upon the change of name of the Institute as set out in special resolution (1) 531 62
becoming effective, the provisions contained in the attached printed document be approved and (89.5490) (10.46%)
adopted as the new Articles of Association of the Institute, in substitution for, and to the exclusion of,
the existing Articles of Association of the Institute.

Notes:

1. Both special resolution (1) and special resolution (2) were passed by a majority of 75% (or above) of votes of members who
attended and voted, either in person or by proxy, at the GM.

2. The percentages of votes on the resolutions were rounded to two decimal places.
3. The scrutineer for the poll at the GM was Tricor Investor Services Ltd.

In the meantime, the Institute would like to express its gratitude to all members for their support with achieving this important
milestone. We will continue our efforts to move ahead with our rebranding and to revamp the website over the next few months.
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CS Institute News

The Institute and The Hong Kong Polytechnic University (PolyU) signed a new Collaborative Course Agreement for the Master of
Corporate Governance programme offered by PolyU, in May 2021. The curriculum has been developed in line with the Institute's updated
Chartered Governance Qualifying Programme (CGQP). Students admitted to this programme in the 2021 cohort and thereafter will be
studying the CGQP syllabus.

The Institute takes great pride in calling for nominations for The Hong Kong Chartered Governance Institute Prize 2021. This award
celebrates the outstanding achievements of governance professionals who have made significant contributions to the Institute, and to
the Chartered Secretary and Chartered Governance profession as a whole, over a considerable period.

We have a vibrant community of over 6,000 members in Hong Kong and the Mainland. Celebrating the achievements of leaders in the
Chartered Secretary and Chartered Governance profession not only champions those at the forefront of our profession, it also inspires
others to play their part in moving the profession forward. In view of this, you are cordially invited to nominate one or more candidates
who have made ongoing and important contributions to the Institute and our profession. These may include:

e  contributions to the Institute's technical and research, education and examinations, or professional development work

e contributions to the development of the profession and/or the Institute in Hong Kong and the Mainland

e work that significantly enhances the status of the Chartered Secretary and Chartered Governance Professional within the local
community, the Mainland and/or internationally, and

e atrack record of outstanding contributions to the Institute that have brought identifiable credit to
the governance profession.

The nomination deadline is Thursday 30 September 2021. Submit your nominations now!

For enquiries, please contact Melani Au: 2830 6007, or email: member @hkcgi.org.hk.
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CS Institute News

Advocacy (continued)

The Institute held its 57th Affiliated Persons Enhanced Continuing e other focuses and practical issues relating to the
Professional Development (ECPD) seminars, under the theme of amendments to the Exchange's Listing Rules Relating to
‘Director's duty performance and governance practices' from 7 to 9 Disciplinary Powers and Sanctions

July. The webinars attracted over 60 participants, mainly comprising

board secretaries and equivalent personnel, directors, supervisors e  experience sharing: CLP Group's environmental, social and
and other senior executives from listed or to-be-listed companies governance (ESG) practice

from the Mainland and overseas.
e experience sharing: New World Development Company Ltd's

At the ECPD seminars, board secretaries and other senior ESG practice, and
professionals shared their knowledge and experience on the
following topics: ®  case analysis: Livzon Pharmaceutical Group Inc's stock

incentive plan and its implementation.
e adirector's fiduciary duties
The Institute would like to express its appreciation to all the
e  consultation conclusions on the Review of Listing Rules speakers and participants for their support and participation.
Relating to Disciplinary Powers and Sanctions, by The Stock
Exchange of Hong Kong Ltd (the Exchange)

*  Mainland practitioners’ views on the amendments of the
Exchange's Listing Rules Relating to Disciplinary Powers and
Sanctions, and the Institute's follow-up actions

® handling the Securities and Futures Commission's inquiries
and investigations on directors and senior management

® |isting differences and practices in relation to the delisting
of Mainland concept stocks from the US market and for
those seeking listing in Hong Kong

® identifying common governance flaws from the perspective
of institutional investors through the Institutional
Shareholder Service (ISS) group's governance quality rating
system and voting results
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Enforcement Series — Practical Review of Major Enforcement
Regimes and Themes (Six Online Webinars)

An important regulatory tool for regulators is enforcement. It educates the marketplace that regulators not only have the powers, but
more importantly, will exercise them. The governance professional most certainly will not want their organisations, nor people associated
with them, to be at the receiving end of enforcement. This is because being investigated is costly and stressful, and being found in breach
carries pecuniary, reputational and/or personal repercussions. HKCGI is accordingly delighted to package and run a series of enforcement
sessions from June to September 2021, with participation by regulators and seasoned professionals, to provide a review of major
enforcement regimes and themes. Interested parties are invited to join any or all of the following six sessions:

DATE TIME TOPIC SPEAKER(S)

Mr Steven Parker, Executive Director (Legal Services),

i Competition Commission
30 June 2021 4.00pm=5.30pm | _ompetition Law
Enforcement Mr Stephen Ryan, Head (Legal Advisory),

Competition Commission
14 July 2021 4.00pm-5.30pm  SFC Enforcement Mr Alan Linning, Partner, Mayer Brown
3 August 2021 A00pm=s0pm| N ERCEnfereement Mr Marek Grabowski, Chief Executive Officer and Executive Director,

Financial Reporting Council

Ms Karen Lee, Deputy Head - Enforcement Team,
18 August 2021 4,00pm-5.30pm  HKEX Enforcement (Part 1) Hong Kong Exchanges and Clearing Limited
Ms Ellie Pang, Chief Executive, HKCGI

7 September 2021 4.00pm-5.30pm  HKMA Enforcement: Update  Ms Jill Wong, Partner, Howse Williams

Ms Donna Wacker, Partner, Clifford Chance

28 September 2021  4.00pm-5.30pm  HKEX Enforcement (Part 2)
Mr Michael Wang, Consultant, Clifford Chance

Language: English
Venue: This is via online webinar mode. No physical attendance is required. .
o : : Register Now!
HKCGI Accreditations: 1.5 ECPD points per session
Fee: HK$320 per session per HKCGl member

HK$230 per session per HKCGI student
HK$420 per session per non-member

For enquiries, please contact the Institute's Professional Development Section: 2881 6177,
or email: cpd@hkegi.org.hk.

For details, please visit the CPD section of the Institute's website: www.hkcgi.org.hk.

The Hong Kong Chartered Governance Institute SEATEERAE

(Incorporated in Hong Kong with limited liability by guarantee) °

3/F, Hong Kong Diamond Exchange Building, 8 Duddell Street, Central, Hong Kong f In b y
Tel: (852) 2881 6177 Fax: (852) 2881 5050  Email:  cpd@hkegi.org.hk Website: www.hkegi.org.hk



CS Student News

Chartered Governance Qualifying Programme (CGQP)

The examination results of the June 2021 diet were released on 13 August 2021. Candidates can access their examination results from
their accounts on the Institute's website. The examination papers, mark schemes and examiners' reports are also downloadable from the
Login area of the Institute's website.

Candidates may apply for a review of their examination results by application to the Secretariat within 10 working days from the release
date of the examination results.

For details, please visit the Examinations page under the Studentship section of the Institute’s website: www.hkcgi.org.hk.

The November 2021 examination diet of the CGQP is open for enrolment from 3 August 2021 to 13 September 2021. All examination
enrolments must be made online via the Login area of the Institute's website.

Week one
16 November 17 November 18 November 19 November
Tuesday Wednesday Thursday Friday
9.15am-12.30pm* Hong Kong Taxation Hong Kong Company Interpreting Financial Corporate Secretaryship
Law and Accounting and Compliance
Information
Week two

23 November 24 November 25 November 26 November

Tuesday Wednesday Thursday Friday

9.15am-12.30pm* Corporate Governance Risk Management Strategic Management ~ 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 Leaf Tai: 2830 6010, or email: exam @hkcgi.org.hk.
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CSJ Student News

Studentship activities: July2021
14 July

Student Ambassador Programme:
practical wisdom for professionals

20 July

Postgraduate Programme in
Corporate Governance in Shenzhen -
Information Session

21 July
Briefing session for Collaborative Course Agreement (CCA) new graduates 2021
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Forthcoming studentship activities
Date Time Event
9 September 2021 1.00pm-2.00pm Student Gathering (5): experience sharing on preparation for CGQP examinations
29 September 2021 1.00pm-2.00pm Governance Professionals Information Session
9 October 2021 10.00am-1.00pm Corporate Governance Paper Competition and Presentation Awards 2021

August 2021 45




CS Student News

Chartered Governance Qualifying Programme (CGQP) (continued)

The annual Corporate Governance Paper Competition and
Presentation Awards, organised by the Institute, is designed

to foster appreciation of corporate governance among local
undergraduates. The theme this year asks applicants to evaluate
the question: 'Is it possible to tie governance with a sense of
purpose given the myriad of stakeholders' interests?’

Undergraduates of all disciplines in Hong Kong from the
following nine universities (in alphabetical order) registered for
the competition.

City University of Hong Kong

Hong Kong Baptist University

Hong Kong Shue Yan University

The Chinese University of Hong Kong

The Hang Seng University of Hong Kong

The Hong Kong Polytechnic University

The Hong Kong University of Science and Technology
The Open University of Hong Kong

The University of Hong Kong

The submitted papers will be reviewed by a team of 10 to 15
reviewers. Six finalist teams will present their papers on Saturday
9 October 2021 to compete for the Best Presentation Award and
the Audience's Favourite Team. Members, graduates and students
who are interested in observing the presentation competition are
welcome to attend.

Is it possible to tie governance with a sense
of purpose given the myriad of stakeholders'
interests?

Date Saturday 9 October 2021

Time 10.00am-1.00pm

Fee Free of charge

Venue Webinar session; no physical attendance is
required.

CPD points |4

For details of the competition, please visit the Events
section of the Institute's website: www.hkcgi.org.hk.

The Institute provides a variety of learning
support services for students to assist
them with their CGQP examination
preparations. The list of learning support
options is available on the Learning
Support page under the Studentship
section of the Institute's website:
www.hkegi.org.hk.

August 2021

From 1 January 2021, a new Fast Track Professional route became available for qualified
lawyers or accountants (including those recognised by The Chartered Governance
Institute and its Divisions in other jurisdictions) who wish to become Chartered
Secretaries and Chartered Governance Professionals.

By the end of June 2021, over 100 applications had been received for this programme from
Hong Kong and the Mainland. The new Fast Track Professional route has attracted more
than 50 new students, with 27 applications successfully approved under this new route.

For details, please visit the Fast Track Professional page under the Studentship section of
the Institute’s website: www.hkcgi.org.hk.
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CS Student News

Chartered Governance Qualifying Programme (CGQP) (continued)

Studentship renewal
Students whose studentship expired in June 2021 are reminded to settle the renewal payment by Monday 23 August 2021.

New policy effective from 1 July 2021
Students whose studentship will expire in July, August or September 2021 should have received a renewal notice by email on 1 July

2021. Please be reminded to settle the renewal fee by Thursday 30 September 2021.

Failure to pay the renewal fee by the deadline will result in removal from the student register.

Company name Position

Hong Kong Exchanges and Clearing Ltd Assistant Vice-President, Secretarial Services Department (PRC team)
Sime Darby Motor Services Ltd Company Secretary - Greater China (Head of Department)
Computershare Officer, Governance Services

Hongkong Land Group Ltd Company Secretarial Manager (Ref: CS-CSM-ICS)

Celestial Asia Securities Holdings Ltd Company Secretary/Company Secretarial Manager

CITIC Capital Holdings Ltd Company Secretarial Assistant (Long-term Contractor under CITIC Capital)
Toullec Solicitors (in association with LPA-CGR) Company Secretary Officer

Shimao HK Management Co Ltd Company Secretarial Assistant

For details of job openings, please visit the Job Openings section of the Institute’s website: www.hkcgi.org.hk.
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The Hong Kong Chartered Governance Institute

Purposeful
Governance

The Annual Corporate Governance Paper Competition and Presentation
Awards organised by The Hong Kong Chartered Governance Institute
aims at promoting the importance of good governance among local
undergraduates and providing them with an opportunity to research,
write and present their findings and opinions on the selected theme.

Is it possible to tie governance with a
sense of purpose given the myriad of
stakeholders' interests?

® Best Paper HK$11,000
® Best Presentation HK$6,000
e Audience's Favourite Team  HK$2,000

Local undergraduates of all disciplines in Hong Kong are eligible to
enrol for this competition in a team of two to four members.

Enrolment deadline Friday 25 June 2021
detai’s Paper submission deadline Saturday 31 July 2021
Presentation Competition Saturday 9 October 2021

For enquiries, please contact Lily Or: 2830 6039 or (for the six finalist teams)
email: student@hkcegi.org.hk

Venue Sponsor
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MAYER BROWN SINO GROUP The Hamg Kong Institute of Chartered Secretaries Foundation Limited
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The Hong Kong Chartered Governance Institute FE/ATIEIE/AES (Incorporated in Hong Kong with limited liability by guarantee)




IOI Nasdaq

Drive Excellence

with Nasdaq Governance Solutions

Nasdaq Boardvantage®

Navigating key moments throughout the meeting which is
endorsed by 300K users in 80+ countries

Protected by security features and processes supported
by 70+ qualified information security experts working 24/7

Nasdaq Center for Board Excellence
Facilitating a highly effective board

1
<

Customizing evaluation and compliance questionnaire experiences

Nasdaq OneReport
@ Streamlining data gathering and responses for ESG reporting

Sharing ESG data with stakeholders efficiently

Trusted by 4,000 client globally including public, not-for-profit and educational
institutions in Hong Kong, our technology solutions, consulting resources, expert
insights, and award-winning service can help you drive excellence and advance your
organisation's governance practices.

Contact Nasdaq Governance Solutions to learn more.

kevin.wong@nasdag.com

@NasdaqCorpGov Please contact us

. to learn more about
Nasdag Governance Solutions

special benefits for
https://www.nasdag.com/hk/boardvantage HKICS members

1204-08, 12/F Man Yee Building, 68 Des Voeux Rd Central, Central, Hong Kong
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+852 5529 6312



