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Breaking news

HKICS President Edith Shih has been
elected Vice-President of The Institute of
Chartered Secretaries and Administrators
(ICSA) Council for a term of two

years from 1 June 2014. Frank Bush,
representative of the Australian Division,
has been elected ICSA President, and
David Venus, representative of the UK,
Republic of Ireland and Associated
Territories (UKRIAT) has also been elected
as Vice-President. Members of the ICSA
China Division/ HKICS congratulate
Frank, Edith and David on their election
as Honorary Officers of ICSA and look
forward to working with the newly
constituted ICSA Council.




CSJ President’s Message

he Institute's latest AGM was

successfully held last month. | would
like to congratulate all members elected
to Council - in particular David Fu and
Paul Stafford, who were newly elected
at the AGM; Bernard Wu, who returns to
Council and has been elected treasurer
of the Institute; and Dr Gao Wei who
has been elected vice-president. Dr Gao
has been highly successful in building
our relations with PRC contacts and
promoting the professionalisation of
our profession and good governance
practices in Mainland China.

| would also like to take this opportunity
to recognise the contribution of the three
members taking a break from Council
work - Dr Maurice Ngai, Alberta Sie and
Eddie Liou. We appreciate their work for
the Institute and, while they have stepped
down from Council, they continue to serve
at the committee and sub-committee
levels. Thanks are also due, of course, to
the secretariat for its hard work in making
the AGM a success.

The AGM, as ever, was an opportunity to
take stock of the general health of our
Institute and | am pleased to report that,
as | mentioned in my AGM speech, the
Institute is in good shape. We recorded
a profit of over HK$800,000 in the

year ended 31 July 2013. This, together
with the recovery of non-operating
losses of about HK$400,000, makes the
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AGM update

total surplus for the year over HK$1.2
million. Moreover, our membership and
studentship continue to grow at a steady
pace - we have in fact just passed the
9,000 milestone.

| am also pleased to report progress on
our strategic objectives in Hong Kong,
Mainland China and the International
arena. We have had a number of
breakthroughs on the international front
in recent months - in particular, the high-
profile launch of the Corporate Secretaries
International Association (CSIA) Corporate
Secretaries Toolkit in Hong Kong in April
and the first meeting of the Institute of
Chartered Secretaries and Administrators'
(ICSA) newly constituted Council at the
end of May.

| would like to say more about the ICSA
Council meeting next month, but you can
find out more about the CSIA Corporate
Secretaries Toolkit on pages 14-17 of
this edition of CSj. Carina Wessels, CSIA
President, and Philip Armstrong, Head of
the Global Corporate Governance Forum,
were in Hong Kong for the launch of
the Toolkit, and CSj was able to get their
views on both the Toolkit and the latest
developments of our profession globally.

Also in this edition - providing in fact
the theme for this edition - is the latest
in our series of articles addressing the
compliance challenges brought by the
new Companies Ordinance. Every edition
of this journal so far this year has
featured at least one article on the new
companies law, so you might think that

you are fully prepared for the changes it
has brought in. One requirement, however,
tucked away in Section 388 of the new
law, deserves further attention. Section
388 requires companies, unless exempted,
to include a 'ousiness review' in the
directors' report section of their corporate
reports. Schedule 5 sets out the required
contents of this business review and
these include a number of environmental,
social and governance (ESG) areas such
as the company's environmental policies
and performance, and the company's

key relationships with its employees,
customers and suppliers.

Compliance with Section 388/ Schedule
5 will be anything but straightforward
for companies new to ESG reporting.
ESG disclosure is not just about adding
environmental and social factors to your
list of things to discuss in your annual
report, it often requires fundamental
changes to the corporate reporting
function and possibly even the way the
company is run. Fortunately, however,
there is no shortage of guidance, both
globally and locally, for companies
starting out on this journey and our
cover story this month highlights where
companies can get help.

Edith Shih FCIS FCS(PE)
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If you would like to ask our experts a
S e X e I question, please contact CSj editor
Kieran Colvert: kieran@ninehillsmedia.com

Q e Threeoutof the 10 directors on our board still request
® paper board packs - can you suggest the best ways to
persuade these directors of the advantages of the digital pack?

A o Firstly, I would say that your experience in this regard
e iscommon, particularly in Hong Kong. Individuals
differ in their willingness to accept change and new things so
expect that it will take time. In the meantime, you have at least
already made a significant change for seven of your directors, as
well as hopefully noticed efficiency gains within your company
secretarial team.

There are a number of things you can do to encourage those
final three directors to switch; the appropriate course of action
will depend on those individuals and the working relationship
that exists between them and you.

You could take a very passive approach and allow the
positive experience of their fellow directors to encourage them
over time. If each of the other directors is providing positive
feedback and the meetings are running smoothly, then after
a while they are likely to ask for their materials to be provided
paperless. Another option would be to suggest that they use
both the iPad and be provided with a paper copy for an interim
period - that way, they can view the two side by side and get
comfortable with an electronic board pack before officially
moving over. It may also be possible to provide them with a hard
deadline after which time, if they require a paper board pack, they
or their secretary will be responsible for printing it.

The best way to encourage change, however, is to
demonstrate how it will add value for each individual. Educate
them on how the solution can benefit them.

®  Prompt and efficient delivery of meeting materials.
For directors who travel regularly or live between cities,
electronic board packs allow them to receive materials
as soon as they are ready. This allows more flexibility for
directors to plan their meeting preparation time.

Your chance to ask the expert...

/antage

*  |/mproved meeting productivity. Dedicated workflows
and support for last-minute updates mean that
directors always have the latest version to hand. They
can view the particulars of the current meeting or
quickly reference the relevant items from previous
meetings.

® (o beyond board book access. Features beyond board
book review and annotation include: e-signing consents,
voting on resolutions or filling out self-assessments.
This means the solution goes beyond simple book access
to make all board processes paperless.

®  Seamless offline and online access. Content auto-
syncs, therefore directors have ready access to their
materials, whether online or offline. This includes not
just documents, but also their private notes, approvals
and surveys. Even annotations made offline, sync back
to the server when the user is back online.

®  Unlimited repository. Archive and reference materials
such as the company's memorandum and articles of
association, annual budget and code of conduct can all
be made available, meaning the portal can be used as
a one-stop reference area for all information related to
their directorship.

Erin Ruck, Regional Director
BoardVantage

Tel: (852) 2108 4600
eruck@boardvantage.com
www.boardvantage.com

CSj's 'Ask the Expert' column provides you with the opportunity to ask our experts questions specific to the challenges
you are facing. To ask a question of our experts, simply email CSj Editor Kieran Colvert at: kieran@ninehillsmedia.com.
Please note that the identity and contact details of questioners will be kept confidential. If you would like information
about how your company can join our expert panel then please contact Paul Davis at: paul@ninehillsmedia.com, or

telephone: +852 3796 3060.
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The ESG challenge

CSJ Cover Story

How to prepare a business review

In March this year, with the implementation of the new Companies Ordinance, Hong Kong

imposed its first mandatory environmental, social and governance (ESG) reporting requirement.

Hong Kong-incorporated companies, unless exempted, will need to comply with the 'business

review' requirement of the new Companies Ordinance for financial years beginning on, or after,
3 March 2014, inclusive of ESG concerns. This article takes a look at what is required and what
guidance is available to help companies with their compliance programmes.

here is an increasing trend for

businesses to produce information on
the environmental, social and governance
(ESG) aspects of their operations.
Historically, this disclosure has been
made on a voluntary basis, but now an
increasing number of jurisdictions, in
both developed and emerging markets,
have brought in mandatory ESG reporting
requirements. Here in Asia there are
mandatory ESG disclosure requirements
in place in Mainland China, Hong Kong,
India, Indonesia, Malaysia and Taiwan.
In Australia, ESG reporting is subject
to a ‘comply or explain’ enforcement
mechanism.

Hong Kong is the latest recruit to this
group - it 'upgraded’ its ESG disclosure
requirements in March this year with the
implementation of the new Companies
Ordinance (Cap 622). Under Section
388 of the new law, companies, unless
exempted, need to include a 'business
review' in the directors' report section
of their corporate reports. The requisite
contents of the business review are set
out in Schedule 5, and must include

a number of ESG areas such as the

company's environmental policies

and performance, and the company's
key relationships with its employees,
customers and suppliers and others
that have a significant impact on the
company. Interestingly, this also means
that Hong Kong-incorporated listed
issuers may have additional compliance
requirements over and above those
incorporated under other jurisdicitons,
as the ESG Reporting Guide under the
listing rules is not as yet mandatory.

Highlights

The ESG challenge

For companies already well versed in ESG
reporting the business review requirement
will probably not have much impact, but
for companies new to ESG reporting the
new requirements will be a significant
compliance challenge. In particular,
among other things, it will require
companies to:

1. quantify non-financial factors using
key performance indicators (KPls)

® the new business review requirement is a significant escalation of Hong
Kong's ESG disclosure requirements because it is the first time such
requirements have been made mandatory

® the new business review requirement will require companies to quantify
non-financial factors using key performance indicators, and provide
contextual and forward-looking information

e directors are advised to include a caveat in their business review advising
readers that any forward-looking information should be treated with
caution given the uncertainties involved

June 2014 09
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ESG disclosure requires the adoption of
a stakeholder, rather than a shareholder,
model of the corporation

2. provide context for their corporate
reports, and

3. report forward-looking information.

These three aspects have historically

been major hurdles for companies
embarking on ESG reporting. Companies
need to acquire the skills to use the
metrics for quantifying non-financial
factors and there is often a concern that
providing contextual and forward-looking
information may expose the company to
the threat of litigation.

In addition, a recent report by the Global
Corporate Governance Forum (GCGF) -
Emerging Trends in Environmental, Social
and Governance Data and Disclosure:
Opportunities and Challenges - points
out that ESG reporting often requires
more fundamental changes to the way
companies are run. Firstly, it requires

the adoption of a stakeholder, rather
than a shareholder, model of the
corporation. ‘This shift effectively implies
commitments to strategic investments

in employees, customers, suppliers,
communities and the environment

in ways that produce rewards for
stockowners as well as for these
stakeholders, says the GCGF report.

Secondly, ESG disclosure also means
shifting to a long-term focus since it
requires companies to monitor matters

June 2014 10
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relating to the future sustainability of the
environment and society.

Given the above, the cost of ESG reporting
will clearly be an issue, although the
business review requirement is targeted
at larger companies which are likely to
have already embarked on ESG reporting
and are generally better positioned to
absorb the extra costs involved. Under the
new Companies Ordinance, companies
which are eligible for simplified reporting
are exempted from the business

review requirement and the criteria

for companies to qualify for simplified
reporting have been relaxed.

Guidance on compliance

For companies not exempted from the
business review requirement there are

a number of guides, both globally and
locally, to help with compliance. Probably
the best-known international guide is the
latest generation - 'G4' - of sustainability
reporting guidelines produced by the
Global Reporting Initiative (GRI).

‘Awareness of the G4, which comprises
underlying principles on content and
quality of reports as well as standard
disclosures, would assist reporting entities
under Section 388 of the Companies
Ordinance to prepare the business review,
says the team at SusDev Global, a Hong
Kong-based sustainability reporting
service provider.

Locally in Hong Kong, the Environmental,
Social and Governance Reporting Guide
published by Hong Kong Exchanges and
Clearing (HKEx) provides an excellent
introduction to ESG reporting, but there is
now a new guide specifically targeted at
helping companies comply with the new
business review requirement. Published by
the Hong Kong Institute of Certified Public
Accountants (HKICPA), the Guidance for
the Preparation of a Business Review under
the Hong Kong Companies Ordinance

Cap 622 (HKICPA Guide) is available in
Accounting Bulletin 5 on the HKICPA
website: www.hkicpa.org.hk.

The guide, while only in draft form, not only
clarifies what disclosures will be required
by the new Companies Ordinance, it is

also accompanied by an Implementation
Guidance which provides highly practical
guidance on specific issues companies may
encounter in their compliance programmes.
For example, the Implementation Guidance
has useful advice about the three aspects
of ESG disclosure mentioned above -
quantifying non-financial factors using
KPIs, and providing contextual and
forward-looking information.

1. Quantifying non-financial factors
using KPIs

The Implementation Guidance provides
illustrative examples of the KPIs in non-
financial areas (such as those relating to
water and energy use, waste production,
CO, emission and employee health and
safety), which should be disclosed in

a business review. A retail company
should, for example, be disclosing its
waste production due to packaging. This
should include the amount of waste
arising from packaging (measured, for
example, in kilograms of packaging waste
per HK$1,000 of products sold). Another
example given is that of the KPIs a



CSj Cover Story

company in the mining industry should been adjusted for the purposes of The HKICPA Guide emphasises that KPIs
be disclosing relating to 'lost-time injury computing a KPI, and provide a and other information in the business
frequency rate' (measured as the number reconciliation review should be prepared and presented
of lost-time injuries per million hours consistently from one year to the next.
worked). e  (disclose corresponding amounts Where consistency is maintained, it
for the financial year immediately suggests that directors should include
The Implementation Guidance emphasises preceding the current year where a statement to this effect, such as: 'no
that reporters should: available, and/ or changes have been made to the source of
data or calculation methods used over the
e explain the calculation methods e identify and explain any significant periods shown!
changes to the calculation
®  disclose the source of underlying method used to compute the Finally, reporters should bear in mind
data and, where relevant, explain the KPIs compared to previous that the ultimate purpose of including
assumptions financial years, including significant these KPIs is to take the first step
changes in the underlying towards improving performance in
®  highlight where information accounting policies adopted in the relevant areas. The HKICPA Guide
from the financial statements has the financial statements. recommends, therefore, that reporters
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should set and communicate its
performance targets and measure
whether they are achieving them.

2. Providing context
One of the principles emphasised by
the HKICPA Guide is that the business

Online resources

e The Guidance for the
Preparation of a Business
Review under the Hong Kong
Companies Ordinance Cap 622,
published by the Hong Kong
Institute of Certified Public
Accountants (HKICPA),
is available in Accounting
Bulletin 5 on the HKICPA
website: www.hkicpa.org.hk.

e The Environmental, Social
and Governance Reporting
Guide, published by Hong
Kong Exchanges and Clearing
(HKEx), is available on the HKEx
website: www.hkex.com.hk.

® The G4 generation of Global
Reporting Initiative (GRI)
guidelines can be found on
the GRI website:
www.globalreporting.org, or
directly at:
https://g4.globalreporting.org.

e The BEC Handbook:
Understanding Materiality for
Environmental, Social and
Governance Reporting,
published by the Business
Environment Council (BEC), is
available on the BEC website:
www.bec.org.hk.
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review should both complement and
supplement the financial statements

in order to enhance the quality of
disclosure. ‘In complementing the
financial statements, the business review
provides useful financial and non-
financial information about the business
and its performance that is not reported
in financial statements but which, in the
directors' judgement, may be relevant to
the members' evaluation of past results
and assessment of future prospects, the
HKICPA Guide states.

This might include commenting on the
events that have impacted the reporting
entity over the reporting period. It might
also include changes in market conditions
which have had a significant impact on
the development and performance of

the reporting entity during the period.
‘Every company is affected by its external
environment. Depending on the nature of
the business, the business review should
include discussion of matters such as

the reporting entity's major markets and
competitive position within those markets
and the significant features of the legal,
regulatory, macro-economic and social
environment that influence the business;
the HKICPA Guide states.

3. Reporting forward-looking
information

The HKICPA Guide also stresses the need
for the business review to report on the
main trends and factors that directors
consider likely to impact the future
prospects of the reporting entity. This
advice is supported by SusDev Global.
‘Financial reporting has conventionally
focused on presentation and analysis of
historical data. In contrast, sustainability
reporting frameworks, such as the GRI
sustainability reporting guidelines, are
designed to assist stakeholders to evaluate

how the long-term profitability of any
organisation can go hand-in-hand
with social justice and protection of
the environment, says the team at
SusDev Global.

As mentioned above, many reporters

are reluctant to give forward-looking
information for fear that this may expose
the company to the threat of litigation.
The HKICPA Guide therefore advises
directors to include a caveat in their
business review advising readers that such
disclosures are made in good faith but
should be treated with caution given the
uncertainties involved and the difficulty of
getting objective verification.

The significance of the business review
requirement

The new business review requirement is

a significant escalation of Hong Kong's
ESG disclosure requirements, not so much
in terms of the specific requirements

- these reflect standard ESG disclosure
best practice - but because it is the first
time such requirements have been made
mandatory in Hong Kong.

We will have to wait until next year (2015)
to assess the quality of disclosures in the
first batch of business reviews included in
annual reports, but that quality will not
only depend on what is disclosed, but also
on how the disclosures are made. Will

the business reviews be written in a clear
and readily understandable style? Will
they provide readers with focused and
relevant information?

The SusDev Global team points out that
the G4 guidelines offer helpful guidance
here. Materiality is a key concept in G4
and the guidelines recommend that
reporters document the process for
defining report content. 'Inevitably the
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ESG disclosure means
shifting to a long-
term focus since it
requires companies
to monitor matters
relating to the future
sustainability of

the environment

and society

7

process for defining report content
requires subjective judgements but

the organisation is expected to be
transparent about its judgements.
Accurate records enable the organisation
to explain its chosen approach to
reporting on some sustainability impacts
rather than others, importantly it also
facilitates independent assurance of the
process for defining report content, the
G4 guidelines state.

SusDev Global is concerned that
companies may have an ‘opt out' from
disclosing material issues since Schedule
5 of the new Companies Ordinance
specifically exempts companies from
disclosing 'impending developments or
matters in the course of negotiation if the
disclosure would be seriously prejudicial
to the company's interest. They suggest
that the HKICPA Guide could encourage
reporters to adopt the approach taken by
the GRI guidelines to any such omissions.
‘In exceptional circumstances, if it is

not possible to disclose certain required
information, the report should clearly
identify the information that has been
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omitted and explain the reasons why the
information has been omitted; SusDev
Global says. The GRI guidelines add

that, where the omission is due to the
unavailability of data, the organisation
should disclose the steps being taken to
obtain the data and the expected time-
frame for doing so.

Beyond compliance

With the implementation of the new
Companies Ordinance in March this year,
Hong Kong entered the era of mandatory
ESG reporting requirements. Robin Bishop,
Director of Corporate Responsibility,
Community Business, emphasises however
that there are huge gains to be made by
companies prepared to go beyond the
mandated requirements.

‘There is a solid business case for
companies to go beyond compliance when
it comes to ESG reporting. Organisations
increasingly find that their profit and loss
statements are influenced by parameters
that do not feature on the balance

sheet. These external parameters are

ESG or "sustainability" issues that could

be economic, environmental or social

in nature. Sustainability reporting gives
organisations a framework to identify these
sustainability issues, and to understand
their impacts on its business. There are also
direct benefits which include enhanced
brand value or reputation, greater

success at attracting and retaining talent,
operational efficiency, mitigation and/ or
reduction of risk, financial impact as well as
the opportunity for organisational growth,
she says.

Kieran Colvert
Editor, CSj

The HKICS submission to the
‘Guidance for the Preparation

of a Business Review under the
Hong Kong Companies Ordinance
Cap 622’, is available in the
‘Submissions’ section of the HKICS
website: www.hkics.org.hk.
Enquiries should be directed to
Mohan Datwani, Director, Technical
and Research - by email:
mohan.datwani@hkics.org.hk; or
by phone: 2881 6177.
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Forging a global

profession

The importance of the corporate secretarial role, particularly as the gatekeeper for
good governance, is now recognised globally, but there is an increasing demand in
emerging and transition economies for practical guidance on how this role should
be best carried out. CSj talks to Carina Wessels, President, Corporate Secretaries
International Association (CSIA), and Philip Armstrong, Head of the Global
Corporate Governance Forum (GCGF), about the joint CSIA/ GCGF ‘Corporate
Secretaries Toolkit" which is designed as a globally relevant tool for training
corporate secretaries and a reference work on the corporate secretarial role.

Thanks for giving us this interview, can we talk first about
the genesis of the Toolkit?

Philip Armstrong: There is an increasing demand in emerging
and transition economies for a better understanding of the
practical role of the corporate secretary. We at the International
Finance Corporation (IFC) and the Global Corporate Governance
Forum (GCGF) issue tools of best practice, though | prefer to
use the term 'good' rather than 'best’ practice, and the CSIA was
the natural partner for this project given that it represents the
profession of corporate secretaries:

Was this demand for guidance on the role of the corporate
secretary coming through the CSIA or the GCGF?

Philip Armstrong: Through the IFC. We do a lot of work in
challenging environments outside the countries where established
corporate secretarial national bodies operate, and we identified

this as an area lacking professional guidance. We had already been
working in this area - we had established the ‘Corporate Secretaries
Club" in Kazakhstan, for example, but we wanted to put something
together that was more professional, coordinated and cohesive
with some measure of global utility.'

Am [ right in thinking that the Toolkit is primarily designed for
training purposes — can it also be used as a reference manual?
Philip Armstrong: ‘It is designed primarily as a training tool,

but it is also something that a corporate secretary who has been
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subject to this training can take away and utilise. People often
want to take something away after they have been trained and
have a reference for what they have been taught!

How was the Toolkit put together — was it developed by a
joint GCGF/ CSIA team?

Carina Wessels: 'Yes, it was a joint team. We had a pilot launch
in South Africa last year where we went through the ‘experiential
learning cycle' with the authors on the IFC side to see how the
Toolkit will work in practice and to see how it can be rolled out!

Market conditions vary hugely in the different jurisdictions
where corporate secretaries work — was this a major
challenge for the team developing the Toolkit in terms of
making it applicable to different jurisdictions?

Carina Wessels: 'If you take a principles-based approach, it's
much easier to make it applicable in a wide variety of countries,
and there are many best practice recommendations which are
not jurisdictionally based. A piece of legislation may say that a
corporate secretary needs to induct the board of directors, but it
won't tell you how you need to do that successfully. But it doesn't
only have to be based on generic principles, the Toolkit can be
“customised” to make it more applicable to a specific country!

Philip Armstrong: 'l think the important thing is the ability to
adapt it - it's really designed to provide a structured basis like



a structured curriculum that trainers can use. It comprises 26
modules of seven hours each, and each module can be sliced

and diced, adapted and modified, in a way that is best suited to a
particular environment. If we take the example Carina gave of the
requirement for director induction, any laws and requirements
around that would then need to be built from where the Toolkit is
being delivered.

We have another tool called ‘Board Leadership Training Resources'
(BLTR), which is a very comprehensive tool for director training.
This Toolkit was built as a supplement and, by agreement from the
CSIA, corporate secretaries who get access to the Toolkit also get
access to the BLTR - certainly, some aspects of the BLTR will be
useful if you are using the Toolkit!

While we're on the topic of the diversity of corporate
secretarial roles globally, could | ask you about another CSIA
project — the initiative to survey and benchmark corporate
secretary roles around the world?

Carina Wessels: 'Absolutely, yes. We will be looking at the
reporting lines, the scope and breadth of responsibilities and the
background to corporate secretaries' roles. We have previously
done a salary benchmark and we found it difficult to get data
from across the globe, but the idea is to get a better sense of the
acceptance of the role and the general profile of the corporate
secretary in different countries!

CSJ International Report
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1 personally think that the board
support and administrative
functions are as important as the
more strategic governance issues
and we need to add value to all
those areas to be a successful
corporate secretary

)

Carina Wessels, President, Corporate Secretaries International
Association

How far has that progressed?
Carina Wessels: 'We have set 2015 as the target for this survey!

What do you think links the profession globally? Is there
something you can point to as defining what a corporate
secretary does?

Carina Wessels: 'Legislative responsibility differs quite a bit from
country to country, although there are certain core issues which
are the same for countries around the globe - board support and

Highlights

e the importance of the corporate secretarial role,
particularly as the gatekeeper for good governance, is
now recognised globally

® there is an increasing demand in emerging and
transition economies for practical guidance on the
role of the corporate secretary

e the Corporate Secretaries Toolkit is both a tool for

training corporate secretaries and a reference work
on the corporate secretarial role
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It doesn’t matter if you are in Vietnam or
Lithuania or in a jurisdiction where corporate
governance is well established like in South
Africa... [corporate governance] principles have a
very similar foundation. 1t’s more the execution
that is different and that’s a factor of the legal

system and the business traditions.

”

Philip Armstrong, Head of the Global Corporate Governance Forum

so forth. Corporate governance is definitely one of the core areas
and that's why, if you focus on a principles-based approach, it's
so much easier to make it a global solution and put something
non-jurisdictional on the table.

But what | also find interesting is that one starts seeing a

lot more similarities these days in the legislation of different
countries. Just looking at the new Companies Ordinance in Hong
Kong for example, there are a lot of similarities between what has
been introduced in Hong Kong and the legislation in South Africa.
Countrywise they are far apart, but there are a lot of principles
around areas such as the increased duties and responsibilities of
directors, which are similar’

Do you think corporate governance standards will converge
globally in the same way that, say, accounting standards have
converged?

Philip Armstrong: 'l think the general principles of corporate
governance largely articulated by the OECD principles are

really the benchmark. It doesn't matter if you are in Vietnam or
Lithuania or in a jurisdiction where corporate governance is well
established like in South Africa, the principles have a very similar
foundation. It's more the execution that is different and that's a
factor of the legal system and the business traditions. If you look
at a market like Vietnam, which has just come out of a socialist
economy to a market economy in the last 20 years, they see
corporate governance principles as a benchmark, but their legal
system is just not aligned, so there are a lot of adjustments that
have to be made!
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But some principles, surely, continue to be disputed? One

of the principles that was included in the ‘CSIA Governance
Principles for Corporate Secretaries’, launched in October last
year, was stakeholder inclusiveness, but there are jurisdictions
which still hold on to a shareholder focus.’

Philip Armstrong: 'In the less advanced economies, where
corporate governance is still a reasonably novel concept, you find
that stakeholder inclusiveness has not really found its way into
the governance debate. This is primarily because people are still
trying to establish a proper functioning independent board, etc.
It's definitely not something that people are disregarding, but it
hasn't quite caught up with the governance discussion. Where
corporate governance standards are much more established, such
as in South Africa and the UK - where it is now in the UK law - |
think it is a different conversation. The only market that stands
out as an exception is probably the US!

Which seems to be holding on to a shareholder focus?
Philip Armstrong: 'Yes. Personally speaking, | find the US a grave
concern in terms of governance and I'm prepared to be quoted
on that. The trends and aspects that you see in the US are quite
troubling in many ways as it is in some ways, at least in my
personal view, an outlier when looking at advances in corporate
governance and related issues elsewhere in the world!

What impact do you think these trends are having on the
corporate secretary? For example, is the trend towards
principles-based corporate governance regulation having an
impact on the perception of the role?



Carina Wessels: '‘Absolutely. | think in most areas the corporate
secretary is seen as the gatekeeper for good governance and has
been central to the governance debate. Much more than in the
past, corporate secretaries need to understand what business
sustainability is, they need to understand stewardship and the
role of the board and the role of management, and how they
assist them in that respect. Definitely the focus is much more on
the skills and experience and the ability of the corporate secretary
to guide the business from a governance perspective in general:

Do you think the role will go further in that direction and
corporate secretaries will become corporate governance
specialists — might they even lose other aspects of the role,
such as administrative board support?

Carina Wessels: 'l don't think so. | personally think that the board
support and administrative functions are as important as the
more strategic governance issues and we need to add value to all
those areas to be a successful corporate secretary. You can't just
focus on the more strategic governance issues, you need to have
the other basics in place as well to ensure that the company in
general is governed well.

Career notes

Philip Armstrong

CSJ International Report

Philip Armstrong: 'l think the best illustration for the question
you are asking, and to support Carina's answer as well, is the
demand we found for the Toolkit. That is as explicit as you can
get. The role of corporate secretaries and their profile has really
been elevated and the demand for the Toolkit has become almost
an essential need rather than just a good idea: &

Philip Armstrong heads the Global Corporate Governance Forum, based in Washington DC, US. Philip is a widely acknowledged
expert on corporate governance and was closely involved with the internationally acclaimed King Reports on corporate governance
in South Africa. He was instrumental in producing the Commonwealth Guidelines on corporate governance and served as an
expert resource on corporate governance for the NEPAD initiative in Africa. He has received a number of awards internationally
including an honorary doctorate in business administration from the Oxford Brookes University in the UK in recognition of his

contributions to corporate governance.

Carina Wessels

Carina Wessels is the President of the Corporate Secretaries International Association (CSIA) and a fellow and immediate past
president of Chartered Secretaries Southern Africa (CSSA). She holds LLB and LLM degrees, a Certificate in Advanced Labour
Law and a PMD (Programme for Management Development). She is an admitted advocate of the High Court of South Africa.
Carina spent nine years with De Beers in various operational and head office positions, including human resources, business
improvement and corporate secretariat, as well as a period with Investec as corporate secretariat legal adviser. She has been
employed as the Group Company Secretary of Exxaro Resources Ltd (Exxaro) since June 2011 and serves on Exxaro's executive
committee. Carina is a co-author of the CSSA board exam level Corporate Administration textbook, and a past part-time
lecturer in the subject, a reviewer of the Corporate Secretaryship textbook, a past CSSA examiner and moderator and a regular

speaker at corporate governance and company secretariat seminars.

More information is available online at: www.csiaorg.com and www.ifc.org.
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CSJ In Focus

Privacy and data
protection: from
compliance to
accountability

Allan Chiang, Hong Kong's Privacy Commissioner for Personal
Data, outlines the competitive benefits to be gained by
adopting a comprehensive privacy management programme.

he Personal Data (Privacy) Ordinance
(the Privacy Ordinance) came into
force 18 years ago in 1996. At that time,
Hong Kong was the first jurisdiction
in Asia to have a dedicated piece of
legislation on personal data privacy.
As of today, 10 other jurisdictions in
the region have similar laws in force or
about to be in force. These are South
Korea, Macau, Vietnam, Malaysia, Japan,
Taiwan, Thailand, the Philippines, India
and Singapore. Globally, at least 102
jurisdictions have comprehensive data

Highlights

protection laws in force or awaiting
implementation.

This trend reflects the growing
recognition by governments of privacy

as a fundamental human right. It also
underpins the challenges generated by
the pervasive use of new information and
communications technologies (ICTs) in
today's digital society, which has enabled
the collection and use of vast amounts of
personal data with phenomenal ease

and efficiency.

® companies often adopt a minimalist approach which is concerned with just
meeting the legal requirements set out in the Privacy Ordinance

®  establishing and maintaining a privacy management programme will
demonstrate an organisation's commitment to good corporate governance

® in addition to ensuring legal compliance, a privacy management programme
can build better relationships with customers, employees, shareholders

and regulators

June 2014 19



CSJ In Focus

ICT innovations and applications such as
the internet, social media, mobile
applications and cloud computing have
become ubiquitous. No doubt these
technologies have created great economic
and societal values, and enhance the
productivity and competitiveness of

enterprises in ways beyond our imagination.

At the same time, they also pose immense
risks to privacy and raise serious concerns
about the protection of personal data.

Against this privacy landscape, public
awareness and understanding of
individuals' privacy rights concerning
personal data has been growing at

an accelerating rate. This has been
associated with a series of high-profile
privacy intrusion events. In particular, the
landmark case of privacy contravention
by the Octopus group of companies in
2010 has heightened public and media
sensitivity and scrutiny over privacy issues.

Meanwhile, a survey conducted by Unisys
Security Index in 2012 revealed that

over 80% of Hong Kong people surveyed
indicated that they were 'very concerned' or
‘extremely concerned' about unauthorised
access to, or misuse of, their personal data.

Another indicator of the public's growing
concern about privacy is that in the past
four years, our workload in terms of

the number of complaints received has
increased by 80%.

Further, the Snowden affair last year has
resulted in a public outcry over privacy on
a global basis. Indeed 'privacy' was
Dictionary.com's word of the year for 2013.

Room for improvement in managing
privacy issues

Now, in this age of 'big data' and the
unprecedentedly high level of customer
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expectations for their privacy rights,
where do organisations in Hong Kong
stand in terms of managing privacy and
data protection? To say the least, this
subject has been accorded a low priority
in organisations' business agendas and
there is definitely room for improvement.

In many of the complaint cases we have
investigated, we found that organisations
tend to adopt a rather passive attitude.
They were reactive instead of proactive
and remedial instead of preventative.
Privacy concerns were only addressed
seriously when mistakes had been made
and identified.

Learning points in investigation reports
went unheeded

We publish from time to time reports of
investigations explaining in detail the
privacy contraventions in question, our
application of the Privacy Ordinance in
determining the contraventions, and the
remedies. This practice is intended to
encourage compliant behaviour by not
just the organisation being the subject of
investigation but also other organisations
facing similar privacy issues. We hope that
every investigation report we issue will
prompt many organisations to review their
relevant privacy policies and practices with
a view to seeking appropriate remedies or
improvements. But not infrequently, this
proves to be wishful thinking.

For example, one major learning point
from the investigation report on the
Octopus case is that organisations
should not too readily collect from their
customers highly sensitive personal data
such as those contained in the Hong
Kong identity card for authentication
purposes which can be met by the
supply of other less sensitive personal
data. However, recent cases indicate

that many organisations continue to
over-emphasise their administrative and
operational convenience, at the expense
of their customers' privacy and data
protection. They tend to require a strong
level of authentication irrespective of the
nature of the transaction. Little regard
seems to have been paid to the fact that
identity card data is highly personal and
sensitive and if it falls into the wrong
hands, the affected persons could suffer
from an enhanced risk of identity theft,
administrative nuisance or financial loss.

Another major learning point from the
Octopus report is that organisations
should use clear and specific terms to
explain the purpose of use of the data
they collect and the class of persons that
the data may be transferred to. However,
we found again from recent cases that
many organisations, including some
reputable brands, continue to use the
same vague terms that Octopus once
adopted to define the third parties that
the data could be transferred to, such as
‘subsidiaries’, 'partners', ‘affiliates’, ‘third
parties’ and ‘any other persons under a
duty of confidentiality to us.

These terms, for some obscure reasons,
have been commonly used by many
organisations in their privacy notices. But
they give no clue to the customers as to
the nature of the business of the third
parties. Customers may therefore be unable
to make an informed choice on whether or
not to accept such data transfer.

In December 2011, we published a report
of an investigation against Hang Seng
Bank with the determination that it

was a contravention for them to retain
customers' bankruptcy data for as

long as 99 years. Since a bankrupt will
normally be discharged upon expiry of a
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period between four to eight years from
the commencement of the bankruptcy,

| concluded that the bankruptcy data
should not be kept for more than eight
years. In the report, | expressed the hope
that other financial institutions engaging
in similar practices would conduct
reviews of their data retention policies to
ensure they would not repeat Hang Seng
Bank's mistake.

As it later transpired, some major banks
continued to keep their customers’
bankruptcy data well beyond eight years
despite my intervention. They corrected
the practice only when | threatened to
take enforcement action.

Beyond legal compliance

On matters of privacy and data protection,
it is not uncommon that top management
is seldom involved, if at all. The subject

is delegated to the legal and compliance
staff. This often leads to the adoption of a
minimalist approach which is concerned
with just meeting the legal requirements
set out in the Privacy Ordinance.

The infamous Octopus incident of 2010
again serves to illustrate this point. In
running its customer loyalty programme

(44

with a database of 2.4 million subscribers,
we found the company had committed

a very serious contravention, namely,

the transfer of the customers' personal
data without their consent to a number
of partner companies for use in the
marketing of the latter's products and
services. It received monetary gains from
the partner companies in exchange for the
data transfer. The transaction, in essence,
was a sale of private, personal data.

In response, Octopus' concluding remarks
to the case, promulgated widely in a paid
advertisement in the media, were that its
conduct did have a legal basis but it failed
to meet the aspirations of the community
(FABHE; BFIERS). | certainly
disagree with Octopus' legal arguments
but I am glad the company has realised
that it should consider the issue beyond
the bounds of the law.

Another case worth mentioning
concerns a determination | made in
2012 on the complaints by three TV
artistes against two gossip magazines,
namely, Sudden Weekly and Face
Magazine. They concerned the use of
systematic surveillance and telescopic

CSJ In Focus

people are waking up to the value of
their personal data, and companies
which fail to handle people’s
information properly will lose their
trust and even their business

7

lens photography to take clandestine
photographs of the artistes' daily lives
and intimate acts within their private
residences over a period of three to four
days. These photos, including one showing
one of the complainants in an undressed
state, were published in the magazines.

I ruled that in the circumstances, taking
of the photos surreptitiously amounted
to unfair collection of personal data,

and directed the magazines to delete the
photos from their database and websites,
and to establish privacy guidelines

for compliance by their staff on the
systematic monitoring of the collection
of personal data by covert means and/ or
long-distance photography.

This determination has been vehemently
challenged by the two magazines. They
lodged an appeal with the Administrative
Appeal Board and failed. They are now
seeking a judicial review of the decision
of the Administrative Appeal Board. Their
arguments are all legalistic, concerning
the interpretation of the law, for example,
whether | have the legal authority

to require them to formulate privacy
guidelines for compliance by their staff.
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| doubt whether the privacy issues in
question should be handled by the
magazines merely as a strict legal dispute.
Irrespective of whether | have the legal
authority to require them to formulate
privacy guidelines for compliance by their
staff, as responsible employers and news
organisations, shouldn't they do it anyway?

From compliance to accountability:
adopting a privacy management
programme

| submit that we need to consider privacy
from a broader management perspective
and take into account factors such as
corporate reputation and respect for

the basic rights of the customers or
clients. As responsible corporate citizens,
organisations have to proactively
embrace personal data privacy protection
as part of their corporate governance
responsibilities and apply it as a top-
down business imperative throughout
the organisation.

These all call for a paradigm shift from
compliance to accountability and the
formulation and maintenance of a
comprehensive privacy management
programme (PMP).

As promulgated in our Privacy
Management Programme: A Best Practice
Guide, a PMP should be a robust privacy
infrastructure that:

®  has top management commitment
and is integrated into the
organisation's governance structure

®  treats privacy and data protection
as a multidisciplinary issue (not
merely as a legal compliance issue),
with a special focus on respect for
customers' or clients' needs, wants,
rights and expectations
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®  establishes policies, procedures and
practices giving effect to the legal
requirements under the Privacy
Ordinance

e  provides for appropriate safequards
based on privacy risk assessment

®  ensures that privacy is built
by design into all initiatives,
programmes or services

e includes plans for responding to
breaches and incidents

® incorporates internal oversight and
review mechanisms

® s kept current and relevant, and
remains practical and effective
in a rapidly changing privacy
environment, and

® isappropriately resourced and
managed by dedicated staff.

Apart from ensuring legal compliance,
establishing and maintaining a PMP

will demonstrate an organisation's
commitment to good corporate
governance and is conducive to building
trustful relationships with customers or
citizens, employees, shareholders and
regulators.

Privacy protection as a competitive
advantage

Indeed, building and maintaining
customers' trust is the cornerstone of

a business' competitive advantage.
People are waking up to the value of
their personal data, and companies
which fail to handle people's
information properly will lose their trust
and even their business. For this reason,
many leading companies are proactively

adopting privacy-friendly business
practices.

In this regard, it is interesting to watch
Microsoft's recent campaign against
Google for reading each and every word
of the email messages of Gmail users and
serving up ads based on the content of
these messages. At the same time, this
software giant is encouraging people to
use Hotmail which reportedly dose not go
through emails to sell ads.

In a similar vein, we note Yahoo's recent
announcement that it had implemented
a series of stronger security and

privacy measures, including securing
traffic that moves between its servers
and encrypting most search queries
automatically. This has been dogged by
critics as a strategy to catch up with

its competitors in safeguarding the
security of its email delivery systems.
For example, the Edward Snowden
revelations about the US National
Security Agency reportedly showed that
the agency was collecting substantially
more addresses of webmail users from
Yahoo than Hotmail or Gmail.

In Hong Kong, it is very encouraging to
witness that all the government bureaus
and departments, together with 25
companies from the insurance sector, nine
companies from the telecommunications
sector and five organisations from

other sectors, have pledged to adopt a
PMP. It is particularly gratifying to note
that Octopus is on the pledge list, as it
has been adopting this accountability
approach in the aftermath of the 2010
contraventions.

Allan Chiang
Privacy Commissioner for
Personal Data
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Salina Yan, Deputy Secretary for Financial Services and the Treasury (Financial Services), of the
Financial Services and the Treasury Bureau, outlines a new initiative to further develop Hong
Kong's asset management industry.

A sset management has become
increasingly prominent in the
international financial landscape, and
Hong Kong is well placed to establish
itself as a premier international asset
management centre. To diversify

our fund management platform and
legal infrastructure, the government
has launched a three-month public
consultation on introducing a new open-
ended fund company (OFC) structure to
expand Hong Kong's legal structure for
investment fund vehicles.

With the fast economic growth and wealth
creation in Asia, increase in portfolio
allocation into the Asian market, and
continued financial market liberalisation

in the Mainland, Hong Kong possesses
unique strengths in further developing the
asset management industry.

As of end-March 2013, the number of
unit trusts and mutual funds authorised
by the Securities and Futures Commission
(SFC) reached 1,847, with a total asset
under management of US$ 1,238 billion.
There has also been a growing trend in
funds domiciling in Hong Kong. The total
number of Hong Kong-domiciled funds
increased by around 61% in the three
years between 2011 and 2013 and the

proportion of Hong Kong-domiciled funds
as a percentage of total number of SFC-
authorised unit trust and mutual funds
went up by 7.5% for the same period.

It is our policy objective to attract funds
of various types to domicile in Hong Kong,
expand the fund distribution network and
promote fund origination here to deepen
and broaden our asset management
industry. This will also drive demand

for professional services such as fund
management and investment advice, as
well as legal and accounting services.

The OFC structure is a proposal in
response to the market need for a more
flexible choice of investment fund
vehicles because, under the current law,
an open-ended investment fund may

be established only in the form of a unit
trust but not in corporate form due to
various restrictions on capital reduction
under the Companies Ordinance. The OFC
proposal will allow funds to be set up in
an open-ended structure like a company,
but with the flexibility not enjoyed by
conventional companies to create and
cancel shares for investors to trade the
funds. This corporate fund structure is
gaining popularity internationally. While
working to introduce an extra option

for fund structures in sharpening our
competitive edge as an asset management
hub, we will not lose sight of the need to

e the OFC proposal will allow
funds to be set up in an open-
ended structure like a company,
but with the flexibility not
enjoyed by conventional
companies to create and cancel
shares for investors to trade
the funds

® the proposed framework for
the introduction of the OFC
regime has been designed
to strike a balance between
protecting investors with an
appropriate level of regulatory
oversight whilst encouraging
market development and
product innovation in the asset
management industry

® the government hopes the new
OFC structure will sharpen
Hong Kong's competitive edge
as an asset management hub
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ensure that investor protection will not be
compromised when designing the details
of this new structure.

What is an OFC?
An OFC is an open-ended collective
investment scheme (CIS):

® incorporate form
e with limited liability
® with variable share capital, and

® can be set up as a public or
private fund.

The main purpose of an OFC is to serve
as an investment fund and manage
investments for the benefit of its
shareholders.

Key benefits of OFCs

We see the following key benefits of
OFCs that make this new fund structure
attractive to fund managers:

® variable share capital to meet
shareholder redemption requests

® ability to distribute out of share
capital subject to solvency and
disclosure requirements

e  corporate form with legal personality

®  shareholder liability will be limited to
their shares in OFCs

e  streamlined procedures for
termination, and

e familiar structure to other fund

jurisdictions, particularly those not
familiar with trust law.
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OFC structure

The proposed OFC structure will have
characteristics similar to a conventional
limited company in that it will have

a separate legal personality; it will be
governed by a board of directors; the
liability of its shareholders will be limited
to their shares in the company; and its
constitutional documents will consist of
Articles of Incorporation. However, given
the nature of OFCs as pure legal vehicles
for investment, OFC shareholders do not
have day-to-day management rights or
control over the underlying assets, but
they do have the right to participate

in the income/ profits arising from the
management of and transactions in fund
property via distributions.

Similar to the conventional company
model, an OFC will be governed by a board
of directors, who are subject to statutory
and fiduciary duties. The OFC board will be
legally responsible for all the affairs of the
OFC and will provide an additional layer
of oversight for shareholders. Given the
nature of the OFC as an investment fund
vehicle, the day-to-day management and
investment functions of the OFC must at
all times be delegated to an investment
manager licensed by or registered with
the SFC, while individual directors on

the OFC board will not be required to

be licensed under the Securities and
Futures Ordinance (SFO). This is a common
structure for corporate funds.

Investment scope

As the primary purpose of a Hong Kong
OFC will be to operate as an investment
fund and not designed for general
commercial business or trade, we propose
that the asset classes in which an OFC may
invest should be broadly in line with those
of a traditional investment fund within the
remit of the SFO. Furthermore, given that

the investment activities of the OFC will be
required to be delegated to an investment
manager licensed by or registered with the
SFC, we propose that the investment scope
of OFCs should align with those types of
investment activities which are subject to
licensing and requlation by the SFC under
the SFO, namely, securities, futures and
over-the-counter derivatives (once the
Securities and Futures (Amendment) Bill
2013 commences operation) as defined
under the SFO.

Some of you may ask why, under our
proposal, OFCs are not allowed to invest in
alternative assets. Besides the rationale of
the proposed investment scope explained
above, | would also like to point out

that the scope of securities and futures
currently defined under the SFO is indeed
fairly broad. It covers shares, stocks,
debentures, loan stocks, funds, bonds or
notes of, or issued by, a body, whether
incorporated or unincorporated, or a
government or municipal government
authority unless such instruments fall
within any of the specific exclusions set
out in the definition.

Setting up an OFC

To set up an OFC, the applicant would
have to apply to the SFC for approval.
The SFC would review the application,
including whether it meets the regulatory
requirements to be stipulated in the

SFO and relevant subsidiary legislation,
rules, requlations and codes. Upon the
Companies Registry's receipt of specified
documents and the SFC's issuance of an
approval-in-principle for registration, the
Companies Registry would incorporate
and register the OFC. In addition to
registration, like other SFC-authorised unit
trusts and mutual funds, OFCs which seek
to offer their shares to the public must
seek SFC authorisation under the SFO.



The Companies Registry, as the corporate
registry of companies registered under
the Companies Ordinance, would be
responsible for the incorporation and
administering the statutory corporate
filings of OFCs. The Companies Registry
would also maintain a register for OFCs
and provide the public with services to
access the OFC information that it holds.

Protected cell regime

An OFC may be created as an umbrella
fund, which means that the OFC can
consist of a number of separately pooled
sub-funds and each sub-fund will have
a pool of assets that is managed in

accordance with the investment objectives

and policies for that particular sub-fund.
Operationally, each sub-fund will also

be distinct. We propose to introduce a
protected cell regime to address any
possible contagion risk by providing for
a legally enforceable segregation of the
assets and liabilities of each sub-fund.

Streamlined termination of a solvent
OFC

Given the nature of OFCs as investment
funds, which are often terminated

for commercial reasons, OFCs can be
terminated under the new legislation in a
more straight-forward and cost-efficient
manner, and without compromising
investor protection, where:

e the OFC s to be terminated in
accordance with the specific
provisions in the Articles of
Incorporation

e the OFC is solvent as certified by the
OFC board and an independent and
qualified auditor, and

® reasonable prior notice has been
given to shareholders.

As mentioned at the beginning, we will
not lose sight of the need to ensure
investor protection, and introduce the key
investor protection measures:

mandatory delegation of day-to-

day management and investment
functions of OFCs to an investment
manager licensed or registered with
the SFC, subject to the oversight

of the OFC board - this would help
safeguard the interest of investors, as
it separates the investment functions
and day-to-day management from
that of supervision

®  basic eligibility criteria applicable to
the OFC board, investment manager
and custodian

® segregating assets of the OFC
from that of the investment
manager and entrusted to a
separate, independent custodian
for safekeeping - this aims to
strengthen investor protection and
avoid potential conflicts of interest

e alignment of investment scope with
those types of investment activities
which are subject to licensing and
regulation by the SFC under the SFO,
namely securities, futures and over-
the-counter derivatives, and

e publicly offered OFCs seeking
SFC-authorisation will also have
to comply with the applicable
requirements under the SFC
Handbook, including disclosure
requirements.

Legislative framework
Given that OFCs are set up to function
as an investment fund vehicle, the new
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OFC vehicle will be established under

the SFO and be regulated and supervised
by the SFC. The enabling provisions

will be provided in the SFO to facilitate
the making of a separate piece of OFC
subsidiary legislation governing the
detailed requlation of these new vehicles.
The SFO and the OFC subsidiary legislation
will set out the full scheme of the OFC
and cover matters relating to the creation
and regulation of OFCs.

To supplement the SFO and the OFC
subsidiary legislation, more detailed
requirements relating to OFCs and their
operation will be set out in a separate
OFC Code to be issued under the SFO,
subject to further public consultation.
The OFC Code will be applicable to all
SFC-registered OFCs, whether publicly or
privately offered.

Regulatory framework

On supervision of OFCs, the new OFC
legislation and the OFC Code will set
out the key functions and duties of
directors and other key operators of
OFCs, which must be complied with so
long as the OFC remains registered with
the SFC. The OFC investment managers
will also need to comply with existing
regulatory requirements including the
Code of Conduct for Persons Licensed
by or Registered with the SFC and the
Fund Manager Code of Conduct. The
OFC will be subject to post-registration
monitoring and supervision under the
new legislation and the OFC Code.
Publicly offered OFCs will also be
subject to ongoing post-authorisation
requirements under the SFC Handbook
for Unit Trusts and Mutual Funds,
Investment-Linked Assurance Schemes
and Unlisted Structured Investment
Products including the Code on Unit
Trusts and Mutual Funds.
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This is an area of particular interest to
the fund industry. Currently, section
26A(1A)(a)(i) of the Inland Revenue
Ordinance provides profits tax exemption
for mutual funds, unit trusts or similar
investment schemes authorised by the
SFC under section 104 of the SFO, that
is a publicly offered CIS. Under the OFC
proposal, if an OFC wishes to offer its
shares to the public, it will also have

to seek the SFC's authorisation under
section 104 of the SFO as a publicly
offered CIS. As such, we consider that
the existing tax exemption regime for
publicly offered CISs can be equally
applied to publicly offered OFCs
authorised under section 104 of the
SFO as long as the OFCs can satisfy the
prescribed conditions for exemption.

For privately offered OFCs, profits tax
exemption will be available under the
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existing regime for offshore funds with
its central management and control
located outside Hong Kong. As for
privately offered OFCs with their central
management and control located
onshore, the government will consider
carefully the exemption or the extent of
exemption that should be applied to
such OFCs, having regard to possible
read-across implications.

The proposed framework for the
introduction of the OFC regime has been
designed with the intention to strike a
balance between protecting investors
with an appropriate level of regulatory
oversight whilst encouraging market
development and product innovation in
the asset management industry.

The public consultation period will end
on 19 June 2014. We look forward to

receiving views from the public and
market participants. Together with

the SFC and relevant departments,

we will work on the details of the
proposals set out above, taking into
account comments received during
the public consultation. | appeal to
you to give us feedback to allow us to
formulate an OFC regime that can best
suit your needs.

Deputy Secretary for Financial
Services and the Treasury
(Financial Services)

Financial Services and the
Treasury Bureau
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Happy Friday for Chartered Secretaries
The Fantasy of Diamond

Diamond, strongest material on earth, yet so beautiful with its sparkling nature, has been the most favourite
jewellery among all women across history. The Institute is delighted to present ‘The Fantasy of Diamond’. A
diamond expert from Chow Tai Fook will lead Members explore interesting aspects about diamond, and
Members shall have the chance to use a microscope to appreciate the beauty of diamonds.

Don't miss this great opportunity! Come and join us and learn more about diamonds with your fellow
Members.

Date : 11 July 2014 (Friday)
Time : 6.30 p.m. - 6.45 p.m. (Registration)
6.45 p.m. - 7.45 p.m. (Presentation)

7.45 p.m. - 8.15 p.m. (Cocktail & opportunity to purchase selected jewellery with special discounts)
Venue : Chow Tai Fook Central Branch, No. 39 Queen's Road Central

Fee : HK$100 (light refreshment including wine will be provided)
Language : English

Priority enrolment for Fellows if registered on or before 16 June 2014
Speakers:
Mr Hamilton Cheng, Finance Director and Company Secretary, Chow Tai Fook
Jewellery Group Limited & a member of the HKICS Company Secretaries Panel

e Chow Tai Fook’s success story covering its business strategies and future plan

Mr Alan Chan, Head of Branding Department, Chow Tai Fook Jewellery Company
Limited

e Chow Tai Fook's marketing strategies and latest campaigns

Ms Sheryl Cashmore, Training Director, Diamond Department, Chow Tai Fook
Jewellery Company Limited & Graduate Gemologist of Gemological Institute of
America (GIA)
e details of 4 C's (Colour, Clarity, Cut & Carat weight) that largely determine the
diamonds’ value and natural fancy colour diamond

This workshop is open to HKICS members and graduates. For enrolment, please complete and return the enrolment form
with payment.

For more information, please contact Jonathan Chow at 2830 6088 or Ken Lai at 2830 6016 or email
member@hkics.org.hk.

Scan to share with other FEtB Sponsor:
HKICS members!
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This article is the second and final part of a feature by the China Association

for Public Companies (CAPCO) summarising its Report on the Fulfillment of
Duties by Independent Directors of Listed Companies which was published earlier
this year. The report was based on a comprehensive review of China's 10-year-
old independent directors system conducted by CAPCO. This concluding part

of the article discusses problems highlighted by the survey and puts forward
recommendations designed to improve China's independent director system.
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Seminars: April to May 2014

Conflict of interest/
fair dealing by directors
under new CO and
beyond (re-run)

Chair:  Edmond Chiu ACIS ACS, Associate Director of Corporate

Services, VISTRA Hong Kong

Speaker: Mohan Datwani FCIS FCS, LLB LLM MBA (Distinction)
(lowa) Solicitor & Accredited Mediator, Director,

Technical and Research, HKICS

Shareholder activism &
proxy campaign

Chair:  Eric Chan FCIS FCS(PE), Chief Consultant, Reachtop
Consulting Ltd
Speakers: Vivek Aranha, CEQ, ASIA, Orient Capital; and Henry Chik,

Senior Client Advisor, Orient Capital
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Whistleblowing and
internal investigations

Chair:  Susie Cheung FCIS FCS(PE), General Counsel and

Company Secretary, The Hong Kong Mortgage

Corporation Ltd

Speakers: Tim Mak, Partner, Asia Dispute Resolution
Group, Freshfields; and Melissa Handover, Senior

Associate, Asia Dispute Resolution Group, Freshfields

Case study on the
recent acquisition of
China Mobile Hong
Kong Corporation Ltd
by Hong Kong Television
Network Ltd

Chair:  Lydia Kan ACIS ACS, Director of Professional

Development, HKICS

Speaker: Brian Lo, DBA MBA MScIT MPA LLB (Hons) FCIS FCS
HKPA, CEng MIET, Vice-President and Company

Secretary, APT Satellite Holdings Ltd
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IPO readiness — internal
control systems (re-run)

Members' voluntary
liquidation (re-run)

Chair:  Eva Chan FCIS FCS(PE), Head of Investor Relations, CC Chair:  Richard Leung FCIS FCS, FCPA, Barrister-at-Law, Des
Land Holdings Ltd Voeux Chambers, Past President of HKICS
Speakers: Roy Lo, Deputy Managing Partner, Shinewing (HK) CPA Speakers: Annette Lee (Associate Director), Business Recovery
Ltd; and Gloria So, Risk Manager, Shinewing (HK) CPA Services Division, PwC Hong Kong, and Iris Chan
Ltd (Manager), Business Recovery Services Division, PwC
Hong Kong

Getting competition law
compliant - key things
businesses in Hong Kong
need to know and do

Chair:  Susie Cheung FCIS FCS(PE), General Counsel and
Company Secretary, The Hong Kong Mortgage
Corporation Ltd

Speaker: Stephen Crosswell, Consultant, Head of Antitrust Hong
Kong, Clifford Chance
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ECPD and MCPD

All members who qualified between 1 January 2000 and 31 July 2013 are required to accumulate annually at least 15 mandatory continuing
professional development (MCPD) or enhanced continuing professional development (ECPD) points. Members should complete the MCPD
Form | - Declaration Form, and submit it to the secretariat by fax to: 2881 5755, or email: mepd@hkics.org.hk, by the respective applicable
deadline outlined below.

CPD Year Members MCPD or ECPD Point accumulation Submission
who qualified points required deadline deadline
between

2013/ 1 January 2000 - 15 31 July 2014 15 August 2014

2014 31 July 2013

2014/ 1 January 2000 - 15 (at least 3 ECPD 31 July 2015 15 August 2015

2015 31 July 2014 points)

2015/ 1 January 1995 - 15 (at least 3 ECPD 31 July 2016 15 August 2016

2016 31 July 2015 points)

Current MCPD Policy Revised MCPD Policy (for 2014/ 2015)

Minimum CPD At least 3 ECPD points out of 15 At least 3 ECPD points out of 15 CPD

requirements CPD points for members working points for members subject to mandatory

in corporate secretarial (CS) sector/ CPD requirements in ALL disciplines

trust and company service providers

(TCSPs)
Practitioner's Accumulate at least 15 ECPD points Accumulate at least 15 ECPD points in last
Endorsement in last CPD Year; and CPD Year

Fulfillment of at least 30 ECPD points

in last two consecutive CPD Years
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Date Time Topic ECPD
points

10 June 2014 6.45 p.m. - 8.45 p.m. Practical solutions in resolving shareholders' disputes 2

12 June 2014 6.45 p.m. - 8.15 p.m. ESG reporting - a 360 workshop for corporate secretaries 1.5

17 June 2014 6.45 p.m. - 8.15 p.m. Setting up a company in Shanghai pilot free trade zone 1.5

19 June 2014 6.45 p.m. - 8.15 p.m. Responding to a fraud allegation: how to conduct an 1.5
effective internal investigation

24 June 2014 4 p.m. - 530 p.m. Data privacy at work 1.5

26 June 2014 6.45 p.m. - 8.15 p.m. The new Companies Ordinance - Lecture 2: priorities for the 1.5
next six months (a practical sharing session with company
secretaries)

28 June 2014 10 a.m. - 12 noon How to run an annual general meeting and manage difficult 2
meetings properly

3 July 2014 6.45 p.m. - 8.45 p.m. Conflict of interest/ fair dealing by directors under new CO 2
and beyond (re-run)

16 July 2014 6.45 p.m. - 8.45 p.m. Five completely ignored differences between Hong Kong 2
and PRC company law

23 July 2014 6.45 p.m. - 8.15 p.m. Chaos at the co-op: corporate governance failures are not 1.5
restricted to greedy capitalists

29 July 2013 7 p.m. - 8.30 p.m. IT security - what does it mean to corporate responsibility 1.5
and liability?

For details of the forthcoming seminars, please visit the ECPD section on the Institute's website: www.hkics.org.hk.

Thanks to members' support for the Institute's ECPD activities, the demand for seats at ECPD seminars has significantly increased. In
order to achieve a fair enrolment procedure, the Institute’s first-come first-served policy and the practice of allowing seat reservation
only upon receipt of payment have to be strictly applied.

June 2014 37



CSJ Institute News

New Graduates

Appointment update

Congratulations to the following new Graduates.

Chu Ka Yee Lam Sin Man Lau Hiu Tung

New Fellow

The Institute would like to congratulate Kwok Siu Wing FCIS
FCS, Senior Vice-President and Head of Commercial Banking,
Sumitomo Mitsui Banking Corporation, who became a Fellow of
the Institute in April 2014.

Newly appointed company
secretaries

The Institute invites Associates and Fellows to provide notification
as to their latest appointments as company secretaries of listed
companies in Hong Kong for inclusion in this CSjcolumn. Don't
be left out - email us your new appointment with supporting
documentation at member@hkics.org.hk. The Institute retains all
discretion as to publication of such information.

For enquiries, please contact Jonathan Chow at: 2830 6088, or email:

member@hkics.org.hk.

BEC EnviroSeries Conference

Mohan Datwani FCIS FCS, Director, Technical and Research, HKICS,
was a panellist at the BEC EnviroSeries Conference on the theme
‘ESG management: from niche to mainstream' on 23 May 2014.
The conference, held at the Exchange Auditorium, Hong Kong
Exchanges and Clearing Ltd, covered ESG reporting, policies and
impacts in the
business community.
Mr Datwani

joined the panel
discussion on ‘ESG
technical discussion
- materiality and
reporting’
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Edith Shih FCIS FCS(PE), President, HKICS, has been appointed

a member of the Asian Financial Forum (AFF) 2015 Steering
Committee. The Steering Committee comprises 29 senior
representatives from the HKSAR Government, regulatory bodies,
industry associations and leading financial institutions. It is
chaired by Anita Fung, Chief Executive Officer Hong Kong, The
Hong Kong and Shanghai Banking Corporation Ltd. The role of the
Steering Committee is to provide guidance on the planning and
preparation of the AFF 2015.

Fellows-only benefits

Fellows are leaders of the Chartered Secretarial profession.
These highly qualified and respected role models are crucial in
maintaining the growth of the Institute and the profession.

As per Council's direction, the promotional campaign to increase
the number of Fellows continues. Act now and enjoy a special
rate for the Fellowship election fee of HK$1,000 and the following
exclusive Fellowship benefits:

e complimentary attendance at two Institute events - the
annual convocation and annual dinner following Fellowship
election

*  eligibility to attend Fellows-only events

®  priority enrolment for Institute events with seat guarantee
(registration at least 10 working days prior to the event
required), and

e speaker or chairperson invitations at ECPD seminars (extra
CPD points are awarded for these roles).

Application requirements:

®  atleast one year of Associateship

e atleast eight years' relevant work experience, and

® engagement in company secretary, assistant company
secretary or senior executive positions for at least three of
the past 10 years.

For enquiries, please contact Cherry Chan at: 2830 6005, or email:
member@hkics.org.hk.



Membership activities

CSJ Institute News

The Institute jointly organised a seminar
on 'Corporate governance and succession
planning' (V&8 SHRIXERMID
2i8) with HKU SPACE and the Legacy
Academy. The seminar was held on 24
May 2014 at the Admiralty Training
Centre. Speakers included: Dr Davy

Lee FCIS FCS(PE), Past President of the
Institute; Dr Michael YK Chan, Honorary
Chairman of Legacy Academy; and Dr
Amen Lee, President of Legacy Academy.
Among the 200 participants, over 100
members and students of the Institute
attended the seminar.

The Institute organised a talk on
business account opening and ongoing
maintenance on 22 May 2014. Several
HSBC executives shared the key
requirements for corporate bank account
opening and related services with the
Institute's members. This broad business
banking talk received an overwhelming
response and was attended by more than
100 members. The Institute thanks HSBC
for their presentations, Tricor Services Ltd
for sponsoring the venue and members
for their support of this event.
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e Suzanne Cheung, Director

(From right) Candy Wong, Director, Education and Examinations, HKICS; Louisa Lau,
General Manager and Company Secretary, HKICS; Samantha Suen FCIS FCS, Chief
Executive, HKICS,; Dr Amen Lee; Dr Michael Chan, and Dr Davy Lee, together with
representatives of HKU SPACE.

The Institute organised a seminar to provide an overview of Hong Kong's long-term
electricity supply and regulation on 30 May 2014 in response to the Environment
Bureau's consultation on the topic. The main speakers from the current power
generators agreed that natural gas was a viable solution, with CLP Holdings of the
further view that the situation needs to be reviewed for a balanced long-term and
sustainable energy mix.

Members are encouraged to respond to the consultation which can be found at the
Environment Bureau's website to shape a more sustainable and environmentally-
friendly energy mix for Hong Kong. The speakers included:

e  Yee Tak Chow, General Manager
(Corporate Development), The
Hongkong Electric Company, Ltd

e  Stephen Chan, Head of Strategic
Planning and Regulatory Affairs,
CLP Power Hong Kong Ltd

Panel discussion with speakers and Mohan
Datwani FCIS FCS, Director, Technical and
Research, HKICS

(Environmental Management),
Business Environment Council.

June 2014 39



CSJ Institute News

Forthcoming members’ events

Come and join the forthcoming members' events for useful career information or a relaxing evening with other fellow members.

The Institute has launched its 'Young Group' series which aims to offer young graduates and newly elected associates a series of events
furthering their career and personal development. The Institute invites you to join the workshop below to hear practical tips from a
Fellow as well as recruitment consultants.

Date Friday 13 June 2014
Time 6.30 p.m. - 8.15 p.m.
Venue 1804, 18/F, Tower 1, Admiralty Centre, 18 Harcourt Road, Admiralty
Speakers ® Jimmy Heng, Senior Consultant - Michael Page Legal
e  (Carolyn Woo, Manager - Michael Page Legal
e Samantha Suen FCIS FCS, Chief Executive, HKICS

Date Friday 11 July 2014

Time 6.30 p.m. - 8.15 p.m.

Venue Chow Tai Fook Central Branch, 39 Queen's Road Central
Speakers ®  Hamilton Cheng, Finance Director and Company Secretary,

Chow Tai Fook Jewellery Group Ltd

e  Alan Chan, Head of Branding Department, Chow Tai Fook
Jewellery Company Ltd

®  Sheryl Cashmore, Training Director, Diamond Department,
Chow Tai Fook Jewellery Company Ltd

More information is available at the events section on the Institute’s website: www.hkics.org.hk. For enquiries, please contact Jonathan
Chow at: 2830 6088, or Ken Lai at: 2830 6016, or email: member @hkics.org.hk.
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Mainland update

The Institute held the 32nd Affiliated Persons (AP) ECPD seminars in Nanning, capital city of Guangxi province, Mainland China, between
14 and 16 May 2014 under the theme of ‘Connected transactions and insider dealing management control"

The seminars attracted over 150 participants including 38 from A+H share companies, 57 from H-share companies, 21 from red-chip
companies, five from non-listed companies, five from A-share companies, as well as speakers and representatives of the sponsors.

Nine speakers delivered speeches covering a wide spectrum of topics, followed by panel and group discussions. During the panel
discussion, six senior board secretaries shared their views and experience on inside information disclosure and insider dealing control.

Dr Gao Wei FCIS FCS, Vice-President, HKICS, presented the proposal prepared by a joint working group with the China Association for
Public Companies (CAPCQ) on the abolition of the pre-requisite clauses for the articles of association of companies seeking listing
overseas. Participants later actively exchanged their views, showed great support to the proposal and appreciated the Institute's efforts
in proposing the change.

A networking dinner reception was arranged on 14 May 2014. The Institute would like to extend its sincere thanks to all the speakers, as
well as the event co-organiser Shinewing CPA Ltd, and sponsors Computershare Hong Kong Investor Services Ltd and DLA Piper UK LLP.

The Institute held an International Qualifying Scheme (IQS) information session in Nanning on 14 May 2014. Similar to the session
held in Hong Kong, it aimed to provide students and potential students with information on what the 1QS covers, what routes are
available to acquire the Chartered Secretarial qualification and the career prospects of Chartered Secretaries. The seminar attracted
41 students and potential students from listed and private companies.

Carrie Wang, Senior Manager, Beijing Representative Office of HKICS, provided an update on the Chartered Secretarial profession in
the Mainland and internationally, and the basics of the 1QS. Dr Gao Wei FCIS FCS, Vice-President, HKICS, and Charlotte Xiao ACIS ACS,
shared their experience and recommendations on how to gear up for the examinations. In view of the economic development of the
country, Dr Gao is optimistic for the future of board secretaries in Mainland China and encouraged participants to get prepared with
the internationally recognised Chartered Secretarial qualification.
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1QS examination postponement

Candidates who are unwell at the scheduled International Qualifying Scheme (IQS) examination time must hold a satisfactory medical
certificate to apply for examination postponement. Such application must be submitted to the Institute within three calendar weeks
from the end of the June examination diet, that is, on or before Friday 27 June 2014.

The application form is available at the examinations section on the Institute’s website: www.hkics.org.hk.

Chartered Secretaries
scholarships and subject prizes

10S information session

Jerry Tong FCIS FCS, Education Committee member, attended
Hong Kong Shue Yan University Annual Scholarship Award
Ceremony on 25 April 2014. At the ceremony, he presented the
Chartered Secretaries scholarships and subject prizes donated
by The Chartered Secretaries Foundation Ltd to the following
four students.

Recipients of the Chartered Secretaries Scholarships

e Cheung Ki Ki, Year 2 business administration student (BBA
programme)

e Kwok Chun Kit, Year 2 law and business student (Law &
Business programme)

Recipients of the Chartered Secretaries Subject Prizes
e Vivien Tang Wai Yu, Year 3 accounting student (Company Law)

e Tsang Wing Yin, Year 4 law and business student (Corporate
Governance)

Hong Kong Shoe Yan University

hinpianl Selalarship N-m
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This free seminar will include information on the International
Qualifying Scheme (1QS). A member of the Institute will share

her valuable experience on career prospects of professionally

qualified Chartered Secretaries.

This seminar is open to the public. Members and students
are welcome to recommend the seminar to colleagues and
friends interested in learning more about the Chartered
Secretarial profession.

Date Monday 21 July 2014
Time 7 p.m. - 8.30 p.m.
Venue Joint Professional Centre, Unit 1,

G/F, The Center, 99 Queen's Road,
Central, Hong Kong

Speaker Anita Tsang ACIS ACS

Senior Manager - Corporate
Services, Tricor Services Ltd
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Student Ambassadors Programme

The Institute organised a visit to Intertrust Hong Kong Ltd for
members of the Student Ambassadors Programme (SAP) on 25
April 2014. Participants gained a deeper understanding of the
company's development, its services and the career prospects for
Chartered Secretaries. The Institute thanks Intertrust Hong Kong
Ltd for its continued support for the SAP.

The Institute arranged for interested
student ambassadors to attend the annual
general meetings (AGMs) of the following
four listed companies during May 2014.
The Institute was pleased with the
overwhelming response and all sessions
were full within a few days of enrolment.

The Institute thanks the following listed
companies for their generous support for At the CLP Holdings Ltd AGM
the SAP:

e CLPHoldings Ltd

e Sing Lee Software (Group) Ltd

®  Hutchison Whampoa Ltd

®  China Mobile Ltd :
At the Sing Lee Software (Group) Ltd AGM At the Hutchison Whampoa Ltd AGM

At the China Mobile Ltd AGM
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Academic Advisory Panel luncheon

The Institute held an Academic Advisory
Panel Luncheon on 23 May 2014 at the
Club Lusitano with representatives from
local universities. Polly Wong FCIS FCS(PE),

Education Committee Chairman, and Alberta
Sie FCIS FCS(PE), Education Committee Vice-

Chairman, hosted the lunch, together with
Samantha Suen FCIS FCS, Chief Executive;
Louisa Lau FCIS FCS(PE), General Manager
& Company Secretary; and Candy Wong,
Director, Education and Examinations; from
the secretariat. They shared their views

on the recent developments and future
activities of the Institute with the attending
academics.

The attending academics were (in
alphabetical order):

e Dr Dennis Chan, Senior Lecturer,
Department of Accounting, The Hong
Kong University of Science
and Technology

e Dr Derek Chan, Associate Professor
in Accounting (Area Co-ordinator),
Faculty of Business and Economics,
University of Hong Kong

®  Professor KH Chan, Head, Department
of Accountancy and JK Lee Chair
Professor of Accountancy, Lingnan
University

Payment reminders

Group photo of the Academic Advisory Panel

e Professor Agnes Cheng, Head, School
of Accounting and Finance, The Hong
Kong Polytechnic University

®  Professor Ip Yiu Keung, Associate
Vice-President (Academic Support &
External Links), The Open University
of Hong Kong

® Ko Man Lut, Lecturer |, Department
of Accountancy and Law, Hong Kong
Baptist University

®  Dr Arthur Mclnnis, Professional
Consultant, Faculty of Law, Chinese
University of Hong Kong

Dr Mark Ng, Assistant Professor,
Department of Business
Administration, Hong Kong Shue
Yan University

Claire Wilson, Associate Head,
Department of Law and Business,
Hong Kong Shue Yan University

Professor Yi Cheong Heon, Associate
Head & Professor, Department of
Accountancy, City University of
Hong Kong

Studentship renewal

Students whose studentship expired in April 2014 are reminded
to settle the renewal payment by Friday 20 June 2014.
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Exemption fees

Students whose exemption was approved via confirmation letter
in March 2014 are reminded to settle the exemption fee by
Friday 20 June 2014.
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Hong Kong Exchanges and Clearing Ltd (HKEx) will bring in
amendments, effective 1 July 2014, to Hong Kong's connected
transaction rules. HKEx consulted on its proposed amendments,
which are designed to simplify and improve the clarity of the
rules, in April this year.

Among other things, the amendments will:

e simplify the language of the rules by replacing the current
Chapter 14A (GEM Chapter 20) with the plain-language
Guide on the Connected Transaction Rules issued in April

2012, with minor modifications on drafting

®  exempt transactions with connected persons at the

remove the 1% cap on transaction value which is currently
a condition for the exemption for provision/ receipt of
consumer goods or services tof from a connected person

exempt indemnities provided to, or purchase of insurance
for, directors against liabilities incurred in the course of
performing their duties, provided that the indemnity or
insurance is in the form permitted under the laws in Hong
Kong and the place of incorporation of the company
providing the indemnity or insurance, and

clarify that the independent board committee's opinion
on a connected transaction must also cover whether the
transaction is on normal commercial terms and in the

subsidiary level from the shareholders' approval requirement

exclude from the definition of ‘associate’ any trustee of an
employee share scheme or occupational pension scheme if
the connected persons' interests in the scheme are together
less than 309%; and the scheme is established for a wide
scope of participants

increase the monetary threshold for fully exempt connected
transactions from HK$1 million to HK$3 million

issuer's ordinary and usual course of business.

The Exchange has also decided to rename the definitions of
‘connected person’ and ‘associate’ in Chapter 1 as 'core connected
person’ and ‘close associate’ respectively to distinguish them from
the Chapter 14A definitions.

The rule amendments, together with new guidance materials
and a new series of frequently asked questions (FAQs), can be
downloaded from the HKEx website: www.hkex.com.hk.

From 3 June 2014 old forms will no longer be accepted for registration by the Companies Registry. Users need to use the new forms

specified by the new Companies Ordinance.

Further information is available on the Companies Registry’s website: www.cr.gov.hk.
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The China Securities Regulatory
Commission and the Securities and Futures
Commission have approved, in principle,
the development of a pilot programme -
‘Shanghai-Hong Kong Stock Connect’ - for
establishing mutual stock market access
between Mainland China and Hong Kong.
When launched, the pilot programme

will operate between the Shanghai Stock
Exchange (SSE), the Stock Exchange of
Hong Kong Ltd (SEHK), China Securities
Depository and Clearing Corporation Ltd
(ChinaClear) and Hong Kong Securities
Clearing Company Ltd (HKSCC).

SSE and SEHK will enable investors to trade
eligible shares listed on the other's market
through local securities firms or brokers.
Shanghai-Hong Kong Stock Connect
comprises a ‘Northbound Trading Link’

and a 'Southbound Trading Link: Under

the Northbound Trading Link, investors,
through their Hong Kong brokers and a
securities trading service company to be
established by SEHK, will be able to place
orders to trade eligible shares listed on

SSE by routing orders to SSE. Under the
Southbound Trading Link, eligible investors,
through Mainland securities firms and a
securities trading service company to be
established by SSE, will be able to place
orders to trade eligible shares listed on
SEHK by routing orders to SEHK.

Shanghai-Hong Kong Stock Connect
will be founded on the existing rules
and regulations and operational models
governing trading and clearing in each
market. Set out below are the five
principal elements of Shanghai-Hong
Kong Stock Connect.

1. Applicable trading, clearing and
listing rules. Trading and clearing
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arrangements will be subject to the
regulations and operational rules

of the market where trading and
clearing take place. Listed companies
will continue to be subject only

to the listing and other rules and
regulations of the markets where
they are listed. Shanghai-Hong Kong
Stock Connect will only operate on

a day which is a trading day of both
SSE and SEHK and where the clearing
arrangements are in order.

Clearing. ChinaClear and HKSCC will
establish a direct link for the cross-
-boundary clearing. Each of them
will become each other's clearing
participant to provide clearing
services for Shanghai-Hong Kong
Stock Connect.

Eligible shares. Under the pilot
programme, shares eligible to be
traded through the Northbound
Trading Link will comprise all the
constituents of the SSE 180 Index
and SSE 380 Index, and shares of

all SSE-listed companies which

have issued both A-shares and
H-shares. Shares eligible to be traded
through the Southbound Trading
Link comprise all the constituents of
the Hang Seng Composite LargeCap
Index and Hang Seng Composite
MidCap Index, and shares of all
companies listed on both SSE and
SEHK. The scope of Shanghai-Hong
Kong Stock Connect is subject to
further adjustment following launch
of the pilot programme.

Quotas. Trading under Shanghai-
Hong Kong Stock Connect will,
initially, be subject to a maximum

cross-boundary investment quota,
together with a daily quota that will
be monitored on a real time basis.
The Northbound Trading Link will

be limited to an aggregate quota of
RMB300 billion and a daily quota of
RMB13 billion, and the Southbound
Trading Link will be limited to an
aggregate quota of RMB250 billion
and a daily quota of RMB10.5
billion. Quotas may be adjusted

in future.

5. Eligible investors. Initially, the
SFC requires Mainland investors
participating in the Southbound
Trading Link to be limited to
institutional investors, and those
individual investors who hold an
aggregate balance of not less than
RMB 500,000 in their securities and
cash accounts.

Both the CSRC and the SFC will actively
enhance cross-boundary regulatory

and enforcement cooperation. Each of
them will take all necessary measures

to establish, in the interests of investor
protection, an effective regime under
Shanghai-Hong Kong Stock Connect

to respond to all misconduct in either

or both markets on a timely basis. The
CSRC and the SFC will improve the
current bilateral agreement to strengthen
enforcement cooperation in respect of the
following areas:

e referral and information exchange
mechanisms concerning improper
activities

® investigatory cooperation in relation
to cross-boundary illegal activities
including disclosure of false or
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misleading information, insider
dealing and market manipulation

® bilateral enforcement exchange and
training, and

® enhancement of general standards
of cross-boundary enforcement
cooperation.

The two Commissions will establish

a dedicated liaison mechanism for
Shanghai-Hong Kong Stock Connect

to deal with any issues that may be
encountered during the pilot programme
which may require joint resolution.

SSE, SEHK, ChinaClear and HKSCC will
collaborate with each other to develop
the operational and other components

of Shanghai-Hong Kong Stock Connect
prior to launch, including all necessary
arrangements to ensure an orderly market
and prudent risk management.

Launch of Shanghai-Hong Kong Stock
Connect will only take place once relevant
trading and clearing rules and systems
have been finalised, all regulatory
approvals have been granted, and

market participants have had sufficient
opportunity to configure and adapt their
operational and technical systems. All
necessary investor education programmes
must also be in place. The formal launch
of Shanghai-Hong Kong Stock Connect is
expected early next year.

More information is available on the SFC
and HKEx websites: www.sfc.hk and
www.hkex.com.hk.

The Securities and Futures Commission (SFC) issued a notice last month reminding parties
engaging in crowd-funding activities of the potential application of relevant securities
laws and regulations, and reminding the public of potential risks relating to participating
in crowd-funding activities in view of the increase in such activities internationally and in
Hong Kong.

'Crowd-funding' typically refers to the use of small amounts of money, obtained from

a large number of individuals or organisations, to fund a project, a business or personal
loan, and other needs through an online web-based platform. The more common types of
crowd-funding include equity crowd-funding, peer-to-peer lending, donation crowd-
funding and reward/ pre-sale crowd-funding.

Parties engaging in crowd-funding activities are reminded that this may be subject

to provisions of the Securities and Futures Ordinance, the Companies (Winding Up

and Miscellaneous Provisions) Ordinance and/ or relevant SFC requirements, including
regulations on offers of investments, intermediary licensing and conduct of business
requirements, and requirements applicable to automated trading services and/ or
recognised exchange companies. Other Hong Kong laws and regulations may also apply
depending on the features of the activities. Parties looking to engage in crowd-funding
activities should seek professional advice if in doubt to ensure compliance with all
applicable laws and regulations.

Potential risks involved in participating in crowd-funding activities as an investor
include risk of default, risk of illiquidity of the investment, risk of platform failure and
insolvency, risk of fraud, risks associated with platforms operating outside Hong Kong,
information asymmetry and lack of transparency, cyber security issues and possible
illegal activities. Investors considering participating in crowd-funding activities and in
doubt about the nature, risk profile and regulatory status of such activities should seek
professional advice.

Further information is available on the SFC and Investor Education Centre websites:
www.sfc.hk and www.hkiec.hk.
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Company Secretarial Professionals

We are looking for company secretarial We offer to successful candidates:
professionals to join our Corporate

Services Division to cope with our ®» 15-day annual leave (20-day for managers)
fast growing practice. ® 5-day work, study/ examination leave

®» Qualifying premium upon completion of

Requirements: HKICS examinations

» Degree holder; » Excellent job exposure and career prospects

®» Registered Students or Members of HKICS; Applicants should send their full C.V. and

®» Relevant experience in handling assignments expected salary to:
of Hong Kong-listed companies is essential;
HR Manager, Level 54, Hopewell Centre,

®» Self-motivated, well-organized and detail-
183 Queen’s Road East, Hong Kong or by

minded; ) .
) ) email to: hr@hk.tricorglobal.com or
®» Good at reading and following rules and by fax to 2543-7124.
regulations;
®» Excellent command of spoken and written Please quote reference: "Company Secretarial
English with fluent spoken Mandarin; Professionals" on your application.

» Computer literate. Knowledge in ViewPoint

will be an advantage; Personal data provided by job applicants will

be used strictly in accordance with the

®» Fresh graduates with strong determination to employer’s personal data policies, a copy of
develop in company secretarial field are which will be provided immediately upon
welcome; request.

®» Candidates with relevant experience will be
considered for a position commensurate with
experience.
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Tricor Group (Tricor), a member of The Bank of East Asia Tricor has built its reputation and professional expertise

Group, is a global provider of integrated Business, through the acquisition of certain practices from major

Corporate and Investor Services. As a business enabler, international accounting and professional firms as well

Tricor provides outsourced expertise in corporate as through organic growth and development.

administration, compliance and business support functions

that allows you to concentrate on what you do best - Our client portfolio includes the majority of companies

Building Business. listed on the Hong Kong Stock Exchange, close to 550
companies listed in Singapore and Malaysia, over

We are experts in corporate structuring and advisory 35 per cent of the Fortune 500 companies, as well as a

functions. Our professional specialists provide a significant share of multinationals and private

comprehensive range of services including: Accounting; enterprises operating across international markets.

China Entry & Consulting; Company Formation,

Corporate Governance & Company Secretarial; Executive Please visit www.tricorglobal.com for more information.

Search & Human Resources Consulting; Initial Public
Offerings & Share Registration; Fund, Payroll, Treasury &
Trust Administration; and Management Consulting.

tricor

The Employer of Choice

Member of BEA Group

BARBADOS ¢ BRITISH VIRGIN ISLANDS * BRUNEI « DUBAI UAE « HONG KONG ¢ INDIA ¢ INDONESIA ¢ JAPAN e KOREA ¢ LABUAN  MACAU * MAINLAND CHINA ¢ MALAYSIA ¢ SINGAPORE ® THAILAND ¢ UNITED KINGDOM




6 5 = CHARTERED
SECRETARIES

N
Years in Hong Kong

/ More than meets the eye.
/ TR TLT)

“Compliance Standard for

’ Anti-Money Laundering and
Counter Terrorist Financing”

Thursday, 24 July 2014
Speaker: Mr Patrick Rozario, Director, Head of Risk Advisory Services, BDO
Time/ CPD: 6.30 p.m. - 9.15 p.m. (2.5 ECPD points)
Fee: HK$250 (HKICS member/ target participant)
Target participants:Company Secretaries, Accountants and Business Consultants

Venue: Admiralty Conference Centre, 1804A, Tower 1, Admiralty Centre,
18 Harcourt Road, Admiralty, Hong Kong

For enquiries: Ms Lisa Lee at 2830 6069 or email to ECPD@hkics.org.hk

Funding Organisation:

%" THE GOVERNMENT OF THE HONG KONG
=,  SPECIAL ADMINISTRATIVE REGION

Disclaimer

Any opinions, findings, conclusions or recommendations expressed in this material / any event organized under this Project do not reflect the views of the Government of the Hong
Kong Special Administrative Region or the Vetting Committee for the Professional Services Development Assistance Scheme.

The Hong Kong Institute of Chartered Secretaries (Incorporated in Hong Kong with limited liability by guarantee)
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Simplifying life for YOU
e and YOUR DIRECTORS

;Ttﬁ?‘ Access board papers on the iPad

+ Annotations
+ eSignature
+ Voting

+ Surveys

+ Calendar
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Board book creation wizard
Drag and drop upload
One-click updates

-
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& Permission driven access

@ Word, Excel, PowerPoint & PDF supported Sl period D ot
=

Unlimited storage for archive materials

“«h @

Megan Bisaro Hong Kong

Sales Manager 3B, 235 Wing Lok Street Trade Centre
+852 2108 4600 Sheung Wan

sales@boardvantage.com www.boardvantage.com




