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Good governance comes with membership

About The Hong Kong Institute of Chartered Secretaries

The Hong Kong Institute of Chartered Secretaries (HKICS) is an independent professional body dedicated to the
promotion of its members' role in the formulation and effective implementation of good governance policies in
Hong Kong and throughout China, as well as the development of the profession of the Chartered Secretary.

The HKICS was first established in 1949 as an association of Hong Kong members of the Institute of Chartered
Secretaries and Administrators (ICSA) of London. It became a branch of ICSA in 1990 before gaining local status in
1994, and today has over 5,800 members and 3,200 students.
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H ong Kong's regulatory environment
changed significantly on 3 March

2014 with the implementation of the

new Companies Ordinance (NCO). It is not
hyperbole to suggest that Cap 622 launched
a new era in companies law in Hong Kong.
This was no 'amendment' ordinance, but

a complete rewriting of Hong Kong's
companies law, and, judging by the high
attendance at our ECPD seminars on the
NCO, our members take compliance with the
new legislation very seriously.

One year on from its implementation,

the new law is very far from being old
news. In fact, the first year of a new law's
implementation is the most critical time.
Despite the two decades of preparation
that went into rewrite exercise, and the
lengthy drafting process and scrutiny of
the law by the LegCo Bills Committee, it is
impossible to tell exactly how a new piece
of legislation will be received by the market.
In our second cover story this month (see
pages 12-16), the Companies Registry
outlines some of the teething difficulties
that have been encountered in the first
year of the NCO's operation. | would like to
take this opportunity to express my high
regard for the work done by the Companies
Registry led by Ada Chung, the Registrar
of Companies, in effectively preparing the
public for the debut of the NCO and in
making the transition smooth. The Institute
is privileged to have Ada Chung and her
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one year

senior team members joining the first
Company Secretaries Panel lunch meeting
on 3 March 2015, the anniversary of the
launching of the NCO, to share views.

Perhaps the most obvious reason why the
NCO is still at the top of the compliance
agenda in Hong Kong is that compliance with
Section 388 and Schedule 5 of the NCO -
which requires companies, unless exempted,
to prepare a business review as part of

their directors' reports - falls due this year.
Depending on the dates of companies' year-
ends, the deadline for companies to prepare
their first business review could fall anywhere
between this month and the end of the year.

Many larger companies may already have been
making the new disclosures required by the
NCO. For companies new to environmental,
social and governance (ESG) reporting,
however, the new disclosure requirements
may be a compliance challenge. In particular,
among other things, it will require companies
to quantify non-financial factors using key
performance indicators (KPIs), provide context
for their corporate reports and report forward-
looking information.

Fortunately, there is help at hand. Firstly, |
recommend you read the cover stories in this
edition of CSj. In our first cover story this
month (see pages 6-11), Ernest Lee, Partner,
Professional Practice, EY Hong Kong, and a
member of our Professional Development
Committee, highlights the disclosures required
under Schedule 5 to the NCO and discusses
the criteria for exemption from preparing a
business review. Under the revised Main Board

on

Rules and GEM Rules relating to financial
disclosure, a listed issuer must, nevertheless,
strictly observe the disclosures in their
directors' report.

Further guidance is available in our ECPD
programme which has, over the last two
years, given a central focus to the NCO. We
ran 28 ECPD events on this topic up to end
of January 2015 - attended by over 7,300
members, practitioners, as well as directors
and senior management personnel - and
our seminars on the NCO continue to

draw capacity audiences. This month, on

9 March 2015, we have organised jointly
with the Hong Kong Institute of Certified
Public Accountants and The Law Society

of Hong Kong a symposium on the new
law at the Hong Kong Convention and
Exhibition Centre. More details on this
event, entitled 'Symposium on the New
Companies Ordinance - First Anniversary
Review', can be found on our website. Don't
miss this golden opportunity to have your
questions relating to the NCO answered by
our expert panel of speakers, which includes
practitioners, regulators and academics.

| will be giving the welcoming address at the
symposium so | look forward to seeing many
of you there.

T

Maurice Ngai FCIS FCS(PE)



CS President’s Message

wn (D TISEA) SXh—El=F

201453838 @ #1 {RAFHI) (FE
BBIE6228 ) K - RAWEITEB
BMEFIE - RH# (RIFH) TN
FRORIAEHAMELTT » —<tR
BEX - #IZHAFETRE (2T
FO) MK MERTEES I EFEM
RAE  REMENBXT (RIF
pI) BNRFEEVARHE 25
BERRK ERREcRAERUERE
STHUEH ©

HOIKBES —BE ERRFIR
BHRA - BXRLE - FEPHXREEFRE
RAXBEOHENZ - RELH - +EH
E5EFIHF - BEKOEMIRE I
BEARZACTHFBEW - Bhip
WEBNFED - KERERSAE °
SHBEE-_THENRSEE (REN2E
1601) @ REEMLEBH (RFF
pI) KiEEERNBRORIHENE - /£
RAEMAERKEMERETAT © 23
EIMLBREMBEI AR AHT; (RTFF
Iy BRI AR - TRIEIN
A REZUNEIMENKREAHE -
M ARIZEN) KE—BFEZAR - &
MNRRERFBLZTNAITEMLEY
RRBEALFB2015FE3F38HTHAT
WHEERNABRFESWN » 5HA]

R
RREN

Wi #;HARIRFD) DRESER
AEMIFEENEPCE  RAR
BRE - TEER S FMIT 1818 T # I
SE38BFMMIRS - BIBRIFKBEBR -

BURIYMBAUZEM - (FAHAES
ERSH—D - USEHVUSTM
HHRBEREFRAE > MFLRT
HFELEEME °

WBANITIEUE—BHELRREX
AR NEH (RIFEH) ORER
XK BYFRARESEHE - 155
EERSHLTRE - EFSHEVIRK
EBAE  FsR— Mk - LHR
HPERAIUXBRINERENIE
MHEHEEZE - BHRATRSHER - U
RIRERIEIEI AN EE -

3 MNEESMITIFOALEBRS
BN Bt ED - B WU ESRAHSH
HHBEHSE HETHEREE (I
FEENM) @ BEBLXEITMES
EVRBZEURARTEEURRE
REMRZFRE  ER/NMBIH (1
FFEH) WROBVIREME - FH %A
BRMUBWSEMNHRMY - A - R
BEBITHERMEWR EHANE
XS KBOME - LEHRIREE
SRS - WAFBETEXRE
HME °

AR FEEWHBITX - TR
i —S B o BERE - # KA T
Z61) —BERINBFSEWHBITI
MEBER BE201F1BE B
28IM N0 58 #5548 |\l 8 5E oh 4 K2 i 18
#2508  MILAR - 2T E
EREREEBARABIE7300AR °

FEBXH (XITFEM) OHE -
SRRRSIRESNE - 2015F 38
9B BMNESBTBETHLRENEB
BMEEDBEXT (XIFHF) B9H
e BEBEWNRHPLET &
A THARIFR[) AVE-KEE
FOM, ;s FEINHEAIENWIL - B
REIJGSEWERASE MW
AR~ BENHNZE  WRBXH
(RIFEH) BEED - HPBI LT
gEHNE -

BRERITS EBRIDE - HIEERI
REBIARR o

/

/
,/v

/
Az i1«

RIBIEE T

March 2015



CS Cover Story

Business review
disclosure under the
new Companies Ordinance

March 2015



CS Cover Story

The new Companies Ordinance (Cap 622) requires certain public companies and companies not
qualified for simplified reporting to prepare a more comprehensive directors' report which includes
a business review. This article aims to highlight the disclosures required under Schedule 5 to the
new Ordinance, and to discuss the criteria for exemption from preparing a business review.

he commencement of operation of

the new Companies Ordinance (NCO)
on 3 March last year signifies a new
era for company law in Hong Kong. In
respect of the disclosure of corporate
information, the NCO introduces a new
requirement for a company to present a
business review in the directors' report,
unless exempted. Section 388 of the
NCO states the directors' duty to prepare
a directors' report that, amongst other
matters, complies with Schedule 5 to
the NCO.

As further explained below, Schedule 5 to
the NCO sets out the minimum contents of
the business review. The business review is
an analytical and forward-looking review
of the company or group that provides
information about the development,
performance and position of the business
of the company or group. Section 388

and the requirement to prepare a business
review apply to financial years beginning
on or after 3 March 2014.

It should be noted that Section 388(6)
states that a director of a company

who fails to take all reasonable steps to
secure compliance with the requirement
to prepare a business review commits
an offence and is liable to a fine of
HK$150,000. In addition, Section 388(7)
states that if a director wilfully fails to
take such reasonable steps to secure the
compliance, the director is liable to a fine
of HK$150,000 and to imprisonment for
six months. Therefore, it is imperative
that directors plan in advance and take

action to ensure full compliance with
this requirement.

On 6 February 2015, the Stock Exchange of
Hong Kong Ltd published its conclusions
to its consultation ‘Review of Listing Rules
on Disclosure of Financial Information
with Reference to the New Companies
Ordinance and Hong Kong Financial
Reporting Standards and Proposed
Minor/Housekeeping Rule Amendments.

In respect of the disclosure of financial
information, the amendments to

the Listing Rules associated with the
consultation conclusions align the
requirements in Main Board Rules
Appendix 16 and the GEM Rules equivalent
with the disclosure provisions in the NCO.
Accordingly, the business review disclosure
requirement under the NCO will also be
applicable to all listed issuers (that is,
whether or not they are incorporated

in Hong Kong). The amendments to the
Listing Rules will be applicable for annual

Highlights

reports with accounting periods ending on
or after 31 December 2015. Early adoption
is permitted but issuers should not adopt
the revised Rules prior to the effective date
of Part 9 'Accounts and Audit' of the NCO
(that is, the first financial year beginning
on or after 3 March 2014).

Contents of a business review

Schedule 5 to the NCO sets out the
minimum contents of a business review.
Paragraph 1 of Schedule 5 states that a
directors' report for a financial year must
contain a business review that consists of:

a. a fair review of the company's
business

b. adescription of the principal
risks and uncertainties facing the
company

c.  particulars of important events
affecting the company that have

® the business review requirement will oblige directors to disclose the
company's environmental and social policies and performance, and their
assessment of the future developments affecting the business

e directors who fail to take all reasonable steps to secure compliance with
the new business review requirement are liable to a fine of HK$150,000
and, potentially, to imprisonment for six months

e the Listing Rules have been updated to extend the reach of the new
business review requirement to overseas incorporated companies listed on

the Hong Kong Stock Exchange
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occurred since the end of the
financial year, and

d. anindication of likely future
development in the company's
business.

Paragraph 2 of Schedule 5 states that, to
the extent necessary for an understanding
of the development, performance or
position of the company's business, a
business review must include:

a. an analysis using financial key
performance indicators (KPls)

b.  adiscussion on:

the company's environmental
policies and performance, and

ii.  the company's compliance
with the relevant laws and
requlations that have a
significant impact on the
company, and

c.  anaccount of the company's key
relationships with its employees,
customers and suppliers and others
that have a significant impact on
the company and on which the
company's success depends.

Paragraph 3 of Schedule 5 states that
disclosure is not required for information
about impending developments or
matters in the course of negotiation if the
disclosure would, in the directors’ opinion,
be seriously prejudicial to the company's
or group's interests. However, ‘seriously

prejudicial’ is not defined in the NCO and
is therefore subject to judgement.

In accordance with Section 388(2) of the
NCQ, if the company is a holding company
in a financial year and the directors prepare
annual consolidated financial statements
for the financial year, the directors' report
should be a consolidated report. In terms
of the business review, this means that
the directors' report would need to cover
the business review of both the company
and all of its subsidiaries included in the
consolidated financial statements.

A business review under the NCO is
not only a historical fair review of the
business of a company or group (as the
case may be), it also covers important
events that have occurred from the




end of the financial year to the date of
the directors' report. In addition, it is a
forward-looking review that indicates the

'likely future development’ of the business.

But what do all these mean?

What are the guiding principles?

In July 2014, the Hong Kong Institute of
Certified Public Accountants (HKICPA)
issued Accounting Bulletin 5: Guidance
for the Preparation and Presentation

of a Business Review under the Hong
Kong Companies Ordinance Cap 622",

at the invitation of the Companies
Registry. Accounting Bulletin 5 sets out
guiding principles for business reviews
prepared and presented for the purposes
of compliance with Schedule 5. These
guiding principles include the following:

® the review should set out an analysis
of the business through the eyes of
the board of directors

® the scope of the review should be
consistent with the scope of the
financial statements

(44
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® the review should complement as
well as supplement the financial
statements, in order to enhance the
overall corporate disclosure

® the review should be
understandable, and

® the review should be balanced and
neutral, dealing even-handedly with
both good and bad aspects.

As the business review forms part of the
directors' report to be approved by the
directors, the review should reflect the
directors' view of the business and be
consistent with information which the
directors use in managing the reporting
entity. These may include the strategic
priorities of the reporting entity, the
management of capital, the financial risk
management strategies of the reporting
entity, and any KPIs monitored by the
directors in managing and allocating
resources, and in assessing performance.

Directors should consider which matters
should be included in the business review
in order to provide members with relevant
and material information that is necessary
for an understanding of the development,
performance and position of the reporting
entity. In considering materiality, directors
should consider both qualitative and
quantitative aspects in the particular
circumstances. As explained in Accounting
Bulletin 5, where the nature and
circumstances of a matter are of sufficient
importance, it could be the qualitative
aspect rather than the quantitative aspect
alone that determines whether there
should be separate disclosure.

Other factors to be considered include
the legality, sensitivity and potential
consequences of a transaction or event

CS Cover Story

and the parties involved. For example,
the monetary amount at which an item
becomes material may be significantly
lower for items such as unlawful
transactions, fines and penalties than

for items under the company's normal
operations. Given the fact that annual
reports get thicker under the ever-
increasing disclosure requirements, the
inclusion of too much information in the
business review may obscure judgements
and will not promote understanding.

An indication of likely future
development

While stakeholders are interested in

the historical analysis of the company's
performance for the financial year, they
will probably be even more interested in
the future development of the company.
Schedule 5 requires the business review to
include an indication of the likely future
development in the company's business.
Accordingly, the business review should
analyse the main trends and factors

that directors consider likely to impact
future prospects. These trends and factors
will vary according to the nature of the
business and the external environment
in which the business operates, but could
include the development of known new
products and services or the benefits
expected from capital investment.
Significant assumptions underlying the
main trends and factors should

be disclosed.

Given the uncertain nature of some
forward-looking information, in

particular elements that cannot be
objectively verified but have been disclosed
in good faith, directors may want to
include a statement in the

review to treat such elements with
caution, explaining the uncertainties
underpinning such information.
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Exemption from preparing a

business review

A frequently asked question is under what
criteria can a company claim exemption
from preparing a business review for the
directors' report under the NCO? Section
388(3) sets out three criteria:

1. the company falls within the
reporting exemption to qualify for
a simplified directors' report and
simplified financial statements for
the financial year (as governed
by Sections 359 to 366 of, and
Schedule 3 to, the NCO) (the
Reporting Exemption); or

2. the company is a wholly owned
subsidiary of another body
corporate in the financial year; or

3. the company is a private company
that does not fall within the
Reporting Exemption for the
financial year, and a special

March 2015

resolution (as defined in Section
564) is passed by the members to
the effect that the company is not to
prepare a business review required
by Schedule 5 for the financial year.

For the purposes of claiming exemption
from preparing a business review, a
company needs only to satisfy any one
of the three exemption criteria set out
above. Therefore, if a company satisfies
either criterion (2) (it is a wholly owned
subsidiary) or criterion (3) (it is a private
company and its members have passed
a special resolution), it is not necessary
to consider whether the company would
also have been able to claim exemption
under criterion (1) (to consider whether
it would also have fallen within the
Reporting Exemption under the NCO).
This means that in practice, if the
intention is only to claim exemption
from preparing a business review (but
not to claim exemption to qualify for
simplified financial reporting), given the

complexity of the size tests and stringent
shareholder approval requirements (if
applicable) for the Reporting Exemption,
it will generally be more straightforward
for a private company to ask its members
to pass a special resolution in accordance
with Section 388(3)(c) (see criterion (3)
above). In this situation, there is no need
to seek to test whether the company

is eligible for the Reporting Exemption
under the NCO. However, if the intention
is to claim exemption from preparing a
business review and exemption to qualify
for simplified financial reporting at the
same time, the relevant size tests and
shareholder approval requirements (if
applicable) for the Reporting Exemption
must be met.

Another question frequently asked

is if a company is eligible for the
Reporting Exemption under the NCO
but voluntarily chooses to prepare its
financial statements in compliance with
full Hong Kong Financial Reporting



Standards instead of the SME Financial
Reporting Framework and Financial
Reporting Standard (Revised 2014) (SME-
FRF & SME-FRS) issued by HKICPA, can

it still claim exemption from preparing a
business review under criterion (1)?

Yes, in this situation, the company can

still claim exemption from preparing a
business review under Section 388(3)(a).
This exemption from preparing a business
review does not depend on whether or not
the financial statements are prepared in
accordance with the SME-FRF & SME-FRS.

Some further facts regarding the

above three exemption criteria

e Unlike criteria (1) and (3), criterion
(2) is not limited to just private
companies. Accordingly, a public
company (as defined in Section 12
of the NCO) that is a wholly owned
subsidiary of another body corporate
can obtain the exemption from
preparing a business review.

‘Body corporate’ under criterion

(2) means a company formed and
registered under the NCO or an
existing company formed and
registered under the predecessor
Companies Ordinance, and a
company incorporated outside Hong
Kong (but excludes a corporation
sole). Accordingly, a company which
is a wholly owned subsidiary of an
overseas incorporated company will
satisfy criterion (2).

Under Section 388(4)(b), the special
resolution for opting out of the
business review requirement in
accordance with criterion (3) must
be passed at least six months
before the end of the financial

year to which the directors' report
relates. As an example, for private
companies with a December
year-end, the business review
requirement under Section 388 will
first come into effect for financial
statements for the year ending

31 December 2015. Should these
private companies wish to opt out
of the preparation of a business
review in accordance with criterion
(3) for that financial year, the special
resolution would need to be passed
by the end of June 2015.

The 'special resolution’ under
criterion (3) may be passed in
relation to a financial year, or a
financial year and every subsequent
financial year. Therefore in

practice, a company fulfilling the
requirements under criterion (3)
may want to pass one special
resolution covering the current year
and every subsequent year, and

the resolution will remain in force
until it is revoked in a subsequent
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year. In addition, according to FAQ
(Accounts and Audit) Q17 issued

by the Companies Registry, Section
622 states that a copy of the special
resolution is required to be delivered
to the Registrar of Companies for
registration within 15 days after
itis passed.

Conclusion

Although the requirements set out in
Schedule 5 are not lengthy and may
initially sound simple to some companies,
they may be difficult to apply in practice.
Judgement is required to determine what
information should be included in the
business review. For a holding company
with subsidiaries, preparing a balanced
and understandable consolidated review
may take some time. Accordingly,
planning ahead is a key success factor.
Directors should consider seeking
professional advice if in doubt as to

their obligations regarding the
preparation and presentation of the
business review.

Ernest Lee
Partner, Professional Practice,
EY Hong Kong

Ernest Lee is a member of
the Professional Development
Committee of the HKICS.

The views reflected in this article
are the views of the author and do
not necessarily reflect the views of
the global EY organisation or its
member firms.

The HKICPA ‘Accounting Bulletin
5’, which gives guidance on
preparing a business review, is
available on the HKICPA website:
www.hkicpa.org.hk.
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It has been a year since the new Companies Ordinance, Chapter 622 of the laws of Hong Kong, came
into operation. In this article, the Companies Registry describes the transition to the new regime and
highlights some of the more commonly raised issues arising from the implementation of the new law.

he new Companies Ordinance,

which commenced operation on 3
March last year, provides a modernised
legal framework for the incorporation
and operation of companies in Hong
Kong and reinforces Hong Kong's role
as an international financial and
commercial centre.

The main objectives of the new
Ordinance are to enhance corporate
governance, facilitate business, ensure
better requlation and modernise

Hong Kong's company law. Key
initiatives for achieving these
objectives include:

e  clarifying the standard of director's
duty of care, skill and diligence
with a view to providing guidance
to directors on their duties under
the law

e  fostering shareholder protection,
such as introducing more
effective rules to deal with
directors' conflicts of interests
and requiring disinterested
shareholders' approval in the case
where shareholder approval is
required for transactions of public
companies and their subsidiaries

® allowing companies that meet
specified size criteria to prepare
simplified financial statements and
directors' reports, and

®  abolishing the memorandum of
association, the company seal and
the par value of shares.

Transition to the new regime

Migration to the new regime has been
smooth. This is best exemplified by the
high usage rates of the newly specified
forms. In the first week of implementation,
over 99% of companies used new forms
for submitting incorporation applications.
For other forms, a three-month
transitional period had been provided from
March 2014 for the filing of new forms.
However, by May 2014, over 80% of the
statutory forms received by the Registry
were in the new format. Upon the expiry
of the transitional period in early June, the
usage rate of new forms, out of a pool of
over 10,000 documents received daily, was
close to 100%.

Internally, the revamped information
system of the Registry has also been
running smoothly, fully supporting the
Registry's new roles and functions under
the new Ordinance.

Achievement of the objectives

One of the main objectives of the new
Ordinance is to facilitate business
operation and cater for the needs of
SMEs. The achievement of this objective

Highlights

may best be exemplified by the following
statistics (for the period from 3 March to
end December 2014):

®  around 55% of the new companies
incorporated electronically adopted
the sample articles of association
provided at the e-Registry
(www.eregistry.gov.hk)

® 127 applications for restoration
of companies to the Companies
Register using the administrative
restoration procedure were received,
which represented about 44.4% of
the total number of applications for
company restoration.

® 92 out of 102 companies which
reduced their capital made use of the
alternative court-free procedure; this
also represented a six-fold increase
in the total number of companies
which have reduced their capital,
from 14 in 2013, and

® 10 groups of companies have
undergone amalgamation through
the new court-free procedure.

® the new court-free procedures for amalgamation and to reduce capital
have been enthusiastically received by the market

® the new Companies Ordinance has enabled the Companies Registry to step
up its enforcement efforts for non-filing offences

® |ooking ahead, the government's proposed new scripless share regime will
require further amendments to the Companies Ordinance
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Given the new powers of the Registrar of
Companies under the new Ordinance, the
Registry has set up a new Inspection Unit
in its Enforcement Section to conduct
checks and site visits of registered office
addresses of companies. We have been
able to devote more resources to step up
our enforcement efforts for non-filing
offences. Recently, we have issued 83
summonses against 11 related companies
and their directors for failing to hold
AGMs and lay accounts before AGMs.

Promoting good corporate governance
has always been a priority for the HKSAR
government. In the World Bank's Doing

Business 2015 report, Hong Kong is ranked
the world's number three in terms of the
ease of doing business. Most notably, our
ranking in protecting minority investors
has risen from third to second this year.
The World Bank commends Hong Kong
for strengthened minority investor
protections by introducing requirements
for directors to provide more detailed
disclosure of conflicts of interest to other
board members under the new Ordinance.

Implementation issues

We have received enquiries from
stakeholders on issues relating to the
implementation of the new Ordinance.

The more common ones which call for
clarification are highlighted below.

Company Seal

As an initiative to facilitate business
operations, the new Ordinance has
abolished the mandatory requirement
for a company to have a common seal
and has made the keeping and use of

a common seal optional. A company
may now, without using a seal, execute
a document by having it signed by its
officers (namely, by two directors or by
a director and the company secretary or,
in the case of a company with only one
director, by the sole director) and, in the

Implementing the new Companies Ordinance: Companies Registry initiatives

Since the enactment of the new
Companies Ordinance, the Companies
Registry has undertaken preparatory
work on various fronts with a view to
achieving a smooth transition for all
concerned. This includes:

® issuing 16 external circulars
and four guidelines to elaborate
on specific aspects of the new
Ordinance

®  specifying 83 forms for use
under the new Ordinance and
nine forms for use under the
Companies (Winding Up and
Miscellaneous Provisions)
Ordinance (Cap 32)

® revising all information
pamphlets and guidance notes
on application procedures
to reflect new statutory
requirements, and
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®  organising internal briefings
and compiling internal
guidelines and procedural notes
to ensure that all Registry
staff are fully equipped to
carry out their new duties and
handle enquiries under the new
Ordinance.

In addition, a comprehensive
publicity campaign was launched

to enhance public awareness of the
implementation of the new Ordinance
and the major changes brought about
by the new law. This includes:

® setting up a dedicated thematic
section on the Registry's website
to provide briefing materials
on all 21 parts of the new
Ordinance and the 12 pieces of
subsidiary legislation - other
information provided includes

highlights of key changes, answers
to frequently asked questions,
reference tables, transitional
arrangements and new forms

sending circular letters and
information pamphlets to over one
million companies registered on
the Companies Register

answering over 60,000 public
enquiries on matters relating to the
new Ordinance with the addition of
a dedicated hotline, and

organising and participating in
over 70 briefings and seminars

to brief relevant stakeholders,
including members of professional
bodies, business organisations,
tertiary institutions, other
government departments and

the general public, on the

major changes.



case of a deed, by having it so signed and
expressed to be executed by the company
as a deed and delivering it as a deed.

It follows that the requirement under the
Conveyancing and Property Ordinance
(Cap 219) of executing a deed for the
creation, extinguishment and disposal of
any legal estate in land may be satisfied
by the company executing the relevant
assignment, mortgage, charge, lease etc,
as a deed in accordance with the new
provisions without using a seal. Likewise,
other documents which are required to be
executed as a deed (such as a deed for the
grant of a power of attorney) may now be
executed by a company as a deed without
using its common seal.

Business review

The new Ordinance requires public
companies and companies not falling
within the reporting exemption to
prepare, as part of the directors' report,
a more analytical and forward looking
business review.

A private company that does not fall
within the reporting exemption need

not prepare a business review if it has
members' approval of a special resolution
passed by 75% of its members. The special

resolution must be passed at least six
months before the end of the financial
year to which the directors' report relates.

Accounting reference period and first
financial year

Although the new Ordinance commenced
operation on 3 March 2014, many of

the requirements in the new Ordinance
(for example in relation to accounting
records, simplified reporting and financial
statements) apply to a financial year that
begins on or after commencement of

the new Ordinance. Companies have to
pay particular attention to the provisions
on the determination of the first
financial year.

A company's first financial year after the
commencement of the new Ordinance
begins on the first day of its first
accounting reference period and ends on
the last day of that period. For an existing
company, the first accounting reference
period begins on the day immediately

following its primary accounting reference

date and ends on the first anniversary of
that date.

In determining the first financial year, the
previous set of accounts of an existing
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92 out of 102
companies which
reduced their capital
made use of the
alternative court-
free procedure

)

company is relevant. If the accounts for
the relevant financial year have not been
prepared, nor provided to the members,
there is a default provision under which
the primary accounting reference date
is determined.

Delivery of annual returns

Under the new Ordinance, an annual
return of a public company or a guarantee
company is required to be delivered,
together with certified true copies of the
relevant financial statements, directors’
report and auditor's report, within 42 days
after the company's return date, that is,
six months (for a public company) or nine
months (for a guarantee company) after
the end of the company's accounting
reference period.

For a public company or a guarantee
company registered under a former
Companies Ordinance, the new
requirements apply to the first financial
year of the company that begins on or
after the commencement date of the new
Ordinance and all subsequent financial
years. For example, if a guarantee
company prepares its financial statements
up to 31 March every year, its first annual
return to be delivered under the new
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it is sufficient for a company
with bilingual names to display
or state either the English
name or the Chinese name

”

Ordinance shall be within 42 days from 31
December 2015. For a public company or
a guarantee company incorporated and
registered under the new Ordinance, the
new requirements apply in respect of the
filing of the first and subsequent annual
returns of the company.

The directors of guarantee companies
have to pay particular attention to the
requirements under the new Ordinance
as guarantee companies now form a
separate category of companies and they
are generally treated in the same way

as public companies. In particular, the
late delivery of annual returns will be
subject to an escalating scale of annual
registration fees.

Disclosure of company names

The Companies (Disclosure of Company
Name and Liability Status) Regulation

(Cap 622B) sets out the requirements for
disclosure of company name and liability
status to provide protection for persons
dealing with a company. We have issued an
External Circular (No13/2014) to clarify that
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it is sufficient for a company with bilingual
names to display or state either the English
name or the Chinese name in the manner
described in the provisions. The disclosure
requirements will also be complied with if
such a company displays or states both the
English name and the Chinese name.

Way Forward

The next legislative amendment that
affects the new Companies Ordinance
relates to the Securities and Futures and
Companies Legislation (Uncertificated
Securities Market Amendment) Bill 2014
which was introduced into the Legislative
Council in June 2014. A Bills Committee
has been formed to scrutinise the Bill.
The Bill seeks to amend the Securities
and Futures Ordinance (Cap 571), the
new Companies Ordinance and other
enactments to facilitate the establishment
and implementation of an uncertificated
securities market regime in Hong Konag.

Under the Bill, new provisions, including
provisions relating to the register of
members, registration of allotment of

shares, the issue of share certificates and
the delivery of instruments of transfer,
will be introduced to facilitate the
implementation of the proposed regime.
The effect is that the proposed regime,
upon its implementation will allow legal
ownership in prescribed securities that
are listed (or to be listed) on a recognised
stock market to be held and transferred
without paper documents. The new
regime would co-exist with the existing
paper-based securities market regime.

The government has also conducted a
public consultation on a regime for open-
ended fund companies in Hong Kong.
The next step is to formulate the legal
framework to introduce open-ended fund
companies to facilitate the setting up of
investment funds.

Meanwhile, we will continue to monitor
any issues arising from the implementation
of the new Companies Ordinance. &

Companies Registry
HKSAR Government
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The HKICS Prize is awarded annually to celebrate the achievements of leaders of the Chartered
Secretarial profession. This month, the winner of this year's HKICS Prize, former President of the
Institute Neil McNamara FCIS FCS, talks about his role in building the reputation of the profession
in Hong Kong and gives advice on how to make a success of a company secretarial career.

Congratulations on winning the HKICS Prize. Could you tell
us about your professional background?

'| did a business studies course in the UK and then joined a

firm of Chartered Accountants for three years in the company
secretarial area. That's when | did my ICSA exams. Then | started
working for listed companies, initially in London and then

for Jardines here in Hong Kong in 1989. | started as assistant
company secretary, and in 1995 | became the Group Corporate
Secretary, with the named company secretary being based in
Bermuda. | look after five listed companies here - Hongkong
Land, Dairy Farm, Mandarin Oriental, Jardine Matheson and
Jardine Strategic.'

Do you have any advice for young recruits to the profession?
'One piece of advice | always give is to broaden your skill set.
Many members feel that taking additional qualifications will
help them progress in their careers, but | think taking a course
in areas such as public speaking might be a better way to do
that. We do tend to be a little too technically oriented and
forget that having the ability to persuade others and to have
your voice heard is a big part of succeeding, both personally
and professionally.

In our early CPD courses we used to have sessions in public
speaking but they would attract maybe six people whereas
courses on the Companies Ordinance would attract over 500
people. | like to think that the six people who did the public
speaking course did a lot better in their careers. To be the silent
person at the end of the table doesn't necessarily enhance

your career. Getting an extra law degree or an MBA might not
enhance your career if nobody knows you've got it or knows your
skills - if you don't say anything it won't help you very much.'

You were closely involved in the signing of the Delegation
Agreement with the Institute of Chartered Secretaries and
Administrators (ICSA) in 2005. What are your views of the
reforms to the ICSA's governance structure which were
brought in last year? Do you think the new structure and
strategic direction of the ICSA bodes well for the future?

"It was time for the ICSA to move forward and become more
international in its approach, while remaining a UK-based
profession. | think that is of value because it now has the best
of both worlds - the international scope that people want to see
from the profession while still being based on the values of the
UK Institute."

Do you think that there will be more convergence in the
profession in the future? There are still big differences, for
example, between the job of a corporate secretary in the US
and a Chartered Secretary in the UK.

'Yes, | think the UK is the better model - it is more of a lawyer's
job in the US and there is a broader remit in the UK.

Given that diversity, do you think the ICSA can deliver on
its new mission to become the leading global professional
institute in governance internationally?

'| think the ICSA has the scope to become one of the leading
governance bodies. At the moment the US is very different
from Europe and Europe is very different from Asia, so it is
going to be very hard to get total convergence, but | think it
will be one of the more powerful voices in the governance
arena worldwide.'

Highlights

® having the ability to persuade others and to have
your voice heard is a big part of succeeding, both
personally and professionally

® the role of the company secretary has a very broad
remit and tends to align with the skill set and
experience of the individuals taking up the role

e calling company secretaries 'governance
professionals' would limit practitioners to one part of
what they are capable of doing
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Another key area of the Institute's work which
originated during your presidency was the creation

of the Affiliated Persons programme. The Institute
currently has over 150 affiliates in the PRC — that seems
a relatively low number given that the programme was
launched a decade ago.

'Well the Affiliated Persons programme was designed

to attract the company secretaries of leading Mainland
companies, preferably those with a Hong Kong listing

who we wanted to have involved with the Institute.

Many of those are in senior positions and wouldn't have
wanted to take the exams and work their way up from

the bottom. So this was a way of getting senior company
secretaries involved with the Institute without handing out
memberships. To be a member of the Institute you have to
take exams and work your way up, it was never meant to be
a route to membership. Having senior involvement in China,
we believed, would set the right tone for the profession.'

Career notes

Neil McNamara FCIS FCS served as HKICS President
from 2004 to 2005. He was the founding Chair of the
Institute's Company Secretaries Panel. He has also
served as the Institute's Vice-President; Chair of the
Professional Development and Nomination Committees;
a member of the Technical Publications and Membership
Committees; and a member of both HKICS Council and
ICSA International Council.

He has played a key role in building the reputation of the
Chartered Secretarial profession in Hong Kong, including:

®  |aunching the Institute's CPD programme and
promoting mandatory CPD requirements for
Chartered Secretaries

®  |aunching the Institute's Affiliated Persons
programme to promote the Chartered Secretarial
profession in Mainland China, and

® negotiating the Delegation Agreement with the ICSA
in 2005 which recognised the HKICS as the ICSA
China Division.
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The Institute currently has over 150 students in the Mainland
- do you think that we are going to see much greater
numbers of PRC nationals becoming members of the Institute?
' think we will see greater numbers, but we will have to decide
how that is going to evolve. This is a Hong Kong Institute which
acts as the China Division of the ICSA, but where does the balance
of the membership rest? At the moment it clearly rests in Hong
Kong, although if we attract a lot more Mainland China members
it may come to rest on the Mainland. That would create a lot of
questions about how the Institute is run and how the membership
is looked after. There would also be a question about whether

we should remain an international body requiring everybody to
speak English and adhere to international-based examinations or
whether we should become more local.

We are not just an examination body, we are a professional body,
so it's not just a question of getting 10,000 students to take

the exams, it's to create a profession with standards and values.
That's not the easiest thing to do in a country the size of China,
particularly as the Hong Kong Institute is currently having to pay
for it all.

Goals may change, but the goal was always to take an
international Institute to China. and attract people who value
the international nature of the qualification. Which is why, as
| mentioned, we decided to start with the leading company
secretaries at the top of their businesses.’

Do you expect China at some point, maybe sooner rather
than later, to set up their own professional body and have
their own qualification exams?

'Yes but there's room for both in the market. We position
ourselves as providing an international qualification for those
who have a broader remit.'

You have mentioned the values of the profession - what
would you say are the core values of the profession?
'‘Broadly, company secretaries need to have professional
integrity, they are the keepers of the conscience of the company.
You have to ensure that the board acts within the law and
within the broader remit of stakeholder requirements these
days. Being the conscience of the board is still an integral part
of the way the company secretary needs to behave, which

can create a lot of challenges in some jurisdictions where the
directors' commercial objectives do not necessarily sit well with
the regulatory requirements.’



In an interview with CSj back in 2004, you discussed the
way the role of the company secretary was changing. You
mentioned that the expectations of the role were greater
and that members of the profession needed to rise to the
challenge. Is that still true today?

'| think so. The regulators in Hong Kong in particular are very
supportive of the role that the Institute has been playing in
the corporate world and beyond. The Institute has done well in
getting recognition in the areas it needs to look after, whether
it's corporates or anti-money laundering or the governance of
charitable bodies. Across the whole spectrum, its profile is much
more robust than it was 10 years ago.'

Do you think we'll see company secretaries becoming more
aligned with the corporate governance aspects of their role?
'Governance is just one aspect. It is getting more onerous, but it
is still only one aspect of the company secretary role. Company
secretaries tend to take on responsibilities which align with

the skill set and experience of the individual. So you'll find in
Hong Kong some company secretaries look after property, some
look after HR, in addition to their other duties - it very much
depends on their competencies. | think that just saying that we
are "governance professionals" would be limiting us to one part
of what we are capable of doing.'

The Australian and New Zealand divisions of ICSA
recently changed the names of their institutes to become
'governance institutes' in a bid to be more inclusive of the
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other professionals included in their memberships — such as
lawyers, accountants, risk professionals, etc — would this be
something the HKICS should consider?

'l don't think the current name has prohibited other
professionals from joining the HKICS, so | wouldn't say that

is relevant. | think if you start calling yourself a "governance
institute" people will think of you as an audit and compliance
department and that is not what you want.'

Some have suggested that being seen as governance
professionals would help counter the misunderstanding that
the company secretary is only an administrative position?
'‘Well, this has been a constant debate for that last 20 years but |
still don't think it's worth chucking it all in and calling ourselves
governance professionals, because that does limit the possibilities. |
think it is a little naive to think that we can convince people simply
by changing our name - the people we want to convince already
know to a certain degree what we do. | think calling yourself a
governance professional starts making you sound like internal
audit; it puts you in a little slot to one side and caps you at the
same time. | think if we went down that route we'd probably find
ourselves changing the name back again five years later.’

Can we talk about another area of the Institute's work
where you have played a key role — continuing

professional development?

'We introduced CPD in the early 1990s and then, when | was
President, we introduced the Practitioner's Endorsement scheme
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which requires holders to do at least 15 hours of CPD per
year, demonstrating that they are up to speed.

At that time we recommended to the ICSA to make CPD
mandatory, but it didn't go down too well. We felt that

if anyone was going to take us seriously we should take
ourselves seriously first. Part of that process is keeping the
Institute's members up to speed and being seen to be up to
speed. But we weren't allowed to bring it in because, at that
time, different ICSA institutes couldn't do different things.
We were told that international Council would have to
approve it across the board.'

Mandatory CPD was eventually launched in 2011, are
you pleased with the way things have evolved?

'l am glad that it is up and running, it shows that we take
ourselves seriously. If we lose a few people because they
don't want to do it, well they are probably not people

we want as our members. The reality is that to maintain
credibility with regulators we have to have members who are
seen to be up to date with regulatory requirements, so it's
the right thing to do.'
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You were the founding Chair of the Company Secretaries
Panel - could we talk about the aims of the Panel?

‘We set up the Company Secretaries Panel in the mid-1990s
partly because we noted that a lot of the company secretaries in
listed companies in Hong Kong were not in fact HKICS members.
The panel was to get a significant proportion of the top Hang
Seng companies formally together to discuss matters of interest.
That meant that when we made submissions to the stock
exchange we represented 80% of the Hang Seng Index.

So it was to draw in senior company secretaries who may not
have been our members and to be a useful tool for the Institute.
The panel still exists, it still invites requlators for lunch and
makes submissions on behalf of company secretaries.'

One last question - do you think the HKICS prize is a good
way for the Institute to get its message out there?

It is a good way for the Institute to raise its profile and these
initiatives are certainly needed. Regulators change and things
move on, so you've got to create an environment to attract the
right levels of membership and inspire the right people within
the membership to achieve what they can achieve.'
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What is the relationship between risk management and corporate
governance? What are the respective duties of management and the board
in this area? The latest HKICS Regional Board Secretaries Panel meeting,
held on 14 January 2015, sought answers to these and other critical
questions regarding risk management and internal controls.
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rganised by the HKICS, the latest

Regional Board Secretaries Panel
meeting was held on 14 January at the
Admiralty Centre, Hong Kong. Attended
by senior managers and company
secretaries representing various
companies listed on the Mainland and
Hong Kong bourses, the discussion
shed light on the recent changes to
Hong Kong's Corporate Governance
Code, especially the revised rules on
risk management and internal control.
Michael Ma, a partner at Ernst & Young,
and Yang Haijiang, the Board Secretary
for China Oilfield Services Ltd (COSL),
were the invited guest speakers.

In her welcoming address, Edith Shih

FCIS FCS(PE), former HKICS President,
thanked Mr Ma and Mr Yang for their
presentations. She also gave a brief
introduction to the Institute's Enhanced
Continuing Professional Development
(ECPD) programme, which has been
running since 2004. The ECPD programme
keeps members' and practitioners'
knowledge and skills up to date and keeps
them abreast of all the latest requlatory
and technical developments.

'As Mainland China continues to push for
the rule of law, the internationalisation
of the renminbi and the liberalisation

of its capital markets - especially since
the launch of the Shanghai-Hong Kong
Stock Connect scheme - China presents
us with unprecedented opportunities and
challenges. Corporate China is in need of
more professionals with a global vision
and strong leadership to surmount these
challenges. The continuing professional
development of company secretaries will
surely help lift the corporate governance
standards of Mainland Chinese
companies, enabling them to integrate
with the rest of the world,' she said.

Drawing on over two decades of consulting
experience in audit, internal control and
risk management, Ernst & Young's Michael
Ma shared with the audience the latest
developments in corporate governance
practice in both Mainland China and Hong
Kong. In particular he focused on what
makes good corporate governance, the
updated rules of Hong Kong's Corporate
Governance Code and what companies can
do to handle risks more effectively.

As an introduction, Mr Ma used General
Electric as a prime example of the benefits
of good corporate governance. General
Electric is the only company listed in the
Dow Jones Industrial Index today that was
also included in the original index in 1896.
'If a company exercises good corporate
governance and persists with it, investors
will never turn their backs on it. Even if it
endures short-term losses, investors still
believe the company is contributing to
society and that it's worthwhile to wait
for its turnaround, he said.

He revisited the major milestones in the
development of corporate governance in
Mainland China, including the Corporate
Governance Guidelines issued in 2002;

the promulgation of the Basic Norms of
Internal Control and the Implementation

CS Mainland Report

Guidelines for Enterprise Internal Control
No.1 - Organisational Structure, between
May 2008 and April 2010.

In December 2010, the China Listed
Company Corporate Governance
Development Report set up certain
provisions to incorporate corporate
governance principles. In 2006,
State-owned Assets Supervision and
Administration Commission of the State
Council (SASAC) enacted and introduced
the Comprehensive Risk Management
Guidance for State-Owned Enterprises,
requiring state-owned enterprises
(SOEs) to establish a sound corporate
governance structure while introducing
the concept of the three lines of defence
for the first time, Mr Ma added.

The three lines of defence are:

1. business operations - risk and
control in the business

2. the oversight functions, and

3. independent assurance providers -
internal audit and other independent
assurance providers.

Turning to Hong Kong, Mr Ma explained
that Hong Kong Exchanges and Clearing
(HKEx) issued the then Code of Corporate

® good risk management is essential for the long-term and sustainable

growth of a business

® to be effective, risk management should be integrated into a company's

strategic goals

® some degree of risk in exchange for potential higher returns is sensible as
long as a sound risk management process and procedures are in place
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Governance Practices (now the Corporate
Governance Code) in November 2004,
requiring issuers to include a 'Corporate
Governance Report' as part of their
annual reports.

When it came into effect, the Corporate
Governance Code had some 30 rules
and that number did not change until
last year, said Mr Ma. After an industry-
wide consultation, HKEx recently made
a number of amendments to the Code
and the Corporate Governance Report in
order to strengthen its risk management
perspective.

‘There are many factors that contribute
to good corporate governance. Put
simply, good governance means that:
the company is transparent and that

the responsibilities of the board are well
defined; it has a sustainable business
model; stakeholders can understand what
problems it is facing and how it is going
to deal with them; employees are happy
and the company is trusted by suppliers
and regulators; and the public recognises
that the company is committed to social
responsibility. With these qualities, I'm
sure that such a company would win the
hearts of investors,' he said.

He suggested that issuers communicate
with stakeholders through multiple
channels, such as annual reports,
websites, adverts and CSR activities, to
constantly keep them updated of what
the company is doing - such as the roles
and responsibilities of the board and the
management, the industry landscape,
the company's strategies and goals, risks,
financial results, major transactions and
CSR initiatives, etc.

'Good corporate governance goes beyond
regulatory requirements, it is a long-term
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and dynamic process. Business strategies,
risk management and internal control

are inseparable and interdependent.
Furthermore, good corporate governance
practices should extend to the
commitment of individual employees,

not just limited to the board and the
management,’ he said.

On the updates to the Corporate
Governance Code and the Corporate
Governance Report, Mr Ma explained

that HKEx completed its consultation

in November 2014 before releasing

the updates in December 2014. The
consultation paper pointed out certain
issues that needed to be addressed. For
example, company boards often have a
low awareness of risk, they often do not
pay enough attention to risk management
and lack the motivation to improve their
internal control systems. Also, information
disclosure quality varies from one issuer
to another, and issuers often fail to
disclose enough information about their
annual reviews.

After receiving feedback, the Consultation
Paper on Risk Management and Internal
Control: Review of the Corporate
Governance Code and Corporate
Governance Report made the following
suggestions:

® emphasise that internal controls
are an integrated part of risk
management

®  enhance accountability of the board,
board committees and management
by clearly defining their roles and
responsibilities in risk management
and internal controls

® improve transparency of the

issuer's risk management and
internal controls by upgrading the
recommendation for issuers to
disclose their policies, process, and
details of the annual review carried
out in respect of the effectiveness
of the risk management and internal
control systems, and

e  strengthen oversight of the
risk management and internal
control systems by upgrading the
recommendation for issuers to have
an internal audit function.

Specifically, HKEx has added 'risk
management' to the title of Section C.2
of the Code and throughout Sections C.2
and C.3 of the Code where appropriate
in order to place greater emphasis on
the integration of risk management and
internal control. It has also included 'risk
management' as part of the principles of
the audit committee (Section C.3) and
code provision C3.3.3 to ensure that the
internal control measures of the Code
and that of the audit committee are
consistent. However, whether or not an
issuer should establish a separate risk
committee is at its discretion.

In addition, HKEx has redefined the
roles of the board and the management
in order to strengthen accountability.
The board is now responsible for
evaluating and determining the nature
and extent of the risks it is willing to
take in achieving the issuer's strategic
objectives, and ensuring that the issuer
establishes and maintains appropriate
and effective risk management and
internal controls systems. The board
should also oversee management in the
design, implementation and monitoring
of the risk management and internal
control systems, and management should
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From left: Michael Ma, Dr Gao Wei and Yang Haijiang

provide a confirmation to the board on
the effectiveness of these systems.

With regard to transparency, HKEx
has stepped up the requirements on
risk disclosures by making them code
provisions and even mandatory rules,
including:

e  disclosure of the matters that
the board's annual review should
consider (Code Provision C2.3)

®  particular disclosures that issuers
should make in their Corporate
Governance Reports following
the annual review (Code Provision
C2.4) - this aims to encourage
disclosure of risk management
and internal control systems as
well as facilitate comparability
across issuers' Corporate
Governance Reports, and

® amending the wording of Code
Provision C2.4 to streamline the
requirements, remove ambiguous
language, and clarify that the risk
management and internal control
system is designed to manage
rather than eliminate risks.

In addition, HKEx has simplified and
upgraded a number of recommended
disclosures relating to internal controls to
mandatory disclosure requirements.

To fulfil the new disclosure requirements
of Code Provisions C2.3 and C2.4, Mr
Ma suggested that issuers prepare the
following reports in a timely manner:
significant risk checklist, risk assessment
report, internal control assessment
report and risk monitoring report.

They are also advised to implement

the relevant risk assessment and
management procedures.

He added that the internal audit
function of a firm plays an important
role in supporting the board and

the management, as well as the risk
management and internal control
system (through systematic analysis and
independent assessment). The internal
audit function is often called the "third
line of defence".

'Risk management doesn't mean blindly
complying with rules and procedures.

To be effective, it should be integrated
into the company's strategic goals. If risk
management turns out to be nothing
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Michael Ma, Partner, Ernst & Young

more than trying to close the loop with
all the rules, efficiency will inevitably

be compromised. Corporate governance
is a corporate culture, the DNA of a
company. It's a catalyst for the long-term
and sustainable growth of a business,
enabling it to earn public trust and
investor confidence over time, Mr Ma said
wrapping up his presentation.

In 2010, the BP oil spill that followed

the explosion of the Deepwater Horizon
oil rig was a wake-up call to the entire
petroleum industry. The Institute's latest
RBSP meeting was therefore fortunate to
have Yang Haijiang, the Board Secretary
for China Qilfield Services Ltd (COSL), to
discuss his company's approach to risk
management and internal controls.

After walking the audience through
COSL's background, financial results,
ownership structure and major assets,

Mr Yang shared his company's experience
in risk management. 'Risk management

is not standardised, he pointed out.

‘The approach to it varies from one
company to another. Every company

has its own style and, especially, its own
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Yang Haijiang, Board Secretary, China Qilfield Services Ltd (COSL)

risk-tolerance levels. As long as a sound
risk management process and procedures
are in place, it's sensible to take risks in
exchange for potential higher returns.

COSL is an interesting case scenario in
risk management and internal controls.
The COSL board began to be concerned
about risk management in 2009. At a
major board meeting, the board discussed
whether it should establish a risk
management committee under the board.
After discussion, it was concluded that
the board should not be held responsible
for managing risks specific to particular
projects, such as the risks associated with
making investment decisions. It is the
management's job to handle those risks.

According to Mr Yang, the risk
management measures of COSL

have three objectives: to establish

and constantly improve the internal
control and risk assessment system; to
implement a top-down and companywide
risk management system that covers
every aspect of the business; and to

keep baseline risks within the generally
acceptable range.

In the absence of a risk management
committee, the management team are
duty bound to identify, evaluate and
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mitigate risks, which are primarily handled
by the risk management office under the
internal audit department.

While risks exist anywhere and
everywhere, businesses should take a
proactive approach to risk management,
which Mr Yang described as a 'value-
creating process'. As long as the right
risk management is in place to limit risks
to a tolerable level, businesses will be
able to reap the rewards for the risks
taken, he stressed.

To demonstrate how risks are being
assessed and managed at COSL, Mr Yang
shared two real-world cases that had
put COSL to the test. As mentioned, in
2010 the BP oil spill was a wake-up call
to the entire industry. This prompted the
COSL board to assess its safety measures
and the risk of large marine oil spills.
The management was therefore asked

to submit a risk assessment report to
address the concerns of the board.

At a subsequent board meeting, the report
on COSL's existing safety measures as well
as the latest developments and the likely
impact of the BP incident was presented
to the board. The directors made a
number inquiries into the technologies
and equipment in use, and whether they

could implement strong safety measures
for oil drilling.

As a pre-emptive measure, the
management was asked to learn from
the BP incident and clear the conditions
that contribute to oil spill risks. Follow-
up actions were taken to inspect and fix
leaks and decay found in all equipment in
collaboration with oil companies.

The second test of COSL's risk
management structure Mr Yang discussed
was its plan to acquire Norwegian rival
Awilco Offshore in its entirety for about
US$2.5 billion in 2008. The deal would
give it access to drilling technology and
expand its international operations.
Including the debts amounting to about
US$1.3 billion, the actual acquisition cost
was estimated at US$3.8 billion, excluding
time costs.

Amid the oil price rally in 2008, oil soared
to about US$100 a barrel at the time of
the acquisition. At one point analysts
speculated that oil prices could reach
US$200 a barrel.

‘Against this scenario, the valuation of the
target firm was considered overpriced.
The scale of our company was relatively
smaller at that time, the purchase of
Awilco Offshore was a huge and risky
step for the company,' he said. 'Over the
course of discussion, the board weighed
different views of stakeholders, including
the views expressed by two independent
directors that the target firm was
overvalued. In the end, the board gave it
a go, believing that the acquisition could
produce a strong cash flow and greatly
enhance the company's EPS.'

Journalist
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The compliance trap

Is the requlatory process that started in the aftermath of the last

financial crisis sowing the seeds of the next one? Gilles Hilary,
Professor of Accounting and Control, INSEAD, warns against the

dangers of overregulation.

For years, financial innovation and
international diversification were
seen as the golden path towards an
optimal allocation of risk in the economy.
Then came the financial crisis of 2007
and 2008. Fear and uncertainty sent
shockwaves through a complex and
connected world. Regulators, under

the pressure of public opinion, had to
react. Their response to the misdeeds

of financial institutions has been
unprecedented, the fines so large that
even advocates of tougher regulation
have wondered whether the response was
proportionate to the crimes.

The enforcement action against banks
deemed to be laundering money, no
matter how thin the association, is a
notable example. Rafts of new rules have
also been unveiled. In banking, higher
capital requirements, bans on proprietary
trading, caps on leverage ratios and new
conditions attached to pay and bonuses
are forcing the financial industry to
hunker down for a more staid future.

Devil in the details

But what started as sound regulatory
principles degenerated quickly into a
blizzard of detailed regulations. One
simple example is the number of pages in
the Basel banking regulations. Basel | had
30 pages, Basel Il had 347 pages and the
latest iteration, Basel Il is a staggering
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616 pages. The Volcker rule, which broadly
prohibits banks from making speculative
investments, started as an 11-page
memorandum but is already 1,000 pages
long now. With more rules to comply with
and the increasing complexity of those
rules, compliance is becoming a much
harder task.

To make matters worse, requlators are
not working in a globally integrated
framework, leading to many different
national rules for companies to comply
with, many which stretch across borders,
some of which are inconsistent with

each other. This is having detrimental
effects on companies that may just have
an association with the host country's
regulations and creates additional
systemic risk. BNP Paribas, one of the
biggest European banks, was destabilised
when its Swiss subsidiary failed to comply
with a piece of US legislation that was
triggered by the mere fact it transacted in
US dollars.

Firms have responded to this onslaught
of legislation by dedicating an increasing
amount of resources to compliance. Last
autumn, HSBC said it was hiring 3,000
more compliance officers. JPMorgan is
hiring a similar number to try to stop
the flood of fines coming its way. Some
two thirds of compliance practitioners
expect their team's budget to grow this

year, according to a survey by Thomson
Reuters Accelus. But no matter how
much they try, firms seem to lose the
compliance challenge. General Motors,
one of the biggest industrial corporations
in the world, admitted in its annual report
lacking ‘expertise’ to ensure compliance
with pronouncements on accounting

for derivatives.

Confusion all round

Even requlators are getting confused. Take
the private equity industry as an example.
While investment banks are requlated

as broker-dealers by the Securities and
Exchange Commission (SEC) for their role
in buyouts, the private equity industry

in the US doesn't know where it stands
on the same issue. Marlon Paz, a partner
at Locke Lord, a law firm and a former
SEC official was quoted as saying, There
appears to be growing confusion even
among SEC staff as to conduct by private
equity firms and their consultants and
employees that subjects them to broker-
dealer registration requirements'.

Unable to comply, or too happy to exploit
loopholes, the financial system has
adapted with more financial innovation.
Securitisation, for example, is bouncing
back, with asset-backed securities finding
a strong footing in the US auto market.
Firms are also finding more creative ways
meet equity requirements. Contingent



convertible (CoCo) bonds are now being
issued by banks to meet both increased
investor appetite for risk and regulatory
urges for banks to have more equity.

This innovation, like the previous ones
that contributed to the crisis, is not fully
understood. A recent survey by Royal
Bank of Scotland found that 90 percent
of investors thought their understanding
of CoCos was better than average. Some
large firms are reducing their exposure
to complexity. Citigroup, for example, has
recently announced that it would refocus
its strategy. But shadow banking is taking
off as regulators scramble to catch up,
pushing risk into more opaque corners.
Risk hungry investors are salivating as
regulators grow increasingly worried.

Ironically, the regulatory process that
started in the aftermath of the last
financial crisis may be sowing the seeds
of the next one. Volumes of requlation,
critically analysed by legal and financial

experts and supervised by over-extended
regulators are unlikely to be sufficient

to maintain the integrity of the financial
system. The development of compliance-
centric procedures is not conducive of
good risk management. It gives an illusion
of control over an increasingly complex
and integrated system. Ironically, it perhaps
reinforces the root causes of the previous
crisis. The starting point of the next
financial crisis is still unknown, but it is
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the development of
compliance-centric

procedures is not

conducive of good risk

management... ironically,

it perhaps reinforces
the root causes of the

previous crisis

)

highly likely that when it comes, fear and
uncertainty will send shockwaves through

a more complex and connected world. &

Gilles Hilary is an INSEAD Professor
of Accounting and Control and

the Mubadala Chaired Professor in
Corporate Governance and Strateqy.
He is also a contributing faculty
member to the INSEAD Corporate
Governance Initiative.

® tightening regulatory requirements is unlikely to be sufficient to maintain

the integrity of the financial system

® requlators are not working in a globally integrated framework leading to
many different, and sometimes inconsistent, national rules for companies to

comply with

e the financial system has adapted with more financial innovation -
securitisation, for example, is bouncing back
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The compliance
trap — a response

In the preceding article of this
month's Viewpoint column,
Gilles Hilary, Professor of
Accounting and Control,
INSEAD, warns against the
dangers of overregulation.

CSj invited Michael Duignan,
Senior Director, Corporate
Finance at the Securities and
Futures Commission, to share

his views on the issues raised
in Professor Hilary's article.

COMPLIANCE
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Professor Hilary's article warns against
the dangers of overrequlation globally
- do you think this is a problem in
Hong Kong?

'When people are talking about
overregulation, it is important to ask
what areas they are thinking of. If you
are a bank, then clearly you will worry
about the outcome of Basel lll, but as

a trading company making auto parts,
quite frankly, that might be interesting to
read about in the financial papers but it
won't really impact your working life.

In terms of listed companies, there
has been a shift in our approach

to requlation towards behavioural
concerns - we have been looking at
how companies should behave and
how individuals in those companies
should behave. This has been partly in
response to the fact that a lot of people,
particularly in financial services, have
been thinking of compliance solely in
terms of their legal obligations. They
spend a lot of time talking with their
lawyers about what they are legally
obliged to do, rather than thinking
about what is the right thing to do in
the circumstances.

So, for example, they might ask whether
or not they are legally obliged to make
a disclosure about a particular activity
or transaction when maybe they should
be thinking more in terms of what their
investors would expect to be told.'

Do you think greater reliance on
principles-based regulation in

Hong Kong would help change this
mentality?

'One has to get the appropriate balance
between trying to write the rulesin a
way that results in desirable behaviour,
while avoiding something so high level

that companies don't know whether
they have complied. This is not an easy
balance to achieve.

| think the listing rules and the Takeovers
Code are good examples of rules that
deal with a wide variety of circumstances
but not necessarily in a prescriptive way.
In the majority of circumstances the
rules indicate the right thing to do and if
companies encounter a different scenario
they can talk to us or the stock exchange.
In circumstances where a rule will not
achieve what it sets out to do, then a
waiver might be appropriate.

To give you an example, there was a
European case a few years ago where a
company involved in animal experiments
started having problems obtaining
finance. One of the major shareholders
was prepared to lend the company
money in order for it to survive as the
bank had withdrawn funding and no
other bank was prepared to take the
company on as a client. Under normal
circumstances, as a connected-party
transaction, this would have been
subject to a shareholder vote and full
disclosure, but the shareholder didn't
want their name to be disclosed. The loan
was to be on ordinary commercial terms
but they wanted the transaction

to remain anonymous.

Highlights
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The regulator therefore had a decision to
make. The connected-party transaction
rule was designed to protect investors
but, if the rule was applied rigidly, the
company would have lost its financing
and would have gone bust. In many
respects, the decision was a no brainer
- applying the rule would have led to
the liquidation of the company and the
investors would have got nothing. On
the other hand, a strict regulator might
take the view that there should be no
deviation from a rule designed

to protect investors. One thing that
always concerns regulators when you
turn a rule off for a particular set
circumstances is how do you ring-fence
that decision?

What's your personal view?

'l think you need to look at what the
rules are designed to do rather than
viewing them as a set of commandments
that have to be followed in all
circumstances, whatever the cost. This
goes back to the focus on behaviour |
mentioned earlier. If a rule is designed
to achieve something but a company
can achieve that outcome in a slightly
different way which technically might
not be in compliance with the rule -
then you can have a conversation. The
question is whether or not the reasons
for not applying the rule are sufficiently

® regulators need to find the right balance between rules-based and

principles-based regulation

e if you try to set out rules for every conceivable set of circumstances that
might occur, you are going to have a very large rule book and people will

still find ways around it

e compliance is about more than simply fulfilling legal obligations
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[companies] spend

a lot of time talking
with their lawyers
about what they are
legally obliged to do,
rather than thinking
about what is the
right thing to do in
the circumstances

7

good and whether the overall objective
will still be achieved.

Principles-based regulation was the
mantra used by the Financial Services
Authority (FSA) in the UK, and now of
course many people are saying that

it has been a total failure and a flaw

in the regulatory architecture. I'd like

to make a couple of points on that.
Firstly, if you actually printed out the
FSA handbook, you probably wouldn't

be able to get it on an average-sized
table. So, for principles-based regulation,
there still seems to be an awful lot of
rules. Secondly, the US has a much more
rules-based approach and did those rules
actually stop corporate failures? Clearly
not, partly because people were gaming
the rules. If you try to set out rules for
every conceivable set of circumstances
that might occur, you are going to have a
very large rule book and people will still
find ways around it. I've been told that
Enron was setting up companies three
years in advance of using them solely
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in order to get around one of the SEC's
accounting rules. They were planning
that far ahead.’

Do you think Hong Kong is ready for
the principles-based approach, or do
you think companies here are still very
much in a prescriptive rules-based
mentality?

' think that people tend to involve their
lawyers extremely readily now, partly
because of the risks, and therefore there
is a greater desire than ever to have

a rules-based approach. But | am not
sure | buy the big distinction that tends
to be made between rules-based and
principles-based requlation. In reality,
it's always a balance between the two.
You can have principles that underlie, or
overarch, a rules-based approach.'

Do you get feedback from companies
that indicates that there is an appetite
for a less prescriptive approach?

'l think companies are still getting used
to the changed regulatory framework
within which they are now operating and
| think that the better run companies are
aware of what else is going on. But one
of the things that | don't think has really
been achieved here is enlightened self-
interest. A lot of companies still regard
disclosure rules as a requlatory burden,
whereas there are surely a lot of reasons
why you should want to be engaged
with investors - that way investors will
be prepared to invest in you because
they won't be subject to nasty surprises.
As a result, the market might apply a
slightly lower discount in relation to your
valuation than they do in relation to
other companies.

As | have said publicly before, one
message passed to me from a number of
fund managers | have had discussions

with, is that the discount they apply

to Hong Kong listed stocks can be as
much as 50%. | find that astonishing.
What they are saying is that, on a purely
fundamentals-based valuation, the
company would be worth twice as much.
The discount is due to the risk of not
getting the right information at the right
time and not understanding fully what
the company is doing.'

Professor Hilary warns that the
regulatory process that started in

the aftermath of the last financial
crisis may be sowing the seeds of the
next one. Do you think there is truth
in that?

'It's not really my area, but we don't
operate a zero-failure regime in terms of
supervising firms. People will cheat. They
will lose money and you will get rogue
traders. What you have to do is try to
put in place controls that prevent this
as much as possible and identify those
problems as early as possible.'

On the other hand, there is the
opposite view — that it was the 'light
touch' regulation that led to the crisis
in the first place.

‘Yes, | thought that one of the best
points the article makes is that "the
development of compliance-centric
procedures is not conducive of good risk
management". This is not a box-ticking
exercise. If you don't understand what
you are actually doing it doesn't matter
if you tick all of the boxes or not - the
chances are you will eventually go down.
Any company that unthinkingly says

"we make sure we comply with
everything", is probably abdicating
responsibility because that in effect says
“we'll leave it up to the regulators to
decide what we need to do in order to

keep ourselves safe".
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If you don’t understand what

you are actually doing, it doesn’t
matter if you tick all of the boxes
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eventually go down.

7

Another issue raised in Professor
Hilary's article is the fact that
regulators are not working in a
globally integrated framework -would
you like to see better integration of
the requlatory framework globally?
'Yes. The SEC is doing its thing and the
EU is doing its thing, and both of them
are doing so in an increasingly extra-
territorial way. In effect there are times
when they have said: "whatever the
circumstances in your home jurisdiction,
if you are engaged in our market at all
you have to comply with our rules". The
Asia Pacific countries are now starting
to work together on this and the SFC

is one of the leaders in this space. We
are kicking back and saying: "We have
something that works just as well, it just
doesn't do it in exactly the same way, but
there should be an acknowledgement
that it works".

Now, the interesting thing is that
Europe has developed the concept of
"equivalence" - this means accepting

that another jurisdiction has standards
equivalent to your own. Most
jurisdictions don't have that hard wired
into their legislation. In fact there has
been a shift to a more domestic outlook
because, when international companies
go bust, they become a problem in their
home states so politicians are seeking
tougher controls domestically.’

Do you think the equivalence principle
is the solution to this?

'In the absence of a global requlator, |
think equivalence or regulatory deference
is the only way you can achieve better
integration of the global regulatory
architecture.'

Do you think there will ever be a
global regulator?

'No - partly because markets are at
different stages of evolution. There are
huge differences across jurisdictions.
For example, at one time warrants

were immensely popular in Italy but
virtually unknown in France, as they are

CSJ Viewpoint

neighbouring countries. So when you
have that kind of difference in mentality,
you can't possibly have a single set of
rules that applies to everybody across the
globe - it just wouldn't work.'

Is the SFC promoting the equivalence
approach?

'Yes. Ashley Alder [Chief Executive of

the SFC] is the Chairman of the I0SCO
Task Force on Cross-Border Regulation
which is looking at cross-border
regulatory cooperation. One of the
biggest barriers to that is the fact that
national legislative regimes are domestic
in outlook and do not have a concept

of equivalence. It is also the case that
there are few universal principles that
guide the way regulators coordinate

on cross-border regulation and resolve
disputes arising from potential or
apparent conflicts of interest and laws
among jurisdictions. That makes it harder
for requlators to deal with the challenges
posed by an increasingly connected and
interdependent world." &
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Professional Development

16 January
Reverse takeovers

Chair:  DrDavid Ng FCIS FCS, Technical Consultation Panel
Member, HKICS, and Director, Lippo Asia Ltd

Speaker: Daniel Wan, Technical Consultation Panel Member,
HKICS, and Partner, Francis & Co in association with
Addleshaw Goddard (Hong Kong) LLP

26 January
Directors' and officers'
series session three: this
life cycle of D&O claims
and regulatory
investigations

Chair:  Richard Law FCIS FCS, Principal Consultant, Robinson’s
Legal Training Ltd

Speakers: Philip Chiu, Head of Financial Lines, Greater China/
Directors and Officers, Asia, Zurich Insurance Company
Ltd; and Mun Yeow, Partner, and Andre Hui, Senior
Associate, Clyde & Co Hong Kong

2 February
2015 FEHPERTRLFA
REETY

Chair:  Alberta Sie FCIS FCS(PE), Education Committee Vice-
Chairman, HKICS, and Company Secretary, EFA
Secretarial Ltd

Speaker: Michael Ma, Partner, Reanda Certified Public
Accountants
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21 January

Decoding the consultation
on risk management and
internal control

Chair:  Grace Wong FCIS FCS(PE), Professional Development
Committee Member, HKICS, and Company Secretary and
Deputy General Manager, Investor Relations
Department, China Mobile Ltd

Speakers: Melissa Fung, Partner, and Bonnie Chan, Associate
Director, Enterprise Risk Services, Deloitte

28 January
HK-incorporated NGOs

- public governance
standards/business review
as limited or guarantee
companies under the NCO

Chair:  Lydia Kan ACIS ACS, Director, Professional Development,
HKICS

Speaker: Mohan Datwani FCIS FCS(PE), Senior Director & Head of
Technical and Research, HKICS
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Forthcoming seminars

Date Time Topic ECPD points
16 Mar 2015  6.45pm - 8.15pm  An effective solution for solving business conflicts: mediation and arbitration 1.5
18 Mar 2015 2.30pm - 5.40pm  Corporate governance and compliance with competition law - Hong Kong, 2.5
China and EU
19 Mar 2015  6.45pm - 8.15pm  Proposed changes to the Corporate Governance Code and Corporate 1.5
Governance Report
23 Mar 2015  6.45pm - 8.15pm  Corporate governance and developments related to risk management and 1.5
internal control
10 Apr 2015 2.30pm - 5.45pm Disclosure of inside information, disclosure of interest (DI form) and model 3
code for securities transactions by directors of listed issuers

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

Annual Corporate Regulatory Update (ACRU) 2015
The Institute once again brings you leading regulators from the Companies Registry, Hong Kong Exchanges and Clearing Ltd, Hong Kong
Monetary Authority and Securities and Futures Commission at its 16th ACRU to be held on Wednesday 3 June 2015. Attendees will

receive up to 7 CPD points. Please mark the event in your diary.

What you should know about the MCPD requirements
All members who qualified between 1 January 2000 and 31 July 2015 are required to fulfil 15 CPD points, of which three points need
to be enhanced CPD (ECPD) points, to comply with the Institute's mandatory CPD (MCPD) requirements. Members are reminded to

maintain their training records for at least five years for random audit checking of compliance.

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

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

2015/2016 1 January 1995 - 15 (at least 3 ECPD points) 31 July 2016 15 August 2016
31 July 2015
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Professional Development (continued)

New MCPD requirement to extend to Graduates
Effective from 1 August 2015, all Graduates are required to
comply with the Institute's MCPD requirements.

New ECPD programme package

The new individual and corporate ECPD programme packages for
the 2014/2015 CPD year, enabling members/students to attend
regular seminars at a discounted rate, are now available.

For more information on ECPD and MCPD matters, please refer to
the Institute’s website: www.hkics.org.hk.

Abolition of Practitioner's Endorsement fee

From the 2014/2015 year onwards new applicants for the
Practitioner's Endorsement (PE), or existing PE holders, are not
required to pay the annual renewal fee or application fee.

Policy on seminar enrolment

No cancellation is permitted once a seminar enrolment has been
confirmed. Substitution of an enrollee is eligible with a HK$100
administration fee together with the ‘Transfer of Enrolment Form'
received by the Institute at least two clear working days prior to
the event date.

Membership

On 20 January 2015, the Institute held a seminar themed the

‘Risk management reform for Hong Kong listed companies -
trendsetting for Asia’ with speakers: Edith Shih FCIS FCS(PE),
Immediate Past President, HKICS, and Head Group General Counsel
& Company Secretary, Hutchison Whampoa Ltd; and Andrew Weir,
Regional Senior Partner, Hong Kong & Global Head of Building,
Construction and Real Estate Practice, KPMG.

The seminar highlighted
the impacts of the
initiatives of the Hong
Kong Exchanges and
Clearing Ltd to promote
risk management
culture among listed
issuers on governance,
- and brought to the
forefront the emerging trends that might affect Hong Kong and
other Asian jurisdictions. The Institute was glad to partner with
the Hong Kong Trade Development Council in organising the
seminar as part of the International Financial Week following the
Asian Financial Forum 2015. Samantha Suen FCIS FCS(PE), Chief
Executive HKICS, chaired the seminar.

The Institute thanks KPMG for sponsoring the seminar venue.

Congratulations to our new Graduates listed below.

Chan Chui Ying Chan Yi Man Ho Choi Kuen Li Sau Yi Wong Yuen Yan
Chan Fung Mei Chau Fung Mei Kwok Po Yi Lung Chi Kit Yip Yuk Ling
Chan Kwan Wai Chau Po, Jason Lam Kwan Yin Man Yun Wah

Chan Tsz Yan Cheung Man Lung Lau Hung Mei, May Ng Sin Man

Chan Wai Lan Fung Man Wai Lee Tsz Kin Tang Ching Ha

Chan Wan Ting Hau Yui Shan Leung Ho Yee, Rachel Tsui Pui Ling

Chan Wing Yan Ho Ching Man Li Lai Nar Wong Kwok Yin
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Membership (continued)

CS Institute News

Don't miss out on the opportunity to learn tips on proper
asset allocation for better retirement from Agnes Wu Mang
Ching (88&8), a veteran market commentator, at the
Institute's social gathering to be held on the evening of
Friday 27 March 2015. Seats are limited so please register as
soon as possible.

For details, please refer to the flyer on page 47, or visit the

Events section of the Institute's website: www.hkics.org.hk.

Following the Membership Committee meeting on 10
February 2015, the Institute will organise activities in the
following four categories to cater for the needs of our
members of various interests and age ranges.

1. Mentorship programme

2. Members' networking

3. Young group, and

4. Community service.

We invite all members to participate. Please stay
tuned for our activity updates on the Events section of

the Institute’s website: www.hkics.org.hk, or send us an
email: member@hkics.org.hk.

The Hong Kong Coalition of Professional Services held a
luncheon talk on 11 February 2015. Carrie Lam, GBS, JP,

Chief Secretary for Administration of the Hong Kong Special

Administrative Region, gave a speech on the method for
selecting the Chief Executive by universal suffrage at the
luncheon, followed by an interactive session.

The luncheon was attended by 11 professional bodies in Hong Kong,
including HKICS, and representatives of their respective young

groups. Fourteen Institute members attended the luncheon.

The Institute is dedicated to helping Members and Graduates
develop their careers after gaining the professional Chartered
Secretarial qualification. Members and Graduates are encouraged to
advance their membership status to become Associates and Fellows
once they have obtained sufficient relevant working experience. As
per Council's direction, the promotional campaign to increase the
number of Fellows continues. Act now to enjoy a special rate for
the Fellowship election fee of HK$1,000 up to 31 July 2015 (that is,
end of the 2014/2015 financial year) and the exclusive Fellowship
benefits. Please refer to the 'Membership' section of the Institute's
website: www.hkics.org.hk.

Fellowship and Associateship applications are assessed by the
Membership Committee on a regular basis. Application deadlines
and the respective approval dates (subject to satisfactory receipt
of application and supporting documentation) in 2015 are set
out below.

Application deadlines Scheduled approval dates

Thursday 16 April 2015 Tuesday 5 May 2015
Thursday 18 June 2015 Friday 17 July 2015
Thursday 3 September 2015 Tuesday 22 September 2015

Thursday 12 November 2015 Tuesday 8 December 2015

For enquiries, please contact Sarah Hui, Manager, Membership at:
28306018, or email: member @hkics.org.hk.
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International Qualifying Scheme (1QS) examinations

Examination timetable

Tuesday Wednesday Thursday Friday
2 June 2015 3 June 2015 4 June 2015 5 June 2015

9.30am - 12.30pm Hong Kolng Financial  Hong Kong Strategic and Operations Corporate Financial
Accounting Corporate Law Management Management

2pm - 5pm Hong Kong Taxation ~ Corporate Governance  Corporate Administration Corporate Secretaryship

Examination enrolment

The examination enrolment period is

from 1 March to 31 March 2015. The
Examination Entry Form can be downloaded
from the 'Studentship’ section of the
Institute's website: www.hkics.org.hk. All
entries must be received by the Secretariat
by 6pm on Tuesday 31 March 2015, and, if
by post, with a post-mark on that date. No
late applications will be accepted in any
circumstances. To avoid postal errors or
delays, students are recommended to
submit their applications in person or by
registered mail. No change can be made
to the subject(s) and examination centre
selected after the examination application
has been submitted.

Syllabus and reading list updates

From the June 2015 examination diet
onwards, the IQS examinations will be based
on the new Companies Ordinance (Cap 622).

March 2015

Students are reminded that the old 1QS study pack

Companies Ordinance (Cap 32) has Students can order the study packs on

been retitled as ‘Companies (Winding Up Corporate Administration, Corporate

and Miscellaneous Provisions) Ordinance' Governance, Hong Kong Corporate Law

and contains provisions relating to (2015 edition) and Corporate ecretaryship.
prospectuses, winding-up, insolvency of Purchase of the study pack is mandatory for

companies and disqualification of directors.  the enrolment of each subject examination.

Please note that the syllabus and reading  The order form can be downloaded from

list for the following subjects have been the 'Studentship'section of the Institute’s

updated with the requirements under website: www.hkics.org.hk.

the new Companies Ordinance and will

come into effect from the June 2015 HKICS Examination technique workshops

examination diet: The Institute will organise a series of
three-hour 1QS examination technique

® Hong Kong Corporate Law workshops. These workshops, commencing

e  Corporate Governance, and in mid-April, aim to help students improve

e  Corporate Secretaryship. their examination techniques. Each
workshop costs HK$470. Students may

Students may refer to the ‘Studentship’ download the enrolment form from the

section of the Institute’s website: ‘Studentship' section of the Institute’s

www.hkics.org.hk for details. website: www.hkics.org.hk
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Subject Pass rate
Part |

Strategic and Operations Management 5200
Hong Kong Corporate Law 18%
Hong Kong Taxation 43%
Hong Kong Financial Accounting 56%
Part Il

Corporate Governance 29%
Corporate Administration 31%
Corporate Secretaryship 36%
Corporate Financial Management 31%

The Institute is pleased to announce the following awardees
of subject prize and merit certificates at the December 2014
examination diet. The subject prize was awarded by The Chartered
Secretaries Foundation Ltd. Congratulations to all awardees!

Studentship

Students who have registered since September 2014 are

Subject Subject prize winner
Hong Kong Corporate Law Yau Kar Yi, Grace
Subject Merit certificate awardees

Strategic and Operations Lam Yuen Yee

Management
Hong Kong Financial Wan Hoi Ying
Accounting Yeung Wing Chong
Hong Kong Taxation Ho Mei Yi

Lai Kit Ying

Lai Po Ying

Lam Hoi Kei

Law Sin Pui

Wang Xichun
Hong Kong Corporate Law Chan Wai Kit, Ricky

Luk Tak Lam

invited to attend the 'New Students Orientation’ to be held
on Thursday 12 March 2015. This event aims to give new
students up-to-date information about the HKICS and serves
as a platform for them to meet with other students. The 1QS
examinations subject prize awardees will also share their
examination preparation tips at the event.

Date Thursday 12 March 2015
Time 7pm - 8.30pm
Venue Joint Professional Centre, Unit 1, G/F,

The Center, 99 Queen's Road, Central,
Hong Kong

The enrolment form can be downloaded from the ‘Studentship’
section of the Institute's website: www.hkics.org.hk. Please fill in
the reply slip and return it by email to student@hkics.org.hk. For
enquiries, please contact Annis Wong at: 2830 6010, or Carmen

Wong at: 2830 6019.

Corporate Governance

Corporate Administration

Yeung Ka Woon, Catherine
Yuen Sze Chai

Chan Yuk Yee

Kwok Yuen Ni

Chan leok Mun

Choi Ying Kwan

Ho Chor Yin

Ho Mei Yi

Lam Wai Yi

Lo Hong Ting, Josephine
Peng Junlei

Poon Wai Sze, Grace
Wong Pui Yin

Yeung Wan Mei
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Studentship (continued)

The Institute participated at the Business Management
fair organised by The Hong Kong University of Science and
Technology (HKUST) on 10 February 2015, which served as a

platform to gather employers, recruiters and students. At the fair,

the Institute had a promotion booth to introduce the Chartered
Secretarial profession and its Student Ambassadors Programme
to the visitors.

At the promotion booth

On 24 January 2015, 23 student ambassadors and their
mentors joined an ecotour outing to the New Life Interactive
Farm in Tuen Mun.

ke LT X
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Group photo
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Chief Executive Samantha Suen FCIS FCS(PE) was invited to
deliver a talk on 'Chartered Secretary - a gateway to success' to
over 60 undergraduates and master degree students at Lingnan
University on 10 February 2015. At the seminar, Ms Suen
introduced the Chartered Secretarial profession and shared

her career development as a Chartered Secretary. She also
encouraged the students to grasp the opportunity to develop
themselves in the increasingly recognised and challenging
Chartered Secretarial profession.

Samantha Suen receiving a souvenir from
Clement Shum, Visiting Associate Professor,
Department of Accountancy, Lingnan University

Studentship renewal

Students whose studentship expired in January 2015 are
reminded to settle the renewal payment by Monday 23
March 2015.

Exemption fees

Students with exemptions approved via confirmation letter on
30 December 2014 are reminded to settle the exemption fee by
Monday 30 March 2015.
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FratihEs
Investment Wisdom for Busy Professionals
Happy Friday for Chartered Secretaries

The daily life of Chartered Secretaries is often hectic and it is not always easy for them to find time to
manage their own assets. The Institute has invited Ms Agnes Wu Mang Ching (385585/)\{8), a veteran
market commentator, to share her insights and tips on asset allocation and investment.

| EventDetails o A4 |
ENROL G ' Y

Date :  Friday, 27 March 2015
Time . 6.30pm - 6.45pm (Registration) NOW!
6.45pm - 8pm (Speaker's presentation)
8pm - 8.15pm (QE&A and networking)

Spend

Venue : Club Lusitano
27/F, 16 Ice House Street, Central, Hong Kong SaVe
Fee : HK$100 (Light refreshments provided)

Language : Cantonese = h
= OF reeQigitalPhoto8

About the Speaker

Ms Agnes Wu Mang Ching (882 5//\18)

= Market commentator

=  Programme host for Metro Finance Radio

= Columnist for Apple Daily, Sky Post, AM730, iMoney and Economic Digest
= Director for Hong Kong Financial Information Consultants Limited
Qutline

= The four pillars of investing

= Different asset classes

» Asset allocation strategies that work

A prize-winning plan for investing in a low-interest-rate
environment

©FreeDigitalPhotos.net

HKICS members and graduates, come and join NOW by completing and returning the enrolment form with
payment. Priority enrolment with seat guarantee for Fellows before 6 March 2015. For enquiries, please
contact Vicky Lui at 2830 6088 or Sarah Hui at 2830 6018, or email: member@hkics.org.hk.
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Company Secretarial Professionals

Our Corporate Services Division is fast
growing in our practice area and we are
looking for company secretarial professionals
to join us.

Requirements:

® Degree holder and minimum 1 year relevant
experience;

® Registered students of HKICS preferred;

® Experience in handling assignments of Hong
Kong-listed companies preferred but not
essential;

®» Self-motivated, well-organized, detail-minded,
good interpersonal skills and willing to
take challenges;

® Excellent command of both written and spoken
English and Chinese;

Candidates who are members of HKICS with
7 years solid experience and with special
focus in listed companies will be considered
for an executive position.

www.tricorglobal.com

We offer to successful candidates:

® 15-day annual leave (20-day for managers)
® 5-day work, study / examination leave

® Qualifying premium upon completion of
HKICS examinations

® Excellent job exposure and career prospects

Applicants should send their full C.V. and
expected salary to:

HR Manager, Level 54, Hopewell Centre,
183 Queen’s Road East, Hong Kong or by
email to: hr@hk.tricorglobal.com or

by fax to 2543-7124.

Please quote reference: "Company Secretarial
Professionals" on your application.

Personal data provided by job applicants will
be used strictly in accordance with the
employer’s personal data policies, a copy of
which will be provided immediately upon
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The Employer of Choice
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16th Annual Corporate
and Regulatory Update

Date: Wednesday, 3 June 2015 Co-sponsors & speakers from:

Time: 8.45am - 6.20pm e Companies Registry

Venue: Hall 5G, Hong Kong Convention °
and Exhibition Centre, Wanchai
Hong Kong

Hong Kong Monetary Authority
® Securities and Futures Commission
® The Hong Kong Exchanges and Clearing Limited

Please refer to our website for details: www.hkics.org.hk.

For ACRU enquiries, please call 2233 9321 or email to event@hkics.org.hk.
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tricor

The Business Enablers

We enable you to focus on growing your business

You're in good hands with Tricor looking after your
non-core business support functions.

Tricor is a global provider of integrated Business, Corporate
and Investor services. As a business enabler, Tricor
provides outsourced expertise in corporate administration,
compliance and business support functions that allows you
to concentrate on what you do best — Building Business.

You're known by the
company you keep.

And by the company
that keeps you.

Our Services Include:

® Business Advisory

e Company Formation, Corporate Governance &
Company Secretarial

e Accounting & Financial Reporting

e Payroll, Treasury & Trust Administration

e Initial Public Offerings & Share Registration

e China Entry & Consulting

e Executive Search & Human Resources Consulting

¢ Management Consulting

¢ Fund Administration Services

www.tricorglobal.com
Member of BEA Group
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