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CSJ President’s Message

his month's edition of our journal
reviews our corporate governance
conference (CGC) held at the end of
last month - an event which fully lived
up to our high expectations of it. Our
CGCs are designed not just to facilitate
a dialogue about key issues in corporate
governance, but to come up with practical
recommendations which participants can
take away with them to improve the way
they carry out their duties as governance
professionals. Qur cover stories this
month (pages 6-27) serve as the
conference's 'white paper' - a summation
of the debate and the conclusions reached
after two days' lively discussions.

In my President’'s Message this month,
however, | would like to address a
different subject. As promised last month,
| would like to discuss a new publication
that our Institute has just published

on the important issue of shareholder
communications in Hong Kong.

From March to April this year, we
conducted a survey entitled ‘Shareholder
communications - navigating the maze
for listed issuers' which looked at the
shareholder communications policies
and practices of companies listed on

the Hong Kong, Shenzhen and Shanghai
stock exchanges. The majority of the

413 respondents to the questionnaire
comprised companies listed on the Hong
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Shareholder

communications

Kong main board. This data, therefore,
gives a valuable snapshot of the current
approaches to, and practice of, shareholder
communications in our market.

While the survey indicated that
respondent companies recognise the
importance of having a good dialogue
with shareholders, in practice there
remain significant obstacles to such a
dialogue. For example, the survey found
that a third of respondents did not
know who their shareholders were and
did not regularly or routinely monitor
their shareholder base. Moreover,

the survey indicates that shareholder
communications is often treated as a
matter of compliance by listed companies,
rather than as a strategic advantage.

These results were not unexpected.

| think one of the great strengths

of the report is the broad historical
context it gives for the way shareholder
communications have evolved globally
and in Hong Kong. The report's author,
Dr RI (Bob) Tricker, tracks the increasing
complexity of the corporate form,
together with the increasing diversity
of the shareholding community, both

of which trends have led to a growing
disconnect between share issuers and
share owners. The report is not just
diagnostic, however, in intent, and makes
a number of recommendations designed
to improve the quality of the dialogue
between companies and shareholders.

There will be a review of the report in
next month's CSj, but, before | sign off,

| would like to highlight a pertinent
message the report has for readers of this
journal, namely that company secretaries
are well placed to add significant value to
companies' shareholder communications
efforts. In particular, company secretaries
can assist in two areas where our

survey indicated that companies are
underperforming - the lack of knowledge
about shareholders and the lack of

a properly devised strategy for
shareholder engagement.

Company secretaries often play a role in
maintaining a company's share register
and are therefore in a good position to
assist with profiling shareholders. The
company secretary is also responsible, of
course, for ensuring that key issues are
escalated for consideration by the board.
Company secretaries can therefore be
instrumental in ensuring that boards, at
the very least, formulate and regularly
review the company's shareholder
engagement policy and strategy.

\
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Chairman’s review

Concluding the HKICS Corporate Governance Conference 2016,
Event Chair Peter Greenwood FCIS FCS, made an impassioned plea
to the younger people in the audience to have confidence in their
abilities to bring about positive change.

his has been the Institute's 10th

two-yearly corporate governance
conference (CGC). Whilst we might still
be two years away from our 20th
anniversary (if you think about it), this
offers a moment to take stock of where
we have been, where we are and what
the future might hold for Hong Kong's
corporate governance practitioners.

Looking back to those early conferences,
it is striking that some of the themes we
were discussing then are still very much
on the governance agenda. Examples
would include the role of directors
(especially independent non-executives),
board composition and the role of major
shareholders, be they founding families
or the state. It's equally striking that some
themes have arrived on our agenda which
few, if any, of us anticipated. To cite a

Highlights

few such emerging, or emerged, issues
might include: environmental and social
governance; the implications of the Internet
and social media; a systematic approach

to the management and disclosure of risk;
and the extraordinary growth of Mainland-
based listed companies.

Common to both categories is the
increasing depth and sophistication
with which corporate governance is
now debated, requlated and applied

in Hong Kong. Throughout the years,
our conferences have consistently
demonstrated that Hong Kong has the
intellectual firepower to develop and
implement a governance regime which
matches the quality of that in other
leading financial markets. The CGC 2016
drew on the expertise and experience
of predominantly locally-based experts

® Hong Kong's young people seem to underestimate themselves, their
potential and their ability to bring about positive change

e it will fall to younger members of the Chartered Secretarial profession to
make a difference to corporate governance standards in Hong Kong and

Mainland China in the years to come

® the governance challenges discussed at the CGC 2016 have a relevance for
all members of the Chartered Secretarial profession, irrespective of how

junior a position they currently hold
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Do not underestimate
yourselves. Do not
underestimate your
own ability to make

a difference. Do what
needs to be done.

b

and practitioners, representing a full
range of stakeholder interests. In doing
so, we demonstrated Hong Kong's ability
not merely to be a follower of that
elusive animal 'global best practice’,
but to recognise the characteristics and
needs of our own market and to adopt
policies and standards which best serve
and protect the interests of Hong Kong
companies, their shareholders

and stakeholders.

But, and there is always a but, our
speakers and panellists also commented
on 'patchy’ performance. Patchy in the
sense that some issues, for example
environmental performance and
shareholder communications, offer
general room for improvement. Patchy
also in the sense that governance
standards vary widely across the spectrum
of Hong Kong companies. None of this is
surprising. Corporate governance policies,
practices and implementation are never
‘finished An oft-repeated, and widely-
accepted theme of our conferences has



been that corporate governance is a
journey, not a destination.

For that reason, we may well be holding
our two-yearly discussions in the decades
ahead. And, just as during our first

10 conferences, we can expect to be
addressing the themes we have already
ventilated, alongside some which today
we can hardly foresee.

In the future, as in the past, the Institute
will strive to make its work on corporate
governance, within and beyond the
conference, relevant to our members.
Corporate governance is important - poor
governance ruins businesses, destroys
jobs, erodes shareholder and investor
value and damages people's livelihoods
and well-being. Chartered Secretaries
might sometimes feel that they cannot
make a difference, whether as individuals
or as a profession as a whole, but this is
not, and cannot be, the case. We are the
corporate governance professionals, if we
do not make a difference, who can?

It will fall to our younger members

to make that difference to corporate
governance standards in Hong Kong -
and, for that matter, in Mainland China -
in the years to come. However, for
reasons which lie far beyond the scope
of this conference and these remarks,
Hong Kong seems to be suffering from
a lack of confidence in itself, and in its
qualities and capabilities. As part of
this, Hong Kong's young people seem

to underestimate themselves, their
potential and their ability to bring about
positive change.

In the specific context of Chartered
Secretaries, our younger colleagues might
feel that some of the issues canvassed

at our conference lie beyond their ability
to exert a positive influence. Speaking

to those colleagues directly, if you are a
company secretary or, even more so, if
you are 'only' a deputy company secretary,
corporate secretarial manager or assistant
corporate secretarial officer at a small
unlisted company, you might think that

CSj Cover Story

challenges such as promoting board
diversity, shareholder engagement and
better board interaction with senior
management at major listed companies
are irrelevant to you.

This isn't, and shouldn't be, the case. The
companies for which you work should
grow and become the listed companies
of tomorrow. If not, you will move over
to those companies. And within those
businesses you will develop and rise to
become the company secretaries and
senior managers of the future. The limits
on your own ability to shape, influence
and realise a comprehensive, thorough,
practical and top-class corporate
governance regime in Hong Kong are, in
large measure, only those you yourselves
choose to accept. Do not underestimate
yourselves. Do not underestimate your
own ability to make a difference. Do
what needs to be done.

Our first 10 corporate governance
conferences have shown that Hong

Kong is capable of great strides towards
improving corporate governance. With
the ability and commitment of our
profession, reinforced by the energy

and initiative of our younger colleagues,
we can be confident that the next 10
conferences will see similar, perhaps even
greater, progress.

Peter Greenwood FCIS FCS
Event Chair,
HKICS Corporate Governance
Conference 2016

Before he retired in May 2013,
Peter Greenwood worked for

CLP Holdings in Hong Kong as
Corporate Counsel then Company
Secretary and finally as Group
Executive Director — Strategy.
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Corporate governance
in Hong Kong -
an evolving story

In his keynote address on day one of the HKICS Corporate Governance Conference 2016,
Professor KC Chan, Secretary for Financial Services and the Treasury, traced the evolution
of Hong Kong's corporate governance system.

am delighted to join you all today at

the biennial Corporate Governance
Conference of the Hong Kong Institute
of Chartered Secretaries (HKICS). In its
10th edition this year, the conference has
brought together thought leaders from
various fields in one place to explore the
ever-changing landscape of corporate
governance. This year is no exception.

We in Hong Kong have every reason to
attach great importance to corporate
governance. As of August 2016, Hong
Kong has over 1.3 million companies
registered with the Companies Register.
We incorporated almost 140,000
companies last year alone, and that comes
down to more than 500 a day. And despite
the slowing global economy, Hong Kong
retained the top spot in terms of IPO
funds raised in the world last year.

These statistics are a vote of confidence
in Hong Kong's corporate governance
standards. In fact, Hong Kong ranked
fourth in ease of starting a business
according to the World Bank's Doing
Business Report 2016, which compares
business regulations in 189 economies
in the world. Among these indicators,

October 2016 08

Hong Kong ranked first in protecting
minority investors worldwide. The study
also commended the electronic filing
service we launched last year, and the
implementation of a modern collateral
registry to help improve access to credit.

Cheers and applause to our corporate
governance regime as it is a product of
many years of hard work. The Corporate
Governance Review, released in two phases
in 2001 and 2003, was subsumed in the
Companies (Amendment) Ordinances of
2003 and 2004 and, ultimately, in the
new Companies Ordinance, passed in
July 2012 and brought into operation in
2014. And we had the enactment of the
Securities and Futures Ordinance in 2003,
followed by revisions of the Code on
Corporate Governance Practices in 2005,
2012 and 2013.

This year marks the second anniversary

of the implementation of the new
Companies Ordinance. Under the new

law, the operation of companies is now
more transparent and accountability of
directors strengthened. There are also
more opportunities for shareholders to
participate in the decision-making process

of companies, and their interests are
better protected.

Thanks to the hard work of the industry
and the Companies Registry, the
implementation of the new law has been
very smooth so far. It is well received as
well since the business community is

keen to take advantage of the initiatives
introduced to facilitate business and

save costs. For example, around 98% of
those companies which reduced their
capital adopted the alternative court-free
procedure in 2015. And about 60% of
company restoration cases are now dealt
with under this new procedure. SMEs
meeting specified size criteria are now
preparing simplified financial statements
and directors' reports. | would like to thank
the HKICS for your inputs during the
consultation and your hard work making a
smooth sail of the transition process.

Highly regarded by international
investors, our corporate governance
regime has all along been the
cornerstone of our financial market.
Good corporate governance enhances
investors' confidence and the appeal of
our markets, which underpin the stability



of our financial system. A Hong Kong
listing has also become a popular way
for many companies to demonstrate
to the world their accomplishments in
corporate governance.

It is therefore no surprise that Hong Kong
was home to the fourth largest stock
market in Asia at the end of July. In terms
of IPO funds raised, Hong Kong has been
among the top five globally for the past
decade, ranking first from 2009 to 2011
and 2015.

To further enhance Hong Kong's business
environment by giving confidence

to investors and creditors, we have
conducted a comprehensive review of

the relevant provisions in the Companies
(Winding Up and Miscellaneous
Provisions) Ordinance and the relevant
Amendment Ordinance was enacted

by the Legislative Council in May 2016.
The Amendment Ordinance will improve

Highlights

CSJ Cover Story

and modernise Hong Kong's corporate
winding up regime by providing measures
to increase protection of creditors as well
as streamline and enhance the integrity
of the winding up process. These will also
help further align our corporate winding

® good corporate governance enhances investors' confidence and underpins the
stability of Hong Kong's financial system

® aHong Kong listing has become a popular way for many companies to
demonstrate to the world their accomplishments in corporate governance

®  Hong Kong retained the top spot in terms of IPO funds raised in the world

last year
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been the cornerstone of

our financial market
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up regime with the latest international
developments.

Last but not least, the audit profession
also plays a crucial role in helping
companies uphold the highest corporate
governance standards. It is imperative to
ensure that we have a robust requlatory
regime for auditors of listed entities

that is up to international standards and
practices. This is particularly important
given the international nature of our
financial market and during times of
economic uncertainties. The government
has embarked on a reform exercise

to improve the regulatory regime for
auditors of listed entities in Hong Kong.
The key objective of the reform is to
further enhance the independence of the
regulatory regime for listed entity auditors
with a view to ensuring that the regime
is benchmarked against international
standards and practices.

Under the reform proposals, the Financial
Reporting Council (FRC) will become

the independent auditor oversight

body vested with direct inspection,
investigation and disciplinary powers with
regard to listed entity auditors, whilst

the Hong Kong Institute of Certified
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Public Accountants (HKICPA) will perform
statutory functions of registration and
standards-setting with respect to listed
entity auditors under the new regime,
subject to independent oversight by

the FRC.

In the earlier public consultation, an
overwhelming majority of the respondents
were supportive of the objective and
direction of the reform. The government
is preparing an amendment bill for the
reform and will continue the dialogue
with relevant stakeholders in working
out the detailed arrangements of the
new regime. We look forward to
continued support from all stakeholders
to the reform.

As an international financial centre

and responsible member of the global
community, Hong Kong supports the
international agenda to enhance tax
transparency and combat cross-border tax
evasion. We have been actively pursuing
comprehensive avoidance of double
taxation agreements (CDTAs) and tax
information exchange agreements (TIEAs)
with other jurisdictions. As of April 2016,
35 CDTAs have been concluded, and we
are in discussion with India, Saudi Arabia,

Finland, Bangladesh and others. Since
the enabling legislation for signing TIEAs
came into place, seven such agreements
have been concluded with our partners.

We have also been actively involved in
the OECD's Global Forum on Transparency
and Exchange of Information for Tax
Purposes. We indicated our support

for implementing the Standard for
Automatic Exchange of Financial Account
Information in Tax Matters last September.
We plan to begin the first information
exchanges with appropriate partners

by the end of 2018, as long as domestic
legislation is in place by 2017.

We will continue to engage relevant local
stakeholders and address policy and legal
issues before we seek the Legislative
Council's approval. In this, we look
forward to your input and support.

Our intent, of course, is to meet
international obligations and, in so
doing, protect Hong Kong's status as a
global financial centre.

Ladies and gentlemen, the corporate
governance system is the cornerstone

of modern companies and today's free
capital markets. Corporate governance
structures are widely adopted in the
administration of many public bodies in
Hong Kong and other parts of the world.
The corporate governance regime is also
an evolving one. I'm confident that you
will make the most out of this two-day
programme to understand the forces
driving these changes. We look forward to
working closely with the HKICS to further
improve our regime in the future.

Professor KC Chan
Secretary for Financial Services and
the Treasury
HKSAR Government



www.pwchk.com

How does your
company’s corporate
governance system
compare to good
practices?
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The road ahead

In his keynote address on day two of the HKICS Corporate Governance Conference 2016,

Anthony Neoh FCIS FCS, Senior Counsel and Former Chief Adviser to the China Securities Regulatory
Commission, looks at three trends that boards cannot afford to ignore in the emerging business
environment and at new proposals to improve the existing structure for listing regulation in Hong Kong.
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am honoured to have this opportunity

to address you on the second day of this
year's Corporate Governance Conference.
The title of this year's conference is
‘Corporate governance inside and out -
forces shaping the corporate governance
landscape! It is a particularly apposite
title, because in the space of the two years
since the last conference, we have seen
important trends consolidating. These
are trends which boards cannot afford to
ignore. | will devote the first part of this
address to these trends and how boards
may respond to these developments.

The responses of boards must be
supported by a sound and effective legal
and regulatory system. | would venture to
suggest that Hong Kong is at a crossroad
in this regard, and we must now grasp the
nettle before it is too late. | will devote the
second part of this address to this issue.

Emerging trends

Let us first consider the emerging trends,
which have consolidated in the last year.
There are three trends that boards cannot
afford to ignore. The first is the highly
energetic advance of digital technology.
The second is an increasingly pronounced
acknowledgement by communities
around the world and their political and
regulatory establishments of a need

for better business ethics. The third

is an urgent recognition also among
communities around the world and their
political and regulatory establishments
that businesses must work towards the
common goals reached at the COP 21
Paris Conference on Climate Change.

1. Digital technology

The digital revolution has been with us
since the dawn of the millenium when
the internet began to change our lives,
but in recent years, the internet and

technologies developed to commercially
exploit the internet have made even

more drastic inroads in our lives. Today,
we have in our hands a smart phone
having computing power many orders

of magnitude more powerful than all

the computers which accompanied the
lunar landing spaceships. The functionality
of our smart phones can enable us not
only to communicate by voice but also

by video, we hold in our hands the power
to monitor the functioning of anything
which can be connected to the internet. A
new term has been coined - the ‘internet
of things' (I0T). The electronic purse and
payment systems now pervasive in China
are changing the patterns of the retail and
logistics industry in China. Internet lending
through P2P platforms, internet insurance
sales platforms are all giving traditional
financial businesses more than a good run
for their money - whilst their existence
are not threatened in the short run, their
revenues certainly are. Added to this is the
prevalence of social media, which offers a
whole new world in communications.

To call this trend a game changer is a
patent understatement. Boards must
respond to this by reviewing their skills
set and the skills set of their management

Highlights
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and devising a strategy and programme
for exploiting the many facets of this
game-changing development. Boards have
not nearly enough applied their collective
minds to what their companies can do to
exploit the promise of the digital age, not
only as to how present services or supplies
chains may be improved but also what
new services might be provided. Also, with
the importance of social media looming so
large in the lives of everyone, how can that
be exploited to improve communications
between companies and their shareholders,
customers and other stakeholders.

But whilst the digital age promises a
brighter future, it also brings with it the
scourge of fraud, deceit and potential
ruin. In recent years, we have seen many
cases of digital hacking and fraud, and
directors can ill afford to ignore the
establishment of adequate systems to
prevent hacking and fraud. This involves
developing an understanding of digital
fraud and the technologies for prevention.

2. Business ethics

The second trend is the need to awaken to
increasingly close scrutiny of businesses
for their ethical behaviour. Since the
mid-1970s, the US has been enforcing

®  boards should review their skills set and the skills set of their management
and devise a strategy and programme to exploit the many facets of the digital

revolution

®  with the climate change commitments agreed at the COP 21 Paris Conference
on Climate Change now being globally ratified, environmental issues both of a
present and prospective kind must be addressed by all boards

e the SFC and the practitioners' community should work together to ensure that
the proposed enhancements to the existing structure for listing regulation in
Hong Kong are successfully implemented

October 2016 13
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the Foreign Corrupt Practices Act (FCPA).
The FCPA applies to all companies whose
securities are registered in the US - this
may exclude companies which did a
Regulation 144A issue to 'qualified
institutional buyers' but there is no case
yet determining this.

The UK enforces the UK Bribery Act (which
applies to UK subsidiaries of international
companies, but their parents may be
caught if the subsidiary is set up to do
business in the UK for the group), and the
UK Modern Slavery Act (which prohibits
forced labour as defined in International
Labour Organisation conventions, which
include child labour and which applies

to all companies doing business in the

UK with a global turnover of over 36
million pounds sterling. This means that
global businesses must ensure that their
supply chain is not infected by practices
prohibited by the Modern Slavery Act.
ICBC-Standard Bank in the UK was fined
US$32.6 million by the UK Prosecuting
Authority for failing to prevent bribery

in an associate company within the
Standard Bank Group for bribery that
occurred in Tanzania. GSK, according to
media reports, is still being investigated
for potential breaches of the FCPA and the
UK Bribery Act for failing to prevent what
happened in China (despite having been
fined by the Chinese Authorities). HSBC
was fined US$1.9 billion for failure to
institute sufficient anti-money laundering
procedures in its US business (as has other
international banks), and Deutsche Bank
is now being asked for US$14 billion in
fines by the US Department of Justice for
selling toxic subprime mortgages to the
Fannie Mae and Freddie Mac, and thus
indirectly onto the capital markets.

A business ethics programme is not
important only to financial institutions,
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the FCPA, UK Bribery Act and the UK
Modern Slavery Act apply to all types of
businesses. These pieces of legislation
although domestic in nature, have long-
reach application and in fact are being
replicated by other European jurisdictions,
as they are supported by OECD and

UN Conventions on anti-corruption,
prevention of tax evasion and prevention
of terrorism and human trafficking.
Boards cannot afford to ignore this trend.

3. Climate change

The third trend is less urgent if only
because companies are already

observing what is required under extant
environmental legislation. But with the
COP 21 commitments now being globally
ratified (China and US just ratified these
four commitments), environmental issues
both of a present and prospective kind
must be addressed by all boards.

How should boards respond?

Then, you might ask what are the
responsibilities of directors. | think those
present here would clearly be aware of
the changes made not long ago to our
company law. We are now in the course
of the second year since the enactment
of the new Companies Ordinance. In

a landmark piece of legislation, one
important provision stands out. It is the
definition of a director's duty to exercise
reasonable, care, skill and diligence.

As this provision (Section 465) must have
been indelibly imprinted into the mind

of most of you, | would scarcely need to
remind you of its content, which requires
a director to exercise reasonable care, skill
and diligence and this would satisfied by a
reasonably diligent person with:

a. the general knowledge, skill and
experience that may reasonably be

expected of a person carrying out the
function carried by the director in
relation to the company, and

b. the general knowledge, skill and
experience that director has.

This duty of care, skill and diligence, is

to be understood in conjunction with an
ever-increasing list of statutory duties
imposed upon directors and companies.
This list of statutory duties include the
duties set out in the listing rules and the
Securities and Futures Ordinance on listed
companies and their officers (which include
directors), and companies in financial
services must observe the requirements of
many jurisdictions on instituting proper
risk management, anti-money laundering
provisions, and fraud prevention regimes.
The UK has implemented a regime which
places personal responsibility and also
requlatory and criminal law liability

on directors and officers of financial
institutions who fail to exercise reasonable
care, skill and diligence in the exercise

of their functions. The US has a similar
regime. Other European jurisdictions will
no doubt follow suit and Asian and Latin
American jurisdictions will find that they
cannot afford to miss out.

All of these developments place
tremendous responsibility on directors

who must thoroughly understand

these developments as they apply to

their companies and ensure that the
management of their companies develop
programmes of compliance and at the
same time, boards must develop systems
for monitoring compliance by the company.

Environmental, social and governance
(ESG) reporting cannot therefore just be
a paper exercise, it has to be well thought
through by the board, with knowledge



of what is facing the company and what
the company intends to achieve. This
means that directors will need to take

an active part in planning the strategy

of their companies, not only in business
development but also in compliance with
the increasing legislative and regulatory
expectations placed upon them both
presently and prospectively. This will

mean directors taking an active part in
developing the agenda of their board work
and not just relying on the management,
and engaging in an educational effort of
themselves both through self-study and
through organised education by experts in
relevant fields.

Regulatory reform

As | have said at the beginning of this
address, the efforts of directors must be
supported by a sound legal and regulatory
environment. In this arena, | am afraid we
are at a crossroad in Hong Kong.

It is regrettable that we do not have
adequate private law procedures to deal
with corporate governance abuses in
Hong Kong. Remember that directors'
duties are owed to the company, and
majority shareholder's market activities
generally belong to the sphere of market

abuse, either as defined in the Securities
and Futures Ordinance or as a breach or
breaches of the listing rules. A minority
shareholder will find it daunting to start
an action against the board of directors
or certain directors in the name of the
company, since he or she will have little
resources whereas the directors will at
least initially have the resources of the
company or their D&O insurance to

fight the shareholder. Further, a minority
shareholder will have to show loss if he or
she were to start a civil action for market
abuse, which is in any case extremely
difficult if not impossible to mount
without a finding by the Market Abuse
Tribunal or the investigational materials
of the Securities and Futures Commission
(SFC) - which under the Securities and
Futures Ordinance is confidential and may
only be divulged through court order or
in any action by the SFC. Also, there is no
class action regime in Hong Kong despite
the Law Reform Commission's report on
class actions three years ago (in which

| had the privilege to chair the sub-
committee which prepared the report).

The only effective weapons, at present
available, are the civil actions which the
SFC can start under Sections 213 and 214
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boards have not nearly
enough applied their
collective minds to what
their companies can do
to exploit the promise
of the digital age

)

of the Securities and Futures Ordinance.
These sections can be used by the SFC
to recover from directors, officers and
others, losses occasioned to shareholders
and investors for breaches of the

listing rules, Takeovers Code, breaches
of fiduciary duty or duties of care of
directors resulting in non-compliance
with statutory and listing rules, and
market abusers. These sections have
been effective, where for example,

in the Hontex Case, the proceeds of

a fraudulent IPO, were recovered for
shareholders.

But the effectiveness of the SFC's
enforcement efforts is dependent
upon on two important planks of the
regulatory system in Hong Kong:

the SFC is reliant on the CSRC

to investigate into the affairs of
companies with businesses based
in the PRC, and

ii.  the SFC relies on good co-
ordination between its regulatory
functions and the regulatory
functions of the Listing Committee
and Listing Department of the
Hong Kong Stock Exchange.

October 2016 15



CSJ Cover Story

(14

boards also need
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the increasingly
close scrutiny of
businesses for their
ethical behaviour

”

Neither of these two important planks can
be allowed to fail.

| discern that co-operation with the CSRC
has improved in the last year, as more
effort is spent by each side to strengthen
ties, helped no doubt by the Stock
Connect initiatives.

But the recent efforts by the SFC to
improve co-ordination on listing matters
have, it appears, been immersed in stormy
waters, despite the fact that in recent
years coordination in listing matters
have not been as smooth as the process
would require. Under the existing MOU
arrangements between the SFC and

the Stock Exchange, applications to the
Listing Committee for waivers which
have policy implications and changes to
the listing rules requires approval of the
SFC. The recent consultation paper jointly
published by the SFC and the Exchange,
seeks to improve the consultation and
approval process by way of a system of
committees. | have publicly supported
the idea and have suggested that the
SFC and practitioners community

look into ensuring that this system of
committees work in close coordination
with each other and perhaps produce
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performance indicators to ensure that the
new procedure is indeed better than the
existing system. The consultation period
has been extended for two months to
allow this discussion to take place and
hopefully a constructive outcome

will emerge.

There have been comments in the last
few months that this new system of
coordination allocates too much power
to the SFC. But the SFC already has the
power to require approval of policy
waivers and changes to the listing rules.
In fact under Sections 19-36 of the
Securities and Futures Ordinance, the SFC
has statutory responsibility and power to
regulate the content and the operation of
listing rules.

But reading between the lines of some of
the public comments, there appears to be
a fear that the SFC as market regulator
might be so aggressive that market
innovation would be stifled. But the SFC
is not supposed to do this. Section 6(2)
of the Securities and Futures Ordinance
requires the SFC, in performing its
regulatory functions, to have regard to:

a. the international character of the
securities and futures industry
and the desirability of maintaining
the status of Hong Kong as a
competitive international financial
centre

b.  the desirability of facilitating
innovation in connection with
financial products and with activities
regulated by the SFC under any of
the relevant provisions, and

c. the principle that competition
among persons carrying on activities
regulated by the SFC under any of

the relevant provisions should not
be impeded unnecessarily.

As a former Chairman of the SFC, | can
state that the Commission has long
made the above principles, the guiding
policies of the Commission. There

is no evidence that the Commission
has deviated from these principles,
and | would state for example that

the Mutual Recognition of Funds

is an example of the innovation
promoted by the Commission, as has
been the facilitation of the Stock
Connect programmes. But if there

is any residual perception that the
Commission has forgotten its remit to
facilitate innovation, the best way to
ensure this does not happen, is to have
a forum for engagement with the SFC.
The proposals in the consultation paper
provides this forum. | think that forum
has the potential to consider future
innovations such as new listing regimes
such as those in London (with premium
and standard listings differentiating
companies with different corporate
governance standards), reviewing

the REITS regime and business trusts
regimes, and considering innovations
which will enable infrastructure
financing, which we will in the near
future see, from the One Belt One
Road initiative.

Hong Kong has always thrived when all
the actors in the market work together,
it is time that we should pull together
again, grasp the nettle, and choose

the best fork in this crossroad for the
community's future prosperity!

Anthony Neoh
Senior Counsel and Former Chief
Adviser to the China Securities
Regulatory Commission
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External investors and stakeholder groups have become much more active players in the corporate

governance arena in Hong Kong over last decade, but they are sometimes treated with suspicion

by governance players within companies. The HKICS Corporate Governance Conference 2016

looked at what all the key players - inside and outside the company - bring to the governance

table and how their roles interact.

he HKICS has been organising its

corporate governance conferences
(CGCs) on a biennial basis since 1998.
This year's CGC, as the 10th in the
series, showed just how far the event
has progressed in terms of refining the
format and management of the event
to ensure it delivers on its promises. One
of those promises is the remit not only
to discuss tough corporate governance
challenges, but also to offer possible
solutions to them. This review will focus
on the key questions raised, and the
conclusions reached, during the two days
of discussions.

Governance — a collaborative
endeavour

The theme of this year's conference was
‘Corporate governance inside and out -
forces shaping the corporate governance
landscape’ The forum looked at the roles
of key governance players internal and
external to the corporate entity - namely
directors, managers, shareholders and
stakeholders.

Though these roles were addressed in
separate sessions, the forum quickly
revealed that they cannot be considered
in isolation. Governance is a collaborative
effort which requires everyone in an
organisation from the chairman to
shop floor employees to sign up

to. Moreover, complex intersecting
relationships exist between the roles
and single individuals often find
themselves in dual or multiple roles.

The need for a recognition of the
complex interactions between the various
governance players is nowhere more
evident than in the role of the company
secretary. Company secretaries play an
intermediary role between board and
management and between the company
and its shareholders and stakeholders.
They also hold a role which straddles

the 'inside and out' categorisation as
members of senior management as well
as gatekeepers for compliance and ethics.
The role of the company secretary, while
it was not the specific focus of any of the
conference sessions, was frequently at the
centre of the discussions.

This first part of our conference review will
focus on the key conference conclusions
relating to directors and managers.

1. Directors

The business environment within which
companies operate has become a lot more
complex. In this context, the necessity of

Highlights

having a good board to navigate the
challenges and opportunities facing the
enterprise is all the more important.

In his keynote address on day two

of the conference, Anthony Neoh

FCIS FCS, Senior Counsel and Former
Chief Adviser to the China Securities
Regulatory Commission, sketched out
some of the key risks and opportunities
that directors should be addressing (see
his keynote address on pages 12-16 of
this month's CSj).

How then should boards respond?
The first session of the conference
focused on the need for directors to
take a professional approach to their
responsibilities. For speaker Nicholas
Charles Allen, Chairman, Link Asset
Management Ltd, the key issue is the
need for directors to be in a position to
constructively challenge management.
To do this properly, directors need

to ensure that they are adequately
informed to ask the right questions.

e directors need to do their homework - in particular ensuring that they are
adequately informed to ask the right questions

® too few boards are addressing the strategic challenges and opportunities

facing their organisations

e the enhanced public scrutiny of companies has both a cost (financial and
in terms of management time) and a benefit (increased transparency and

improved governance)

October 2016 19



CSJ Cover Story

Do your homework

Directors usually have a seat on the board
because of a particular area of expertise
they can bring to board discussions. This
does not mean, however, that they are
not expected to contribute to discussions
outside their field of expertise. Indeed,
panellist Ada Chung FCIS FCS, Registrar
of Companies, Companies Registry,
highlighted the fact that, since the
implementation of the new Companies
Ordinance, directors are no longer only
subject to a 'subjective’ test of their
duties of care, skill and diligence. The new
Companies Ordinance added an ‘objective’
test which looks at the general knowledge,
skill and experience that may reasonably
be expected of a person carrying out the
functions of the director. This means that
they cannot claim ignorance, she pointed
out. 'They are expected to go out of their
way to know about the subjects under
discussion by the board. It is more and
more onerous to act as a director today!
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So what is the best way for directors to
ensure that they are adequately informed?
A primary source of information, of
course, will be the board papers prepared
by management. Mr Allen warned,
however, that ‘'while board papers are a
very important source of information,
they nevertheless come with a health
warning. The CFO and CEO will vet all
documents going to the board and they
spend considerable amounts of time
managing their boards, he said.

To avoid the danger of management
‘capture’, directors need to broaden their
sources of information. They should

be having face-to-face meetings with
managers not on the executive committee
or board, particularly leaders of business
divisions. They should be going on site
visits to assets of the business, and they
should be attending industry-specific
events and learning opportunities.

These 'learning opportunities', such

(44

my message to the
Chartered Secretaries
here is to be brave
enough to help develop
the skill sets of the
directors on your boards

)

Nicholas Charles Allen, Chairman,
Link Asset Management Ltd

as CPD events and conferences, are a

good way for directors to gain a better
understanding of the areas they are not
an expert in. 'You won't become an instant
expert, but you will be able to participate
in the debate and ensure the right
questions are asked, Mr Allen said.

This issue has particular relevance,

of course, for company secretaries -
directors' access to information is a key
part of the company secretary's board
support role. Mr Allen made a direct
appeal to the company secretaries in the
audience - 'My message to the Chartered
Secretaries here is to be brave enough to
help develop the skill sets of the directors
on your boards by facilitating these
meetings, site visits and industry and
related conferences, he said.

Don't get lost in the detail
Another key part of directors' due
diligence is the need to ensure that the



board addresses the strategic challenges

and opportunities facing the organisation.

Panellist Dr Kelvin Wong, Executive

Director and Deputy Managing Director,
COSCO SHIPPING Ports Ltd, pointed out
that board agendas are often much the

In their own words

same as they were 100 years ago and
often boards don't get much further than
a review of minutes of the last meeting
followed by a discussion of ‘matters
arising" 'These matters are essential

but not sufficient, they tend to be
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confirmatory rather than exploratory and
to discuss strategy is rare among listed
companies in Hong Kong, he said.

Dr Wong believes that it is more common
for management to discuss strategy in

“Directors cannot claim ignorance, they are expected to go

out of their way to know about the subjects under discussion
by the board."
Ada Chung FCIS FCS, Registrar of Companies, Companies Registry

"Stakeholder pressure has helped us set our priorities. |
believe it is good for management and the board - it keeps

us humble and helps to take care of blind spots"

“If you are required to do something, that is a good place

to start. Initially you may adopt good governance only for
compliance reasons, but hopefully when you start to

practice it you come to embrace it."

Edith Shih FCIS FCS(PE), Head Group General Counsel and
Company Secretary, CK Hutchison Holdings Ltd

William Lo Chi-Chung, Executive Director, Finance, Airport
Authority Hong Kong

“While board papers are a very important source of
information, they nevetheless come with a health warning.

The CFO and CEO will vet all documents going to the board

their boards."

and they spend considerable amounts of time managing

Nicholas Charles Allen, Chairman, Link Asset Management Ltd

“These matters [discussed by boards] are essential but

not sufficient, they tend to be confirmatory rather than
exploratory and to discuss strategy is rare among listed

companies in Hong Kong."

Dr Kelvin Wong, Executive Director and Deputy Managing

Director, COSCO SHIPPING Ports Ltd

"First who then how. If you have the wrong people, the best
system in the world will not prevent things going wrong."

Antony Leung Kam-chung, Group Chairman and Chief

Executive Officer, Nan Fung Group
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Hong Kong companies. He therefore urges
INEDS to demand that strategy should be
added to the board agenda at least once a
year. He also urges professional investors
to attend AGMs and ask the questions
they want answered. He pointed out

that this helps directors ensure that such
issues are taken seriously by the board.

The need for boards to discuss strategy
was also raised by panellist Andrew Weir,
Regional Senior Partner, Hong Kong,
Head of Capital Markets, KPMG China,
and Global Chairman of Real Estate and
Construction, KPMG. He highlighted the
fact that both risk and strategy are often
neglected by boards in Hong Kong and
linked this to the danger of management
‘capture’ discussed above. Where
management controls the board agenda,
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risk and strategy are often neglected.
The issue for the board is therefore to
make sure that the board, rather than
management, owns the board discussion,
he said.

Speaker Antony Leung Kam-chung,

Group Chairman and Chief Executive
Officer, Nan Fung Group, also emphasised
the importance of directors discussing
strategy - ‘often boards don't have time
to see around the corner and lead the
organisation going forward, he said.

He recommended having specific board
sessions dedicated to strategy and pointed
out that the agreed strategy needs to

be matched with the organisation's key
performance indicators (KPIs). He cited
the example of an organisation which had
focused its business model on being the

best in customer service while none of it's
KPIs were related to customer service.

Get the right people

Mr Leung also emphasised the importance
of getting the right people - whether for
board or management positions.

‘First who then how. If you have the
wrong people, the best system in the
world will not prevent things going
wrong, he said. Where directors are
concerned, he added that the recruitment
exercise should not only look at a
potential director's credentials.

‘Some candidates have great credentials
but lack creative and lateral thinking,

as well as critical independence, he
pointed out.
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often boards don’t
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Antony Leung Kam-chung, Group
Chairman and Chief Executive
Officer, Nan Fung Group
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of compliance rather than
as a strategic advantage
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2. Managers

Session two of the conference examined
the governance role of managers, posing
the question whether management is
‘hands on or handcuffed'? Speaker Lincoln
Leong, CEQ, MTR Corporation Ltd, pointed
out that managers are subject to a lot
more public scrutiny today. Ten years

ago they were expected to uphold the
interests of shareholders - now,

in addition to shareholder interests,

they need to consider an ever-widening
group of stakeholders who tend to have
very high expectations of ethics and
corporate governance.

Has this enhanced public scrutiny been
good for companies? Mr Leong believes it
has, since it has pushed them to be more
transparent. Panellist William Lo Chi-

Chung, Executive Director, Finance, Airport

Authority Hong Kong, pointed out that,
for the Airport Authority, everyone is a
stakeholder and that, while the increased
scrutiny has been ‘more good than bad',

it has not come without a cost. For
example, there have been eight judicial
reviews related to the airport's third
runway. 'We have spent a lot of money
and management time on this, but the
stakeholder pressure has helped us set
our priorities. | believe it is good for
management and the board - it keeps
us humble and helps to take care of
blind spots:

Speaker Edith Shih FCIS FCS(PE), Head
Group General Counsel and Company
Secretary, CK Hutchison Holdings Ltd,
pointed out that company secretaries
can 'uncuff the chains' for management
in the sense that they help to assure
directors that legal, requlatory and
ethical compliance issues are under
control. 'When compliance is attained
there are no chains to be uncuffed!
she said.

She also made the point that improving
governance solely in the interests of
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‘compliance’ was not necessarily a bad
thing. An electronic poll found that

a majority of the audience felt that
corporate governance was observed
more out of compliance rather than as
a strategic advantage. Ms Shih pointed
out that this is often the way good
governance practices first take hold. 'If
you are required to do something, that
is a good place to start. Initially you
may adopt good governance only for
compliance reasons, but hopefully when
you start to practice it you come to
embrace it; she said. &

The Hong Kong Institute of
Chartered Secretaries Corporate
Governance Conference was held at
the JW Marriott Hotel, Hong Kong
on the 23-24 September 2016.
More information and photos of
the event can be found on the
Institute’s website: www.hkics.org.
hk, and the conference website:
www.hkics.org.hk/CGC2016.
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Conference conclusions
part two

CSj looks at the key conference conclusions relating to shareholders, stakeholders
and the latest corporate governance issues facing Mainland China.

Corporate Governance Inside and Out

Forces Shaping the Corporate Governance Landscape

L AATICTIN 3CCTCLanrics
Wereniee 2016

Corporate Governance Inside and Out

Forees Shaping the Carporate Governance Landscape
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P art one of this review focused on
the governance players internal to
the company - directors and managers,
but one of the most noticeable trends
over the last decade has been the extent
to which players outside the company
have been able to assert their legitimate
interests in governance outcomes. This
second part of the review will focus on
the key conference conclusions relating to
external shareholders and stakeholders.

In addition, the structure of this year's
CGC departed from the format adopted
in previous years with the addition of

a second half-day of discussions (this
slot previously comprised site visits).

The second day of the conference was
devoted to corporate governance issues
in Mainland China, and the complex
interplay of factors between the Mainland
and Hong Kong. This review will conclude
with a look at the forum's insights in
these areas.

1. Shareholders

As mentioned above, external
shareholders have become much more
active players in the corporate governance
arena in Hong Kong over the last decade.
The forum looked at what influence,

for example, the increasing presence of
institutional investors is having on the
Hong Kong market. These investors tend
to have a long-term approach to their
investments and they also tend to have
the resources to be able to engage with
investee companies on governance issues.

Speaker Pru Bennett, Head of BlackRock
Investment Stewardship for Asia Pacific,
pointed out that active engagement with
investee companies is a fiduciary duty to
an institutional investor's clients (see the
interview with Ms Bennett in this month's
In Profile on pages 28-32).

The SFC recently published its 'Principles
of Responsible Ownership' which seeks
to promote active stewardship by
investors in Hong Kong. Speaker Michael
Duignan, Senior Director, Corporate
Finance Division, Securities and Futures
Commission (SFC), noted that some
people have dubbed the principles an
‘activist shareholder charter. ‘The seven
principles are actually seven basic and
sensible things all investors should be
doing, he countered.

He added that shareholder engagement
also makes a lot of sense for companies.
At an AGM shareholders are given a
binary vote - yes or no - but that is the
worst time to find out that your investors
are going to vote no. Companies need

to develop a relationship with investors
before it gets to that point. 'If you are
only reaching out to them during a crisis,
that is too late; he said.

Nevertheless, the trend towards more
active shareholder engagement with
investee companies has not always

been welcomed by companies - indeed,
they sometimes see active investors as

a potential threat rather than an ally.
Speaker Cas Sydorowitz, CEO, Georgeson
Corporate Advisory Europe, pointed out
that active investors fulfill an important

Highlights
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governance role as defenders of
shareholder value.

He also looked at some of the issues
investors are most concerned about in
Hong Kong. In particular for example,
there has been a high percentage of no
votes among institutional investors in
Hong Kong relating to director elections
and re-elections. Investors often vote
these resolutions down due to inadequate
disclosure about the director candidates.
Mr Sydorowitz therefore reiterated
Michael Duignan's point that companies
need to get their message across to
shareholders before the AGM if they
want to ensure a minimum of resolutions
voted down. ‘Manage your shareholder
engagement, don't leave it to chance,

he said.

2. Stakeholders

As noted above, companies have had

to become a lot more inclusive of
stakeholder concerns over the last decade
and session four looked at the governance
role of these 'noisy neighbours. Speaker
David Graham, Chief Regulatory Officer
and Head of Listing, Hong Kong Exchanges
and Clearing, looked at the benefits of
environmental, social and governance
(ESG) reporting for listed issuers and at
the Exchange's initiatives to help listed

e  shareholders and stakeholders have become much more active players in the
corporate governance arena in Hong Kong

® companies sometimes see these players as potential threats rather than allies,
but they can be an important catalyst to improve governance

® despite the trend for closer convergence of the Mainland and Hong Kong
markets, fundamental differences still exist and are likely to persist for

some time
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manage your shareholder
engagement, don’t leave
it to chance

7

Cas Sydorowitz, CEO, Georgeson
Corporate Advisory Europe

companies raise their game in this arena
(see his article ‘What ESG reporting brings
to the table' in last month's CS)).

Panellist Melissa Brown, Partner,
Daobridge Capital, pointed out that active
shareholders and stakeholder groups play
an essential governance role, and listed
companies need to take a more informed
and open approach to the role they

play. After all, she pointed out, they are
committed to raising the quality of the
market. She added that this is a good area
for company secretaries to add value to
their organisations - making sure that the
organisation is aware of the concerns of
shareholder and stakeholder groups and
the changing environment within which
the organisation operates.

3. Mainland China

The second day of the conference
addressed the key corporate governance
challenges facing Mainland China. Speaker
Estella Ng Yi-Kum ACIS ACS, Executive
Director, Deputy Chairman, Chief Strategy
Officer and Chief Financial Officer, Tse Sui
Luen Jewellery (International) Ltd, focused
on two areas where corporate governance
standards in the Mainland are relatively
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under-developed compared to Hong
Kong - connected transactions and inside
information.

The problem here is not, she suggested,
the absence of a viable regulatory
framework, but rather the low level of
awareness among senior managers of

the need to maintain the confidentiality
of price-sensitive information (PSI). For
example, she noted that it is relatively
common for senior managers to share PSI
on inappropriate communication channels
such as 'we chat' leading to confidentiality
breaches. She recommended providing
regular training and updates to board
members, management and relevant staff.
She also recommended more reliance

on the professional advice of company
secretaries and consultants, particularly

in relation to building better internal
controls for the management of inside
information and connected transactions.

Another key issue addressed on the
second day of the conference was the
current convergence of the Mainland
and Hong Kong markets. We have seen
dramatic examples of closer ties between
the two markets in recent years - such

as the Stock Connect programme linking
Shanghai (and soon Shenzhen) to Hong
Kong and the Mutual Recognition of
Funds initiative. Many speakers and
panellists, however, reminded the
conference that significant differences
still exist between the two markets.

‘It is an interesting time for us all, said
speaker Wei Fang, Chief Representative
in Hong Kong, PetroChina Company

Ltd, 'out despite the Stock Connect

and the trend of convergence between
the Mainland and Hong Kong, the two
markets are fundamentally different and
those differences will remain for some
time still! He added that this diversity

of approaches to governance is no bad
thing. ‘Not everyone has to look like Brad
Pitt, he quipped.

The speakers and panellists also

noted that the corporate governance
environment in the Mainland differs
greatly depending on whether you

are looking at private enterprises or
state-owned enterprises (SOEs). Panellist
Cimi Leung, Risk Assurance Partner,
PricewaterhouseCoopers, pointed out
that China has produced a number of



global brands which have moved fast
towards international standards of
corporate governance. On the other
hand, the SOE sector operates in a very
different environment from Hong Kong
and the West.

Panellist Paul Chow Man-yiu FCIS FCS,
Former Chairman, Hong Kong Cyberport
Management Company Ltd, believes
that, to avoid false expectations, market
participants should bear in mind that
SOEs are part of the government
machinery in the Mainland. 'In the
Mainland, most major companies are
SOEs - this is the biggest distinction to
make. Mainland China is a one-party
state and companies work in a highly
controlled environment, he said.

He pointed to the new directive for party
secretaries to get more involved with the
management of SOEs as an example of
the direction in which SOEs are going -
not towards privatisation but towards
more state control. He believes that those
expecting SOEs to be privatised are likely
to be disappointed. The state relies on
the profits from SOEs; he said, 'most
SOEs are there to provide money to the
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state so the state can use the money for
infrastructure development. They will be
there for a long time!

Speaker Edward Chow, Chair, HK Chapter,
Institute of Chartered Accountants in
England & Wales and Past President,
HKICPA, noted the extraordinary pace

at which the Mainland environment has
been transformed. He also noted, however,
some of the challenges going forward

- for example the practice of regularly
transferring senior managers from one SOE
to another. 'You may be asked to transfer
to another company the next day. That may
be in the national interests but is it in the
interests of shareholders?" he asked.

He also pointed to the duplication that
exists where independent directors
coexist with a supervisory board. Speaker
David Tam, Joint Company Secretary,
China Railway Group Ltd, also raised this
point. He pointed out that the agenda of
the supervisory board is often 90% the
same as that of the audit committee.

Despite the many differences which
exist, however, between the Mainland's
corporate governance regime and those in
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it is an interesting time for us all but,
despite the Stock Connect and the trend
of convergence between the Mainland
and Hong Kong, the two markets are
fundamentally different and those
differences will remain for some time still

V)

Wei Fang, Chief Representative in Hong Kong,
PetroChina Company Ltd

Hong Kong and the West, the opening up
of China's markets has brought benefits
for both sides. David Tam mentioned
that feedback from overseas investors
had provided China Railway Group with
a much better sense of international
standards of corporate governance.

Speaker Alfred Chan Wing-kin, Managing
Director, Hong Kong and China Gas
Company Ltd, highlighted the fact that
the Mainland has represented a major
opportunity for his company. Today, 60%
of its profits come from the Mainland.

He also discussed some of the hurdles
the company has encountered in this
journey. Like Estella Ng, he made the
point that there is no lack of good
regulations and guidelines on corporate
governance matters in the Mainland, but
the problems often arise through a lack
of implementation and enforcement, he
said. He also cited a number of drivers
which should lead to better recognition
of the importance of good governance in
the Mainland, such as the increase in the
number of corporate governance courses
offered in universities and the increasing
emphasis on professional standards.
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A passive investor’s guide
to active engagement

CSj talks to Pru Bennett, Head of BlackRock Investment Stewardship for Asia Pacific and a speaker
at the HKICS CGC 2016, about her approach to engaging with investee companies in Hong Kong
and the region.
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Could we start by talking about your background and your
role at BlackRock?

‘| am part of BlackRock's Investment Stewardship team. We have
teams in the US, the UK and the Asia Pacific, and | am Head of
Asia Pacific, with team members in Sydney, Hong Kong and Japan.
Our role is to provide oversight of the corporate governance of
the companies we invest in. A lot of BlackRock's investments are
passive, in the sense that they are in indexes or iShares. We are a
long-term investor because of the nature of passive investing -
selling is not an option!

While your investments are ‘passive, are you an ‘active’
investor in the sense of engaging with your investee
companies?

‘Very much so. We've got a fiduciary duty to our clients to look at
the issues on their behalf. We believe that a company that is well
governed should have a board comprising competent people with
a good mix of skills and experience that can provide the oversight
of management and contribute to the long-term sustainable
growth of the company. So proxy voting is one of things that

we do. We try to vote at all meetings of the companies we have
invested in. If we are invested in a company that has governance
concerns and performance problems, we have a duty on behalf
our clients to do something:

So is the composition of the board the key information you
are looking for when monitoring your investee companies?
‘We look closely at who is on the board. Generally there is

not enough information disclosed on directors, such as their
background, what skills they bring to the board and the process

for selecting independent directors. There is a lack of transparency
on those issues in the region. However, we don't push the
independence issue - some of the most competent directors that

| have met in Hong Kong are not independent and they are often
family members. Some of the most incompetent that | have come
across are technically independent. So, for us, the important thing is
whether the company has competent directors on the board. When
you have a family controlling 30% to 40% of the company there is
a strong alignment with their interest because they are long-term
shareholders like us, so there should be that strong alignment:

How do you go about assessing the competence of board
members?

‘That comes down to face-to-face meetings. On the other hand, if
you pick up an annual report and read the chairman's statement,
| think you can tell if it is written by the marketing department
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or the chairman. You can learn a lot about a company through
its disclosure, particularly about its culture and its attitude to
shareholders.

What is your view of the new HKICS research report on
shareholder communications?

‘| think it is a really good start and it would be interesting if
there is a follow up in a couple of years so we can see how the
issue has shifted. The report raises a big issue and shows the
shift in the way things are done in Hong Kong. Ten years ago,
listed companies were probably not engaging much with their
foreign shareholders, or even their local investors, but there is
a realisation now that companies need to engage with them to
understand what their views are and to address those views.

When we meet with a company it is very much a two-way street.
We go into a meeting with a well-prepared agenda raising any
concerns we have, but we wait for the company to respond; we
don't go in and say that you have to do this and that. We don't
take a tick-the-box approach!

What role do you think company secretaries can play in
shareholder communications?

‘We have a lot to do with company secretaries; they are the

prime source of contact if there is an issue. In Hong Kong, the
role of the company secretary is a statutory role - the Companies
Ordinance requires all companies to have a company secretary. So
it is very different from, let's say, an investor relations role.

Moreover, company secretaries have regular communication with
the board. Previously, engagement of shareholders tended to be

Highlights

e  corporate disclosures generally lack information on
directors, such as their background and what skills they
bring to the board

® getting the right directors on the board is about adding
value to the company and its long-term growth and
prospects, rather than just about ticking some boxes

® company secretaries, with their relationship with the
board, have an extremely important role as a point of
contact for engagement with shareholders
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with general management, such as the CFO and CEQ, but now that
we focus on governance issues it is really the board that we want
to talk to. That's where company secretaries, with their relationship
with the board, have an extremely important role as a point of
contact for engagement with shareholders. Now how companies
set up their company secretary function, versus the investor
relations function, varies from company to company. | don't think
there is a one size fits all; it really does depend on the company!

The report makes the point that shareholder engagement

is still seen more as a compliance issue rather than as

a strategic advantage - does this tally with your own
experience of the market?

‘Yes, and | think corporate governance in Hong Kong is often seen
as a compliance issue rather than a strategic issue. This again
comes back to getting competent directors on the board with a
mix of skills and expertise that matches the company's strategy
and business. That's what is most important and what helps add
value to the company in the longer term, so it is a strategic issue.

If you have a board of nine, having three directors that you

can technically call ‘independent’ is a compliance issue; having
directors on the board which have been selected through a sound
process is a strategic issue. We would like to see a shift towards

a recognition that this is about adding value to the company and
its long-term growth and prospects, rather than just about ticking
some boxes!

The majority of Hong Kong listed companies are closely held
and shareholder engagement looks very different from that
perspective; the majority shareholder will tend to be highly
engaged with the company. Does the issue then become
more about the treatment of minority shareholders?

‘One of the good things about Hong Kong is the fact that, with
related-party transactions, minority shareholders have quite
significant rights. It is therefore in the interests of the block
shareholder to ensure they there is a good relationship between
the minority shareholders and the company. The block shareholder
can't vote on related-party transactions and there have been some
significant examples of minority shareholders voting down such
transactions recently, such as the proposed merger of Cheung
Kong Infrastructure Holdings and Power Asset Holdings. So it is
really important for that relationship to be there and for the board
to be transparent and accountable to their shareholders. Minority
shareholders are a great source of capital for companies as they
grow and continue to require capital to fund that growth!
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Is the trend in Hong Kong towards better engagement with
minority shareholders?

‘At the moment, family-controlled companies can be summarised
as having three types of approaches to corporate governance
and minority shareholders. The first has no interest in minority
shareholders. We often see them having businesses outside

the listed company that tend to do better than those inside

the listed company. Then there is another group of companies
where corporate governance is regarded as a compliance issue,
in the way we talked about before. The third type of company
sees corporate governance from a strategic perspective, is more
transparent and tends to have more competent boards. | would
like to see the last group increase in size!

Are you seeing a trend towards that third type of company?
When | look at most CSR reports, they have pictures of the board
with white helmets and orange vests on. There is usually a picture
of the chairman handing over a cheque to his favourite charity and
pictures of staff at a charity run. That doesn't convey the message
of the company, it is not strategic and it's not talking about what
exposure the company has to environmental and social issues.

However, we have seen changes in behaviour of boards through
our engagement. An example of that is a company that had a
manufacturing facility in China. We engaged with the company
about their biggest risk - which was how they managed their
human capital. In the meeting, we discussed what had happened
to other companies where press reports about the poor
treatment of employees had resulted in the loss of big customers,
particularly customers in the US or Europe.

A year later when we met up with them, they had completely
changed the way they looked at disclosure. They were more
transparent about how they were managing human capital. They
had started initiatives like the development of an employee's
opinion survey and things like that. They recognised that human
capital is a strategic issue that they needed to report on to their
shareholders:

How important is environmental, social and governance
(ESG) information for investors?

‘There is a view in the market that sustainability reports are just
an extra report and extra cost. From an investor's perspective,
what we are after is information that shows us that the company
understands its exposure to environmental and social issues,

and informs us about how those issues are being managed. This
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1 think corporate governance
generally in Hong Kong is seen
as a compliance issue rather
than a strategic issue

)

information, if it is material, should have already been reported
to the board via the risk register; the board should have monthly
reports from the risk register. So it is really a case of packaging
that information in a way that is suitable for shareholders - it is
not additional information.

Do you support integrated reporting?
‘| am a supporter of integrated reporting, but | think for any
company that makes the decision to adopt integrated reporting,
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it probably has a three to five years transition to get there. Prior
to being involved in governance, | used to prepare consolidated
accounts and annual reports, and what integrated reporting does
is it gets the preparer of the reports to look at reporting from
the 'six capitals’ perspective. | think it will change the mindset of
people who have that role and provide more information about
the long-term sustainable growth of companies:

So is it the ‘integrated thinking’ that is the most valuable
part of the exercise?

‘That's a very good way of putting it. It really changes your
thought processes on reporting and what you are doing:

We have discussed companies’ responsibilities to engage
shareholders, but what about shareholders’ responsibilities in
that dialogue? In particular, what is your view of the SFC's
recently published ‘Principles of Responsible Ownership'?
‘We are very supportive of the SFC initiative. We have a dedicated
team for investment stewardship and our operations complies

matching and corporate governance advisory.

D.F. King is the leading global provider of proxy solicitation services, founded in 1942. The company comprises two
sister businesses which work together to deliver a seamless global service: D.F. King Inc in the Americas, which is
owned and managed by Link Group network company American Stock Transfer & Trust Company Ltd (AST) and

D.F. King Ltd, which is owned and managed by Orient Capital and services clients in all markets outside the Americas.

With offices in Hong Kong, London, Paris and Frankfurt, D.F. King Ltd secures shareholder support for listed
companies in situations such as annual general meetings, extraordinary meetings and takeovers. Our services
include proxy solicitation, acceptance chasing for takeovers, takeover defence, shareholder activist defence, vote

Annually, D.F. King Ltd works on more than 350 campaigns across the globe. Our services assist companies to gain
approval for their resolutions at general meetings, typically with resounding levels of support. In addition, our long

and rich experience in M&A work is valued by companies looking to ensure that their takeovers occur as smoothly as
possible and that they possess a clear understanding of the ultimate outcome of a transaction well ahead of its close.
Our clients can monitor the progress of their campaigns in real-time through our unique web-platform, miraqle®.

D.F. King Ltd is part of the Link Group of Companies.

D.F. King Ltd - Asia
Ken Abela

Associate Director, Asia
T +852 3953-7200

Ken.abela@dfkingltd.com
www.dfkingltd.com

D.F. King Ltd - EMEA
David Chase Lopes

www.dfkingltd.com

Part of Link Group | Corporate Markets

Managing Director, EMEA
T +33(0) 1809568 74
david.chaselopes@dfkingltd.com

Orient Capital

Vivek Aranha

CEQO, Asia m’
T +852 3953 7200

aranha@orientcap.com N
www.orientcap.com

dfkingltd.com
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Voting primer

with the SFC's principles, so we actually haven't had to change
our processes. This is a global team and we have consistent
operations throughout the regional teams. We report quarterly on
our voting and engagement activities and you can find out about
our approach to stewardship in the Investment Stewardship
section of our website!

Corporate governance standards in Hong Kong have generally
been regulator-led - do you think investor pressure will play
a greater role in the future?

‘Absolutely. An environment that relies on regulation to drive
reporting won't work. Regulation and legislation are very, very
important, don't get me wrong. Having a strong regulator with

a focus on enforcement is extremely important in any market,
but we want companies that go beyond what the regulations
require. In this market there are a couple of big investors that are
engaging in getting the message to companies that this is not
about compliance, it is about strategy and adding value!
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How do you think the issues we have discussed today will
develop over the next 10 to 20 years?

'| think standards will improve in Hong Kong. As shareholders
we raise things in a constructive way, we put our views
forward and we do take into account the company's views

in our processes. | think as boards come to understand how
and why we use the information, rather than the current view
that this is just another report we have to produce, and as
they start getting the strategic aspects of this in terms of this
being good for the company in the longer term, | think things
will change in a positive way:

Pru Bennett was interviewed by Kieran Colvert,
Editor, CSj.

More information on BlackRock’s engagement
principles is available on its website:
www.blackrock.com.
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Professional Development

8 August

Guardian role of
professionals in upholding
ethical governance

Chair: Eric Chan FCIS FCS(PE), Chief Consultant, Reachtop
Consulting Ltd
Speaker: Elis Leung, Senior Community Relations Officer, Hong
Kong Business Ethics Development Centre, Community
Relations Department, Independent Commission
Against Corruption

16 August

Company secretarial practical
training series: annual general
meeting — private and listed
companies (re-run)

Chair: Sally Chan FCIS FCS, Assistant Company Secretary, CLP
Holdings Ltd
Speaker: Francis Yuen FCIS FCS, Institute Education Committee
Member & Chairman of Assessment Review Panel, and
Director of a consulting company

22 August
The enforcement of investor
protection laws

Chair: Mohan Datwani FCIS FCS(PE) CAMS, Solicitor, Senior
Director and Head of Technical and Research, HKICS
Speaker: Jenifer Varzaly, The University of Cambridge
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22 August
Director's duty in practice

Chair:  Professor CK Low FCIS FCS, Associate Professor in
Corporate Law, CUHK Business School
Speaker: Jenifer Varzaly, The University of Cambridge

24 August
PEATERENINATELW
898201 (re-run)

Chair: Ernest Lee FCIS FCS(PE), Institute Council Member,
and Partner, Assurance, Professional Practice, EY
Speaker: Joe Zou, Managing Director, China Tax and Business
Consultants Ltd

25 August

Company secretarial practical
training series: options for
winding up a Hong Kong
private limited company:
liquidation vs deregistration

Chair: Edmond Chiu FCIS FCS, Institute Membership
Committee Member, and Head of Corporate Services,
VISTRA Hong Kong
Speaker: Frances Chan FCIS FCS, Director, Head of Corporate
Secretarial Services, TMF Group Hong Kong
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29 August

How to deal with the 3 'C's

when they come knocking

- an overview of the dawn

raid and investigative powers

of the ICAC, SFC and CC

(Competition Commission) |

and practical tips on dealing with them

Chair: Susan Lo FCIS FCS(PE), Institute Professional

Development Committee Member, and Executive
Director, Director of Corporate Services and Head of
Learning & Development, Tricor Services Ltd

Speakers: Sherman Yan, Managing Partner, Head of Litigation
& Dispute Resolution; and Dominic Wai, Partner, ONC
Lawyers

1 September

Company secretarial practical
training series: board
evaluation - the role of the
company secretary (re-run)

Chair: Mohan Datwani FCIS FCS(PE) CAMS, Solicitor, Senior
Director and Head of Technical and Research, HKICS
Speaker: April Chan FCIS FCS, Institute Past President and
Chairman of Technical Consultation Panel

2 September
Company secretarial practical :
training series: risk

management (re-run)

Chair: Dr Eva Chan FCIS FCS(PE), Institute Treasurer and
Chairman of Membership Committee, and Head
of Investor Relations (IR), C C Land Holdings Ltd

Speaker: Michael Chan, Chief Executive, C&C Advisory
Services Ltd

Condolence message

Our Institute is deeply sorry to receive the sad news
that Douglas Charles Oxley, a Council member and a
fellow of the Institute passed away on 27 September
2016. Look out for Mr Oxley's obituary in the next
edition of CSj.

Date Time Topic ECPD points

18 Oct 2016 4.30pm - 6.00pm Company secretarial practical training series: investor relations and 1.5
shareholder communication

19 Oct 2016 6.45pm - 8.15pm Corporate risk and risk management 1.5

25 0ct 2016 6.45pm - 8.15pm Company secretarial practical training series: reqular financial 1.5
reporting preparation (re-run)

28 Oct 2016 4.30pm - 6.00pm Updates on the Hong Kong listing rules and IPO practice 1.5

1 Nov 2016 4.30pm - 6.00pm Company secretarial practical training series: ESG reporting 1.5

For details of forthcoming seminars, please visit the ECPD section of the Institute’s website: www.hkics.org.hk.
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Professional Development (continued)

Online CPD seminars to be launched

The Institute will launch a new series of online CPD seminars in October 2016 in collaboration with The Open University of Hong Kong
(OUHK). Through the online learning platform of OUHK, members, graduates and students will be able to easily access selected video
recordings of seminars with any smart devices anytime, anywhere. The launch of online CPD seminars will enable members to schedule
their professional learning more flexibly.

More details please refer to page 33 or the ECPD section of the Institute's website: www.hkics.org.hk.
MCPD requirements

Members are reminded to observe the MCPD deadlines set out below. Failing to comply with the MCPD requirements may constitute
grounds for disciplinary action by the Institute's Disciplinary Tribunal as specified in Article 27 of the Institute's Memorandum of Articles.

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

2016/2017 1 January 1995 - 31 July 2016 13.5 (at least 2.5 ECPD points) 30 June 2017 31 July 2017

2017/2018 On or before 30 June 2017 15 (at least 3 ECPD points) 30 June 2018 31 July 2018

Key update on the revised MCPD policy (effective from 1 August 2016)

Revised MCPD Policy
(effective from 2016/2017 CPD year)

Extended a. participation in Institute activities as a mentor/coach for the Institute or other professional
coverage of CPD associations or institutions
activities

b.  being an external examiner/assessor for the Institute or other professional associations or institutions
for the promotion of education or professionalism in the key areas of learning

c.  participation in committees of the Institute other than technical committees of the Institute or
committees of other professional associations or institutions for the promotion of education or
professionalism in the key areas of learning

A maximum of five CPD points in each CPD year can be earned in each category under (a)-(c), excluding
activities of members/graduates' own occupation.

Full exemption Full exemption from the MCPD requirements would be granted for the following reasons:
from MCPD long-term illness

compliance
pregnancy

period of unemployment for over six months, or
retirement.

Applications, with proof, should be submitted to the Institute by 31 July each year.
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The Institute's 10th biennial Corporate Governance Conference
(CGC 2016), themed 'Corporate governance inside and out

- forces shaping the corporate governance landscape’, was
successfully held on 23 and 24 September 2016 in Hong Kong
with an attendance of around 300. Insights on corporate
governance were shared among attendees and thought
leaders from the corporate governance, legal, regulatory, risk
and finance, and other fraternities at the conference.

The HKICS would like to thank the speakers, panellists, event
and panel chairs, sponsors, delegates and all those who
helped in the organisation of the CGC 2016.

More photos are available at the Gallery section of the
Institute’s website: www.hkics.org.hk.
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Advocacy

The Institute launched a new _Eh

research report (Shareholder $ = Hong Kor~ tnstitute
Communications for Listed Issuers i S o @ |

- Five Imperatives to Break the .“; '
Monologue) at a press briefing on
21 September 2016. The report
reveals that the majority of Hong
Kong's listed companies fall short
of delivering what investors expect
of shareholder communications.
The survey, on which the report is
based, elicited some 400 responses A press briefing was held in September 2016 to launch the report
in March and April 2016, and

showed that companies' The Institute would like to thank the respondents who provided their views and insights to the survey.
interactions with shareholdersare  The Institute also thanks CLP Holdings Ltd for their generous sponsorship of the report, and BlackRock
driven more by compliance with Asset Management North Asia Ltd; Computershare Hong Kong Investor Services Ltd; Hermes

existing rules and requlations than  Investment Management; Orient Capital Pty Ltd; and Tricor Services Ltd for their support.
a genuine desire to proactively
engage with the shareholder base.  The report is available on the Institute’s website: www.hkics.org.hk.

The Annual General Meeting of the Institute of Chartered Secretaries and Administrators
(ICSA) was held on Wednesday 14 September 2016 at 17.45pm (local time) at the Four
Seasons Hotel, Sydney, Australia. The agenda was:

Institute of Chartered Secretaries and

Administrators
1. To receive and consider the report of the Council on the business of the Institute (o <
AGM 2016

for the period ended 30 June 2016.

2. To receive comprehensive financial statements of the Institute for the period ended
30 June 2016.

The vast majority of the voting members approved the resolutions put forward at the H
annual general meeting. - SR -:_._

For details, please refer to the News section of the Institute’s website: www.hkics.org.hk At the ICSA annual general meeting in Sydney

The Council of the Institute of Chartered Secretaries and Administrators (ICSA) held its meeting in Sydney, Australia on 15 and 16
September 2016, while the ICSA divisional chief executives held their meeting on 14 September 2016.

October 2016 38



CSJ Institute News

On 6 September 2016, Chief Executive Samantha Suen FCIS FCS(PE)  They also visited the Taiwan Stock Exchange (TWSE) and met

and Beijing Representative Office Chief Representative Kenneth with officials of TWSE, including: David Yang, Senior Executive
Jiang FCIS FCS(PE), attended the Annual Forum of the Taiwan and Vice-President; Yuan Cheng-hua, Vice-President, Corporate
Institute of Directors (TWIOD). TWIOD's 2016 White Paper Value Governance Department; Tracy Y Chen, Associate, Corporate
Competitiveness Report was launched. Ms Suen's article ‘A Brief Governance Department; and Huang Yu-san, Attorney-at-
Introduction to the Company Secretarial System in Hong Kong' Law, Corporate Governance Department. Both parties agreed
was published in the September Edition of The BOD Review, a to keep in close contact and seek cooperative opportunities in
publication of TWIOD. the development of the company secretarial profession and

promotion of good corporate governance.
On 7 September 2016, the HKICS representatives also met and
exchanged views with potential founders who are in the course
of setting up an association for corporate governance officers/
company secretaries in Taiwan and some regulators. Ms Suen
gave a presentation on the work that HKICS is involved in and
its impact on local and global capital markets, as well as the
corporate governance system in general.

O LAwsrdn

AANH-2BEN

Samantha Suen, Paul SC Hsu, TWIOD Chairman, and Kenneth (From left) Huan Cheng-hua, David Yang, Samantha Suen,
Jiang at the TWIOD dinner Kenneth Jiang and Tracy Y Chen at the TWSE

Effective from 15 September 2016, The Chartered Secretaries Foundation Ltd has changed its name to The Hong Kong Institute of
Chartered Secretaries Foundation Ltd (the Foundation). The Foundation is a wholly-owned subsidiary of HKICS, aiming to support
education and research in company secretarial, legal, accounting and business studies; the promotion of corporate governance; the
Chartered Secretarial profession; and related charitable activities.
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Membership

Congratulations to our new graduates listed below.

Au Wai Ching

Chan Chiu Wing
Chan leok Mun
Chan May See

Chan Pui Man, Angie
Chan Pui Sim

Chan Tin Chun, Steven
Chan Tsz Yeung
Chan Tung Yi

Chan Wai Yu

Chan Wing Yu

Chan Yu Choi

Cheng Mei Ting
Cheung Kwun Kiu
Cheung Siu Chun

Chan Ka Ching, Marina
Chan Kit Man, Fanny
Chan Yuen Mui

Chau Wai Yee

Cheng Pui Man

Cheung Cham Yan, Joyce
Cheung Man Yee

Chiu Shuk Kuen

Chow Ka Lai

Chow Yue Hin ,Terence
Choy Ngar Ling

Chung Su Ling

Cui Wei

Fung Ming Lee

Ho Ka Yan

Ho Sze Ting

Hui Man Chun

Hui Sze Ho, Davis
Kaur Satpreet

Kwan Lai Ki

Kwan Ming Sum, Joyce
Kwan Yan Tung

Lam Chi Shan

Congratulations to our new associates listed below.

Cho Yuk Han

Chong Hoi Ling

Chong Ki Fung

Fung Ching Yee

Gao Yuan

Hui Yin Shan

Lee Ka Wing, Catherine
Lee Kin Chung

Lam Chun Yat
Lam Hiu Man
Lam Wing Chi
Lau Mei Wah
Lau Wing Chuen
Lee Man Yu

Lee Wing Yan
Lee Wing Yu
Leung Cheuk Hei
Leung Hoi Yan
Leung Kin Yan
Li Chak Kan

Li Wai Shan

Liao Xiaoging
Lu Heng

Lee Shuk Yin, Rosita

Leung Karmen
Li Hoi Tung

Li Min Di

Li On Ki

Li Ping Yui

Liu Wei

Ng Chun Mui

Ly Mei Fong
Ma Ching Fung
Ma Ling

Mak Kam Chun

Ng Kwok Kei, Sammy
Ng Lok Man, Jackie

Ng Sui Man

Ng Yee Kwan
Pang Kai Cheong
Pau Yim Chuen
Pun Wai Hang
Sin Yuk King

Tang Sui Ying, Linda

Tian Lina
Tsang Sau Lai

Pang Wing Sze
ShiYu

Shiu Wing Yan
Shum Kit Han
Tan Xi

Tang Wing Fong
Wan Hoi Ying
Wong Ka Yee

Veremeeyv, Nikolay

Wan Pui Ying

Wan Sau Kwan

Wan Yuen Ki, Eunice
Wang Xiao Xue

Wong Cheung Ki, Johnny
Wong Kin Cheung
Wong Kwan Yi, Queenie
Wong Sze Lok

Yau Hong Chun

Yau Kar Yi, Grace
Yeung Yu Ching

Yuen Yee Yi, Janice

Wong Yan

Yeung King

Yeung Man Sun
Yip Tsui Shan

Yiu Hang Ching

Yu Hiu Kwan, Hilda
Zou Dan

The Chartered Secretary Mentorship Programme will be running its third term in 2017. The Institute invites members, graduates and
registered students to join the 2017 programme which will be launched in December 2016. Mentorship is a personal development tool
outside the formal training process which offers significant benefits to both mentors and mentees. The Institute has received positive
feedback from mentors and mentees involved in previous mentorship programmes. The application deadline is Wednesday, 9 November
2016. For details, please visit the Institute's website: www.hkics.org.hk.

For enquiries, Melani Au at: 2830 6007, or email: member@hkics.org.hk.
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14 August
HKICS Dragon
Boat Team -

Ap Lei Chau Race

PR
o

Members, families and friends supporting the

24 August
Young

Group -
introduction
to the world
of wine (co-
organised
with HKICPA)

Tie

Memobers learning to appreciate red wine at the

team HKICPA Centre
27 August 10 September
Young Group - Fellows Only -
Flower art REESXZ
arrangement
Members with their floral masterpieces At the gathering
Date Time Event

19 October 2016

23 October 2016

27 October 2016

29 October 2016

6.30pm - 8.30pm

8.30am - 4.30pm

6.00pm - 8.30pm

12.15pm - 4.00pm

5 November 2016 9.30am - 1.00pm

Chartered Secretary Mentorship The app!|cat|on deadline for any
Programme - mentors and mentees concessionary rate subscription is Monday

social gathering (by invitation only) 31 October 2016. For details, please visit
the Institute's website: www.hkics.org.hk.
For enquiries, please contact Rose Yeung
Networking Drinks (organised by at: 2830 6051, or Melani Au at: 2830
Michael Page) 6007, or email: member@hkics.org.hk.

The Repulse Bay Dragon Boat Races

Members' Networking - Visit to Tsz
Shan Monetary

Community Service - CSR angels:
cookies baking workshop

For details of forthcoming membership activities, please visit the Events section of the

Institute’s website: www.hkics.org.hk.
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International Qualifying Scheme (1QS) examinations

Examination timetable

Tuesday Wednesday Thursday Friday
6 December 2016 7 December 2016 8 December 2016 9 December 2016
Hong Kong Financial ~ Hong Kong Strategic and Operations Corporate Financial
9.30am - 12.30pm .
Accounting Corporate Law Management Management
2.00pm - 5.00pm Hong Kong Taxation ~ Corporate Governance  Corporate Administration Corporate Secretaryship

1QS study packs

Students can order the study packs on Corporate Administration,
Corporate Governance, Corporate Secretaryship and Hong Kong
Corporate Law. The order form can be downloaded from the
Studentship section of the Institute's website: www.hkics.org.hk.

Examination technique workshops

The Institute will organise a series of three-hour 1QS examination
technique workshops. These workshops, commencing in late
October, aim to help students improve their examination
techniques. Each workshop costs HK$500. Students may
download the enrolment form from ‘Exam Workshop' under the
Events section of the Institute's website: www.hkics.org.hk.

The Institute organised orientations for newly-admitted
students of the Institute-endorsed Collaborative Courses in
corporate governance offered by the City University of Hong
Kong, The Open University of Hong Kong and The Hong Kong
Polytechnic University in August 2016. These orientations aim to
familiarise students with the Institute as well as the studentship
registration requirements.

At City University of Hong Kong
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At The Open University of Hong Kong
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Subject prize winners from the June 2016 1QS examination
diet share their study experiences and give tips to students
on the best way to prepare for the 1QS examinations.

Corporate Governance -

Ng Yee Kwan, Edward

Edward is currently an Assistant
Accounting Manager in a leading
telecom company overseeing
investment projects. He has a
bachelor's degree in accountancy from the Chinese University of
Hong Kong. He completed the IQS Examinations in June 2016 and
is now a graduate of HKICS.

This was Edward's first attempt at taking the Corporate Governance
examination. He studied the study packs provided by the Institute
and practiced the past papers. Furthermore, he read the reference
materials recommended by the Institute which were very useful.

He suggests students should keep an eye on the major changes in
the business community, especially those relating to legislation.
This will enable students to apply what they have learnt from study
materials to the real business environment.

Edward found the study materials helpful for examination
preparation. The study packs are well structured and summarise
all the key areas and provide illustrative examples to help
students understand the principles and rules. It is much easier
and more efficient to study the packs than attempting to read the
legislation directly.

The biggest challenge for Edward was the need to study such
a wide scope of information in a limited time. He started his
preparation early - reading the materials, going through the
syllabus and identifying the focus areas of the subject. He also
prepared a well-structured study plan.

With the higher level of sophistication in laws and regulations,
Edward believes that there is an increasing demand for expertise
in compliance matters for corporations, especially listed
companies. The Chartered Secretarial qualification has not only
equipped him with comprehensive and solid knowledge on
company secretarial matters, but also offers strong recognition in
the business community for career development. He has gained

a lot of confidence in giving advice and explaining various board
structures, compliance requirements and corporate governance
issues in his work. He is also able to solve problems arising from
different investment projects involving both the internal company
secretarial department and external parties such as joint venture
partners from a corporate regulatory perspective.

The 1QS syllabus covers both routine business issues and professional
compliance requirements. Edward belives that the 1QS has
broadened his horizon and expertise, allowing him to provide advice
and solutions on various corporate administrative and regulatory
requirements from different perspectives. This has enhanced his
contributions and work performance. He observed that there is

an increasing public awareness of business ethics and compliance
requirements for big corporations, the role of the company secretary
is getting more and more recognition from management. Obtaining
a Chartered Secretarial qualification through the 1QS examination

is a valuable asset which helps to increase your career options and
furthers one's career development.

Corporate Governance -

Siu Wing Shan, Stephanie
Stephanie is currently working as

an accountant in a commercial

firm. She has a bachelor's degree in
accountancy from City University of
Hong Kong.

This was Stephanie's first attempt at taking the Corporate
Governance examination. She was encouraged by her boss to pursue
the Chartered Secretarial qualification due to the rapid expansion of
her company which demanded qualified company secretaries. Her
study strategy was to focus on the last five years' past examination
papers after revising the whole study pack. She sorted the past
examination questions by topic and answered all questions.

She found the Institute's study materials useful. Having studied
the reference materials in-depth, she was able to work out

the answers more easily during the examination. Furthermore,
having relevant work experience was useful for preparing for the
examination. For example, working for a listed company gives you
a better understanding of the roles of chairman, directors and
board committees. This knowledge makes it easier to prepare for
the Corporate Governance examination.
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Studentship

To promote good corporate governance awareness among local undergraduates, the

Institute has been running its 'Corporate Governance Paper Competition and Presentation
Award' since 2006. This year's topic was 'Internal and external forces for better corporate

governance. The six finalist teams attended the Paper Presentation Competition on 10
September 2016. The Institute congratulates the winners listed below.

Paper Writing Competition

Champion

Chan Sze Wai, Chiu Wai Hung and
Wong Ho Wai, The University of Hong
Kong

First runner-up

Lau Tien Zhen, Jeremiah, Chinese
University of Hong Kong; and Luk
Wing San, Winson and Wong Shun Kit,
Charles, The Hong Kong University of
Science and Technology

Second runner-up

Lee Yee Man, Hang Seng Management
College, and Wong Wan Lung, City
University of Hong Kong

Paper Presentation

Best Presenter Award

Lau Tien Zhen, Jeremiah, Chinese
University of Hong Kong; and Luk Wing
San, Winson and Wong Shun Kit, Charles,
The Hong Kong University of Science and
Technology

First runner-up

Chan Hiu Wa, Lydia, Mari Matsuda and
Shaw Jun Wu, Geoffrey, City University of
Hong Kong

Second runner-up

Chan Sze Wai, Chiu Wai Hung, and Wong
Ho Wai, The University of Hong Kong

(From left, front row) Dr Tommy Leung, Tony Chan, Louisa Lau, David Yip, Dr Linsey Chen,
Paul Yeung, David Fu, Philip Miller, Dr Raymond Wong, Dr Olivia Leung, Dr Lawrence Lei
and Oswald Huang; (from left, back row) Candy Wong, the presentation competition
participants and Samantha Suen
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The Institute would like to thank the
following individuals and organisations
(listed in alphabetical order of their
surnames) for their contribution and support.

Reviewers

Dr Linsey Chen, Assistant Professor,
Department of Accountancy, Hang Seng
Management College

e  Professor David Donald, Professor,
Faculty of Law, Chinese University of
Hong Kong

e  David Lai, Lecturer, Department of
Accounting, Hong Kong University of
Science and Technology

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

e  Professor Richard Simmons, Associate
Professor, Department of Accountancy,
Lingnan University

e Dr Davy Wu, Senior Lecturer,
Department of Accounting & Law,
Hong Kong Baptist University

e David Yip, Senior Teaching Fellow,
Department of Accountancy, City
University of Hong Kong

e DrKP Yuen, Senior Teaching Fellow
and Associate Head (Teaching), School
of Accounting and Finance, The Hong
Kong Polytechnic University

e DrSusana Yuen, Associate Professor,
Lee Shau Kee School of Business and
Administration, The Open University of
Hong Kong
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Papers Panel Judges Papers Presentation Judges Sponsors
Dr PM Kam FCIS FCS, former Chief David Fu FCIS FCS(PE), Company Secretary, e CUHK, School of Accountancy
Executive Officer of the Financial John Swire & Sons (HK) Ltd
Reporting Council ® Ernst & Young
®  Philip Miller ACIS,

e Dr Brian Lo FCIS FCS(PE), Vice- Assistant Company Secretary, HSBC e Noble Group

President & Company Secretary,

APT Satellite Holdings Ltd e  Paul Yeung ACIS, Commission e Sino Group

Secretary, Commission Secretariat,

e Joseph Mau FCIS FCS, Managing Securities and Futures Commission e Tricor Services Ltd

Director-Listing & Regulatory Affairs

& Company Secretary, Hong Kong e The Hong Kong Institute of Chartered

Exchanges and Clearing Ltd Secretaries Foundation Ltd (formerly

known as The Chartered Secretaries
Foundation Ltd)
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For enquiries, please contact Vicky Lui at 2830 6088 or member@hkics.org.hk.

The Hong Kong Institute of Chartered Secretaries EBIFHFWENE (Incorporated in Hong Kong with limited liability by guarantee)
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Studentship (continued)

Jerry Tong FCIS FCS, member of the Institute's Education
Committee attended The Open University of Hong Kong (OUHK)
Scholarship & Bursary Awards Presentation Ceremony on 26
August 2016. At the ceremony, he presented the Chartered
Secretaries scholarships donated by The Hong Kong Institute of
Chartered Secretaries Foundation Ltd (formerly known as The
Chartered Secretaries Foundation Ltd) to the following students.

Master of Corporate Governance (MCG) programme
Wong Wai Ching

BBA in Corporate Administration (Part-time) programme
Lena Chan

OUHK Scholarship & Bussary Awards Presentation Ceremony

Studentship Renewal
Students whose studentship expired in August 2016 are reminded
to settle the renewal payment by Monday 24 October 2016.

Exemption Fees
Students whose exemption approved via confirmation letter on
July 2016 are reminded to settle the exemption fee by Thursday
27 October 2016.
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The Postgraduate Programme in Corporate Governance, offered
by The Open University of Hong Kong (OUHK), commenced in
Shanghai in September 2016. Thirty-three students were admitted
in the inaugural intake.

An orientation was held at the East China University of Science
and Technology (ECUST) in Shanghai on 11 September 2016.

Dr Susana Yuen, Associate Professor from OUHK; Professor Cheng
Hua and Gao Jianbao from ECUST, and Candy Wong, Institute’s
Director of Education and Examinations, welcomed the new
students.

From left: Candy Wong, Dr Susana Yuen, Professor Cheng Hua
and Gao Jianbao

At the orientation
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The Stock Exchange of Hong Kong Ltd (the Exchange), has
published the findings of its latest review of listed issuers' corporate
governance practices. The Exchange reviewed the corporate
governance reports of 81 issuers with the financial year-end date
of 30 June 2015 and analysed their compliance with the Corporate
Governance Code requirements in the listing rules. The listing rules
require issuers to state whether they have complied with the Code
Provisions set out in the Code for the relevant accounting period in
their interim (or half-yearly) and annual reports. Under the ‘comply
or explain’ principle, where an issuer deviates from the Code
Provisions, it must give considered reasons.

The Exchange's latest review, along with the two previous reviews
of issuers' reports with year-end dates of 31 December 2014

and 31 March 2015, show that, whilst the issuers’ compliance
level with the Code was high, the quality of explanations given
for deviating from Code Provisions was varied and reflected a
degree of 'boilerplate’ language. ‘We observed a certain degree of

"boilerplate” style explanations which were vague and had been
repeated year after year, the review states.

'Issuers should avoid the temptation of box-ticking and instead
provide well-considered reasons for non-compliance with

Code Provisions in corporate governance reports, said David
Graham, Chief Regulatory Officer and Head of Listing, Hong Kong
Exchanges and Clearing.

Furthermore, some issuers did not disclose board diversity policies
and did not provide an explanation. Code Provision A.5.6 states
that issuers should have a policy on board diversity and should
disclose the policy or a summary of the policy in their corporate
governance reports.

More information is available on the Exchange's website:
www.hkex.com.hk.

The Stock Exchange of Hong Kong Ltd
(the Exchange) and Hong Kong Securities
Clearing Company Ltd (HKSCC), have
published new information to facilitate
preparation for the implementation of
the Shenzhen-Hong Kong Stock Connect
(Shenzhen Connect). Subject to market
readiness and approval by the China
Securities Regulatory Commission and
the Hong Kong Securities and Futures
Commission, the Exchange expects the
Hong Kong market to be ready for the
implementation of Shenzhen Connect in
the second half of November.

The revised ‘Information Book for Market
Participants', frequently asked questions
and the proposed amendments to the
rules and operational procedures relating
to Shenzhen Connect are available on the
Exchange's website.

The proposed amendments to the rules
and operational procedures relating to
Shenzhen Connect mainly expand the
coverage of the current Exchange and
CCASS rules and operating procedures to
reflect differences in trading arrangements
and market practices between Shanghai
and Shenzhen. Connectivity testing and
market rehearsals have been scheduled
for October and November to verify that
market participants are ready for the
launch of Shenzhen Connect.

More information is available on the
Exchange's website: www.hkex.com.hk.

The Securities and Futures Commission
(SFC) and the Stock Exchange of Hong
Kong Ltd (the Exchange), have announced
a two-month extension of the deadline
for responding to the joint consultation
on the proposed enhancements to

the Exchange's decision-making

and governance structure for listing
reqgulation. The consultation period will
now end on 18 November 2016.

The consultation document - Joint
Consultation Paper on Proposed
Enhancements to the Stock Exchange of
Hong Kong Limited's Decision-Making
and Governance Structure for Listing
Regulation’ - is available for download
from the SFC and the Exchange websites:
www.sfc.hk and www.hkex.com.hk.
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To advertise your vacancy, contact Jennifer Luk:
Tel: +852 3796 3060
Email: jennifer@ninehillsmedia.com

F R I 0 5 3 A A PR ]
LI CHEUNG KONG PROPERTY HOLDINGS LIMITED

(A limited liability Cayman Islands company registered and listed in Hong Kong)

To cope with our continuous growth, we are looking for energetic candidate(s) to join us as:

Chief Group General Counsel, Company Secretarial Department
Ref: KYI-CGGC

e A qualified solicitor with at least 15 years of related experience from listed
companies at managerial level

e Affluent with listing and compliance rules and regulations, with an in-depth
knowledge of the Listing Rules, the Companies Ordinance and provisions of the
Securities and Futures Ordinance that apply to listed companies

. Sound leadership, excellent interpersonal skills and abilities to ride on challenges

. Excellent command of both written and spoken English and Chinese

We will offer attractive compensation package to the right candidate. Please send application enclosing resume stating career
and salary history, expected salary and date of availability to The Senior Manager, Human Resources Department, Cheung Kong
Property Holdings Limited, 7/F Cheung Kong Center, 2 Queen's Road Central, Hong Kong or by email to hr@ckph.com.hk (in Word
format). Please quote the reference of the position you apply for in all correspondence.

We are an equal opportunity employer and welcome applications from all qualified candidates. Personal data collected will be
treated in strictest confidence and handled confidentially by authorized personnel for recruitment-related purposes within the Group.
Applicants not hearing from us within six weeks from the date of advertisement may consider their applications unsuccessful.

SOGO has initiated the "one-stop shop" and "shops-in-shop" concepts in Hong Kong, and aims at
providing the most convenient shopping environment and quality service to our valued customers. To cope with
our business strategy and continuous expansion, we now invite high caliber candidates to join us.

COMPANY SECRETARY S0GO

Key Roles & Responsibilities Requirements & Qualifications
® Handling full spectrum of company secretarial services ® Member of ICSA/HKICS
in compliance and statutory requirements ® At least 8 years relevant post-qualification experience
® Setting up and organizing board meetings, committee in a sizable listed company
meetings and shareholder meetings, preparing minutes ® Comprehensive knowledge in statutory requirements,
and company statutory records Listing Rule and compliance issues
® Reviewing agreements and legal documentation; ® Excellent command of both written and spoken English
setting up and implementing corporate governance and Chinese, Putonghua is preferred
practices ® Able to work under pressure, independently with
® Keeping and updating statutory records, company's attention to details
activity and important documents ® Sound PC skills and communication skill
® Assisting in handling of ad hoc corporate projects ® Applicants with less experience will be considered for

other suitable positions

Attractive remuneration package with fringe benefits will be offered to qualified candidates. Interested parties,
please send your recent resume with current and expected salary to the Human Resources Division via: e-mail:
hrmgt@sogo.com.hk; Mail: 20th Floor, East Point Centre (New Wing), 555 Hennessy Road, Causeway Bay,
HOI’Ig Kong; or Fax No.: (852) 2831 2996 All information received will be kept in strict confidence and only for employment related purpose.
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A bird’s eye view

Company secretaries need to be proficient » regulatory compliance

in a wide range of practice areas. CSj, e corporate governance

the journal of The Hong Kong Institute of » corporate reporting

Chartered Secretaries, is the only journal » board support

in Hong Kong dedicated to covering these « investor relations

areas, keeping readers informed of the » business ethics

latest developments in company secretarial » corporate social responsibility
practice while also providing an engaging « continuing professional development
and entertaining read. Topics covered » risk management, and

regularly in the journal include: « internal controls

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

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

o o \:B
n l n 9 h l l l S CSj, the journal of The Hong Kong Institute of Chartered CH ARTERED

Secretaries (www.hkics.org.hk), is published 12 times a

m e d i a vear by Ninehills Media (www.ninehillsmedia.com). SECRETARIES
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Boardvantage

Going paperless with
your board has never

been easler

Organisations around the globe are experiencing the benefits
of the Boardvantage board portal called MeetX. You can too.

Automate the board meeting process

With dedicated workflows and support for last-minute updates, MeetX

automates boardbook creation and distribution. Board members view the

particulars of the current meeting or quickly reference relevant items from

previous meetings. Any updates are flagged with visual cues.

Go beyond boardbook access

When it comes to eSigning consents, voting on resolutions, or filling out self

assessments, MeetX makes all board process paperless

Make online-to-offline transparent

MeetX auto-syncs its content so board members have ready access to their
. o] .
A documents, private notes, approvals, and surveys, whether online or offline

Even annotations made offline sync back to the server when the board

member is back online

Cut cost, time and paper

With MeetX, you no longer have to print, ship and track board materials, and
no one has to lug them around.

boardvantage.com/hk
In 50 countries and half the Fortune 500

Unit 2-3, 20F, Fu Fai Commercial Ce

ntre, 27 Hillier Street,




