December 2024

The journal of the Hong Kong
Chartered Governance Institute
EANTREATE T

Board effectiveness

Board refreshment
Director training
Cybersecurity

/[
(%

H CHARTERED
GOVERNANCE

ﬁ Hong Kong

NIVERSARY




Climate risks to
essential commodities

What business leaders need to know

PwC’s special report — Climate Risks to Essential Commodities — explores
the impact of heat and drought risk to six essential commodities produced in
APEC economies. It also provides insight on how business leaders can adapt
to climate-driven disruption and take steps to protect their operations.

The special report has been produced for the Asia-Pacific Economic
Cooperation (APEC) conference in Lima, Peru, between 10-16 November
2024. The report is part of PwC’s series, Climate Risks to Nine Key
Commodities: Protecting People and Prosperity.

You can read the full report, and learn more about key takeaways for
climate risk adaptation on www.pwc.com
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HKCGI Sustainability Governance Academy (Academy)

@ Become an HKCGI Sustainability Professional - a stamp of quality that employers can rely on

All accredited HKCGI Reporting Certificate holders can join the Academy free of charge to
promote sustainability and for peer-to-peer networking and sharing
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HKCGI, with 75 years of history, now sets another milestone by establishing the Academy to
promote sustainability-related advocacy, education and research.

Our objectives are to build a platform that recognises the knowledge and expertise acquired
by the ESG Reporting Certificate holders, facilitates knowledge update through publications
and continuous training, and enables the sharing of experience and regulatory and practical

concerns, providing a voice for like-minded individuals to advocate sustainability policies and

practices.

Our vision is to be the go-to resource and leading voice in ESG/sustainability governance and

Benefits of Being a Sustainability Professional
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For more information and to register, click the link below.
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Get Started with HKCGI

minisite.hkcgi.org.hk/academy/

(852) 2881 6177

academy@hkcgi.org.hk

To be recognised as a powerhouse on sustainability and ESG concerns.




Good governance comes with membership

About The Hong Kong Chartered Governance Institute

The Hong Kong Chartered Governance Institute (HKCGI, the Institute) is an independent
professional body dedicated to the promotion of its members’ role in the formulation and
effective implementation of good governance policies, as well as the development of the
profession of the Chartered Secretary and Chartered Governance Professional in Hong Kong

and the Chinese mainland.

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

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

2017, where it operates as a company limited by guarantee, CSIA aims to give a global voice to
corporate secretaries and governance professionals.

HKCGI has over 6,800 members, more than 300 graduates and around 3,000 students.
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CGj President’s Message

oard effectiveness has always

been at the heart of good
corporate governance, and this
month'’s CG;j casts light on two
essential components of building and
maintaining an effective board - board
refreshment and director training.

These topics are very timely since
Hong Kong Exchanges and Clearing
Limited (HKEX) has proposed to
introduce requirements into our
Corporate Governance Code and
Listing Rules relevant to both board
refreshment and director training.
These include new Code Provisions,
for example, requiring - subject to
comply or explain - regular board
performance reviews and the
disclosure of a board skills matrix,
and a new Listing Rule requiring
mandatory director training.

At the time of writing my message
this month, those proposals have not
yet been finalised, but | would like to
focus on the role our Institute intends
to play in helping directors stay ahead
of the game via ongoing training.

Firstly, our Institute supports the
move to make director training
mandatory. As our Chief Executive,
Ellie Pang FCG HKFCG(PE) explains
in this month’s In Conversation
column, it is vital for directors to fully
understand their roles, functions and
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Board effectiveness and
director training

responsibilities, and - crucially - their
fiduciary duties and legal obligations
towards the companies they serve.

She also points out that the Chinese
mainland, Singapore and Malaysia
have all introduced mandatory
director training requirements, so
Hong Kong will certainly not be alone
if it goes ahead with the proposals put
forward in the HKEX consultation.
Nevertheless, while there is a growing
recognition of the importance of
director training globally, mandatory
requirements are still relatively rare.
Most jurisdictions encourage training
through guidelines rather than enforce
it through regulations.

Given the crucial role that director
competency plays in achieving

and maintaining good corporate
governance, our Institute believes
that the move to position Hong
Kong ahead of the curve in terms of
mandatory training requirements is
well advised. We are also working
on many fronts to play our part in
enhancing board effectiveness - a
guide on board performance reviews
has just been issued and we intend
to play a practical, enabling role

in terms of ensuring that directors
have access to relevant, flexible and
price-competitive training options
provided by respected industry and
governance leaders.

To this end, the Institute will shortly be

launching a director training package,
which will be closely aligned with the
regulatory requirements put forward

by HKEX - in particular, the package
targets the five specified topics set
out in the HKEX consultation paper.
The package has also been designed
with maximum accessibility in mind.
It will therefore be calibrated for both
new and experienced directors and
will include training videos in English,
Cantonese and Putonghua.

To conclude, our Institute believes
that Hong Kong’s proposed
mandatory director training
requirements will bring directors into
alignment with other governance
gatekeepers (in particular our
members), who have long been
subject to mandatory continuing
professional development
requirements. In the current era

of rapid and large-scale change,
directors must continuously
update their knowledge and skills,
and without a structured training
programme they may struggle to
navigate the complexities of the
current business environment. The
time has come to recognise that
training is not just beneficial, but is
also essential for directors to fulfil
their pivotal role in governance.

David Simmonds FCG HKFCG



EFSUERSESHI

EE%%W%—E%E%@E%E
BizL, "ASTIRETHE
MERBRESIHIM DA AT HERD
BB D —EFSHRERMES
il

XLEWTEEEN, EERZRE
FREMRAR (CBXF) B82NER
EATUMELRUPSINEEES
FREMMEBSFFIIERNER, X
BEMTUERR, IMEXRE &
THER RUT, EHAHTERES
SRITEMIKEEE S REERERR, L
R—T ey L AR - SR K#HIT
EE=1I

AESANZE, XERWHRRL
MESRT, BRBERKRKRLZITL
BEFSREINFEEERIFTZTUMIR
B ERENER.

B, A% FRBESFEINERES
HERNEE, FUAKEHETRE
FCG HKFCG(PE) EZ~ A1) “FiE” &
EHRriEY, EEXAR ERER
&, REEMETE, LERNFARSA
AMNERRENERNS,

shEIEH, PREAM. KNSR
AIHESINBHEFHINER, E
LN REAB LB EBXFPIRE
HEZEW, XUFAZ2MA. £,
RE2KWNERHINEZMRIIARTE
AHfIESR, BRI E M AR D
W, REYEFERXTZ BT
sMEFEZEI, MARELEN
SRBIHITo

ETEENZUENELANRER
FABARETEREEEXREENF
B, 2= 7, EERERBIFIIER
FEEERMVNEERRAEZE, A
SUESZHES, IREEEEN
MERBCH—HHE - A=NRA
EHT —XRTERHMTEEE
3, REEHRERERREFRES
IERENEILTEAEER, 2%
FRit R R EERIIIRHER L RS
NITUS5EEATERME, BIIRE
EWEEEFR. ARRFAFRANS
o

AZRBRREL—ESEFHINGERE,
BZAERRBELBRRRHENAGNE
R—45 5 B N AB R & WM F

CGj President’s Message

FIHBAMGE TR, ZFINFESN
RITEERET RAEENA Rt
Hit, ERHEREEETRERFE
MEFENFRFTR, HEEEXE.
BiEMEBEIE = MBS BEII R

BZ, A=IAA, BRFARINAIESR
EFERIERBEEESHMBET
DTA (BAIRASHER) RF—
B, MEXLETFIIAKBLUREZERE
BIHAT W RBRERNYR, EZH70
REEAMBLEEH N, EFLR
FHETEFAEMIRMKEE, WMREKER
SRR, AR BENYEME
B UIFR, MEZHEIAIRE,
BN NREHD, MANESET
HEAETFNXRBIFAEXEER,

B 5E5E FCG HKFCG

December 2024



CGj cover Story

Board refreshment: a catalyst
for corporate success

Robin Healy FCG HKFCG, Director - Corporate Governance Secretariat, and Kevin Leighton,
Independent Corporate Governance Consultant, Link REIT, discuss the importance of board
refreshment and offer practical advice for developing a board skills matrix.




Introduction

The Stock Exchange of Hong

Kong Limited (the Exchange) is

placing greater emphasis on board
refreshment as part of its broader
efforts to strengthen corporate
governance practices. The focus is to
ensure that boards remain effective,
diverse and responsive to the evolving
needs of the companies they oversee.

This shift also addresses stakeholder
demands for more transparent and
accountable governance. The focus
on board refreshment in Hong Kong
mirrors global trends in corporate
governance, where investors and
regulators are pushing for more
dynamic and diverse boards. By
prioritising board refreshment, the
Exchange aims to ensure that Hong
Kong retains its reputation for
leading corporate governance, and
remains competitive and aligned with
international best practices.

The importance of board refreshment
As a company revises and executes
strategy, and reacts to the ever-
accelerating pace of external
developments, the mix of skills,
knowledge and experience that served
the company so well initially will need
to evolve. From Kodak to MySpace,
corporate history is littered with
companies whose leadership failed to
innovate and adapt. As Peter Drucker
put it: ‘The greatest danger in times of
turbulence is not the turbulence - it is
to act with yesterday'’s logic.

Board refreshment is the process

of renewing board members to

ensure that a company has the right
leadership to guide it through evolving
challenges. It involves systematically

planning for both the replacement and
the introduction of new skill sets as
directors step down from the board.
This process ensures that the board
remains agile, diverse and well equipped
to address the company’s future.

It is more important than ever

that a board regularly analyses the
strengths and weaknesses of its
existing directors to verify it has the
right people with the right skills in the
boardroom to continue driving the
company towards the achievement of
its strategic objectives.

Planning for change: developing a
board skills matrix

It is never too early to start planning
for change - when did you last update
your board skills matrix?

A board skills matrix is a practical tool
for beginning this change process

and ensuring that the board of
directors has the right mix of skills,
knowledge and experience to support
the organisation’s long-term goals.
Developing a skills matrix also helps
support compliance and serves as a
proactive way to evaluate and address

Highlights
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a board’s strengths and weaknesses.
Regularly updating this matrix helps
boards maintain a forward-looking
approach to their composition.

In its June 2024 consultation paper,
titled Review of [the] Corporate
Governance Code and Related

Listing Rules (2024 Consultation), the
Exchange proposes the introduction
of a new Code Provision (CP) requiring
issuers to maintain and disclose a
board skills matrix. Under the new

CP, issuers would be required to
disclose information on: (i) the existing
skills mix of their boards, (ii) how the
combination of skills, experience and
diversity of their directors serves the
purpose, values, strategy and desired
culture of the company, and (iii) details
and plans to acquire further skills.

Five areas to consider when
developing your board skills matrix are:

1. the future strategic needs of the
company and how these translate
into board requirements

2. the specific skills, expertise and
industry knowledge needed

e the Exchange is emphasising board refreshment as part of its efforts to
strengthen corporate governance practices in Hong Kong and to align with

international best practices

e aboard skills matrix is a practical tool to ensure that the board of directors
has the right mix of skills, knowledge and experience to support the

organisation’s long-term goals

e board refreshment strategies - including implementing effective succession
planning and fostering diversity - can significantly contribute to a

company'’s long-term success

December 2024



CGj cover Story

(14

board refreshment is a vital component of modern
corporate governance, particularly in a dynamic
and competitive environment such as Hong Kong

for the future board to achieve
success

3. what diversity means to your
organisation in terms of gender,
ethnicity, age and professional
background

4. the target culture for the
company, and

5. the time and commitment
required to meet expectations.

Gaps between the current and future
skills matrix

The process of developing a board
skills matrix and considering
anticipated strategic developments
will likely reveal a gap between the
current and the future board skills
set. It is important to systematically
compare your current and future
skills matrices to identify any gaps
in skills, knowledge and expertise,
and diversity.

Once the analysis has been
completed, you will be in a position
to develop a detailed action plan to
address any identified gaps, thereby
ensuring your organisation is well
prepared to meet future challenges.
Developing current and future skills
matrices will assist your nomination
committee with the formulation of
the role profiles for future directors.
Regular - and preferably externally
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conducted - board evaluations will
provide invaluable information on how
the board views these matters and,
importantly, whether those directors
ticking relevant boxes in the board
skills matrix are actually delivering that
expertise in the boardroom.

How to get there

As Stephen Covey, American
educator and author, says: ‘A good
plan begins with the end in mind.’

The director talent pool is finite and
the global nature of Hong Kong'’s
business environment means that
Hong Kong companies are competing
in international markets for high-
calibre candidates. The need to
attract and retain top talent can be

a formidable challenge and one that
needs careful planning to surmount.

It is important to consider anticipated
retirements from the board and how
these may impact the collective skill
set of not only the board, but also
each of its committees as board
refreshment is executed. Some
boards may need to increase in size
to make sure there is appropriate
coverage of core skills and expertise
as new skill sets are acquired.

Effective succession planning
Effective succession planning

helps ensure a smooth transition of
leadership and the ongoing alignment

of board composition with the
company’s strategic objectives.

For Hong Kong listed companies,
effective succession planning
involves several key components,
comprising the development of
formal succession plans for both
executive and non-executive
directors, including independent non-
executive directors (INEDs), regular
evaluations of board performance
and individual directors, and the
promotion of diversity.

Defining and delivering diversity
Diversity is crucial for inclusive
decision-making and enhancing
organisational performance. In Hong
Kong, efforts to increase female
representation on boards have gained
momentum in recent years with
amendments to the Listing Rules
prohibiting single gender boards

from 1 January 2025 and introducing
guidelines emphasising the importance
of board diversity. A comprehensive
view of diversity encompasses not
only gender, but also age, ethnicity,
background and experience.

Any successful board refreshment
process will take into account the
various aspects of diversity, ensuring
that the board is better equipped

to navigate the complexities of the
modern business landscape.

Director tenure

Long tenure, exceeding nine years,
raises concerns among institutional
investors about a director’s
independence. To address this, in
its 2024 Consultation, the Exchange
proposes the introduction of a ‘hard
cap’ of nine years for INEDs. It



additionally proposes that, after this
time, such individuals may continue
to contribute to the board, but in the
capacity of a non-executive director.
Further, they could serve again as an
INED for the same listed company,
but only after a two-year ‘cooling-off
period’, during which time they have
not been a director of that issuer, or
of any of its holding companies or
subsidiaries.

Whilst the objective of these changes
is to prevent entrenchment and
maintain independence, a balance
should be reached to secure the long-
term success of the organisation. The

challenge of finding the right balance
may be exacerbated, given that
INEDs may be required to step down
contemporaneously, nine years post
initial public offering. Overseas, INED
tenure is often viewed as three terms
of three years each, rather than a
nine-year appointment, with it not
being uncommon for INEDs to step
down at year six.

Conclusion

Board refreshment is a vital
component of modern corporate
governance, particularly in a dynamic
and competitive environment such
as Hong Kong. By fostering diversity,

Corporate governance standards
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enhancing governance and promoting
adaptability, board refreshment
strategies can significantly contribute
to a company’s long-term success.

Robin Healy FCG HKFCG, Director -

Corporate Governance Secretariat,

and Kevin Leighton, Independent

Corporate Governance Consultant
Link REIT

At the time of writing, HKEX had

not yet released its consultation
conclusions. Look out for an overview
of the regulatory amendments to the
CG Code and related Listing Rules in
an upcoming edition of CG;j.

e The proposed changes to Hong Kong’s Corporate °
Governance Code (CG Code) and related Listing
Rules set out in the Exchange’s 2024 Consultation -

The Exchange already mandates that at least one-
third of the board of a listed company should consist
of INEDs (Listing Rule 3.10A). In an effort to further

currently planned for implementation from 1 January
2025 - call for listed companies to undertake a board
performance review at least every two years to
ensure that the board remains independent, diverse
and effective. If the proposals in the Consultation are
adopted, additional disclosures will be required in the
company’s corporate governance report, including
the process for evaluating the board and the board
committees, as well as information on how the results
of the evaluation will be used to improve the board’s
effectiveness.

Hong Kong has taken significant steps to enhance
diversity, particularly in corporate governance. From

1 January 2025, single gender boards are prohibited
for Hong Kong listed companies. The proposed
changes set out in the 2024 Consultation would
require that companies with reporting periods starting
on or after this date disclose their board diversity
policies, including measurable objectives and progress
towards their achievement.

reinforce the independence of boards, the 2024
Consultation proposes a tightening of rules around
director tenure. If implemented, a new Listing Rule

will see a nine-year cap placed on INED tenure in

Hong Kong from 1 January 2025, with a three-year
transition period before the requirement comes into
effect on 1 January 2028. Issuers will be required to
disclose the current term of appointment and tenure of
each director in their corporate governance reports.

Previously a recommended best practice, the proposed
changes to the CG Code would require companies to
maintain and disclose a board skills matrix that outlines
the collective skills, expertise and attributes of the
board members, to come into effect from 1 January
2025. The matrix will also need to set out how the
combination of skills, experience and diversity of the
directors serves the purpose, values, strategy and
desired culture of the company, and, where skills gaps
are identified in the current board composition, details
and plans to address these gaps.
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CGj In Conversation

Director training

Institute Chief Executive, Ellie Pang FCG HKFCG(PE) talks to CGj about the importance of
ongoing training for directors of listed companies and the Institute’s new series of director

training seminars.

2N

The Institute promotes continuous
learning as a fundamental aspect of
professional development - do you
welcome the introduction of mandatory
director training for directors of listed
companies, as proposed by Hong Kong
Exchanges and Clearing Limited (HKEX)
in its latest Corporate Governance Code
(CG Code) consultation?

‘Definitely! Training empowers
directors to effectively navigate the
complexities of their roles amidst
growing investor expectations.
Continuous professional development
(CPD) helps directors to refresh

their knowledge and skills, and stay
informed and responsive to changing
landscapes.
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On their appointment, directors must
fully understand their roles, functions
and responsibilities, and - crucially

- their fiduciary duties and legal
obligations towards the companies
they serve.

They must also be conversant

with corporate governance and,
increasingly, with ESG-related

issues. Additionally, they need to
understand risk management and

the functions of internal controls to
ensure risk identification, assessment
and mitigation.

They should receive updates on
industry-specific developments,

business trends and strategies
relevant to the company they serve.

The above are all topics specified by
HKEX for mandatory director training.

Also, the Chinese mainland,
Singapore and Malaysia all have rules
for mandatory director training,
especially for first-time directors.
Professionals such as lawyers,
accountants and governance
professionals who are members of
the Institute all have mandatory
CPD requirements (the Institute and
The Law Society of Hong Kong, for
example, both require a minimum of
15 hours annually).



Do you think the proposed CG Code
amendments are too prescriptive?

For example, they set out a minimum
number of hours of CPD training for
first-time directors, as well as five
‘specified topics’ for such training.
‘Not really. | think HKEX is only
setting out the basic knowledge and
skills that require regular training.
Directors can, and should, go further
with the training that they believe
would help them to perform their
particular roles. For instance, if
directors are on the audit committee,
they would need to receive regular
updates on accounting and finance
matters.

Do you think the five specified topics
set out in the HKEX consultation paper
are on target?

‘Yes. Plus | think the topics are
sufficiently broad, especially the last
one that states: “updates on industry-
specific developments, business
trends and strategies relevant to

”)

the issuer”.

Do you agree with the definition of
‘first-time director’ in the consultation
and do you think director experience
from other jurisdictions should be
considered relevant to determining who
is a first-time director?

‘I do agree with the definition of
“first-time director” in the
consultation, but | think that there
should be some flexibility for
seasoned directors from established
jurisdictions. | do however understand
the potential difficulties in accrediting
jurisdictions for this purpose.

The Institute already plays a pivotal
role in enhancing the capabilities of
directors through its CPD training

programmes - can you tell us about the
director training courses the Institute is
planning to launch in 2025?

‘The Institute has put together a
Director Training Package, which
covers the five topics specified by
HKEX, with over 30 videos in English,
22 in Cantonese and 27 in Putonghua.
We will continue to add to the
collection in all three languages to
ensure that it is a one-stop shop that
meets the training requirements for
new and existing directors.’

What topics will these training courses
cover?

‘The Director Training Package
covers the five topics specified by
HKEX. We have selected a number
of recommended core seminars and
highlighted them in the Package.

Is the Institute an HKEX-recognised
training provider?

‘The Institute has a long tradition
of providing quality training on
corporate governance, ESG and
many other topics relevant to the
governance profession. Our Annual
Corporate Regulatory Update was
first introduced 25 years ago. Each
year we provide over 80 conferences/
seminars with over 18,000
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participants, while our online

ECPD Videos on Demand attracted
over 8,000 participants in the last
financial year. Regulators such as the
Securities and Futures Commission
and HKEX have recognised the
Institute as a competent training
provider in their publications.’

Does the Institute also intend to

set up a professional platform (for
knowledge sharing and collaboration)
for directors in the same way it has
done for sustainability professionals?
‘Good idea. Let me float this with
colleagues and Council!’

Do you think the proposed CG Code
amendments will lead to improved
governance practices in Hong Kong
and to a better alignment with
international best practices?

‘As a governance institute, we

are, in principle, supportive of
HKEX'’s proposals to enhance the
governance of listed companies
and reinforce Hong Kong's position
as a leading international finance
centre. Mandatory director training
is certainly an area that has our
support and we are ready to help
directors achieve their training
goals.’ @e

o the Institute supports the introduction of mandatory director training and is
ready to help directors achieve their training goals

e the Institute has accordingly put together a Director Training Package,
which covers the five topics specified by HKEX, over 30 videos in English,

22 in Cantonese and 27 in Putonghua

e the Chinese mainland, Singapore and Malaysia all have rules for mandatory
director training, especially for first-time directors
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Sustainability reporting -
what’s material?

Alexandra Tracy, President, Hoi Ping Ventures, looks at the difference between single and
double materiality, and explains the basis of Hong Kong's upcoming implementation of the
new ESG reporting regime.
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t the United Nation’s Climate

Change Conference in Glasgow
(COP26) in 2021, investors,
policymakers and companies alike
heaved a sigh of relief to hear the
announcement of the formation
of the International Sustainability
Standards Board (ISSB), which would
end the ‘alphabet soup’ of voluntary
disclosure initiatives, and put in their
place a concrete and efficient reporting
framework.

Building on the work of many of the
then-existing initiatives, including
such venerable organisations as the
Climate Disclosure Standards Board,
the Task Force on Climate-related
Financial Disclosures (TCFD) and the
Sustainability Accounting Standards
Board, who had led the development of
the market over multiple years and are
now subsumed into the International
Financial Reporting Standards (IFRS)
Foundation, the ISSB’s mandate has
been to develop a common set of
high-quality, consistent standards for
sustainability disclosure.

By mid 2023, the ISSB had published its
first two highly anticipated disclosure
standards - IFRS S1, covering general
sustainability concerns, and IFRS S2 on
climate disclosures. By the end of the
year, the ISSB was able to announce
that more than 20 policy and regulatory
bodies around the world had issued
statements of support for the new
standards, with many countries planning
to implement national disclosure
frameworks aligned with them.

Hong Kong Exchanges and Clearing
Limited (HKEX), which was one of
the earliest adopters of the ISSB’s
reporting principles, incorporated the

ISSB standards into its Environmental,
Social and Governance Reporting Code
(ESG Code) - renamed from ‘Guide’ to
indicate the heightened expectations
of listed companies. The ESG Code

will be implemented in phases from
January 2025. In addition to mandatory
disclosure of Scope 1 and Scope 2
greenhouse gas (GHG) emissions, Main
Board listed companies must provide
information, on a ‘comply or explain’
basis, on climate-related risks and
opportunities, governance, strategy, risk
management, and metrics and targets.

Harmonisation - up to a point
So far, so straightforward.

But the ISSB is not the only standard-
setting body in the world and, while
there is widespread support for efforts
to harmonise global disclosure rules,
there is also a substantial sticking point
- how to define ‘materiality’ for the
purposes of financial reporting.

Materiality refers to the significance or
relevance of information in a company’s
decision-making processes. The ISSB’s
standards are based on financial, or
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‘single’, materiality, taking into account
sustainability issues only to the

extent that they create financial risks
and opportunities for the company,
and which could affect its financial
performance, that is, its cash flows,
access to finance or cost of capital
over the short, medium or long term.

The alternative approach is to assess
‘double’ materiality, which involves
evaluating both financial materiality
and so-called impact materiality,

or measuring how a company’s
operations impact on society at large,
not just on its own performance. And
while the ISSB has been formulating
IFRS S1 and IFRS S2 on the basis of
single materiality, its counterparts in
the European Union have been taking
a different path.

The European Union path

The phrase ‘double materiality’ was
coined in 2019 by the European
Commission when it laid out its
philosophy that: ‘EU sustainability
reporting standards need to be
consistent with the ambition of

the European Green Deal and with

e Hong Kong's enhanced ESG Code will be implemented in phases from
January 2025, requiring listed issuers to make climate-related disclosures
in phases, aligned with the ISSB standards

e the ISSB standards are based on single - or financial - materiality,
whereas the alternative approach, adopted by the EU, is based on double
materiality, which also includes sustainability disclosures, and how a
company'’s operations impact on the environment and society at large

e while Hong Kong is adopting the ISSB standards, and therefore the single
materiality approach, the concept of double materiality has not been

rejected out of hand
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Europe’s existing legal framework,
the Sustainable Finance Disclosure
Regulation and the Taxonomy
Regulation. They need to cover not
just the risks to companies, but also
the impacts of companies on society
and the environment.

In July 2023, the European
Commission adopted a regulation

in the European Sustainability
Reporting Standards (ESRS)

detailing the requirements for
companies under the EU’s Corporate
Sustainability Reporting Directive
(CSRD), which came into force earlier
that year. One of the key features of
the CSRD is the explicit recognition
of double materiality. According to
the ESRS, therefore, companies are
obliged to report on the actual, or
potential, positive or negative impact
on the people and the environment
around them over the short, medium
and long term.

In order to meet this reporting
requirement, which is highly complex
and detailed (comprising 10 topics,
36 sub-topics and 92 sub-sub-topics),
companies must undertake rigorous
assessments of their operations,
supply chains and broader
interactions with a wide range of
stakeholders. When assessing what
is material, CSRD guidance suggests
that the severity of an impact should
be analysed based on its scale, scope,
likelihood and difficulty to remediate.

The identification, measurement
and disclosure of these impacts
requires companies to put in place
a systematic materiality assessment
process, often involving new
methodologies and data collection
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mechanisms. Under the CSRD,
reporting companies are also obliged
to provide third-party assurance of
their sustainability disclosures.

Double materiality in practice

The divergence of approach between
the ISSB and EU regulators does

not reflect any disagreement on

the importance of sustainability
disclosure as part of a corporate
reporting regime. The ISSB’s
framework leans heavily on the work
of the TCFD, which emphasises the
financial impacts of climate change,
and encourages companies to assess
and disclose climate-related risks
and opportunities affecting their
businesses.

Rather, the issue is whether
incorporating double materiality
into the mandatory standard is
practicable. There are currently
hardly any economic frameworks
that can be used by investors

to calculate external social and
environmental costs on a consistent
basis. Metrics that are available, such
as those related to biodiversity, are
at a very early stage of development
and tend to be applicable only to
specific localities. As Emmanuel
Faber, Chairman of the ISSB,

wrote in an opinion piece in Le
Monde in October last year: ‘The
non-economic aspect of double
materiality does not motivate any
immediate, clear or strong sanction.
A major issue for one player will be
secondary for another.’

Certainly, the exercise of carrying
out a double materiality assessment
could be viewed as demanding.
According to the CSRD guidelines,

in order to assess its impact on

the wider world, a company needs
to understand the sustainability-
related expectations for its sector,
and consider the areas it may impact
throughout its own operations and
its full value chain, as well as all the
parties who may be affected. As
part of this exercise, the company
is expected to carry out extensive
stakeholder engagement through
surveys, interviews or focus groups.

Moves toward interoperability
While the ISSB has strongly resisted
calls from regulatory authorities and
industry associations such as the
European Securities and Markets
Authority and the European Banking
Federation to move in the direction
of double materiality, it is taking
steps to improve its comparability
and interoperability with other
sustainability reporting standards,
and to minimise reporting burdens,
costs and complexity for companies.

For example, the ISSB and the
European Financial Reporting
Advisory Group have jointly
published interoperability guidance
for companies applying both the ISSB
standards and the ESRS. This states
that disclosure which is considered
material under the ISSB framework
is aligned with the assessment of
whether that disclosure is financially
material in accordance with the ESRS
and vice versa (but also makes clear
that the ESRS requires companies

to evaluate additional sustainability
matters that are not covered in IFRS
S1 or IFRS S2).

The ISSB has also made substantial
efforts to collaborate with the



Global Reporting Initiative (GRI),

a voluntary global standard-setter
for sustainability reporting used

by a large number of companies
around the world, which takes the
impact materiality approach. In
2022, the two organisations signed
an agreement seeking to coordinate
their work programmes and to

align where possible to reduce the
reporting burden for companies using
both standards.

A global baseline, but local
implementation

The ISSB standards provide a
comprehensive global baseline of
sustainability disclosure standards,
but national policymakers are free
to decide on how to mandate them
or how to combine them with
jurisdiction-specific requirements. In
addition to Hong Kong, regulators in
Asia are considering their own road
maps towards adoption and pathways
toward mandatory application.

In many cases, this will lead to a
phased approach. For example,

in Singapore, from January 2025

new ISSB-aligned climate-reporting
requirements will apply to listed
companies on a mandatory basis. This
will be stepped up to include limited
assurance from an independent
auditor to support disclosure of
Scope 1 and Scope 2 GHG emissions
from January 2027. Singapore is
notable for being the first jurisdiction
in Asia that plans to introduce the
same mandatory climate-related
reporting requirements over time for
large non-listed companies.

Japan is also moving toward
incorporating ISSB-aligned standards

into its own framework. The Financial
Services Agency is planning to apply
a new mandatory disclosure rule in
phases, beginning with the largest
listed companies in the financial year
ending March 2027. All companies
listed on the Prime section of the
Tokyo Stock Exchange are eventually
intended to be covered.

The Ministry of Finance of the
People’s Republic of China has also
published a draft framework for
corporate sustainability disclosures
that is broadly in line with the ISSB
rules. Its structure is similar to IFRS
S1, outlining how companies should
disclose information in four key
areas - governance, strategy, risk
management and metrics. However,
in a major diversion from the ISSB
approach, the Chinese proposal

is based on the concept of double
materiality. Like the CSRD, it clarifies
that impact materiality must be
judged over the short, medium

and long term on its scale, scope,
likelihood and difficulty to remediate.
Companies are furthermore required
to make ‘reasonable efforts’ to
collect sustainability information

on risks, opportunities and impacts
throughout their value chains, or to
provide the best available proxies,
such as industry average figures.

Hong Kong implementation

In planning for its adoption of the
ISSB standards, HKEX did not reject
the concept of double materiality
out of hand. The GRI, with its focus
on impact materiality, has been for
some years a popular benchmark
for Hong Kong companies in putting
together their sustainability or ESG
reports. Indeed, in its conclusions
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on the market consultation this
year with regard to the new regime,
HKEX reported that the materiality
reporting principle of its ESG

Code was developed in 2012 with
reference to GRI standards.

However, HKEX clarified that under
its ESG Code, materiality is defined
as ‘the threshold at which ESG
issues determined by the board are
sufficiently important to investors
and other stakeholders that they
should be reported’, which it believes
is sufficiently wide to encompass a
range of materiality considerations,
including, but not limited to, financial
materiality. Therefore, an issuer

is obliged to disclose material
information about sustainability-
related risks and opportunities that
could reasonably be expected to
affect its cash flows or its access to
finance or cost of capital over the
short, medium or long term, which is
consistent with the ISSB approach.

Following on from the implementation
of new standards by HKEX, ESG
reporting in Hong Kong is expected
to converge more closely with

the ISSB framework. The Hong
Kong Institute of Certified Public
Accountants is currently consulting
on local sustainability reporting
standards for companies, to be
aligned with the ISSB standards, for
introduction in August 2025.

Alexandra Tracy, President
Hoi Ping Ventures

Hoi Ping Ventures provides bespoke
research and consulting on green
finance and sustainable investment
in Asian emerging markets.
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Integrative thinking

Adopting a broad-spectrum approach to
problem-solving
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Karin Malmstrom, Co-founder and Managing Director, Corporate Governance Reality
Check, offers some practical insights into how adopting integrative thinking in decision-
making processes helps set innovative leaders apart, and how it helps boards push beyond

conventional approaches.

ow many times have you gone
H into a board meeting and felt like
there are only either-or options on the
table for discussion? Decisions need
to be made, business needs to get
done. It’s black and white. Or is it?

What if you feel that a decision taken
is not ideal, but you ‘can live with it’?

Alternatively, what if settling on less-
than-optimum solutions is no longer
good enough? Can you push beyond
conventional approaches that keep
guiding you toward limited choices?
How do you break the broken record?

You can start by adopting integrative
thinking into your decision-making
processes.

What is integrative thinking?
Integrative thinking is a problem-
solving and decision-making
approach that involves considering
multiple viewpoints and options, and
synthesising them into a cohesive
solution. Innovative ideas, creativity
and willingness to dig deep into your
cache of skill sets and experience are
the cornerstones of realising optimum
outcomes.

Key advantages

You will spend more time and effort
devising solutions, but the results

will have enduring effects that can
achieve long-lasting success. And, in
the process of learning and adopting
integrative thinking practices, you will

absorb useful life skills. Here are
some benefits:

Enhanced creativity. Integrative
thinking encourages looking beyond
conventional boundaries, mixing
diverse ideas to generate novel and
creative solutions. This can lead to
innovations that wouldn't emerge
from traditional linear thinking.

Comprehensive solutions. By
considering multiple viewpoints and
combining elements from various
sources, integrative thinking helps
create well-rounded and thorough
solutions that address problems
from multiple angles.

Improved decision-making.
Integrative thinkers assess a
broader spectrum of information
and perspectives, allowing for more
informed and balanced decisions.
This reduces the risk of omissions
and leads to better outcomes.

Highlights

Conflict resolution. Integrative
thinking fosters understanding
and collaboration, bridging
gaps between conflicting
views. It helps find common
ground and proposes solutions
acceptable to all parties
involved. Everyone at the table
comes out a winner.

Adaptability. This approach is
inherently flexible, adjusting

to new information and
changing circumstances more
effectively. Integrative thinkers
are better equipped to handle
complexity and uncertainty.

Promotes learning and growth.
Engaging with diverse
perspectives and ideas
promotes continuous learning
and personal development. It
encourages open-mindedness
and intellectual humility, which
are essential traits for growth.

e integrative thinking is a problem-solving, decision-making approach that

considers multiple viewpoints and options to generate novel and cohesive

solutions

e the advantages of integrative thinking include enhanced creativity, more
comprehensive solutions, improved decision-making, and economic and

strategic benefits

e integrative thinking addresses the complexities of modern challenges more

effectively than a conventional either-or approach to problem-solving
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Better team dynamics. Incorporating
integrative thinking into teams
enhances collaboration, as it values
and synthesises each member’s input.
It builds a culture of respect and
inclusivity, leading to stronger and
more cohesive teams.

Economic and strategic benefits. For
businesses, integrative thinking

can lead to innovative products,
services and strategies that provide

a competitive edge. It enables
companies to better navigate complex
markets and consumer demands.

How do you adopt and practice
integrative thinking?

Mindset and training are fundamental
elements for mastering integrative
thinking. We are conventionally
taught to think using deductive

and inductive logic. These methods
of reaching resolutions, inferring
what ‘should’ be, and determining
what is and is not true by empirical
observation, respectively, do not
include data or models that do not
already exist. Instead, by employing
generative reasoning, which focuses
on what ‘might’ be, we can stretch
the boundaries of possibilities and
opportunities.

The ‘what if’ factor

When presented with a problem,
question or situation that requires
resolving, integrative thinkers
automatically switch into ‘scenario
scanner mode’. This process includes
considering a range of scenarios
and their possible outcomes, that
is, asking: ‘If this is the problem/
question/situation and if we do
A/B/C/D/E, then 1/2/3/4/5 may be
the result.
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Multiple scenarios create opportunities
to arrive at varying conclusions.
Depending on desired outcomes, the
individual or group can choose which
ones are best. Here are a few tools you
can add to your toolbox:

Adopt ‘the opposable mind’. Embrace
conflicting ideas rather than choosing
between them. Analyse the strengths
and weaknesses of each and all
perspective(s) to create a novel
solution that integrates the best
elements of both/all.

Salience. Identify and understand the
key factors or variables in the problem.
Determine which aspects are the most
important and why. This helps to focus
efforts on critical elements.

Causality. Delve into the relationships
between these key factors.
Understand how changes in one
aspect can influence others. This
mapping of cause-and-effect helps in
predicting outcomes and crafting more
robust solutions.

Thought architecture. Structure your
thought process by breaking down the
problem into manageable components.
Organise these elements hierarchically
and understand how they interconnect
to build a comprehensive solution.

Tension resolution. Rather than
settling for trade-offs, work towards
synergising different elements. Aim
to resolve conflicting priorities in a
way that means both are addressed
satisfactorily.

Prototyping and testing. Develop
prototypes of potential solutions. Test
these in real-world scenarios to gather

feedback and refine your approach
based on practical insights.

Divergent and convergent thinking.
Start with divergent thinking to
generate a wide range of possible
solutions. Then use convergent
thinking to narrow down these
options, combining and refining them
into a single integrative solution.

Visualisation. Create visual
representations of the problem and
potential solutions. Tools like mind
maps, flowcharts or concept diagrams
can help in seeing connections and
integrating different aspects.

Dialogue and collaboration. Engage
in open dialogue with diverse
stakeholders. Different perspectives
can provide valuable insights and
drive the integration of varied
viewpoints into a cohesive strategy.

Scenario planning. Envision
different future scenarios based
on various decisions. This helps in
understanding potential outcomes
and crafting solutions that are
resilient and adaptable to changing
circumstances.

Reflective practice. Periodically
review your decision-making process.
Reflect on what worked, what didn’t
and why. This continuous learning
loop helps in honing integrative
thinking skills over time.

By leveraging these techniques, you
can approach complex problems with
a more holistic perspective, creating
innovative and effective solutions
that draw from the strengths of
multiple perspectives.



Integrative thinking applications
Integrative thinking has numerous
applications across various sectors,
as well as in everyday life. What
comes to mind are companies such as
Apple (integrating then-radical design
and functionality), the Hyatt Hotel
Group (who first created the hotel
model sector for customer-first, mid-
sized, higher-end accommodation)
and Procter & Gamble (whose CEO
took risks based on both experience
and systematic research to recognise
unique opportunities for growth,
such as through acquiring Gillette).
Many of today’s startups have

the potential to blow out existing
paradigms because they are not

afraid to play with concepts and
models that are yet to be created.

Conclusion - walk the talk
Integrative thinking nurtures an
environment where creativity,
collaboration and comprehensive
problem-solving thrive. It addresses
the complexities of modern
challenges more effectively

than traditional, single-faceted
approaches.

Integrative thinking drives innovation
and problem-solving in diverse
contexts, leveraging a blend of
perspectives for optimal outcomes,
making the either-or choice obsolete.
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Leaders who make the effort to train
in and adopt integrative thinking

are more capable at successfully
manoeuvring in ever-changing life
and business environments.

Karin Malmstrom, Co-founder and
Managing Director
Corporate Governance Reality
Check

Corporate Governance Reality Check
is a leadership consultancy focused on
the governance of listed companies,
SMEs, startups, and institutional and
non-profit organisations. The author
can be contacted at: malmstrom@

cg-realitycheck.com.
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The EU Al Act: what
multinational organisations
should know

Saul Howerton, Vice President, Advisory, US, Vistra, provides a clear overview of the new EU
Al Act and its implications for multinational companies with activities in the EU.
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he European Union’s Al Act came

into force on 1 August 2024 and
is a milestone of artificial intelligence
(Al) regulation.

As the first legislation of its kind, the
EU Al Act aims to balance promoting
innovation with safeguarding public
safety, transparency and ethical
standards.

For multinational organisations with
EU activities, understanding and
complying with the Al Act is crucial
for lowering financial and reputational
risks. While the act is now in effect,
some of its provisions will come into
force over the next two years.

This article offers an overview of the
Al Act, highlighting key components
for multinationals.

Background and Al risk categories
The EU Al Act regulates Al systems,
which the European Parliament
defines as systems ‘capable of adapting
their behaviour to a certain degree

by analysing the effects of previous
actions and working autonomously’.

The act applies to various Al
applications and industries, but does
provide exemptions such as for Al
systems used for military, defence or
national security purposes, or those
developed and put into service for the
sole purpose of scientific research and
development.

A critical feature of the legislation is
its classification of Al systems into
different risk categories, as follows:

Unacceptable risk. The Al Act bans
certain risky Al systems, for example

those used in social scoring by
governments or in toys that use voice
assistance to encourage dangerous
behaviour.

High risk. High-risk Al systems include
those used in the following areas.

e critical infrastructures, such as
transportation

e educational or vocational training,
such as exam scoring

the employment and
management of workers, such
as resume-sorting software for
recruitment

essential services, such as credit
scoring

e law enforcement related to
fundamental rights, such as
evidence evaluation

migration, asylum and border
management, such as visa
application examination, and
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(44

for multinational
organisations with EU
activities, understanding
and complying with

the Al Act is crucial for
lowering financial and
reputational risks

)

e justice and democratic-process
administration, such as searches
for court rulings.

Limited risk. These Al systems are
subject to lighter transparency
obligations relative to high-risk
systems. Under the act, providers
and deployers must ensure that end
users are aware they are interacting
with Al, for example that they are
interacting with a chatbot as opposed
to an actual person, or watching a
deepfake as opposed to an unaltered
video recorded from an actual

e the EU Al Act came into force this August and is the first legislation of its
kind, aiming to balance the promotion of innovation with safeguarding
public safety, transparency and ethical standards

e under the act, Al systems are classified into different risk categories, from
unacceptable risk, which is banned outright, to high risk and limited risk,
both of which are subject to specific obligations, and minimal risk, which is

unregulated

e penalties for non-compliance will be set by individual EU member states,
but member states must take into account the thresholds prescribed by the
act, such as the level of fines for engaging in prohibited practices or non-

compliance with the requirements
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(14

Al system providers
include those based in
third countries whose
Al systems’ outputs are
used in the EU

7

event. In addition, Al-generated
text ‘published with the purpose
to inform the public on matters of
public interest’ must be labelled as
Al-generated.

Minimal risk. These Al systems
include Al-enabled video games or
spam filters and are unregulated
under the act.

High-risk systems: provider and user
obligations

Most of the language in the act
addresses high-risk systems and most
obligations fall on system providers,
also known as developers. Providers
intend to place or put into service
high-risk systems in the EU and can be
based in the EU or in a non-EU country
(referred to as third countries). Al
system providers include those based
in third countries whose Al systems’
outputs are used in the EU.

Under the act, high-risk providers
must implement ongoing risk
management protocols and document
compliance, as well as provide
authorities with information to assess
compliance, provide instructions

for use to enable user compliance

and take other measures to ensure
compliance with the act.
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Providers must ensure that Al
systems mark Al outputsin a
machine-readable format and ensure
the outputs are detectable as Al
generated or manipulated.

Users are persons who deploy an

Al system in a professional capacity
(as distinct from end users or
consumers). Users include persons in
the EU as well as in third countries
when an Al system’s output is used in
the EU.

Users of high-risk Al systems

have obligations under the act,
though fewer than providers. Most
significantly, the act indicates that
users of high-risk systems must
monitor their system operation based
on the provider’s instructions for use.
If a user has reason to believe that
using the Al system in accordance
with provider instructions may result
in the system presenting risk as
defined in the act, then the user must
inform the provider and stop using
the system.

Users of Al systems that generate or
manipulate images and other content
that constitutes deepfakes must
visibly disclose that the content has
been Al generated or manipulated.

General purpose Al (GPAI) and
transparency

The new legislation distinguishes
general-purpose Al models (including
large generative Al models such as
ChatGPT) from other models. A GPAI
model can be trained using large
amounts of data, can perform a

wide range of tasks and can be
integrated with other systems or
applications. A GPAI system is based
on a general-purpose Al model and
can be used as, or integrated into,
high-risk Al systems.

To promote transparency, GPAI

model providers must disclose

certain information to downstream
providers. They must also have
policies to comply with copyright

laws when training the models, among
other obligations.

To protect against systemic risks,
the act also has a threshold for the
cumulative amount of computing
power used for training. The
provider of a GPAI model that
meets the threshold must contact
EU authorities. GPAI models with
systemic risk must also perform
evaluations, assess and mitigate
risks, report serious incidents and
implement adequate cybersecurity
controls.

Implementation timeline

The EU Al Act will be fully applicable
24 months after its enactment on 1
August 2024. The Act will roll out its
provisions in stages. Here are some
highlights:

e Ban on unacceptable-risk Al
systems - effective six months
after enactment.



e  Codes of practice - effective nine
months after enactment.

e Transparency requirements for
GPAI - effective 12 months after
enactment.

e High-risk Al systems under
Annex lll, such as systems listed
in biometrics, education and
employment - effective 24
months after enactment.

e High-risk Al systems under
Annex |, related to areas such as
machinery, toys and gas-burning
appliances - mandated 36
months after enactment.

Penalties for non-compliance
Penalties for non-compliance will be
set by individual EU member states,
but the act provides thresholds
that member states must take into
account. These include up to €35
million or 7% of a company'’s total
worldwide annual turnover of the
preceding financial year (whichever
is higher) for engaging in prohibited
practices or non-compliance with
requirements on data.

The European Commission can
also enforce fines on providers of
GPAI models, taking into account
thresholds of €15 million or 3%
of a company'’s total worldwide
annual turnover of the preceding
financial year.

Cross-border compliance and other
considerations for multinational
organisations

It will be challenging for multinational
companies operating in different

EU countries to ensure compliance

with the Al Act. Even though the
regulation aims for uniformity across
the EU, local interpretation and
enforcement of the rules may vary.
These uncertainties represent risks
that any multinational operating in
the EU must account for.

In July, for example, Meta announced
it would not release its Al model

in the EU due to unpredictable
regulators. In June, Apple decided
to delay its release of an Al product
in the EU due to regulatory
uncertainties. That said, given the
size and importance of the EU
market, it's inevitable that major

Al developers and users will
eventually implement policies and
procedures that allow them to
comply with the Al Act and other
EU regulations that affect Al
providers and users, such as the
General Data Protection Regulation.

Multinational organisations must
also account for any new, emerging
and evolving Al regulations in
countries outside the EU. These are
sure to proliferate given ongoing,
rapid advances in Al technology.

In 2023, for example, US president
Joe Biden issued an executive order
establishing safety standards and
requiring large Al developers to
share safety test results and other
information with the government.
And this year, China released a draft
of security requirements for Al
service providers.

To return to the EU Al Act -
multinational organisations should
understand that providers and
users under the act represent

a large and growing number of

CG In Focus

businesses. Clearly, Al developers
must understand and follow the act’s
provisions and fulfil its obligations

if they have EU outputs. Just as
critically, multinational employers
that may not be directly involved in
developing Al should understand any
obligations they may have as users
(that is, deployers) of Al under the
new regulation.

To take what should be a common
example, a multinational employer
using high-risk Al systems for
recruitment in the EU must
understand and follow the Al
provider’s instructions for use. If the
employer has reason to believe that
using the Al system in accordance
with provider instructions may result
in the system presenting risk as
defined in the act, it must notify the
provider and stop using the system.
It must also ensure human oversight
of its recruitment processes, among
other obligations.

Given the complexities of the Al

Act, and the proliferation of Al
regulations in other major economies,
most multinationals will want to hire
a third-party expert with a large
global footprint to provide ongoing
information and advice to lower
related compliance and reputational
risk in all countries of operation.

Saul Howerton, Vice President,
Advisory, US
Vistra

© Copyright September 2024 Vistra

This article was first published on
11 September 2024 in the Insights
section of Vistra’s website.
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Beware of identity theft,
phishing and cyber breaches

Guidance on preventing and mitigating
fraud for charities and non-governmental
organisations (NGOs)
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CGj reviews the latest guidance note issued by the Institute, focusing on helping charities
and NGOs understand the dangers of fraud, as well as offering practical advice on its
prevention and mitigation, and provides an overview of all guidance notes published by the
Institute between April and September 2024.

s an integral part of its thought

leadership initiatives, the
Institute regularly publishes guidance
notes as a way to assist governance
professionals in Hong Kong and the
Chinese mainland to better fulfil their
roles as the governance guardians and
gatekeepers of their organisations, and
to promote good governance practices.

The Institute, with the support of its
Public Governance Interest Group
under the Technical Consultation
Panel, published a two-part guidance
note in September 2024, titled

Fraud Prevention and Mitigation

for Charities and NGOs, to highlight
the risk of fraud faced by these
organisations, and outlining a number
of pragmatic measures for prevention
and mitigation.

Background

In today's more interconnected and
digitalised world, it is an inescapable
fact that fraud - such as identity theft
and phishing - is becoming increasingly
prevalent across all industries.

NGOs and charities are particularly
vulnerable, for several reasons.

Resources for NGOs and charities

to adequately protect against fraud
and cybersecurity breaches may

be limited - as the guidance note
explains, ‘they usually face severe
competition against funding allocation
for operational services requirements’.
In addition, charities may be viewed
by fraudsters as soft targets for

identity theft, as the nature of these
organisations ‘may result in less
stringent financial controls and a lack
of awareness of possible hazards’, the
guidance note warns. Identity theft
hazards include impersonation fraud,
website cloning, phishing attacks and
unauthorised fundraising campaigns.

In addition, the risk of identity theft
and phishing is particularly relevant to
charities and NGOs since they depend
so heavily on donations and goodwill
from the general public. The loss of
reputation, on top of possible financial
losses, resulting from such breaches
has a very detrimental impact

- a negative reputation can last
indefinitely and can affect a charity’s
capacity to carry out its goals.

Case examples
The guidance note highlights
UNICEF as a pertinent example of

Highlights

the fraudulent use of a charity’s

name and logo - in this case, through
‘the fraudulent use of our name

and logo by unethical individuals

who deliberately abuse the trust of
UNICEF supporters worldwide’- citing
the UNICEF website, which provides
clear and precise information on

how fraud is perpetrated and what
measures can be taken to protect
against such abuse. This demonstrates
that even a large international
organisation like UNICEF, which has
far more resources than the majority
of smaller charities and NGOs, is not
immune to cybersecurity breaches,
identity theft and phishing.

While this was a worldwide issue
for UNICEF, the Institute’s guidance
note pinpoints a number of recent
examples from Hong Kong. In
September 2023, HK Ballet suffered
a ransomware attack, where hackers

e charities and NGOs are particularly vulnerable to fraud and identity theft
as their cybersecurity resources are often limited, awareness of the hazards
may be inadequate and reliance on donors means that any breach can lead
to serious, long-term reputational damage

e awareness of possible threats and a robust system of risk management,
along with installing a culture of vigilance, are vital to protect against the
ever-growing threat of fraud and identity theft

e everyone involved in a charity or NGO should be made aware of the
organisation’s fraud prevention guidelines, and should receive regular, up-
to-date training on the risks and preventative measures
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took control of the data of 8,122
individuals. The guidance note reveals
that, in this case: ‘The Office of the
Privacy Commissioner for Personal
Data found deficiencies in information
system management, lax monitoring
of the data security measures adopted
by the service vendor, lack of policies
and guidelines on information
security and lack of appropriate data
backup solutions.” More recently,

in July 2024, Oxfam Hong Kong
suffered a cyberattack in which the
personal data of 470,000 people was
potentially leaked.

Fraud prevention and mitigation
Awareness of possible threats and a
robust system of risk management,
along with installing a culture of
vigilance, are vital to protect against
the ever-growing threat of fraud and
identity theft. While the guidance
note states that ‘the possibility of
fraud cannot be eliminated, even
with preventative measures in
place’, it points out that charities and
NGOs should take steps to lessen
their exposure, as well as establish a
number of mitigation measures in the
event that fraud does take place.

Fraud prevention

It is essential that everyone involved
in a charity or NGO is aware of the
organisation’s fraud prevention
guidelines and that there is a
programme of regular, up-to-date
training sessions - not just for

the board members, other senior
members and employees, but also for
any volunteers. It is also important to
have a clear whistleblowing policy.

e [nspection and surveillance:
according to the guidance note:
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‘Charities and NGOs should
implement stringent screening
procedures for any people or
groups claiming to be raising
money on their behalf!

Robust internal regulations:
robust internal controls, such as
segregation of roles, frequent
financial audits and personal
data protection, are necessary
to help prevent fraud.

Regular review and audit:
regular review and audit by
both internal and external
parties can help identify
fraud or irregularities at an
early stage.

Internal training and building
awareness: good governance
practice calls for regular and
frequently updated training
on risk and governance issues,
covering both management
control and operational levels.

Awareness-raising initiatives:
NGOs and charities should
proactively inform their donors
of the dangers of fraud and the
precautions they can take.

Digital security measures:
‘online contribution platforms
and websites for charities
and NGOs must be secured.
This entails using SSL
certificates, installing two-
factor authentication for
administrative access and
routine software updates
to guard against security
flaws, the guidance note
recommends.

Fraud mitigation

Fraud can - and does - happen,
even if preventative measures

exist. Charities and NGOs should
therefore also institute a framework
for fraud mitigation to counteract
any occurrence.

e  Crisis management plans: crisis
management strategies and
incident response plans that
specify what actions to take, and
by whom, need to be put in place.
This would include protocols for
communication with donors.

e  Reputational management:
the guidance note clearly
states that ‘communicating
openly and promptly with
the public, stakeholders and
contributors is crucial’, and
suggests that professional
external communication
specialists should be engaged
if the incident is considered to
have a sizeable impact on the
reputation of the organisation
or on the community.

e Insurance coverage: acquiring
insurance coverage to guard
against fraud can lessen the
financial damage and provide
funds for any repairs or legal
fees.

o Working with authorities: charities
and NGOs must know what legal
remedies are available in the case
of fraud, such as notifying the
proper authorities, taking legal
action against those responsible,
and cooperating with the police
to locate and retrieve money that
has been lost, if possible.



Key takeaways

‘In the current difficult climate,
charities and NGOs must always be
on the lookout for fraud, the guidance
note emphasises. While the possibility
of fraud cannot be totally eliminated,
charities and NGOs can take active

Guidance note roundup

steps to safeguard their assets, donors
and reputations. However, as the
guidance note cautions, ‘there is no
one-size-fits-all solution’, so these
organisations must adopt clear and
careful strategies to deal with identity
theft and other examples of fraud by
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remaining vigilant and encouraging a
culture of alertness. @&

The Institute would like to thank

all those involved in the production
of this two-part guidance note (see
‘Guidance note roundup’ for details).

The HKCGI guidance notes
published in the second and third
quarters of 2024 are set out
below. The Institute would like to
thank everyone involved in their
production.

April

Guide on Board Evaluations - An
Overview. This HKCGI guidance
note examines the increasingly
important governance issue of
board evaluations by examining the
UK position on the purpose and
procedure of a board evaluation, as
well as the required disclosure, as a
matter of good governance. The UK
and some other jurisdictions adopt
the ‘comply or explain’ approach,
which Hong Kong is also expected
to move towards from the current
best practice recommendation.

This guidance note was authored
by Mohan Datwani FCG
HKFCG(PE), Institute Deputy Chief
Executive, with contributions from
David Simmonds FCG HKFCG,
Institute President, Michael Ling
FCG HKFCG, Chairman of the
Institute’s Technical Consultation
Panel, April Chan FCG HKFCG,
Institute Past President, and Ellie

Pang FCG HKFCG(PE), Institute
Chief Executive.

A Chinese-language version of this
guidance note was published in
June.

May

Climate Disclosure Requirements
- Executive Summary (Parts 1 and
2). These two guidance notes
were compiled by HKCGI to
provide governance professionals
with an overview for advising
their chairpersons and boards of
listed issuers on the new climate
disclosure requirements and
proposed changes to the Hong
Kong Listing Rules to align with
IFRS S2.

The two guidance notes were
authored by Teresa Ko BBS JP
FCG HKFCG, Partner and China
Chairman, Connie Cheung, Head
of Listed Companies Advisory, and
Sam Cheung, Associate, Freshfields
Bruckhaus Deringer. Edith Shih
FCG(CS, CGP) HKFCG(CS, CGP)
(PE), Honorary Adviser to Council,
Past International President and
Institute Past President, and Ellie
Pang FCG HKFCG(PE), Institute

Chief Executive, were contributors
to both parts.

July

The Impact of the New PRC
Company Law on Companies Listed
in Hong Kong. This Chinese-
language HKCGI guidance note
was produced in collaboration
with Tian Yuan Law Firm LLP to
introduce the new PRC Company
Law and explain its impact on
Hong Kong-listed companies.

Audit Governance. This HKCGI
guidance note is based on the
Accounting and Financial Reporting
Council’s July 2024 publication

- which sets out actionable
recommendations for public interest
entities - to provide advice to
governance professionals supporting
listed issuers and their management
as part of audit governance.

It was authored by Mohan Datwani
FCG HKFCG(PE), Institute Deputy
Chief Executive, with input from
April Chan FCG HKFCG, Institute
Past President, and Michael Ling
FCG HKFCG, Chairman of the
Institute’s Technical Consultation
Panel.
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PCPD’s Al Regulatory Framework.
This guidance note, published by
the Institute’s Technology Interest
Group, updates governance
professionals and other relevant
stakeholders - including directors
and senior management - on the
latest Al regulatory advisory in Hong
Kong to help organisations use and
manage Al risks for operational
resilience in an ethical manner.

Wynne Mok, Partner, and Jason
Cheng, Associate, Slaughter and
May, are coauthors of this guidance
note. Members of the Institute’s
Technology Interest Group are
Dylan Williams FCG HKFCG
(Chairman), Ricky Cheng, Harry
Evans, Gabriela Kennedy and Philip
Miller FCG HKFCG.

August

Redomiciliation Regime for Hong
Kong (Update). This guidance

note, the 12th issue published

by the Institute’s Company

Law Interest Group, updates
governance professionals and the
general public on the technical
requirements of the redomiciliation
regime to enhance their knowledge
and help them plan accordingly.

This guidance note was coauthored
by Benita Yu FCG HKFC,

Senior Partner and Chairman

of the Institute’s Company Law
Interest Group, and Lisa Chung,
Partner, Slaughter and May, with
contributions from Angela Mak
FCG HKFCG, Cathy Yu FCG
HKFCG and Wendy Yung FCG
HKFCG.
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Privatization of Hong Kong Listed
Companies. This HKCGI guidance
note, published in both English and
Chinese in collaboration with Baker
McKenzie FenXun, introduces the
common methods, major steps and
important points to note in the
privatisation of companies with a
primary listing in Hong Kong.

Spin-offs of Hong Kong Listed
Companies. Also in August, in
collaboration with Baker McKenzie
FenXun in both English and Chinese,
this HKCGI guidance note offers

a clear and concise framework of
practical advice for Hong Kong-
listed companies, their directors,
supervisors, senior management
and investors, as well as all relevant
stakeholders, on the issue of spin-
offs of Hong Kong-listed companies
from the perspective of the
securities regulatory regime.

September

Handling Cayman Islands
Shareholder Disputes. This

HKCGI guidance note provides
governance professionals with a
clear and practical understanding of
possible remedies available under
Cayman Islands law in the event of
shareholder disputes.

This guidance note was coauthored
by Gemma Bellfield, Partner, and
Max Galt, Associate, Ogier, Cayman
Islands.

Fraud Prevention and Mitigation for
Charities and NGOs (Parts 1 and

2). This two-part HKCGI guidance
note, published in collaboration with

the Institute’s Public Governance
Interest Group, looks at fraud risks,
including identity theft for charities
and non-governmental organisations,
and offers practical advice on fraud
prevention and mitigation.

This guidance note was authored by
Mohan Datwani FCG HKFCG(PE),
Institute Deputy Chief Executive,
with contributions from Michael
Ling FCG HKFCG, Chairman of the
Institute’s Technical Consultation
Panel, April Chan FCG HKFCG,
Institute Past President, and Daniel
Chow FCG HKFCG(PE), Institute
Treasurer and Council member.
Members of the Public Governance
Interest Group comprise April Chan
FCG HKFCG (Chairman), Lau Ka
Shi BBS FCG HKFCG, Margaret
Yan, Natalia Seng FCG HKFCG,
Rachel Ng ACG HKACG, Samantha
Suen FCG HKFCG, Stella Lo FCG
HKFCG(PE) and Vicky Li.

The Institute would also like to thank
April Chan FCG HKFCG, Institute
Past President, and Michael Ling FCG
HKFCG, Chairman of the Institute’s
Technical Consultation Panel, for
their oversight of the Institute’s
guidance notes, and Mohan Datwani
FCG HKFCG(PE), Institute Deputy
Chief Executive, who serves as the
Secretary of the Institute’s Interest
Groups and is the Contributing Editor
of the Institute’s guidance notes.

Comments and suggestions are
welcome, and should be sent to:
mohan.datwani@hkcgi.org.hk.
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New cybersecurity
legislation proposed

Hong Kong proposes a new cybersecurity law
to enhance protection of critical infrastructure

A
i
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Authors from Herbert Smith Freehills examine Hong Kong's proposed new cybersecurity
legislation, formulated to enhance the protection of critical infrastructure computer systems,
and provide a practical synopsis of the main points and obligations under this law.

n 25 June 2024, a new
Ocybersecurity law was proposed
to enhance the protection of computer
systems of critical infrastructures
(Cls) in Hong Kong. The proposed
new law is tentatively entitled the
Protection of Critical Infrastructure
(Computer System) Bill (Proposed
Legislation) and the proposed
legislative framework was set outin a
paper (Paper) submitted by the Hong
Kong Government to the Legislative
Council (LegCo) for its discussion on
2 July 2024. The government plans to
introduce the proposed Bill into LegCo
by the end of 2024. The Proposed
Legislation, once enacted, would likely
be implemented in a staged approach,
with full implementation by 2026.

The objectives of the Proposed
Legislation are to strengthen the
security of the computer systems of
Cls, and to minimise the chance of
essential services being disrupted or
compromised due to cyberattacks.

These developments are part

of a global trend for increased
cybersecurity legislation, bringing
Hong Kong into line with other key
jurisdictions with similar cybersecurity
laws regulating operators of Cls,
including the Chinese mainland,
Macau, Australia, Singapore, Malaysia
and Thailand in the Asia Pacific region,
and globally in the UK, the EU, the US
and Canada.

The Proposed Legislation marks a
significant step towards aligning

Hong Kong with other jurisdictions to
enhance the protection of both Cls and
the overall computer system security
in Hong Kong. Businesses should
closely monitor the developments
relating to the Proposed Legislation
and review their existing cybersecurity
measures (see ‘Key takeaways’).

Scope of the Proposed Legislation
Only expressly designated CIOs and
CCSs will be regulated under the
proposed framework.

ClOs and CCSs will be designated by a
new Commissioner’s Office and the list
of CIOs will not be publicly available.
This is consistent with the approach
adopted in other jurisdictions, such as
the Chinese mainland and Singapore.

e  ClOs: an organisation will be
designated as a ClO if it operates
an infrastructure deemed by

Highlights

the Commissioner’s Office to

be a Cl, taking into account the
organisation’s level of control over
the infrastructure.

o Ithas been proposed that
large organisations, rather
than small and medium-sized
enterprises, will be targeted
by the Proposed Legislation.

o The Proposed Legislation will
only require ClOs to bear the
responsibility for securing
their CCSs, and it will not
involve the personal data
and business information
contained in those systems.

e  (ls: the government has proposed
two major categories:

o infrastructures for delivering
essential services in Hong

e anew cybersecurity law was proposed in June to enhance the
protection of computer systems of Hong Kong's critical infrastructures
and to minimise the chance of essential services being disrupted or
compromised due to cyberattacks, with the bill to be introduced into
LegCo for consideration by the end of 2024

e the government aims to establish a new Commissioner’s Office under the
Security Bureau within a year of the passage of the new legislation, and
will have extensive investigative and enforcement powers

e the proposed new regulations will only cover the critical infrastructure
operators and critical computer systems that have been expressly
designated as such by the Commissioner’s Office
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Kong in eight selected
sectors, namely: (i)

energy, (ii) information
technology, (iii) banking
and financial services,

(iv) land transport, (v) air
transport, (vi) maritime, (vii)
healthcare services and
(viii) communications and
broadcasting, and

o otherinfrastructures for
maintaining important

Key takeaways

societal and economic
activities including, amongst
other things: (i) major
sports and performance
venues and (ii) research and
development parks.

CCSs: computer systems will

be designated as CCSs if they
are ‘relevant to the provision of
essential services or the core
functions of computer systems,
and those systems which, if

e The Proposed Legislation only
covers expressly designated
critical infrastructure operators
(CIOs) and critical computer
systems (CCSs). The list of CIOs
will not be publicly available.

e  CCSs physically located
outside Hong Kong may
also be regulated.

e ClOs will be subject to the
following types of statutory
requirement - organisational,
preventive and incident
response. Although it was
initially proposed that ClIOs
will be required to report (i)
serious computer system
security incidents within two
hours and (ii) other computer
system security incidents within
24 hours, the government has
recently indicated that it will
seriously consider relaxing the
time frame to 12 hours and 48
hours, respectively, following
feedback from stakeholders.

December 2024

A new Commissioner’s Office
will be established under the
Security Bureau.

Specific sector regulators
(such as the Hong Kong
Monetary Authority

(HKMA)) will be designated

as authorities to monitor
compliance with the respective
CIOs’ organisational and
preventive obligations.

The Commissioner’s

Office will have extensive
investigative powers, such as
the power to compel a CIO
to provide information (even
if such information is located
outside Hong Kong) or access
to their premises.

The Proposed Legislation

will introduce offences, while
fines for non-compliance may
be imposed on CIOs, but not
on individuals.

interrupted or damaged, will
seriously impact the normal
functioning of the Cls'. This
means that other computer
systems that are not designated
as CCSs will not be subject to
the Proposed Legislation.

Similar to the scope of cybersecurity
laws in Singapore, CCSs physically
located outside Hong Kong may
also be regulated by the Proposed
Legislation.

The Commissioner’s Office will
engage in discussion with the
organisation to be designated as a
CIO, and any designated CIO will
have an opportunity to object to
such designation and appeal to an
independent board.

Obligations of critical infrastructure
operators

An organisation-based approach

will be adopted, which means

the organisation responsible for
operating a Cl would be required to
fulfil its obligation to safeguard the
security of its computer systems.

An organisation that has been
designated as a CIO will need to fulfil
three types of obligation.

1. Organisational obligations

e maintain an address and an
office in Hong Kong (and keep
the Commissioner’s Office
updated on any subsequent
changes)

e report changes in the ownership
and operatorship of Cls
(however, the government has
recently indicated that it will
seriously consider removing the
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requirement to report changes
in ownership, given the practical
difficulties raised by the
stakeholders), and

set up a computer system
security management unit with
professional knowledge (may

be outsourced), supervised by a
dedicated supervisor of the CIO.

2. Preventive obligations

inform the Commissioner’s
Office of material changes to
their CCSs (for example, design,
configuration, security and
operation)

formulate and implement a
computer system security
management plan and submit
the plan to the Commissioner’s
Office

conduct a computer system
security risk assessment (at least
once every year) and submit

the assessment report to the
Commissioner’s Office

conduct an independent
computer system security audit
(at least once every two years)
and submit the audit report to
the Commissioner’s Office, and

adopt measures to ensure their
CCSs’ compliance with the
relevant statutory obligations,
even when third-party service
providers are employed.

3. Incident reporting and response
obligations

participate in a computer system
security drill organised by the
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these developments are part of a global
trend for increased cybersecurity legislation,
bringing Hong Kong into line with other key
jurisdictions with similar cybersecurity laws
regulating operators of critical infrastructures

Commissioner’s Office (at least
once every two years)

e formulate an emergency
response plan and submit it to
the Commissioner’s Office, and

e notify the Commissioner’s
Office of the occurrence of
any computer system security
incident in respect of CCSs

(Mandatory Incident Notification).

The Mandatory Incident Notification
obligation means that ClOs will

need to report any computer

system security incident to the
Commissioner’s Office, so that the
Commissioner may instruct timely
response as needed. Computer
system security incidents refer to
activities carried out without lawful
authority on or through a computer
system that jeopardises or adversely
affects its computer system security.

The time frame for the Mandatory
Incident Notification depends on the
seriousness of the incident.

e  Within two hours after becoming
aware of the incident: report
serious computer system
security incidents, which refers
to incidents that have or are

7

about to have a major impact
on the continuity of essential
services and normal operating
of Cls, or lead to a large-

scale leakage of personal
information and other data.

e  Within 24 hours after becoming
aware of the incident: report
other computer system
security incidents.

However, the government has
recently indicated that it will
seriously consider relaxing the
above time frames to 12 hours and
48 hours, respectively, in light of
feedback from stakeholders.

If the initial report is made by
telephone or text message, the

CIO will need to submit a written
record within 48 hours after the
initial report has been made.

The Proposed Legislation also
contemplates the submission of a
subsequent written report within
14 days after becoming aware of an
incident, providing further details of
the incident (including the cause(s),
impact and remedial measures).

Further detail on the proposed
requirements is set out in Annex |
of the Paper.
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Commissioner’s Office and powers
A Commissioner’s Office will be
established within the Security
Bureau to enforce the Proposed
Legislation. The Office will:

e designate ClOs and CCSs

e establish a Code of Practice

e monitor security threats

e assist ClOs in incident response

e investigate non-compliance of
ClOs

e coordinate with other
government departments in
formulating policies and handling
incidents, and

e issue written instructions to
ClOs to plug potential security
loopholes.

The Commissioner’s Office will have
extensive powers to investigate (i)
computer system security incidents

and (ii) offences under the Proposed
Legislation. This is consistent with
cybersecurity laws elsewhere, for
example in Singapore and Malaysia.
Specifically, the Commissioner’s
Office will have the power to request
the CIOs to provide information
(even if such information is located
outside Hong Kong) and take
remedial measures, and enter
relevant premises for investigation
with a magistrate’s warrant. In more
serious cases (that is, where a CIO is
unwilling or unable to respond to a
cyber incident), the Commissioner’s
Office can connect equipment to or
install a program in the CCS with a
magistrate’s warrant. Further detail
is set out in Annex Il of the Paper,
while the extent of the Commissioner
Office's powers will become clearer
once the Bill is published.

Sector regulators

Given that some of the Cls are
already comprehensively overseen
by statutory sector regulators,
certain sector regulators will be
designated as authorities to monitor

CGj Technical Update

(44

businesses should
closely monitor the
developments relating
to the Proposed
Legislation and

review their existing
cybersecurity measures

7

the fulfilment of the organisational
and preventive obligations by the
relevant sectors. The Commissioner’s
Office will monitor the compliance of
the incident reporting and response
obligations. This approach allows the
designated authorities to establish
standards and requirements under
their existing regulatory regimes that
best suit the sectors’ needs. CIOs

in these sectors will not be subject
to double regulation - they will not
need to fulfil additional requirements
of the Commissioner’s Office in
relation to the organisational and
preventive obligations.

Two sector regulators have been
proposed at this stage, namely (i)
the HKMA for the banking and
financial services sector and (ii) the
Communications Authority for the
communications and broadcasting
sector. Designated authorities may
issue relevant guidelines for the
institutions regulated.

It remains unclear if all financial
institutions in Hong Kong will be
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offences and penalties
will only be applicable
to organisations - their
individual officers or
staff members will not
be penalised at the
individual level

7

covered. However, it has been
proposed that the HKMA will be
responsible for regulating ‘some’
service providers in the banking and
financial services sector. We also
note that the CIOs to be regulated
will mostly be large organisations.

Legal consequences and penalties
The proposed offences under the
Proposed Legislation include:

e ClOs' non-compliance with
statutory obligations

e ClOs' non-compliance with
written directions issued by the
Commissioner’s Office

e non-compliance with requests
of the Commissioner’s Office
under the statutory power of
investigation, and

e non-compliance with requests
of the Commissioner’s Office
to provide relevant information
relating to a CI.

The Proposed Legislation only
stipulates fines, as determined by

December 2024

the courts, as potential penalties.
Offences and penalties will only
be applicable to organisations -
their individual officers or staff
members will not be penalised at
the individual level.

It is proposed that failure by the
ClOs to comply with any of the
above obligations will be publishable
by fines ranging from HK$500,000
to HK$5 million. Additional daily
fines could be imposed if there is
persistent non-compliance.

If a CIO’s non-compliance with the
statutory obligations results from

a third-party service provider’s
inadequate action, the CIO would
still be held responsible for the non-
compliance.

However, if non-compliance involves
existing criminal legislation, such

as making false statements or
fraud-related crimes, the personnel
involved may be held personally
criminally liable.

By comparison, non-compliance can
lead to criminal penalties including

imprisonment in Singapore and
Malaysia.

Next steps

The government plans to introduce
the Proposed Legislation into LegCo
by the end of 2024 and aims to set
up the Commissioner’s Office within
one year following the passage of
the proposed Bill, after which the
proposed Bill would come into force
within six months.

It is proposed that the Secretary

for Security will have the authority

to specify or amend certain details
through subsidiary legislation, including
the type of essential services sectors
that may be designated as a Cl and the
scope of security management plans
and security audits.

Cameron Whittfield, Partner,

Melbourne, Australia; Hannah Cassidy,

Partner, Head of Financial Services

Regulatory, Asia, Hong Kong; and

Peggy Chow, Of Counsel, Singapore
Herbert Smith Freehills

© Copyright September 2024 Herbert
Smith Freehills
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GoldenGen Reflections

Peter Greenwood FCG HKFCG
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You became Fellow of the Institute in 2001. What was your
professional role at that time?

‘l joined CLP Holdings Ltd in 1995 as Corporate Counsel,
heading the legal department. A few years later, | took
on the role of Company Secretary, which expanded

my responsibilities beyond overseeing legal aspects of
major projects. This broader role presented me with the
opportunity to become a Fellow of the Institute. As a
lawyer, | had a strong grounding and a lot of experience in
company law. That was a big help in diversifying into the
role of Company Secretary.

Can you share some of your golden memories of the
Institute’s early days and your reflections on the pivotal
moments in its development?

‘Reflecting on the Institute’s early days in the late 1990s,
I recall a succession of highly capable presidents who
shaped its progress. Each president brought unique
perspectives and priorities suited to the time, establishing
a strong foundation that continues to support leadership
today. That still remains the case. My golden memories
also include the Institute’s early Corporate Governance
Conferences (CGCs). We weren't sure whether anybody
would come, but right from the beginning it's been a
success. That's one of my best memories.’

You have been involved with the Institute’s biennial CGC
since the beginning. What can you tell us about its evolution
into the major conference that it is today?

‘The Institute was quick to recognise the growing
significance of corporate governance in the late 1990s.
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you have to have an awareness of
change and try to identify change
early to expand your own skills,
so that you can master the new
developments and turn them to
your advantage

)

Peter Greenwood FCG HKFCG
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The inaugural CGC in 1998 happened at a time when
governance was emerging at the forefront of corporate
life. The conference was a manifestation of the Institute’s
awareness of the pivotal importance of governance and
the role it could play in pushing forward good standards of
governance in Hong Kong.

The CGC themes over the years reflect the evolution

of corporate governance. The nature of corporate life
has changed so much that every two years there are
new developments and issues for us to address. We've
never had to repeat ourselves and, as the Institute itself
does, we prioritise looking forward, preparing members
for the future.’

How has governance as a profession evolved since you joined
the Institute?

‘In the 1990s, governance began to appear as a daily term
in corporate life. The velocity of the commercial world

was accelerating and businesses were growing more
quickly - and on occasions, failing more quickly. There

was also a significant shift towards the expectation that a
company'’s responsibilities were not just to its shareholders,
but also to a wider range of stakeholders and that those
responsibilities encompassed not only financial outcomes,
but also a multitude of social and environmental outcomes.

These trends, plus globalisation, resulted in a growing need
for expanded governance skills within a company and it was
then that company secretaries saw their roles shift from
administrative tasks to critical governance functions within
their organisations.

| think the first annual report that | wrote was in 1997 and
that was just over 60 pages. When | retired in 2013, the last
one | wrote was 250 pages. It's an indication of the extent
of disclosure that is now required of a listed company and
how that has grown - and is still growing - massively.’

Your active involvement with the Institute has continued, even
after retirement. What motivates your ongoing contribution to
governance as a profession?

‘Hong Kong has been an incredible place to work, providing
me with the invaluable support of a reputable professional
body, as well as tremendous colleagues. The Institute
makes an excellent contribution to reinforcing Hong Kong’s

status as a global financial centre. If | can help the Institute

in its own mission, then in a small way I'm repaying a great
debt that | owe to Hong Kong. | think the success of Hong
Kong in the past decades came from people contributing
more than they took out. | believe that each of us has a
responsibility to put in at least as much as we take out and,
if we want to grow in our careers, in our businesses and
organisations, and as a society as a whole, we have to put in
more than we take out.’

What advice would you give to the younger generation
starting out on their governance careers?

‘My advice to young governance professionals is twofold.
First, knowing the legal and regulatory framework is
fundamental. Compliance is the minimum standard of
governance and it's the minimum expectation of anyone in
our profession.

Second, stay aware of societal, technological and business
trends that may impact your organisation. Looking back, |
can remember the very first time that climate change was
mentioned at a board meeting. Until that time, none of us
had given any thought to carbon emissions or greenhouse
gases. But now we're talking about moving to net zero.
You have to have an awareness of change and try to
identify change early to expand your own skills, so that
you can master the new developments and turn them to
your advantage.’

December 2024
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Resetting
New Era

187 2001 EFHALSHNEFRES L, HREMRALBEE
fta?

FAE 1995 FMAPBIERBRQF, BEQREREM
B, ARERMI T JLFRE, ZABEER2[WE, X—
ABHRRTHRNERR, TERRTHREEXRMENEREE
Ho XTATERE WNABERBISMARSHAER
=T, FARM, RERAASEBILENEMMNFEN
21, XNKARI AN BNABER TRAZER.

BERESF-EXTASEHNRFEIZ, URENAS
RXENZNREG?

ERARTE 1990 FANIE, RIEFESZMIEEEEE
AWK, 50T 2sNHT, SUSKEFRTIH
KA, R TEGIRWTRNMNAETIE, ISR
NRNEETELWNEM, —HES, HERZKEHEEAEE
. MREFHEIZESEQAZFRNATRERTR
(CGC)e HMNHMAMERT B ARSI, BE—FEM
RETHY. XREREFHNOEIZZ— '

BMN—HAEMEET2SME—ENLATREHRITS, &
B KCMARRRMSHNERESRING?

‘BEI990FAR, 2smBIRIQTEBENEENL,
BJE CGC F 1998 217, [EEQRBEREM T
EENHE, SWBTRTASHQRREEEMMIAN, B
HIEEREEDEBRTFAEMETULKENIER, 25
K, CGCHEHRMT ATAENES, ARESHYE
RERNMLZ K, UETSRELENLBEMMRAT
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HIANAZSETL+HER, FEENEWERANTHSTECFH
Ko BHEGENSIABEREEDNLEFTHE, NRRK
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CGj Institute News

Professional Development

Seminars: October 2024

3 October

Managing employee
misconduct and internal
investigations

Chair: Daniel Chow FCG HKFCG(PE), Institute Treasurer,
Professional Development Committee Vice-
Chairman, Qualifications Committee member
and Investment Strategy Task Force member,
and Senior Managing Director, Corporate Finance
and Restructuring segment, FTI Consulting (Hong
Kong) Ltd

Speakers: Kevin Ma, Senior Director, Risk Advisory &
Investigation, and Raymond Chan, Senior Director,
Technology, FTI Consulting

7 October
Directors’ duties and
offshore legal actions

Chair: Mohan Datwani FCG HKFCG(PE), Institute Deputy
Chief Executive
Speakers: lan Mann, Partner, Dispute Resolution, Harneys, and
Joe Cheung, Managing Director, Harneys Fiduciary
(panellist)

December 2024

8 October

New tax challenges facing
tax-exempt charities and
mitigation measures

S =

Chair: Matthew Young FCG HKFCG(PE), Institute
Council member, Qualifications Committee
Vice-Chairman, NextGen Group Co-Convenor
and Assessment Review Panel member, and Head
of Corporate Secretarial Department, The Hong
Kong Jockey Club

Speakers: Philip Hung, Director, Tax Controversy Services,
Felix Tsang, Associate Director, Tax Controversy
Services, and Chloris Lo, Senior Consultant, Tax
Controversy Services, PwC Hong Kong

14 October
Cross-border data
transfer: compliance
challenges and solutions

Chair: Jerry Tong FCG HKFCG, Institute Assessment
Review Panel member and Professional
Development Committee member, and Financial
Controller and Company Secretary, Sing Lee
Software (Group) Ltd

Speakers: Jihong Chen, Partner, Zhong Lun Law Firm; Dora
Chow, Consultant, Zhong Lun Law Firm LLP; and
Brian Lin, Senior Manager, Sia Partners



CGj Institute News

28 October

Hong Kong payroll
management: practical
brief and update

30 October
European Union
Artificial Intelligence
Act: implications for
companies in Hong
Kong and the Chinese

mainland - B o 4V
Chair: Eric Chan FCG HKFCG(PE), Institute Professional Chair: Mohan Datwani FCG HKFCG(PE), Institute Deputy
Development Committee member, and Chief Chief Executive
Consultant, Reachtop Consulting Ltd Speakers: Helina Ho, Head of Risk and Regulatory
Speakers: Jessica Tsang, Associate Director, Payroll & Visa, Compliance, and Brian Lin, Senior Manager, Sia
Corporate and Legal Solutions, and Eric Tang, Partners; Chandy Ye, Vice Chairman, and Director
Manager, Payroll & Visa, Corporate and Legal of the Data Privacy Committee, Hong Kong China

Solutions, CSC

Network Security Association; and Angelina Kwan,
Senior Advisor, IMC Asia Pacific (panellist)

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

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

accessibility and flexibility.

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

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

Membership

New Fellows

The Institute would like to
congratulate the following Fellows
elected in September 2024.

Au Wai Ching FCG HKFCG

Corporate Secretarial Senior Manager,
SWCS Corporate Services Group
(Hong Kong) Ltd

Chung Fung Lin FCG HKFCG Yan Cheuk Yi FCG HKFCG
Assistant Company Secretary, Senior Company Secretarial
AS Watson & Company Ltd Executive, Progress Holdings Ltd

Lee Hiu Man FCG HKFCG
Principal, BDO Financial Services Ltd

Ng Wing Wing FCG HKFCG
Manager, BDO Ltd

December 2024
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Membership (continued)

New graduates

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

Chan Ka Chun Fung Pak Ling

Chan Kai Yan Ho Ka Sin

Chan Yuen Fong Ho Kai Cheung, Alex
Chan Yuk Yi Hui Chi Yan

Chau Kin Cheung, Alfred Lam Mei Yan

Cheng Yan Yan Lam Yuk Yi

Cheung Ching Yi Lau Kai Lam

Cheung Ka Chun Lee King Sing
Chiang Hiu Hung Lee Wing Hei

Chow Chiu Ling Leung Cho Yik, Tiffany

Chu Yan Tung Leung On Ki, Fion

Chung Kai Yip Leung Tsz Ching

Don Mun Min Leung Wing Yan
Advocacy

Leung Wing Yu Tang Ho Fung

Liu Ka Cheong Tang Yan Yan

Lo Wing Sang Tsang Chun Hin
Lou Kwok Lam Tung Hoi Wun
Mak Chi Wang Wong Hiu Yung
Ng Chui Kwan, Grace Wong Hung Yan
Ng Pui Ching Yeung Chuk Kwan
Pang Tat Kwan Yeung Chung Yan
Phang Pok Yeung Hang Sim
Suen Wai Hin Yeung Hiu Laam
Sy Ka Yu

Szeto Ching Yee, Chloe

Tam Wing Tsz

HKCGI Young Professionals Video - a Day with
a Governance Professional
I Ever wondered
what a day in
the life of a
governance
professional is like?
E The Institute is
thrilled to unveil a 30-second clip that offers a sneak peek

of this dynamic role.

From analysing data and ensuring compliance, to advising
leadership and upholding ethical standards, governance
professionals play a vital role in organisations.

Watch how one of the Institute’s young professionals, Flora
Ho ACG HKACG, tackles compliance and advises leadership
whilst upholding the highest ethical standards, which is all
in a day’s work for the modern governance professional.

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

December 2024

Good MPF Employer
Award 2023-2024

We are delighted to announce
that the Institute has been
awarded the Good MPF
Employer and the MPF Support
Award for 2023-2024 from

the Mandatory Provident Fund
(MPF) Schemes Authority
(MPFA). This marks the eighth
consecutive year of receiving this honour, reflecting our
efforts in enhancing our employees’ retirement benefits, as
well as promoting sound governance policies and practices.

Organised annually by the MPFA, the Good MPF Employer
Award is celebrating its 10th anniversary this year. The
award strives to foster employers’ compliance with MPF
legislation, while also recognising those who have excelled
in improving the retirement benefits for their employees.
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CGj Institute News

China Resources Group offers
scholarships for master’s
degree programmes in
corporate governance

The Institute is thrilled to announce
a significant scholarship endowment
from the Chinese Resources Group to
support students enrolled in master’s
degree programmes in corporate
governance via the Institute’s
Collaborative Course Agreement.

The new scholarship programme,
under the name China Resources
Corporate Governance Scholarship
(FEH TEBQRREEX) B15RS

% ), will cover five academic years

and support 50 outstanding students
annually at four local universities.

This generous support from the China
Resources Group will contribute
significantly to the Institute’s ongoing
efforts - in collaboration with The
Hong Kong Chartered Governance
Institute Foundation Ltd - to nurture
and encourage the next generation of
governance professionals.

News of this endowment was
published on 8 October 2024 in

an article in The Standard, which
highlighted the close collaboration
between the Institute and the China
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Resources Group.

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

HKCGI Sustainability Governance Academy Q&A series

The Institute is excited
to announce the launch
of a thought-provoking
Q&A series from the
HKCGI Sustainability

ey

Governance Academy, where the Academy’s Advisory Board
members share their expertise on pressing sustainability

governance and ESG matters.

Kicking off the series is an inaugural video with Pru Bennett,
Partner at the Brunswick Group and Advisory Board member. In
this video, she considers whether ESG is a luxury for companies,
as well as its importance in modern business strategy.

The Academy welcomes all certificate holders of the ESG
Reporting Certification Course to submit questions for ongoing

video releases.

Stay tuned for more updates!

For details, please visit the Ask section of the Institute’s Sustainability
Governance Academy website: minisite.hkcgi.org.hk/academyy/.

a luxury for companies?
99

Celebrating 75 years of
excellence with a special
) s membership pin

' To express its gratitude and
to commemorate its 75th

distributing a new membership
pin to all Fellows and Associates. / I"I l |
This pin symbolises the close ; L
affiliation and the invaluable contributions made
by these members to the Institute.

\ e )

anniversary, the Institute is \

, 9 °

The pins will be distributed in phases. Members
can collect their pins in person from the Institute’s
Hong Kong office during designated collection
periods. For members residing outside Hong Kong,
the pins will be sent by post.

For details, please visit the Membership category
under the News & Events section of the Institute’s
website: www.hkcgi.org.hk.
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Advocacy (continued)

2024 advanced regulatory seminars for Chinese
companies listed overseas

The Institute held its 2024 advanced regulatory seminars
for Chinese companies listed overseas from 22 to 25
October in Hong Kong, attracting over 50 attendees,
mainly comprising board secretaries and equivalent
personnel, directors, CEOs and other governance-related
senior executives from Chinese companies listed or
planning to list overseas.

The Hang Kang Chartered Governance Institute ﬁ:
SNLEEEAW

Edith Shih FCG(CS, CGP) HKFCG(CS, CGP)(PE), Honorary i P fe

Adviser to Council, Past International President and Past = B A ap s
President, and member of the Council of The Chartered -
Governance Institute, and Ellie Pang FCG HKFCG(PE),
Institute Chief Executive, delivered the welcoming remarks
at the reception luncheon and the seminars, respectively.

Ms Pang, who chaired the first session, and Dr Gao Wei
FCG HKFCG(PE), Chief Representative of the Institute’s
Beijing Representative Office, who chaired the subsequent
sessions, together with speakers from Hong Kong
Exchanges and Clearing Limited (HKEX), the Securities
and Futures Commission, the Independent Commission
Against Corruption (ICAC) and speakers from professional
firms, investment banks and listed companies, shared their
insights and hands-on experience of a range of topics,
including the latest regulatory developments, corporate
finance, mergers and acquisitions, directors’ continuing
obligations, information disclosure and other governance-
related topics.

After the seminars, participants visited the ICAC and HKEX
offices and had the opportunity to meet in person with
relevant officials to exchange views.

The Institute would like to express its sincere appreciation to
all speakers and sponsors, as well as all participants, for their
generous support and participation.
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Student Ambassadors Programme summer
internship 2024

Every year, the Institute invites companies and
organisations to offer summer internship positions to
undergraduates participating in its Student Ambassadors
Programme (SAP), with the aim of providing them with the
opportunity to experience the business operations and
working environment of a governance professional, as well
as to explore their future career paths.

The internship programme has been extended this year
beyond summer internships, to include both part-time and
full-time positions.

This year, a total of 10 companies and organisations
offered job opportunities to the student ambassadors.
The Institute would like to thank the following companies
and organisations for their support of the programme,
listed in alphabetical order.

e Annatto Consultancy Ltd

e CKHutchison Holdings Ltd

e Companies Registry

e  Foxtrot Partner Ltd

e Global Vision CPA Ltd

e Lenovo Group Ltd

e LT Business Consultants Ltd

e  McCabe Secretarial Services Ltd

e Reanda EFA Secretarial Ltd

e SWCS Corporate Services Group (Hong Kong) Ltd

December 2024
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Chartered Governance Qualifying Programme (CGQP)

November 2024
examination diet
Examination postponement
application: REMINDER
Candidates who were unable
to attend the scheduled CGQP
November 2024 examinations
may apply for an examination
postponement by submitting a
completed application form with
a fee of HK$1,000 per module,
along with a relevant medical
certificate and/or supporting
document(s). All applications
must be submitted to the
Institute on or before Thursday
19 December 2024.

Key dates

Key dates Description

19 December 2024 Closing date for examination postponement applications
Late February 2025
Late February 2025

Release of examination results

Release of examination papers, mark schemes and
examiners’ reports

Mid-March 2025

Closing date for examination results review applications

Note: The Institute reserves the right to change the dates and details without prior
notice.

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

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

Studentship activities: October and November 2024

23 October

Promotion talk at Hong Kong Shue Yan University

December 2024

4 November
Career talk at The Hong Kong Polytechnic University
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Meet our all-new long-distance leader. Reaching 8,000 nm/14,816 km'
at Mach 0.85, the Gulfstream G800™ takes you farther faster, guided
by the award-winning Symmetry Flight Deck.

&
Gulfstream’

A General Dynamics Company
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