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CS President’s Message

1'] f you think you may have [inside

information], you probably do’ and so
need to tell the market. Such were the
words and sentiment of Charles Grieve,
Senior Director of Corporate Finance,
Securities and Futures Commission (SFC),
in his presentation to the Institute's
Annual Corporate Regulatory Update
(ACRU) held on 23 May 2012 (for a full
review of ACRU please see pages 8-19 of
this month's journal).

On 1 January 2013 the Securities

and Futures (Amendment) Bill (the
Amendment Bill) will become law. One of
the significant features of this bill in its
current form is the fairly loose definition
of 'inside information' Although the SFC
has guidelines as to what constitutes
inside information - for example it
must be specific, not generally known
and, if known, likely to materially affect
the price of the corporation’s securities
- the Amendment Bill will still leave
considerable room for judgement.

Professional judgement is something
that we as Chartered Secretaries should
encourage and embrace. In Hong Kong
we have a principles-based regulatory
system, not a prescriptive one. In such
an environment we should be able to use
the skills, knowledge and, most important
of all, the experience we have gained

as professionals to advise the chairman
and/ or board of directors whether or
not information needs to be disclosed

to the market. In his ACRU presentation,
Charles Grieve pointed out that assessing
whether information is price sensitive

is not solely a legal issue which can be
decided by the company's legal counsel.
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PSI and the

company

‘Don't ask your lawyer, he said. All inside
information must be disclosed, that's the
law, but the issue here is what constitutes
such information. '[PSI disclosure] is going
to be a judgement call. It needs to be
thought about, he added. Those Chartered
Secretaries who serve as company
secretaries of listed issuers need to be
prepared to make such judgement calls.

The situation is, if anything, even more
challenging for our colleagues on the
mainland. During the recent Regional
Board Secretaries Panel (RBSP) meetings
held on the mainland, board secretaries
of mainland listed issuers, some of
which are also listed on the Hong Kong
bourse (see pages 34-37 for a full
review), expressed their concerns with
regard to the more subjective approach
on the mainland to PSI disclosure. One
representative of the China Securities
Regulatory Commission described Hong
Kong's Amendment Bill as ‘inspiring-

In my opinion, what is not in doubt is
that disclosure of information to the
market is an issue on which the company
secretary must have a say. My advice to
all company secretaries of Hong Kong
listed issuers is that if there is any doubt
in your mind whether or not something is
price sensitive, then you must voice your
concerns and give your opinion to the
chairman and/ or board of directors. 'If

in doubt, shout' may be a simple motto,
but it is to the point and will prove highly
useful to company secretaries faced with
the PSI disclosure challenge.

With regard to the differences in
disclosure regimes between Hong Kong
and the mainland (and indeed, as pointed
out by the RBSP members, the differences
between the disclosure requirements

of the Shenzhen and Shanghai stock
exchanges), this is something which

must be faced and dealt with as quickly

secretary

as possible. Harmonisation of disclosure
policies would benefit all three bourses
and more generally the economies of the
mainland and Hong Kong.

And finally, last month | mentioned that
HKICS representatives would be part of
a Corporate Secretaries International
Association (CSIA) delegation to

the WTO. On 25 June 2012, CSIA
presented to the Committee of Specific
Commitments regarding the creation
of the new 'Corporate Governance,
Compliance and Secretarial Advisory
Services' heading in its services sectoral
classification list. The delegation
consisted of HKICS CSIA representatives:
the Immediate Past President of both
CSIA and HKICS, April Chan; HKICS
Chief Executive and Founding President
of CSIA, Phillip Baldwin; and myself in
my capacity as president of HKICS. The
other CSIA representatives were the
current CSIA President, Anil Murarka:
CSIA President-delegate Nesar Ahmed
(both of whom are from the Institute
of Company Secretaries of India); and
Russell Morrice, Head of Secretariat
and Clerk to Council of ICSA (UK).

We met with various WTO country
representatives prior to and following
the presentation. The presentation, |
am sure you will understand, is just the
start of a long process to try and achieve
CSIA's aim of a new classification for
our profession in the WTO's 'trade in
services' listings.

FCIS FCS(PE)
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To ask our experts a question, please
S e X e I contact CSj Editor Kieran Colvert:
kieran@ninehillsmedia.com

o Wearelooking to allocate excess rights shares, what are

Q e the issues we should consider?

A o Rightsissues have received media coverage recently,
e particularly some shareholder practices designed

to increase the number of excess rights shares allocated

to them. These include splitting holdings into odd-lots at

differently numbered addresses in the same apartment, or

transferring shares to different combinations of joint names.

A rights issue is a way for a company to issue new shares in
order to raise capital. Shares are offered to existing shareholders
in proportion to their current shareholding. They can take these
up partially or in
full, sell the rights
to other investors @omPUterSha re
or ignore the rights
issue. If there are
excess shares available from any unsold entitlements, qualifying
shareholders can then apply for more than their provisional
entitlements.

The allocation for these excess rights shares is typically done
at the company's discretion on a fair and reasonable basis and on
the following common principles:

A, preference is given to applications for less than a board
lot of rights shares where they appear to be made to round up
odd-lot holdings to whole-lot holdings, and

B.  subject to availability of excess rights shares after
allocation under principle A, the remainder (if preference will be
given), or all excess rights shares (if no preference will be given),
will be allocated to qualifying shareholders who have applied for
excess rights shares on (i) a pro-rata basis, or (ii) a sliding scale
relative to the number of excess rights shares applied for.

This means that those who split their holding into multiple
odd-lots potentially stand more chance of gaining more shares
than other shareholders if and when the excess is allocated.

However, for companies wanting to explore different
options to ensure a fair allocation to shareholders, there are
alternatives that we have developed from our experience in
dealing with different rights issues in the past. Get in touch
with us to find out more.

Lina Wynn, Head of Client Services
Computershare Hong Kong Investor Services Ltd
lina.wynn@computershare.com.hk
www.computershare.com
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The rule is...
think for yourself

A new approach to compliance

One of the central themes of this year's Annual Corporate and Regulatory Update
seminar was that compliance, particularly in a principles-based requlatory regime, cannot
be a box ticking exercise — companies, and the company secretaries advising them, need
to think independently about the corporate governance issues relevant to them

n theory it sounds fairly straightforward mechanism for Hong Kong's Corporate this enthusiasm for complying with

- here is the rule, this is what you have Governance Code was supposed to the code's recommendations and
to do. As any company secretary knows, enable companies to forge their own provisions is no bad thing of course,
however, compliance is never really that approaches to corporate governance but what conclusions should we draw
simple. Effecti mpliance, particularly issues based on their own individual from the fact that so few companies
in a principl d regime, requires circumstances. This principle allows for have opted for the ‘explain’ option?
companies independently about some flexibility in the application of Why are companies in Hong Kong so
the issues confronting them. Directors, the rules set out in the code - where reluctant to forge their own solutions
and the conpany secretaries advising individual rules don't fit the particular to the corporate governance challenges
them, need to know a lot more t organisational setting, companies are addressed by the code?
the rules governing, say, connected expected to.deviate.
transactions or director independence 't i Michael Cheng, Senior Vice-President,
- they need to be able to make a It has'not quite worked out that way. HKEX, believes that many companies
considered judgement based on their There has been a very high degree in Hong Kong still approach code

“own particular circumstances. of compliance with the code and compliance with a rules-based frame of

This emerged as one of the central Highlights

themes of this years!'Annual Corporate
and Regulatory Update (ACRU) seminar,
held on 23 May at the Convention and ACRU speakers urged companies to think independently about the
Exhibition Centre. In particular, speakers ¢ corporate governance issues relevant to them

from Hong Kong Exchanges and Cleagi

Ltd (HKEx) and the Securities and companies are encouraged to develop their own compliance solutions to

Commission (SFC) urged the g the Corporate Governance Code

thinking for yourself.
directors are most familiar with their companies' circumstances and are

Addicted to rules? in the best position to make a judgement about the right approach to

The introduction of the fomply or corporate governance challenges

09
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mind. 'Under a principles-based regime
you are encouraged to think about
corporate governance - it is not a box-
ticking exercise, he said. He added that
one reason for companies' reluctance to
follow alternative routes to compliance is
the assumption that any deviation from
the recommendations of the code would
be regarded with suspicion by the market.

Again, this is not really how the comply or
explain principle is supposed to work. Ideally
investors make an informed assessment

of any deviations. If non-compliance is
justified in the particular circumstances and
the deviation from the code is adequately
explained, investors would continue to

have faith in the stock. If the deviation

is due to a failure of governance and the
explanation is spurious, then investors
would sell. Since directors are interested in
delivering shareholder value through higher
share prices, comply or explain is therefore
supposed to be the perfect ‘market based'
enforcement mechanism of good corporate
governance.

July 2012
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Mr Cheng emphasised that deviations
from the code should not be regarded
per se as ‘deviant’ governance. 'l often
have people saying to me, “Michael |
want to comply | don't want to explain”,
but in certain circumstances alternative
corporate governance arrangements
are acceptable, even desirable, and
shareholders should not regard these
alternatives as suspect, he said.

Another misunderstanding Mr Cheng was
keen to address is the notion that any
deviation from code provisions would be
a breach of the listing rules. The Exchange
included in its consultation conclusions
on the recent revisions to the code, an
explanation of the three different levels of
compliance requirements in the rules and
the code:

1. Listing rules - mandatory for all
listed companies and breaches may

lead to sanctions

2. Code provisions - companies can

" in certain circumstances
RIES alternative corporate
governance arrangements
are acceptable, even
desirable, and shareholders
should not regard these
alternatives as suspect

7

Michael Cheng, Senior Vice-President, HKEx

either adopt the code provisions, or,
if they decide not to adopt them,
explain the reasons for this decision
in their Corporate Governance
Report.

3. Recommended best practices -
listed companies are encouraged to
comply, but if they do not, they do
not need to explain why.

Mr Cheng emphasised in his ACRU
presentation that both code provisions and
recommended best practices are voluntary
in nature, they do not have the same
status as the mandatory listing rules.

He also pointed out that many code
provisions are specifically drafted

to allow alternative approaches. For
example revised code provision B.1.3
(re-numbered B.1.2) proposes two models
for the remuneration committee: either it
determines the remuneration of executive
directors and senior management, or the
board retains authority and the committee



acts as an adviser. The only mandatory
element here is that companies need to
disclose in their Corporate Governance
Report which model they have adopted.

The Exchange's basic approach in drafting
the code has always been principles-
based, Mr Cheng said. For example,
regarding directors' time commitments,
‘there have been market concerns that
directors, particularly where they hold
several directorships, may not be able

to devote sufficient time and energy to
their duties, he said, "out we did not want
to be prescriptive so our response was
principles-based’ The Exchange has added
a new principle for the board (see section
A.1) that states that 'the board should
regularly review the contribution from

a director to perform his responsibilities
to the issuer, and whether he is spending
sufficient time as required: Also, new
code provision A.6.6 (upgraded from a
recommended best practice) states that
directors should disclose to the issuer any
change to their significant commitments
in a timely manner. This is backed up

in the listing rules, however, with the
expanded main board listing rule 3.08
which requires directors to take an active
interest in the issuer's affairs.

Call a lawyer or make a judgement call?
From the foregoing, you might imagine
that the work of compliance professionals,
including company secretaries, would be
easier in a rules-based regime. The fact is
of course that, whatever a jurisdiction’s
reqgulatory philosophy, it is impossible

to stipulate precise rules for everything.
Indeed, as Charles Grieve, Senior Director
of Corporate Finance, SFC, pointed out

in his ACRU presentation, there are

limits on how precise you can be when
drafting rules on complex matters of
corporate regulation.

Mr Grieve's presentation discussed the
requirements for the disclosure of price-
sensitive information (PSI) in the revised
Securities and Futures Ordinance (SFO),
which will commence operation on 1
January 2013, and a recurrent theme was
the need to think through the implications
of the requirements for your own
specific circumstances. ‘It is going to be

a judgement call, he said. 'It needs to be
thought about!

For example, there have been many
concerns in the market about the
definition of 'inside information’.
Mr Grieve looked at each of the
three key elements of inside
information to demonstrate how
its meaning will always depend on
specific circumstances.

1. The information must be ‘specific!
Mr Grieve warned that ‘specific’
here does not necessarily mean
‘precise’ information. ‘Thus if your
information amounts to "we've lost
a lot of money but we don't know
yet how much”, we regard that as
specific information, he said.

2. The information ‘must not
be generally known' to that
segment of the market which
deals, or would likely deal, in
the corporation’s securities.
You might expect that readily
observable matters such as changes
in commodity prices, or foreign
exchange and interest rates, would
be regarded as information generally
known. Mr Grieve pointed out,
however, that only the company
knows how much these factors
will affect the company. Thus, if
a companies' financial hedging
strategy means that a change in

What is ACRU?

CSJ Cover Story
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it is going to be a
judgement call, it needs
to be thought about

)

Charles Grieve, Senior Director of
Corporate Finance, Securities and
Futures Commission

foreign exchange rates has resulted
in substantial losses, the company
needs to tell the market.

3. The information would,
if so known, ‘be likely to
materially affect the price of
the corporation’s securities!
‘Everyone has asked about this,
said Mr Grieve. There have been
calls from the market and even
the Legislative Council for the SFC
to issue percentages to determine
how significant the price change
would need to be to trigger the PSI
disclosure obligation. ‘It has got to
change the price to a significant
degree, but we cannot give
percentages, he said.

The good news for companies somewhat
daunted by this uncertainty is that the
SFC has issued draft guidelines on the
implementation of the statutory PSI
disclosure regime with examples of events
and circumstances which may constitute
inside information. These include:

e changes in performance or the
expectation of the performance
e  changes in financial position, for
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example cashflow crisis, credit crunch
takeovers and mergers

acquisitions or disposals

share placing, rights issue, other
share issues

changes in value of assets or
financial instruments

petitions or winding up orders

legal disputes and proceedings, and
cancellation of credit lines.

Mr Grieve warned, however, that there
are limits to how specific guidance can
be. For example, the above list is 'non-
exhaustive and purely indicative, he said.
'For everything on that list, | can think of
examples where it is and where it isn't
inside information, he added.

Moreover, companies should not imagine
that a phone call to their lawyer will give
legal certainty to these issues. 'Don't ask
your lawyer, said Mr Grieve, ‘a lawyer
cannot advise whether something is inside
information or not! The SFC will provide
an informal consultation service for 24
months (until 1 January 2014) on the
disclosure requirements, but, once again,
Mr Grieve warned that there are limits
on how specific this consultation can be.
Companies should not expect an officer

of the SFC to know enough about the
specific circumstances of any individual
company to be able to judge whether a
particular piece of information is indeed
inside information, he said.

‘We get calls from people saying “you

are the requlator, surely you can tell me
whether | have inside information™, Mr
Grieve said'. My response would be "if
you think you may have, you probably
do" The point is, if you call me and ask
about this, the chances are | won't even
know your company name. You can tell
me something about your circumstances
but you can't tell me your whole story in
15 minutes. You know your company, you
are the only one in a position to make the
judgement.' &

This year’s Annual Corporate and
Regulatory Update seminar was
held on 23 May 2012 at the Hong
Kong Convention and Exhibition
Centre, Wanchai. A full review

of the event can be found on

the following pages (14-19) and
photos of the event are available in
this month’s Institute News section
(page 39) and the Institute’s
website (www.hkics.org.hk)
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Will company secretaries be personally liable for breaches of

Hong Kong's new statutory requirements for the disclosure of

price-sensitive information? How should company secretaries

prepare themselves for the abolition of par value shares? The

pace of regulatory change shows no sign of abating in Hong

Kong. Small wonder then that this years' Annual Corporate

and Regulatory Update (ACRU) seminar was packed to capacity.

CSj highlights the major compliance issues raised at the seminar.

he Institute's Annual Corporate and

Regulatory Update seminar has grown
to become the most popular event in the
CPD calendar and this years' event drew
a record audience of 850 practitioners
(not to mention the further 200 hopefuls
on a waiting list). This year's event was
particularly timely since practitioners need
to prepare themselves for a number of
major changes to Hong Kong's regulatory
environment, including changes to:

®  the Corporate Governance
Code and associated listing
rules (effective April this year) -
speakers discussed the new section
on company secretaries, higher
standards for directors' duties and
training and the work of board
committees

®  the revised Securities and Futures
Ordinance (effective 1 January

July 2012

2013) - speakers discussed the

new statutory requirements for
the disclosure of price-sensitive
information, and

®  the revised Companies Ordinance
(effective late 2013/ early 2014) -
speakers discussed the abolition
of par value shares and the
Memorandum of Association.

The Securities and Futures Commission
(SFC), Hong Kong Exchanges and Clearing
(HKEx) and the Companies Registry were
on hand to brief attendees on these
critical developments. As usual, however,
the seminar was a mix of regulatory
issues and more practical issues in
company secretarial practice. This year
the Companies Registry and the Inland
Revenue Department briefed attendees on
the advantages for practitioners of their
new e-services.

ACRU
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Regulatory issues

Building a disclosure culture

The SFC fielded two speakers - Mark
Steward, Executive Director of
Enforcement, and Charles Grieve, Senior
Director of Corporate Finance - to
prepare practitioners for the transition
to Hong Kong's statutory price-sensitive
information (PSI) disclosure regime.
One of their central themes was that
the new regime will require a change

of mindset. ‘It will require a cultural
shift in Hong Kong, said Mr Steward. He
added that the main responsibility for
ensuring that minds do indeed change
does not lie with the SFC. 'That belongs
with the market, with companies and
with you. The SFC enforcement capacity
should only be a backstop if that doesn't
happen, he said. This point was re-
enforced by Mr Grieve, ‘'we can take
action, but we don't want to do this
through enforcement, he said.
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Enforcement, however, is Mr Steward's
day job and he took the opportunity of
the ACRU forum to explain the SFC's
general approach to it. ‘Our approach
is not only to take action against
misconduct, where the focus is on the
wrongdoer, but also to remediate the
consequences of fraud and misconduct,
where the focus is on the wrongdoing,
he said. 'Seeing the wrongdoer in jail
doesn't really help you if you've lost all
your money’.

He then turned to a number of

recent cases of the misuse of inside
information by way of introduction

to Hong Kong's new PSI disclosure
regime. He urged company secretaries
to ensure their companies have good
internal controls to effectively manage
inside information between the time the
information comes into being and the
moment of disclosure.

4 S ey
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These controls should include processes
to identify sensitive information, protect
confidentiality before disclosure and
ensure disclosure is efficient and timely.
'Proper, well-defined controls should
become a habit, a discipline; he said, ‘for
companies and for company secretaries.
| don't want to overstate the role of

Highlights
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getting it wrong is
not the trigger for
liability, personal
liability for officers
is dependent on
proof of actual fault

7

Mark Steward, Executive Director of
Enforcement, SFC (on the personal
liability company officers face for
breaches of Hong Kong's statutory
PSI requirements)

company secretaries, they are one among
many players, but the role and function
of company secretaries is a key one in
ensuring that information is not abused!

He then turned to a topic of particular
interest to company secretaries
regarding the new PSI regime - liability.

® companies should review their internal controls to ensure against
breaches of Hong Kong's statutory requirements for the disclosure of

price-sensitive information

® company secretaries face personal liability for breaches of the new
statutory PSI disclosure requirements only where there is proof of
intention, recklessness, and/ or negligence

® companies should review their constitutional documents to prepare for

the abolition of par value shares

July 2012
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He acknowledged that there have

been significant concerns about the
personal liability of company secretaries
for breaches of the statutory PSI
requirements. ‘There has been concern that
we are imposing liability on individuals,
but it is important to bear in mind that

the legislation does not impose personal
liability on company officers trying to do
the right thing. Getting it wrong is not the
trigger for liability, personal liability for
officers is dependent on proof of actual
fault; he said. He stressed that there would
need to be proof of intention, recklessness,
and/ or negligence for company secretaries
to be personally liable.

He added that similar statutory
requirements in other jurisdictions did not
open the floodgates of personal liability
cases. In fact, actions have tended to be
against companies rather than individual
officers.

Preparing for Hong Kong's new
Companies Ordinance

It has been a long time coming, but Hong
Kong's new Companies Ordinance is
expected to be implemented in late 2013
or early 2014. Phyllis Mckenna, Deputy

July 2012
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1 urge you to look at your
constitutional documents to
see if there is anything you
need to do

—
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Principal Solicitor (Company Law Reform),
Companies Registry, updated ACRU
attendees on two significant reforms
which the new ordinance will implement.

1. Retiring the concept of par value.
The 'par’ or ‘nominal’ value of a share is
the minimum price at which the share can
be issued. The Companies Bill abolishes
this concept since, Ms Mckenna pointed
out, it no longer serves its original
purpose of protecting creditors and
shareholders and gives no indication of
the real value of shares.

The Ordinance adopts a 'big bang'
approach to the abolition of par value.
This means that, upon the commencement
of the revised Companies Ordinance, there
will be a mandatory migration to no par
for all companies with a share capital. The
concepts of ‘nominal value' and 'share
premium’ will be abolished. The existing
share capital amount will be amalgamated
with the share premium account and
capital redemption reserve. There will

be deeming provisions to ensure that
contractual rights defined by reference

to par value and related concepts will not
be affected by the abolition of par. The

)

Phyllis Mckenna, Deputy Principal Solicitor
(Company Law Reform), Companies Registry
(on the need to prepare for the abolition of
par value shares)

deeming provisions will save considerable
work, expense and time for companies
and reduce the possibility of disputes, said
Ms Mckenna.

She added that this mandatory migration
to no par will be simpler for all concerned.
‘An optional no par system would require
legislating for, and administering, two
parallel legal systems, thus necessitating
additional costs and complexity, she

said. She also pointed out that the
commencement date of the Companies
Bill is expected to be at least 14 months
after its enactment, so there will be a
transition period to allow companies to
review their articles etc. 'l urge you to look
at your constitutional documents to see if
there is anything you need to do, she said.

2. Abolition of the Memorandum

of Association. Another retiree under

the revised Companies Ordinance will

be the Memorandum of Association.

Ms Mckenna explained that, with the
abolition of the Ultra Vires rule, objects
clauses have become less significant for
most companies and the need for the
Memorandum as a separate constitutional
document has diminished.
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your ESG report is not a
public relations document

)

Sarah Chow, Senior Manager, HKEx

Upon the commencement of the revised
Ordinance, companies can incorporate
with the relevant incorporation form and
a copy of the Articles of Association -
there will be no need for a Memorandum.
Of course, this does raise the question
of what a company with an existing
Memorandum should do. They don't
have to do anything, said Ms Mckenna,
‘the existing memorandum will be
deemed to be an Article of Association!
She also clarified that provisions in an
existing Memorandum will be deemed
to be provisions of the company's
Articles. Moreover, in any ordinance

in force before the commencement of
the revised Companies Ordinance or in
any other document made before that
date a reference to the Memorandum

is a reference to the company's Articles
and a reference to a condition of

the Memorandum is a reference to a
condition of the Articles.

Corporate governance changes

The Exchange's latest revisions to the
Corporate Governance Code and associated
listing rules took effect in April this year
(except for the requirement that INEDs
represent at least one-third of the board

which becomes effective 31 December
2012). Two speakers from HKEx - Michael
Cheng, Senior Vice-President, and Ellie
Pang, Assistant Vice-President - updated
attendees on these changes.

These changes have been covered in this
journal (see CSj, January and February 2012
editions) and are therefore not discussed

in detail here. The changes are nevertheless
highly relevant to company secretaries

in Hong Kong - not least because they
centralise the role of company secretaries
in corporate governance. Ms Pang said the
new section in the code devoted to the
company secretary (section F) is designed
to highlight the important role of company
secretaries in corporate governance. To
elevate the company secretary position

in companies we have brought in a

code provision that company secretaries
should report to the chief executive or the
chairman, she said.

She also highlighted the new code
provision stating that the board's
decision to appoint or dismiss the
company secretary should be made at a
physical board meeting rather than by
written resolution. "We believe that the
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appointment or dismissal of the company
secretary is an important matter, and
should be decided by a physical meeting
to give the board the opportunity to hear
and debate all the issues!

ESG reporting

The Exchange also highlighted its new
initiative to encourage wider reporting
on environmental and social issues in
Hong Kong. It recently published its draft
Environmental, Social and Governance
Reporting Guide. Sarah Chow, Senior
Manager, HKEx, updated ACRU attendees
on the intentions of the guide.

She started her presentation with a

snap poll on the number of attendees
who are involved in 'ESG' reporting. Very
few hands were raised. This may not,
however, be representative since the term
‘ESG' is relatively new. Companies may
see their ESG reporting as 'corporate
sustainability’, or 'environmental’, or
‘corporate social responsibility’ reporting.
Ms Chow demonstrated that over the last
two decades the nature of non-financial
reporting has expanded. Where initially it
was overwhelmingly concerned with the
environment, now it typically includes
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ACRU 2012: the speaker line-up
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social issues and has become a lot more
integrated in nature (see 'Global non-
financial reporting by type' on page 19).

'ESG' stands for environmental, social
and governance. The governance side of
things is relatively well looked after in
Hong Kong, but the two other pillars -
environmental and social - are relatively
neglected. Ms Chow's main theme was
that "your ESG report is not a public
relations document! Informal feedback
received by the Exchange has indicated
that some companies are avoiding
addressing environmental and social
issues because they don't want to focus
on 'negative’ issues. Company reports
need to address the issues of concern

to stakeholders, she pointed out, and
issues like pollution, climate change and
employee health and safety are therefore
highly relevant.

She quoted, on an anonymous basis, a
corporate social responsibility statement
from a recent annual report of a Hong
Kong company to demonstrate the need
for a much more rigorous approach to
ESG reporting, particularly in the context
of the increasing awareness among
investors about the risks companies

face as a result of environmental and
social issues. A statement about how

the company 'cherishes the natural
environment' is not that helpful to
investors who want to know about the
company's emissions, energy usage or
waste generation. Similarly, a statement
that the company is 'treating its
employees with respect’, does not inform
investors about the company's employee
turnover rate or the number of work
fatalities in the year.

Investors want to know what companies
are doing to address environmental
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and social risks, she pointed out. The
new ESG guide therefore suggests
ways companies can start using ‘key
performance indicators' to track their
performance in areas including: working
conditions, health and safety, labour
standards, emissions, use of resources,
the environment and natural resources,
supply chain management, product
responsibility, anti-corruption and
community investment.

Connected transactions

There has been an increasing focus on
the requlation of connected transactions
in Hong Kong, and the listing rules

now contain new safeguards against
listed issuers' directors, chief executives
and substantial shareholders (or their
associates) taking advantage of their
positions when the listed issuer enters
into such transactions. Ms Christine Kan,
Senior Vice-President, HKEx, updated
ACRU attendees on the new HKEx Guide
on Connected Transaction Rules which
was published on HKEx website in April
2012. The guide is available on the HKEx

website (www.hkex.com.hk) via Rules and
regulations/ Guidance on listing matters/
Guidance materials/ Other matters.

Practical issues

Electronic incorporation

Over the last decade the Companies
Registry has made major advances in

the computerisation of its services.
Wendy Ma, Deputy Registry Manager
(Development), gave ACRU attendees an
update on some of the key e-services

for company secretaries, such as the
e-submission of annual returns. Her
colleague, Nancy Yau, Deputy Registry
Manager (Company Formation &
Enforcement Division), updated attendees
on the highest profile of the Registry's
new e-services - the e-incorporation
service. This service has been available
since 18 March 2011, but uptake has been
relatively slow (see CSj, April 2012, pages
6-10). Ms Yau urged ACRU attendees to
make use of the new service which can
reduce the time needed for incorporation
from four days to one hour. She also gave
a number of tips on how to get the best

Other
Social/Community
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Environment & Social

Environment, Health & Safety

Environment

out of the service - in particular via the
user registration process, the use of model
MEtAs, e-form filling and signing and
payment methods.

Electronic tax

This year's ACRU seminar also included

a presentation by the Inland Revenue
Department (IRD) on electronic tax (e-tax).
Tse Yuk Yip, Assistant Commissioner of
Inland Revenue, gave some tips on how
to open an e-tax account, the e-filing

of tax returns and the e-payment of tax
demands. She outlined the benefits of
migrating to e-tax. 'We are committed
to collecting revenue efficiently and cost
effectively, she said. Her presentation
also addressed the issue of business
registration. The IRD, in conjunction with
the Companies Registry, has launched a
one-stop online company and business
registration service via the e-Registry
(www.eregistry.gov.hk).

More information on the Institute’s
CPD events is available on the
HKICS website (www.hkics.org.hk).

July 2012 19



CS In Focus

Is integrated reporting
achievable?

It is essential that organisations get out of a compliance mindset and start to

communicate their financial story in the most effective and transparent way.

This, argues Geraldine Magarey FCA, Manager, Sustainability and Regional

Australia, Institute of Chartered Accountants in Australia, is what integrated

reporting sets out to do.

he annual report has a key role

to play as a means of furthering
accountability, while also being an
important channel for communication
between typically larger organisations and
their many stakeholders. Increasingly, the
value and relevance of the information
provided in an annual report are being
questioned.

Around the globe, there have been calls
to find a solution to the mountains of
information (both financial and narrative)

concept of integrated reporting is proving
to be increasingly welcomed by preparers
and users of annual reports.

In 2010, the Prince of Wales's Accounting
for Sustainability Project (A4S) and

the Global Reporting Initiative (GRI)
announced the formation of the
International Integrated Reporting Council
(IIRC). The IIRC's stated mission is to
create a globally accepted integrated
reporting framework. In September

2011, the IIRC released its discussion

nap owara nteagrated repo nag:

century. The paper sets out the
rationale for integrated reporting.

There is no single agreed definition

of integrated reporting. The [IRC
defines integrated reporting as 'a new
approach to corporate reporting that
demonstrates the linkages between an
organisation’s strategy, governance and
financial performance and the social,
environmental and economic context
within which it operates. Integrated
reporting has been adopted by several
inki panies around the



on the Johannesburg Stock Exchange
(JSE) have been mandated to prepare
integrated reports. Many listed companies
are now in their second year as the initial
start was for financial years starting on
and after 1 March 2010.

The concept of integrated reporting is not
new. In 2008, the Institute of Chartered
Accountants in Australia (ICAA) launched
its paper Broad based business reporting:
the complete reporting tool. There were
two important aspects of broad based
business reporting. First is its value
proposition that businesses can benefit
from clearly reporting on their strategy,
their performance in implementing it,
and insights about their performance
prospects. Second, it is the requirement for
businesses to manage limited resources
effectively in delivering on strategy, and
then clearly monitoring and reporting
sustainable progress in achieving stated
objectives.

Linking strategy to finance and
sustainability

Integrated reporting brings together
material information about the strategy,
governance and performance of an
organisation. How does that differ

from the current annual report? The
annual report is focused predominantly
on financial and commercial aspects

and often does not reflect social and
environmental information that is material
to the organisation. An integrated report
provides insight into an organisation's
strategic focus. It explains how the
organisation can create and sustain value
over the short, medium and long term.

An integrated report does not replace the
need for financial statements. Financial
statements contain important information
about an organisation. It is vital that this

information is reported and available to
all stakeholders, however, it should not be
the primary report on an organisation's
performance.

Currently, many organisations tend to
produce a suite of reports which serve
different purposes and meet the needs of
different stakeholders. This reporting is
often fragmented, voluminous, complex
and ultimately without regard for how the
information is actually used. An integrated
report would eliminate this overwhelming
load of information while at the same
time aligning an organisation's reports
with the information needs of its various
stakeholders.

The IIRC discussion paper sets out five
guiding principles that underpin the
preparation of an integrated report in
terms of both content and presentation.

1. Strategic focus - an integrated
report should provide insight into the
organisation’s strategic objectives,
and how those objectives relate to its
ability to create and sustain value.

2. Connectivity of information -
an integrated report shows the

Highlights
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connections between the business
model, external factors and the
resources and relationships on which
the organisation depends.

3. Future orientation - it should
include management's expectations
about the future so that users
can understand and assess the
organisation's prospects.

4. Responsiveness and stakeholder
inclusiveness - an insight should
be provided into an organisation's
relationships with key stakeholders
and how it understands, takes into
account and responds to the needs
of these stakeholders.

5. Conciseness, reliability and
materiality - if integrated reporting
is to be seen as a credible and
primary report for stakeholders, it
needs to provide concise, reliable
information that is material to the
organisation.

These guiding principles are crucial to the
success of integrated reporting. However,
getting it right is a challenge. Entities that
are preparing to report on an integrated

® anintegrated report provides insight into an organisation's strategic
focus and transcends purely financial information generally provided in

an annual report

e itis essential that organisations get out of a compliance mindset and
start to communicate in the most effective and transparent way

e there are many potential benefits to organisations from integrated
reporting but there is still a need for practical guidance
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basis often explain that connectivity of
information is the biggest challenge
they face.

Because of the advent of the King Report
on Governance for South Africa 2009 (King
1), many South African companies are
well advanced with regard to integrated
reporting. Vodacom is an example of one
South African company which has found
that integrated reporting is a journey
beginning at board level.

What is included in an integrated
report?

The IIRC discussion paper also provides an
outline of the content it believes should
be included in an integrated report.

1. Organisational overview and
business model - this should
explain what the organisation does
and how it creates and sustains
value over time.

2. Operating context, including risks
and opportunities - the report
should explain the circumstances
in which the organisation operates,
including details of the key resources
and relationships the organisation
depends on. It should also explain
the key risks and opportunities the
organisation faces.

3. Strategic objectives and strategies
to achieve those objectives - this
section should explain the strategic
direction of the organisation and its
plan for achieving these objectives.

4. Governance and remuneration - an
integrated report should explain an
organisation's governance structure
as well as how this structure assists
the organisation to achieve its

July 2012

strategic objectives. The link between
executive and board remuneration
and performance in the short,
medium and long term should be
explained.

5. Performance - the organisation
needs to explain how it has
performed against its strategic
objectives and related strategies.

6. Future outlook - the organisation
should outline the opportunities,
challenges and uncertainties it is
likely to encounter in achieving its
strategic objectives as well as the
implications for achieving these
objectives.

Although most reporters agree with the
suggested content, further guidance

is required to assist report preparers
understand what is required. Two areas
which will be discussed further as we look
at the issues associated with integrated
reporting are around business models and
future outlook.

The business case for integrated
reporting

Many organisations are already benefiting
from reporting on an integrated basis.
Research on the experience of these
organisations has identified a number

of benefits.

®  Improving the quality of
information reported so that it
better aligns with the needs of
investors - this can result in a lower
cost of, and better access to, capital.

e Alignment of reporting
cycles - some organisations report
on different areas of the organisation
over different time frames. Aligning

the reporting cycles of its various
reports such as financial and
sustainability reports can result in
cost savings.

®  Better risk management including
reduced reputational risk -
conversely, it also allows for better
identification of opportunities.

®  /mproved engagement with
key stakeholders - these include
including employees and investors.

Although the benefits of integrated
reporting are explained in the IIRC's
discussion paper, more work is required to
further explore and explain these benefits.

Why should a board of directors embrace
integrated reporting? Consider the
following.

Communicating versus complying

It is now a universal complaint of boards
and finance professionals that financial
reporting is not achieving what it sets



out to do. The complaint is that it is too
complex with a focus on compliance
whereas it should be really about
communication. The recent leadership
paper jointly developed by the ICAA, the
Financial Reporting Council (FRC), and
the Institute of Chartered Accountants
of Scotland (ICAS) explores the merits of
increased communication emanating from
the audit committee at a board level (see
Walk the line: discussions and insights
with leading audit committee members,

available from www.charteredaccountants.

com.au/walktheline). It is essential that
organisations get out of a compliance
mindset and start to communicate their
financial story in the most effective and
transparent way. This is exactly what
integrated reporting sets out to do.

Reporting intangibles

According to the IIRC discussion paper,
83% of market value in 1975 was
explained by physical and financial assets
whereas by 2009 the figure was down

to 19%. Directors, investors and other
stakeholders are realising that the value

drivers of an organisation are increasingly
intangible and include items such as
intellectual and human capital as well

as environmental, social and governance
issues. The change in how value is driven
has not been matched by changes in
financial reporting. This goes to the heart
of integrated reporting.

Breaking down silos

Integrated reporting shifts the focus
away from traditional financial reporting
and looks at an organisation on multiple
levels. This helps to break down silos and
encourages information sharing.

Increased transparency

So where does integrated reporting lead
us? Communicating better and more
useful information will lead to increased
transparency. Bob Laux, Senior Director,
Financial Accounting and Reporting at
Microsoft, believes increased transparency
‘gives CFOs a chance to take a leadership
role in telling the company story in a more
effective way, making an even bigger
impact on their organisations.

CSJ In Focus
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around the globe,
there have been calls
to find a solution

to the mountains

of information

(both financial and
narrative) that need to
be provided according
to compliance rules

)

Concerns with the proposed integrated
reporting framework

While the IIRC's discussion paper identifies
a number of benefits of integrated
reporting, many reporters believe there
are a number of concerns with both the
paper and with the concept of integrated
reporting. In fact one of the issues with
the discussion paper is that it examines
the benefits more than the challenges.
Although many of these concerns have
not been fully explored in the discussion
paper, they will receive further scrutiny
and discussion as a result of the |IRC
receiving over 200 responses to the paper.

The concept of value creation is a key
plank of integrated reporting. However,
issues have been identified with this
concept. The main issue is the definition
of value. Who is the value created for? Is it
investors, stakeholders or society at large?

Materiality is very important to the
success of truly reporting on an integrated
basis. The definition of materiality will
also involve a number of challenges for
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reporters and for stakeholders. Materiality
is a long-accepted notion in accounting;
however, it is applied in a different sense
in other forms of reporting such as
sustainability reports.

The suggested content of an integrated
report includes a section on future
outlook. Many are concerned with
potential liability issues for both the
organisation and those charged with
governance related to making forward-
looking statements.

For any report to be useful there must
be a degree of comparability and
consistency. This applies both internally
and externally. The information provided
in an integrated report must be
comparable from one period to the next
for report users to understand how the
organisation has performed over time. It
is also crucial for organisations to report
in ways that allow information between
entities to be compared. Although there
are some differences in how accounting
standards are sometimes applied and
which standards are used, the current
financial reporting regime enables

July 2012

a degree of comparability between
organisations.

A crucial plank of any organisation’s
governance structure should be its
external audit function. Integrated
reporting and the need to report on
non-financial information may provide
a challenge in having the information
audited. Some have questioned whether
it is possible to audit this information.
Many organisations that already

report on an integrated basis obtain
some form of audit or assurance over
their information as they understand
the benefit of audit in ensuring the
credibility of their reports and the role
audit provides in their governance
structure. Chartered Accountants
provide assurance over non-financial
information such as carbon emissions
and sustainability reports. They have
proven methodologies and standards to
guide this work which can be utilised in
an integrated reporting framework. For
its 2011 annual report, the ICAA was one
of the first member bodies in Australia
to engage external auditors to conduct a
limited assurance review on the non-

(44

entities that are
preparing to report
on an integrated
basis often explain
that connectivity of
information is the
biggest challenge
they face

)

financial information contained in its
annual report.

Concerns have been raised over an
organisation needing additional resources
and the potential costs associated with
these resources to produce an integrated
report. However, many who already report
on an integrated basis have experienced

a more efficient use of existing resources
as the many existing reports they had
were streamlined into fewer reports and
reporting cycles were synchronised.

Another area of concern for reporters
is around the requirement to discuss
business models.

First, there is a lack of an agreed definition
of what is meant by a business model. To
achieve comparability and for integrated
reporting to be credible, there needs to

be a commonly accepted definition of a
business model.

The second area of concern relates to
confidentiality. Although there was
substantial support for discussing
business models and an organisation'’s



ability to create and sustain value, some
have raised concerns about alerting
competitors to information that is
potentially commercially sensitive.

Potential pitfalls

For those forward-looking organisations
that are contemplating integrating

their reporting, the best lessons we

can learn about the pitfalls come from
the experiences of listed South African
organisations where integrated reporting
is mandated.

Materiality is very important to achieving
an integrated report. Materiality can
mean different things to different people.
What may be material in one part of an
organisation may not be material to the
organisation as a whole. Materiality is
commonly used in relation to financial
information. The challenges come when
assessing materiality in relation to
nonfinancial information. The Integrated
Reporting Committee of South Africa

has provided guidance on materiality for
non-financial data in its discussion paper
released in January 2011, Framework for
integrated reporting and the integrated
report.

The most common observation of the
integrated reports produced in South
Africa in 2011 was that most were simply
a combining of the annual report and the
sustainability report. This is not integrated
reporting. It resulted in lengthier reports
which did not enhance or provide any
further insight into the organisation.

Nearly all organisations have reported
that getting the linkages right between
financial and non-financial information
provided the toughest challenge for
them. The connectivity of information
is one of the guiding principles so the

importance of getting the linkages right
is paramount.

Pilot programme

The IRC is running a pilot programme
which currently features over 60
organisations from around the world.
Among global giants such as Microsoft,
Coca Cola Company and Marks

and Spencers are three Australian
organisations: bankmecu Ltd, National
Australia Bank Ltd and Stockland. The pilot
programme will underpin the formation
of the integrated reporting framework
and test the principles and practicalities
of integrated reporting. It is hoped this
testing will support the creation of a
global standard in integrated reporting.

The outlook

The IIRC has identified a number of next
steps it will take following the release of
its 2011 discussion paper and the launch
of the pilot programme. These include:

e developing an international
integrated reporting framework
exposure draft - this will draw on the
responses received to the discussion
paper and the lessons learned from
the pilot programme

e working with others to support
the development of emerging
measurement and reporting practices
relevant to integrated reporting

®  raising awareness among investors
and other stakeholders and
encouraging organisations to adopt
and contribute to the evolution of
integrated reporting

e  exploring opportunities for
harmonising reporting requirements
within and across jurisdictions, and
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e developing institutional
arrangements for the ongoing
governance of integrated reporting.

The results from the pilot programme will
play an important role in shaping these
next steps.

Many forward-looking organisations are
already starting to report on an integrated
basis or making plans to change the
way they report. They understand the
benefits to their organisations and are
making changes to the way they report
in advance of the draft framework. The
[IRC has provided some good theoretical
principles. However, there is definitely a
need for practical guidance to assist in
making integrated reporting a reality.

It will be interesting whether more
countries follow South Africa’s lead
and mandate the need for integrated
reporting. For forward-looking
organisations seeking to distinguish
themselves from the pack and to
demonstrate stewardship and how
they create and sustain value, the early
adoption of integrated reporting may
bring rewards.

Geraldine Magarey FCA,
Manager, Sustainability and
Regional Australia, Institute of
Chartered Accountants in Australia
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Much effort has gone into ensuring that companies have
channels for whistleblowers to report corporate misdemeanours,
but what do you do when you receive a whistleblower tip-off?
Colum Bancroft, Managing Director, Kroll Advisory Solutions,
indicates some of the things to look out for when assessing the
credibility and seriousness of whistleblower allegations in China.
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Fraud and corruption are ongoing
concerns in China. According to Kroll's
2011/ 2012 Global Fraud Report, 84%

of companies in China noted they were

a victim of fraud, the second highest
proportion of companies of any country
or region measured in the report. The
most common malpractices identified
were procurement fraud, information

theft and management conflict of interest.

Fraud schemes in China are considerably
more complex today than in previous
years and often involve collusion among
internal employees across departments or
with external parties. A single perpetrator
will usually not be able to take their
corrupt or fraudulent act far without
including others in their scheme. They
may also be motivated, perhaps simply

by greed, to recruit like-minded people in
order to increase their potential financial
reward, although the more people
involved, the greater the chance that

the scheme will be discovered. Often the
whistle is blown by one of the accomplices
who is no longer happy with the financial
reward that he or she is receiving.

According to the Association of Certified
Fraud Examiners, 40.29% of occupational
frauds are detected by a tip-off, of
which employees are the most common
source. However, time and time again
WE come across situations where
management is unsure of how to deal
with a whistleblower allegation and
often makes the mistake of ignoring it
altogether. Knowing how to read between
the lines is key when evaluating whether
an allegation is genuine or not. While
some allegations come from disgruntled
or malicious employees and can be

dealt with quickly, others highlighting
alarming concerns may require further
investigation.

When an anonymous whistleblower
allegation is received, the designated
individuals should consider the nature
and severity of the allegations that are
being made, as well as the seniority of the
employee against whom the allegations
have been made. The possible identity of
the whistleblowers - whether they are
inside or outside the company, or from
which department within the company
if the former - and what their ulterior
motives, if any, may be, are other factors
that need to be taken into account

in assessing the likely validity of the
allegations.

The investigative approach should be
shared on a strictly need-to-know basis
with others in the organisation. The
investigation may start by comparing
the purported facts stated in the
whistleblower letter with facts from
other sources, such as the company's
existing books and records and discreet
enquiries with appropriate staff members.
If information gathered from these
sources corroborates the information
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in the whistleblower allegation, further
steps will need to be considered in order
to verify the allegation and identify the
possible impact on the company or its
stakeholders. If the allegation appears to
be refuted by the information gathered
from these other sources, allegations
received in the future should be closely
monitored and reviewed for indications of
the same issues.

e companies need to have policies and procedures in place when it comes
to reviewing whistleblower allegations

® management should treat every reported allegation seriously, take
appropriate steps to validate which allegations seem to be genuine and
implement robust response strategies in dealing with the allegations

® don't ignore whistleblower allegations - if an allegation is not dealt
with quickly and appropriately, it could cause serious harm to a

company's reputation

e if the tip-off lacks credibility it can be dealt with internally, if the
allegation is serious it may require a full independent investigation
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The approach to reviewing an allegation
can vary from country to country.
Management should consider cultural
influences in order to understand the
context of the allegations, as well as the
possible motivations of the whistleblower.

As elsewhere, whistleblowing, frequently
by email, can come from any part of the
company - from factory workers to senior
level managers. However, in China, a few
considerations stand out when trying

to identify the whistleblower in order

to understand the motives behind the
accusation:

1. The Chinese characters in the
message may contain clues to
identify the whistleblower. For
example, how Chinese names are
spelt can indicate that the individual
speaks Cantonese or Putonghua, or
is a native of mainland China, Taiwan
or Hong Kong.

2. Chinese whistleblowers may also
attempt to disguise their identity
in a number of ways, for example
by sending emails written from an
outsider's perspective when they are
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really an employee of the company;
or by sending multiple letters or
emails from different locations or
addresses, with some differences in
the specifics of certain allegations
and/ or new allegations inserted.
Close examination of the writing
style and content in both cases, and
analysis of the common features in
the second example, can assist in
narrowing down the source of the
whistleblower.

Although less common than emails,
letters sent by post might show the
sender's location on the postmark,
so the information on the envelope
should be analysed.

Whistleblowers also rarely keep to
a single accusation, often damning
the subject of their messages with
a list of charges. For instance, a
whistleblower may typically make
allegations about everything

from biased company suppliers to
the treatment of girlfriends and
colleagues by the person accused.
Both the nature of the individual
accusations, and their likely source,

will impact the investigative work
that may be required. For example

if the accusations are mainly
commercially-based, covering

issues such as potential kickbacks
being received by the procurement
department but also includes some
personal accusations, such as the
alleged infidelity of the procurement
manager, the latter accusation

may help to understand the likely
identity of the whistleblower
without detracting from the possible
validity of the former accusation.
The additional information may also
assist the investigation by identifying
an additional party (that is the
mistress) who may be implicated in
the scheme.

When interviewing employees and the
whistleblower, management need to pin
down people for details and look for signs
that something is being held back. Whilst
interviewees can be specific if they wish,
where they seek to avoid a question - or if
they are embarrassed about not knowing
- they may use vague language. Such
interview characteristics may point to
specific areas which need to be further
investigated.

Companies need to have policies and
procedures in place when it comes to
reviewing whistleblower allegations,

and need to effectively evaluate the
credibility and seriousness of the claims.
If the tip-off lacks credibility, it can be
dealt with internally. If the allegation is
serious, it may require a full independent
investigation.

Most overseas regulatory bodies
encourage individuals to alert the
authorities about violations of federal



securities and/ or anti-bribery laws. Some,
such as the Securities and Exchange
Commission (SEC), in conjunction with
the US Department of Justice under

the recently-enacted Dodd-Frank
whistleblower provisions, offers monetary
rewards to whistleblowers whose tip-
offs lead to successful prosecutions or
settlements. If a company decides to
dismiss a tip-off without investigating

it, the whistleblower may go straight to
the regulatory bodies, which could lead
to a harsh penalty for the company if

the allegation turns out to be correct.
Additionally, if whistleblowers believe
they have not been heard, they may try
other avenues such as blogs and the
media to expose their insight. In short,

if an allegation is not dealt with quickly

and appropriately, the tip-off could cause
serious harm to a company's reputation.

Steps can be taken from the outset to
shed light on the accused fraudster
mentioned in the whistleblower
allegation without drawing attention

to the matter. Where lawful to do so, a
review of company emails and internet
browsing history will shed significant
light on an insider's activities and
associations. In cases involving suspected
kickbacks or conflicts of interest, a review
of sales or purchasing records may reveal
anomalous patterns or suspicious trends
indicative of corruption. Where possible,
a review of corporate filings might show
an employee's ownership interest in

one or more vendors, whose share of
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purchase orders has been increased by
the insider.

Amid the high number of whistleblower
reports that companies in China are
receiving every day, management

should treat every reported allegation
seriously, take appropriate steps to
validate which allegations seem to be
genuine and implement robust response
strategies in dealing with the allegations.
Where appropriate, engaging external
consultants for specific advice or to carry
out a credible independent investigation
should be considered.

Managing Director, Kroll Advisory
Solutions

A case of an apparently minor allegation made by an
anonymous tipster was a red flag for a much wider and
more Serious issue.

An anonymous tip was received by the management of
a multinational company operating in China, claiming
that one of the regional offices of the company was
fabricating revenue figures. While an initial review of
documents by the company's internal audit team did not
reveal any irreqularities and the transactions seemed to
be substantiated by proper documentation, management
requested an independent investigation to validate the
allegation.

The investigation involved a thorough review of the
regional office's sales contracts, sales orders, commission
payments, rebates and receipt records. Interviews with the
sales and customer service teams were also conducted.

The review identified that some of the sales recorded in

the accounting ledgers could not be vouched to genuine
supporting documents. The sales contracts were found to
be fictitious, with discrepancies noted between the regional

office's copies and the copies provided to the company's
headquarters. As a result, the investigation was expanded
to review documents kept in other regional offices and
compare the same with the headquarters' records. It was
found that a large proportion of the contracts were not
legitimate. The company was eventually ordered by the
SEC to restate its revenue for the past three years due to
unreliable reported financial performance.

Furthermore, there were initially no concerns over
corruption and bribery between the company's sales team
and its customers. A basic review, by the client, of its
documentation also did not find any inappropriate activities
in this respect. However, the expanded investigation
included conducting background searches on some of the
company's employees and third-party consultants used

in the selling process. The extended research and analysis
identified that third-party intermediaries had been used
to channel funds and rebates to certain entities. Working
alongside the company's external counsel, the identified
violations of the Foreign Corrupt Practices Act resulted in
significant financial exposure for the company.
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The Hong Kong Institute of
Chartered Secretaries Prize 2012

Call for Nominations

‘Company secretaries have to be prepared to get involved, to volunteer for the Institute’s committees,
and in general be proactive in making themselves heard.’
Mike Scales, Former Regional Company Secretary, Asia Pacific, HSBC (Awardee of 2010 HKICS Prize)

‘Voluntary work for the Institute gives you an opportunity to work with high-level professionals who

are ideal role models.’
Duffy Wong, Partner, Ho, Wong & Wong, Solicitors & Notaries (Awardee of 2011 HKICS Prize)

The nomination deadline is Saturday, 29 September 2012. Please visit www.hkics.org.hk or contact the Secretariat at 28816177 for more details.
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PSI disclosure:
comparing the
Hong Kong
and mainland
approaches

Three Regional Board Secretary Panel meetings organised by the HKICS earlier this year in Shanghai,
Shenzhen and Beijing reviewed Hong Kong's new statutory price-sensitive information (PSI)
disclosure requirements and compared the PSI disclosure regimes of mainland China and Hong Kong.

he Hong Kong Institute of Chartered

Secretaries (HKICS) organised three
Regional Board Secretary Panel meetings
on 17 and 20 February and April 13
in Shanghai, Shenzhen and Beijing
respectively. At the meetings, Dr Maurice
Ngai, HKICS Vice-President, explained
the requirements for the disclosure of
price-sensitive information (PSI) by listed
corporations under the Securities and
Futures (Amendment) Bill 2011 which
will become effective on 1 January 2013.
Attendees, including board secretaries,
representatives of mainland regulators
and Hong Kong Exchanges and Clearing
(HKEx) and the HKICS, discussed the
types of PSI to be disclosed, the necessary
preparatory work to meet the new
requirements and the differences between
the PSI disclosure regimes of mainland
China and Hong Kong.
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The Hong Kong approach

‘The purpose of the Amendment Bill

is to nurture a culture of continuous
disclosure among listed corporations,
enhance market transparency and
quality, and to follow the requirements of
international capital markets; Dr Maurice
Ngai said. He began his presentation

by covering the background to the
Securities and Futures (Amendment) Bill
2011 (the Amendment Bill) and outlining
its key elements. The Amendment Bill
obliges listed corporations to make
timely disclosure of PSI. Corporations

in breach of the requirements will be
subject to civil sanction. Administrative
procedures will be simplified by enabling
the Securities and Futures Commission
(SFC) to institute proceedings before the
Market Misconduct Tribunal, and the
opportunity will be taken to enable the

SFC to establish a cross-sectoral Investor
Education Council. Certain technical
amendments will also be made to the
Securities and Futures Ordinance (SFO).

The board secretaries at the meetings
were concerned about the definition
of PSl in the Amendment Bill. The Bill
proposes that the concept of 'relevant
information’ currently used in the
‘insider dealing' regime in the SFO

be borrowed to define PSI, and such
information would be renamed 'inside
information' ‘Inside information' is
information currently prohibited from
being used for trading securities in the
relevant listed corporation. Apart from
the prohibition from being used for
insider dealing, such information must
be disclosed to the public in a timely
manner. The Amendment Bill stresses



that listed corporations should, as

soon as reasonably practicable, disclose
inside information that has come to its
knowledge. An officer involved in the
management of the corporation should
take all reasonable measures to ensure
that proper safeguards exist to prevent
breaches. The Amendment Bill also
contains provisions on the responsibility
of officers of listed corporations for non-
disclosure. The meeting was also briefed
on the applicability of the ‘safe harbours',
the civil sanctions for breaches of the
disclosure requirements and the remedies
available to investors.

At the meetings, a comparison was
made between the continuous disclosure
obligations under the Amendment Bill
and those described in the listing rules
of Hong Kong Exchanges and Clearing
Ltd (HKEx). The board secretaries present,
together with mainland regulator
representatives, HKEx and HKICS,

also discussed issues relating to the
implementation of the Amendment Bill
requirements; the differences in disclosure
requirements between mainland China
and Hong Kong and the need for
harmonisation of these requirements;
the role of board secretaries in managing
PSI and preventing insider dealing; and
the role of the board secretary in the
governance of listed corporations.

The mainland approach

During the discussion, a representative
of the Shanghai Branch of the China
Securities Regulatory Commission

said that, from a policy perspective,
the Amendment Bill introduced into
the Hong Kong Legislative Council

was inspiring. Information disclosure
requirements are not as clearly defined
in mainland Chinese law, and this results
in different approaches to requlating

insider dealing in mainland China and
Hong Kong. The basic concept of insider
dealing as 'a person's failure to disclose
information that should be disclosed,
thereby adversely affecting the market'
is generally accepted in Hong Kong and
mainland China, but there are some
aspects of the Amendment Bill which are
potentially problematic. Under the Bill, for
example, could a company secretary be
liable for his corporation’s failure to make
disclosure of discloseable information
even where that information may not
have come to the notice of the

company secretary? This would be a

very significant departure from the
common understanding in the industry
of inside information. Dr Ngai also
pointed out that, from an operational
perspective, there is a high degree of
uncertainty as to what constitutes

inside information - does this include
information considered 'trade secrets'

by listed corporations, for example?

Dr Ngai said that the market will

need time to adapt to the statutory
PSI disclosure regulatory regime.
Listed corporations will need to
familiarise themselves with the new
requirements and adapt their internal
controls to ensure compliance. The
SFC will promulgate guidelines on the
Amendment Bill and will provide an
informal consultation service for 24
months after the implementation of the
PSI disclosure requirements in January
2013 to facilitate listed corporations'
compliance. During implementation,
the SFC has the power to amend

the requlations and introduce more
safe harbours, taking into account

the market situation. For example,
consideration will be given to the
implications of the 'trade secrets' of
corporations, and the issue of different
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standards of disclosure for large
corporations and small companies.

At the Regional Board Secretary Panel
meetings, Lan Qi, Board Secretary of
the China Merchants Bank and Guo
Xiangdong, Board Secretary of Guangshen
Railway Company Ltd, also pointed out
that companies concurrently listed in
Shanghai and Shenzhen were subject
to different regulatory and disclosure
requirements. How to align the
regulatory and disclosure regimes

of the two places is an issue that
warrants early consideration by
regulators and listed companies in
China. They should proactively learn
from the successful experience of the
regulators in Hong Kong.

Kenneth Jiang, Chief Representative of the
Beijing Representative Office of the HKICS,
said that HKICS has conducted a study

to compare the information disclosure
regimes in the mainland and Hong Kong
and provided the results of the study

to HKEx, Shanghai Stock Exchange and
Shenzhen Stock Exchange. The HKICS will
continue to work with all parties on the
issue of information disclosure.

Cai Zongqi
Journalist

The revised Securities and Futures
Ordinance will become effective on
1 January 2013.

The HKICS set up four Regional
Board Secretary Panels in Bejjing,
Shanghai, Guangzhou and
Shenzhen in 2010. For a review of
the Regional Board Secretary Panel
meeting held on 12 January in
Hong Kong, see CSj, April edition,
pages 18-24).
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CS Institute News

A review of seminars: May 2012

From Eric Chan FCIS FCS(PE), Chief
Consultant, Reachtop Consulting Ltd, and
chair of the seminar delivered by Wilfred
Wu, Principal, Specialist Advisory Services,
BDO, on ‘Shareholder disputes:

Eric Chan (Chair) and Wilfred Wu

Mandatory CPD

‘Mr Wu gave us an interesting
presentation on the many different
aspects of shareholder disputes. His
seminar was highly practical in focus,
using real life examples of such disputes
and suggesting possible remedies to the
challenges. Useful answers were given
during the Q&A session!

Enhanced CPD
Programme

Members who qualified between 1 January 2005 and 31 July 2011 need to accumulate at
least 15 mandatory continuing professional development (MCPD) or enhanced continuing
professional development (ECPD) points for the current CPD year ending 31 July 2012 and
every CPD year thereafter.

Members who work in the corporate secretarial (CS) sector and/ or for trust and company
service providers (TCSPs) have to obtain at least three points out of the 15 required points
from the Institute's own ECPD activities.

Members who do not work in CS sector and/ or for a TCSP have the discretion to select
the format and areas of MCPD learning activities that best suit them. These members are
not required to obtain MCPD points from the HKICS (though they are encouraged to do
s0), but nevertheless they must obtain 15 MCPD points from suitable providers.

When to submit the declaration form?

Those who have achieved the MCPD requirements of 15 CPD points during the CPD year
(1 August 2011 - 31 July 2012) are required to fill out the Institute's declaration form
(see ‘MCPD Form I' on the Institute's website). The deadline for submitting the declaration
form is 14 August 2012.

To learn more about MCPD please visit the Institute's website.
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The Institute cordially invites you to

take part in our Enhanced Continuing
Professional Development (ECPD)
Programme, a professional training
programme that best suits the needs of
company secretaries of Hong Kong listed
issuers who will need to comply with the
new mandatory requirement of 15 CPD
hours every year. The Institute launched
its mandatory CPD programme in August
last year and, since January 2012, its
requirement for Chartered Secretaries to
accumulate at least 15 CPD points each
year has been backed up by a similar
requirement in Hong Kong's listing rules.

More information on the new Hong
Kong Exchanges and Clearing (HKEx)
requirements can be found in the
consultation conclusions to the ‘Review
of the Corporate Governance Code and
Associated Listing Rules'on the HKEx
website (Www.hkex.com.hk).

To learn more about Institute's ECPD
programme, please visit the Institute's
website (Www.hkics.org.hk).



ACRU 2012 photo gallery

CS Institute News

The Institute's 13th Annual Corporate and Regulatory Update
(ACRU) was successfully held on 23 May 2012 at the Hong Kong
Convention and Exhibition Centre. There were four sessions

this year with presentations by speakers from the Companies
Registry (CR), Hong Kong Exchanges and Clearing Ltd (HKEx), the
Inland Revenue Department (IRD) and the Securities and Futures
Commission (SFC). This month's CSj brings you full coverage of
the event in our cover stories (see pages 8-19).

The Institute would like to thank the sponsors, speakers,

supporting organisations, chairpersons, attendees and the HKICS
secretariat for their support of this event.

(U
yrate

(From left to right) Charles Grieve, Senior Director of Corporate
Finance, SFC; Edith Shih, President, HKICS; and Mark Steward,
Executive Director of Enforcement Division, SFC

ate date

Sotnihy Clabien Maih

(From left to right) Terence Kwok, Senior Assessor (Computer), IRD;

Eric Wan, Senior Assessor (Business Registration), IRD; Tse Yuk Yip,
Assistant Commissioner of Inland Revenue, IRD; and Polly Wong,
Vice-President, HKICS

(From left to right) Mohan Datwani, Director of Technical &
Research, HKICS; Natalia Seng, Past President, HKICS; Edith
Shih, President, HKICS; Phyllis Mckenna, Deputy Principal
Solicitor (Company Law Reform), CR; Phillip Baldwin, Chief
Executive, HKICS; Nancy Yau, Deputy Registry Manager
(Company Formation & Enforcement Division), CR; Wendy
Ma, Deputy Registry Manager (Development) CR; and Parry
Tam, Director of Professional Development, HKICS

(From left to right) Louisa Lau, General Manager and
Company Secretary, HKICS, Natalia Seng, Past President,
HKICS; Alberta Sie, Chairman of Education Committee, HKICS;
Sarah Chow, Senior Manager, HKEx; Phillip Baldwin, Chief
Executive, HKICS; Ellie Pang, Assistant Vice-President, HKEx;
Michael Cheng, Senior Vice-President, HKEx; Christine Kan,
Senior Vice-President, HKEx; Maurice Ngai, Vice-President,
HKICS, Parry Tam, Director of Professional Development,
HKICS, and Mohan Datwani, Director of Technical &
Research, HKICS
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New Graduates New Associates
Ho On Kin Chan Ka Sin Leung Siu Hing
Lau Wing Kai, Anthony Huang Jia Jun Lu Hong Yu
Ng Chui Shan Kwok Pui Yuk Ng Hin Wai
Siu Miu Ling Lai, Cora Ngai Lai Wan, Winnie
So Yi Ha Lai Mei Yan Tsang Wan Chi
Lai Yin Fei Wong Yun Yin
Lee Cho Yan, Joanne Wu So Chee

Newly appointed company secretaries

The Institute would like to congratulate the following members on their appointments as company secretaries of listed companies:

Company secretary Listed company Date of appointment

Soon Yuk Tai FCIS FCS China Minsheng Banking Corp Ltd 26 April 2012
(stock code: 1988)

Kung Yuk Lan ACISACS Carry Wealth Holdings Ltd 9 May 2012
(stock code: 643)

Tam Ngai Hung, Terry ACISACS CCT Telecom Holdings Ltd 10 May 2012
(stock code: 138)

Li Yan Wing, Rita FCIS FCS China Qutfitters Holdings Ltd 14 May 2012
(stock code: 1146)

Lau Lai Yee ACISACS PacMos Technologies Holdings Ltd 17 May 2012
(stock code: 1010)

Ho Wing Yan ACIS ACS(PE) Flyke International Holdings Ltd 18 May 2012
(stock code: 1998)

Lam Mei Kam, Catharine ACIS ACS Bright Smart Securities & Commodities 28 May 2012
Group Ltd
(stock code: 1428)

Tam Lai Kwan, Terry ACISACS Sinopoly Battery Ltd 29 May 2012
(stock code: 729)
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New Fellows

CS Institute News

New membership
re-election policy

Cheng Kim Sing

FCIS FCS

Mr Cheng is currently
the Finance Manager

of Good View Fruits Co
Ltd. He is responsible for
financial and company
secretarial affairs,
internal controls and providing advice on
strategic business development to the
board. Mr Cheng holds a master's degree
in Professional Accounting from the Hong
Kong Polytechnic University, a master's
degree in Business Administration from
the Hong Kong Baptist University and a
master's degree in Law from the Renmin
University of China. He is a Fellow of
HKICPA, ACCA and CIMA. He is also a CIA
and CISA.

Fu Yat Hung, David
FCIS FCS

Mr Fu joined the Swire
group in 1988 and
has worked with the
group in Hong Kong
and Beijing. He is the
Company Secretary of Swire Pacific Ltd
(stock codes: 19 and 87), Swire Properties
Ltd (stock code: 1972), Cathay Pacific
Airways Ltd (stock code: 293) and Hong
Kong Aircraft Engineering Company Ltd
(stock code: 44). He is responsible for

the full spectrum of company secretarial
functions of the group. Mr Fu graduated
from the University of Oxford with a
master's degree in Engineering, Economics
and Management and also holds a
postgraduate diploma in Corporate
Administration from the City University
of Hong Kong. He has been a member of
the Institute's Company Secretaries Panel
since 2006.

Membership application deadlines

Members and Graduates are encouraged to advance their membership status once they
have obtained sufficient relevant working experience. Fellowship and Associateship
applications will be approved by the Membership Committee on a regular basis. If you plan
to apply, please note the following submission deadlines and the respective approval dates.

For details, please contact the Membership section at 2881 6177.

Submission deadlines

Approval dates

Saturday 21 July 2012

Thursday 16 August 2012

Saturday 8 September 2012

Tuesday 9 October 2012

Saturday 24 November 2012

Mid-December 2012

With effect from 1 August 2012, members
applying for re-election will not be required
to settle all subscriptions in arrears. As an
effort to encourage lapsed members to
rejoin the Institute, re-elected members
will only be required to pay a total of three
years' subscriptions plus the re-election

fee under the new policy. The three years'
subscriptions (based on current fees at the
time of application) will include:

i.  subscription for the current year

ii.  subscription for the lapsed year, and

iii. ~anadditional year of subscription to
cover the year(s) in between i) and i)
above regardless of the length of the
lapsed period.

We understand that members might
have reluctantly chosen not to renew
their membership due to sickness,
unemployment, pregnancy, etc. This new
re-election policy aims to encourage
lapsed members to rejoin the Institute.
All applications are to be approved by the
Membership Committee.

For further details on re-election application
procedures, please refer to the Institute’s
website or contact the Membership section
at28816177.
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HKICS president makes official visit to Beijing

On 11 June 2012, Institute President Edith Shih; Vice-President
Maurice Ngai; General Manager & Company Secretary Louisa
Lau; and Chief Representative, Beijing Representative Office
Kenneth Jiang, visited the China Association for Public
Companies (CAPCO), the State-Owned Assets Supervision and

Administration Commission of the State Council (SASAC) and the

Ministry of Commerce (MoC) of the People's Republic of China.

The Institute's delegates were warmly welcomed by CAPCO
Executive Vice-Chairman Li Xiaoxue, CAPCO Secretary-General
An Qingsong and other CAPCO officials. During the meeting,

Li Xiaoxue spoke highly of the Institute's continuing effort

to promote good corporate governance and board secretary
professionalisation over the past 20 years in mainland China.
The Institute's delegates and Li Xiaoxue exchanged views on
board secretary professionalisation and agreed to discuss
further collaboration on the development of the board secretary
professional qualification system. This is one of the major

responsibilities of CAPCO as part of its remit to enhance efficient
self-regulation in the mainland's capital markets. The two parties

Lunch gathering with Beijing board secretaries and CAPCO officials
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also discussed other areas for possible cooperation and ways to
strengthen mutual communication and understanding.

During the visit to SASAC, the Institute's delegates met with Li
Bing, Director-General of Bureau of Enterprise Restructuring,
SASAC, and other SASAC officials. The two parties exchanged
information on recent developments, and discussed and reached
a consensus on several proposals for future cooperation.

At the meeting with MoC officials, the two parties discussed
the current proposal put forward by the Institute and the
Corporate Secretaries International Association to add a
‘Corporate Governance, Compliance and Secretarial Advisory
Services (CGCSA)' sector classification to the WTO's services
sectoral classification list. This proposal aims to enhance the
international recognition of the distinct nature of CGCSA
services and promote the status of CGCSA professionals.
Hong Xiaodong, Deputy Director - General of Department
of WTO Affairs, MoC, and other MoC officials, were
supportive of this proposal and provided constructive and
practical suggestions.

The Institute's delegates and CAPCO officials also met and
communicated with around 15 Affiliated Persons of the Beijing
region at a lunch meeting on 11 June.

These visits were constructive in establishing and maintaining
an effective dialogue with the Institute's stakeholders in

the mainland, getting updates from mainland regulators

and, especially, laying a cornerstone for future collaboration
with CAPCO.

The Institute would like to express its sincere thanks to the
officials from CAPCO, SASAC and MoC for sharing their valuable
views with the Institute's delegates during the visits. Also, a
special thanks to Huadian Power International Corporation Ltd
for sponsoring the lunch gathering.
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Special rate for Fellowship
election

The China Association for Public Companies (CAPCO)
was established on 15 February 2012 in accordance
with the Securities Law of the People's Republic of
China and the Regulation of the People's Republic of
China on Social Organisation Registration. Being a
non-profit incorporated and national self-regulatory
organisation, CAPCO members consist of listed
companies and relevant agencies dedicated to the
maintenance of, and compliance with, the operating
rules of mainland China's capital market. Its business
operations are subject to oversight by the China
Securities Regulatory Commission (CSRC).

CAPCO regards 'service, self-regulation, compliance and
enhancement' as its basic functions and responsibilities.
It is committed to improving the quality of listed
companies, promoting sound corporate governance and
culture, and pursuing the ultimate goal of upgrading the
overall quality of mainland China's capital markets.

CAPCO is composed of an assembly, council and a
supervisory board, all of which are based on membership
representation. Such a governance structure is conducive
to building itself into a modern NGO dedicated to
protecting the overall interests and providing quality
service to its members. In addition, CAPCO will

help promote both regulatory and self-requlatory
requirements so as to foster a more mature and
developed capital market regime in mainland China.

CAPCO has 228 public companies as its founding
members. The first assembly elected 249 representatives
as council members (both corporate and non-corporate);
119 representatives as directors on the executive board
(24 representing non-corporate members); and 34
representatives as supervisors. Mr Chen Qingtai and Mr
Li Xiaoxue were elected as chairman and executive vice-
chairman respectively at the first council meeting.

Our Fellows are the leaders of our profession. They have the
most influence over our profession because only Fellows

can stand for election to Council. These highly qualified and
respected 'role models' are crucial in maintaining the growth of
the Institute. Fellows are:

1. eligible to stand for election to Council and to be
appointed to committees, working groups and panels,
thus giving them the opportunity to represent other
Members, Graduates and Students and to participate in
the development, planning and management of both the
profession and the Institute's affairs

2. invited as representatives of the profession to events
hosted by the Institute, requlatory or governmental
bodies, etc

3. eligible to attend the special 'Fellows-only events'

4. invited to share expertise and experience at the new Fellows'
Sharing events in a relaxed and informal environment

5. given priority to participate in Institute events, and
invited as speakers or chairpersons at our ECPD seminars
(extra CPD points are awarded for these roles).

To encourage highly-qualified Associates to join our league of
Fellows, the Institute will continue to offer a special rate for
the Fellowship election fee at HK$1,000 for 2012/ 2013. All
applications will be considered by Membership Committee on
a regular basis.

For further details please refer to the Institute’s website or
contact the Membership section at 2881 6177.

Convocation 2012

The Institute will organise its annual Convocation on 15 August
2012 at Jardine Penthouse with Anthony Rogers FCIS FCS,
Former Chairman, Standing Committee on Company Law Reform
& Former Vice-President, Court of Appeal, as the guest of
honour. Newly elected Fellows, Associates and Graduates during
the financial year 2011/ 2012 will receive an invitation to the
event to acknowledge their achievement.
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The 25th Affiliated Persons (AP)
ECPD Seminars in Shanghai

SIEHTIlHDE
AE=IX

The 25th Affiliated Persons (AP) ECPD seminars were held on 17 and 18 May 2012

in Shanghai on the theme of ‘Internal control and risk management’. Over 100
participants attended the seminars, including 66 from H-share companies, four from
A+H share companies, seven from A-share companies, four from Red Chip companies
and other professionals. Dr Wang Hong from the Ministry of Finance and Dr Xu Minglei
from the Shanghai Stock Exchange were the keynote speakers.

A dinner gathering was held after the seminars on 17 May for networking and mingling.

The Institute would like to express its sincere thanks to the seminars' associate organiser,
Shinewing CPA Ltd, and sponsor, Equity Financial Press Ltd for supporting and sponsoring
the AP ECPD seminars and the dinner gathering.

The key issues discussed at the seminars are discussed (in Chinese) opposite.

CHARTERED
SHCRFTARIES
i

Dr Wang Hong, Director, CPA Management
Division, Ministry of Finance

Dr Xu Minglei, Senior Manager, Shanghai
Stock Exchange
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PRC 1QS Working
Group meeting
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On 16 May 2012, the PRC 1QS Working
Group met with Zhou Qinye (B Ehk), the
former Chief Accountant of the Shanghai
Stock Exchange (SSE) to discuss the PRC
IQS programme and its development in
the mainland.

(From left to right) Bernard Wu FCIS FCS,
Gao Wei FCIS FCS, Maurice Ngai FCIS FCS(PE),
Zhou Qinye, and Louisa Lau FCIS FCS(PE)

1QS information
session

The Institute organised an 1QS information
session on 17 May in Shanghai with

15 students and potential candidates
attending. Louisa Lau FCIS FCS(PE), HKICS
General Manager & Company Secretary,
gave an introduction to the Institute, the
IQS examinations and the career prospects
for Chartered Secretaries and board
secretaries on the mainland. She also shared
her views on how to prepare for the 1QS
examinations. Institute members Charlotte
Xiao ACISACS and Liu Xiaohua ACISACS
shared their study experiences and provided
study recommendations to the participants.

1QS information session in Shanghai
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Membership activities

The Institute's networking events aim to assist in your personal development via informal
and enjoyable activities. The Institute will organise more networking events this year in
three areas: the environment, personal development and IT.

A visit to the HKFYG Organic Farm was held on 19 May 2012 with over 50 participants
attending. The event was highly successful as members learned about leading an

organic and healthy lifestyle and about the technology of organic farming. The group
also enjoyed tasty organic food and purchased organic products at the farm. Members
commented that this was a worthwhile experience and recommended the visit be held on
a seasonable basis.

Guided tour of the Farm Eric Chan FCIS FCS(PE), Membership
Committee Member (second from right), and
participants enjoying tasty organic food

Mixed Teams Gold Bow/

July 2012

This networking event, held on 21 June
2012, gave participants a chance to learn
from an expert some practical tips on
being a smart iPhone and iPad user. Details
with photos will be reported in the next
issue of CSj.

This networking event, to be held on 10
July 2012, will give participants a chance
to learn from an expert some practical tips
on the magic of colour, style and texture
of clothing, so as to project a professional,
well groomed image. Details with photos
will be reported in the next issue of CSj.

The Institute will organise a Members'
Luncheon on 18 July 2012. We are delighted
to have Andrew Sheng, President, Fung
Global Institute, and Chief Adviser, China
Banking Regulatory Commission, as the
guest speaker to present on the topic ‘Post-
crisis thinking on corporate governance.

For details, please refer to the flyer on page
49, the Institute's website or contact the
Membership section at 28816177.

There are a few seats left for this event,
book now to avoid disappointment.

The Institute's dragon boat team participated
at the 7th Stanley Dragon Boat Warm-up
Races on 26 May 2012 and won the third
runners-up in the Mixed Teams Gold Bowl!
They also entered the International Dragon
Boat Races on 2 July 2012. Details of the
two races with more photos will be reported
in the next issue of CSj.



December 2012 Examination

CS Student News

Tuesday
4 December 2012

Wednesday

5 December 2012

Thursday
6 December 2012

Friday
7 December 2012

09:30-12:30 Hong Kong Financial ~ Hong Kong Strategic and Corporate Financial
Accounting Corporate Law Operations Management
Management
14:00-17:00 Hong Kong Taxation ~ Corporate Corporate Corporate
Governance Administration Secretaryship

1QS recommended reading:
corporate governance

Lingnan University — annual
presentation ceremony

The second edition of Corporate Governance: Principles, Policies
and Practices (Bob Tricker, Oxford University Press, 2012) is
available. As an HKICS student, you can enjoy a 15% discount
on this title (discounted price: HK$340, original price: HK$400).
Please refer to the Institute's website for the order form.

For enquiries, please contact Amy Cheng of the Academic &
Professional Book Centre (tel: 2774 3740)

The Hong Kong Polytechnic
University — ‘Enterprise
Scholarship Scheme’ appreciation
ceremony

VICE ARSEIIE SCHTARD APPELLIALINES )

Louisa Lau FCIS FCS(PE), PR
HKICS General Manager,
and Company Secretary
attended the Hong Kong
Polytechnic University
‘Enterprise Scholarship
Scheme' appreciation
ceremony cum ‘House of
Innovation' relaunching
ceremony on 27 April 2012.
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At the ceremony

Candy Wong, Director
- Education &
Examinations, HKICS,
attended the annual
presentation ceremony
of Lingnan University
on 23 April 2012.

Candy Wong (right) and the recipient Lai
Sin Man, a third year accounting student

HKU SPACE school open day
(IBE=EFKE)

Wilson Toe ACIS ACS
gave a presentation
on 'Anti-money
laundering and
counter-terrorist
financing - know
your client & due
diligence' at the
HKU SPACE school
open day on 9 June
2012.

Wilson Toe presenting at the HKU SPACE
School open day

July 2012



CS Student News

Seminar for collaborative courses
students

‘PRC corporate practices’: new
HKU SPACE training programme

On 2 June 2012, the
Institute organised a
seminar at the Open
University of Hong Kong
(OpenU) for collaborative
courses students. The guest
speaker, April Chan FCIS
FCS(PE), the Institute's
Immediate Past President
and Company Secretary

of CLP Holdings Ltd,

gave a presentation on
‘The shortcomings of corporate governance - issues and
concerns. The seminar was well received by the attendees.

Dr Susana Yuen (left), OpenU,
presenting a souvenir to April
Chan FCIS FCS(PE)

Policy update

A new programme series ‘PRC
corporate practices' has been
launched in collaboration
with the College of Business
& Finance, HKU SPACE. This
advanced training programme
(which will earn participants
the Institute's ECPD points)

is designed to strengthen

(From left to right), Alberta
Sie (Education Committee
professionals' understanding of ~ Chairman), Edith Shih

PRC corporate governance and  (President), Dr Ren Zhi Hong
administration. The first module & Z1#1 (class tutor), Louisa
'Corporate governance in the  Lau (General Manager) and BJ
PRC' (PEATEIE) was held  Lee (Programme Director, HKU
in June 2012. SPACE)

Exemption policy (Corporate Financial Management)

supplementary note

The subject of Corporate Financial Management is not granted

on a subject by subject basis. It can only be granted to applicants

with relevant accounting/ finance qualifications (either an

Upcoming activities
1QS information session

academic degree or a professional qualification) from recognised
Institution.
Please visit the Institute's website for further details.

This free seminar will include information on the International
Qualifying Scheme (1QS) and Winnie Li ACIS ACS, Director,
CWCC, has been invited to share her valuable experience

and discuss the career prospects of the Chartered Secretarial
qualification.

Members and students are encouraged to recommend this
session to any friends or colleagues who may be interested
to learn more about the 1QS and the Chartered Secretarial
profession. fFor enquiries, please contact the Education and
Examinations section at 2881 6177.

July 2012

Date: 18 July 2012 (Wednesday)
Time: 19:00 - 20:30
Venue: Joint Professional Centre (JPC), Unit 1, G/F,

The Center, 99 Queen's Road, Central

Speaker: Winnie Li ACIS ACS Director, CWCC
Enrolment 11 July 2012 (Wednesday) applications
Deadline: accepted on a first-come-first-served

basis. Participants will receive an email
confirmation.
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More than meets the eye.
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The ﬁong Kong Institute of Chartered Secretaries

Members’ Luncheon

Post-crisis thinking on Corporate Governance

Presenter: Mr Andrew Sheng Date:
- President, Fung Global Institute
- Chief Adviser, China Banking Regulatory Commission  Time:

Programme: Venue:
12.15 p.m. - 12.45 p.m.  Registration & Cocktail Reception

12.45 p.m. - 1.20 p.m. Lunch served
1.20 p.m. - 2.00 p.m. Presentation and Q & A

Language:

HKICS MCPD point: 1 Point Fee:

*This event is open to Fellows & Associates ONLY. Places are limited and
enrolment is accepted on a first-come, first-served basis.

For more information, please visit the Institute's website at www.hkics.org.hk or
contact the Secretariat at 2881 6177.

Wednesday, 18 July 2012

12.15 p.m. to 2.00 p.m.

Main Dining Room

The Foreign Correspondents’ Club Hong Kong
North Block, 2 Lower Albert Road

Central, Hong Kong

English

HK$240 per head*




The paperless boardroom
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IS here.

RKEZ

BoardVantage is the leading provider
of secure board portals for the browser
and the iPad.

« Offline Briefcase
« Annotations

« Book Access

« Approvals

« Secure Email

R ALY

Call +852 2293 2698 or visit www.boardvantage.com

BOARDVantage

8/F, Cambridge House, Taikoo Place
979 King's Road, Island East, Hong Kong



