6 April 2011
By email < response@hkex.com.hk > and by post
Our Ref.: C/PAIBLP, M76533
Corporate Communications Department
Hong Kong Exchanges and Clearing Limited
12th Floor, One International Finance Centre
1 Harbour View Street, Central
Hong Kong

Dear Sirs,
Re: Consultation Paper on Review of the Code on
Corporate Governance Practices and Associated Listing Rules

---

The Hong Kong Institute of Certified Public Accountants has considered the consultation
paper on the review of the Code on Corporate Governance Practices ("the code") and
our detailed comments on the proposals are set out in the questionnaire attached to this
letter. In addition, we should like to make certain general observations and comments
as set out below.
We are supportive of the principles underlying of the consultation proposals, which aim
to strengthen transparency and promote higher standards of corporate governance
practices in Hong Kong. We are also in agreement with many of the specific proposals.
We note that this consultation does not cover the code provisions ("CPs") and
recommended best practices ("RBPs"), or the disclosures in the corporate governance
report, relating to internal controls. We consider that this is a very important area and,
from the evidence of the most recent review by the Exchange of implementation of the
code, one of the weaker areas, and, as such, we consider that this part of the code
should also be reviewed in the near future.
The consultation focuses mainly on the existing content of the code and how to upgrade
the disclosures and practices of listed companies based on that content. However, over
the six years since the revised code was first implemented, new developments in
business reporting have emerged and investor and public expectations in relation to
what constitutes good governance have changed. One area that is being seen as
increasingly important to businesses is environmental and sustainability reporting. A
growing number of listed companies issue corporate social responsibility/ environmental
reports, either as part of their annual report or as a standalone document. These reports
may make reference to international reporting frameworks that are quite widely adopted
and they may be independently audited or verified. We believe that, in the light of these
developments, it would be opportune to consider introducing an RBP in relation to this
area of non-financial reporting.
We note that the consultation includes proposals to clarify and support the role of the
company secretary within listed companies, rationalise the company secretary's

qualification and/or experience requirements and strengthen the corporate governance
framework relating to the company secretary, including adding a new section into the
code. This contrasts sharply with the position of the chief financial officer, finance
director, financial controller, or other senior finance staff, who, since the removal of the
requirement for qualified accountant from the listing rules in 2009, no longer need to
have any particular qualifications. Given the fundamental importance of the finance
function in listed companies, we would urge you to reconsider the need for a qualified
accountant within the senior management, or preferably on the board. While it would be
more beneficial were one of the executive directors to have a recognised accounting
qualification, if there is a reluctance to review the need for such a requirement in the
rules, it would still be worthwhile to include a CP or RBP in the code to the effect that
either a director, whether executive or non-executive, or a senior member of the
management should hold a recognised accounting qualification.
We consider that the Exchange may need to elaborate its position on the "comply or
explain" approach. The executive summary of the consultation paper (paragraph 2)
states: "Issuers continue to have the flexibility to comply with the CPs. If issuers decide
not to adopt a CP, they must explain the reasons for the decision in their corporate
governance report." This gives the impression that there is no particular obligation on
companies to look upon CPs as best practice, with which, in the absence of an equally
acceptable, or more rigorous, practice, they should comply, unless, for good reason,
they are not able to do so and can justify their deviation from the CP. If companies are
expected to adhere as far as possible to CPs, non-compliance should not be presented
as an equally meritorious alternative, except in the cases, referred to above, where a
company is adopting an equivalent, or more rigorous, practice. To give the impression
that compliance or providing an explanation are always options of equal standing, in our
view, is to risk diluting the concept of best practice. Under the circumstances, we would
suggest that the introduction to the code be reviewed and that the Exchange clarify its
expectations in relation to how the "comply or explain" approach should operate.
On a related point, the wording of some of the proposed CPs, upgraded from RBPs,
seems to be quite aspirational (e.g., the proposed CP, that INEDs and NEDs "should
make positive contribution to the development of the issuer's strategy and polices
through independent, constructive and informed comments"). This also makes it difficult
to see how the implementation of such CPs can be effectively monitored and enforced.
In general, we would prefer to see reasonably specific and "measurable" content in the
CPs, while more aspirational statements, encouraging issuers to adopt good practices,
or further contextual elaboration of the CPs, could be included in the overarching
Principles or the RBPs, as appropriate.
We believe there to be a few inconsistencies within the various related proposals in the
consultation paper and, in some instances, not enough information or guidance on how
the proposal will work in practice. In some cases, we have not been able to give a "yes"
or "no" answer to the relevant questions in the questionnaire and we would refer you to
our narrative responses for an explanation.
For example, it seems to us to be not entirely consistent to, on the one hand, propose
strengthening the role and functioning of remuneration committees, which we support,
while, at the same time, proposing to alter the code to accommodate an alternative
mode of operation of remuneration committees, under which they only advise the board
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on individual executive director's and senior management's remuneration packages,
rather than making decisions themselves under delegated authority. Another example
would be clarifying the role and status of the company secretary as adviser to the board
as a whole, on governance and other important matters, while proposing that he or she
report to the board chairman or chief executive officer ("CEO"). This arrangement could
give rise to conflicts, particularly given that the CEO may not be a director and chairman
may be an executive director.
We also query upgrading a number of RBPs that place a great deal of responsibility on
the person of the chairman, including leading and ensuring effective operation of the
board, when, firstly, as mentioned above, the chairman may be an executive director
and, secondly, under the proposed new CPs, upgraded from RBPs, he or she may
delegate the responsibility for approving agendas to a designated director or the
company secretary. In our responses to questions relating to upgrading RBPs on the
chairman's role, we have suggested that it would be preferable for the chairman to be a
non-executive.
It is difficult to come to a firm view on how workable some of the proposals will be in
practice without additional information and, ultimately, clear guidelines, to clarify the
Exchange's expectations. These include, for example, the proposed CP, that, in the
MD&A section of the company's annual report, directors should include "an explanation
of the basis on which the issuer generates or preserves value over the longer term (the
business model) and the strategy for delivering the issuer's objectives," and the
proposals on the role, responsibilities and specific functions that nomination committees
are expected to carry out.
If you have any questions on our submission or wish to discuss it further, please contact
me at the Institute on 2287 7084 or by email at <peter@hkicpa.org.hk>.

Yours faithfully,

Peter Tisman
Director, Specialist Practices
PMT/SY/ay
Encl.
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QUESTIONNAIRE ON CONSULTATION PAPER ON
REVIEW OF THE CODE ON CORPORATE GOVERNANCE
PRACTICES AND ASSOCIATED LISTING RULES
The Exchange invites views on its Consultation Paper on Review of the Code on
Corporate Governance Practices and Associated Listing Rules (Consultation Paper),
downloadable
from
the
HKEx
website
at:
http://www.hkex.com.hk/eng/newsconsul/mktconsul/documents/cp2010124.pdf.
This Questionnaire contains the Personal Information Collection and Privacy Policy
Statement; Part A: General Information of the Respondent; and Part B: Consultation
Questions.
All responses should be made in writing by completing and returning to HKEx both Part A
and Part B of this Questionnaire no later than 18 March 2011 by one of the following
methods:
By mail or
hand delivery to

Corporate Communications Department
Hong Kong Exchanges and Clearing Limited
12th Floor, One International Finance Centre
1 Harbour View Street
Central
Hong Kong
Re: Consultation Paper on Review of The Code on
Corporate Governance Practices and Associated Listing
Rules

By fax to

(852) 2524-0149

By e-mail to

response@hkex.com.hk
Please mark in the subject line:
“Re: CP on CG Review”

Our submission enquiry number is (852) 2840-3844.
The names of persons who submit comments together with the whole or part of their
submissions may be disclosed to members of the public. If you do not wish your name to be
published please indicate so in Part A.
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Personal Information Collection and Privacy Policy Statement

Provision of Personal Data
1.

Your supply of Personal Data to HKEx is on a voluntary basis. “Personal Data” in
these statements has the same meaning as “personal data" in the Personal Data (Privacy)
Ordinance, Cap 486, which may include your name, identity card number, mailing
address, telephone number, email address, login name and/or your opinion.

Personal Information Collection Statement
2.

This Personal Information Collection Statement is made in accordance with the
guidelines issued by the Privacy Commissioner for Personal Data. It sets out the
purposes for which your Personal Data will be used after collection, what you are
agreeing to in respect of HKEx’s use, transfer and retention of your Personal Data, and
your rights to request access to and correction of your Personal Data.

Purpose of Collection
3.

HKEx may use your Personal Data provided in connection with this consultation paper
for purposes relating to this consultation and for one or more of the following purposes:


administration, processing and publication of the consultation paper and any
responses received;



performing or discharging HKEx’s functions and those of its subsidiaries
under the relevant laws, rules and regulations;



research and statistical analysis; and



any other purposes permitted or required by law or regulation.

Transfer of Personal Data
4.

Your Personal Data may be disclosed or transferred by HKEx to its subsidiaries and/or
regulator(s) for any of the above stated purposes.

5.

To ensure that the consultation is conducted in a fair, open and transparent manner, any
response together with your name may be published on an “as is” basis, in whole or in
part, in document form, on the HKEx website or by other means. In general, HKEx
will publish your name only and will not publish your other Personal Data unless
specifically required to do so under any applicable law or regulation. If you do not wish
your name to be published or your opinion to be published, please state so when
responding to this paper.

2

Access to and Correction of Data
6.

You have the right to request access to and/or correction of your Personal Data in
accordance with the provisions of the Personal Data (Privacy) Ordinance. HKEx has
the right to charge a reasonable fee for processing any data access request. Any such
request for access to and/or correction of your Personal Data should be addressed to the
Personal Data Privacy Officer of HKEx in writing by either of the following means:
By mail to:

Personal Data Privacy Officer
Hong Kong Exchanges and Clearing Limited
12th Floor, One International Finance Centre
1 Harbour View Street
Central
Hong Kong
Re:

By email to:

Consultation Paper on Review of the Code on Corporate
Governance Practices and Associated Listing Rules

pdpo@hkex.com.hk

Retention of Personal Data
7.

Your Personal Data will be retained for such period as may be necessary for the
carrying out of the above-stated purposes.

Privacy Policy Statement
8.

HKEx is firmly committed to preserving your privacy in relation to the Personal Data
supplied to HKEx on a voluntary basis. Personal Data may include names, identity card
numbers, telephone numbers, mailing addresses, e-mail addresses, login names, opinion,
etc., which may be used for the stated purposes when your Personal Data are collected.
The Personal Data will not be used for any other purposes without your consent unless
such use is permitted or required by law or regulation.

9.

HKEx has security measures in place to protect against the loss, misuse and alteration
of Personal Data supplied to HKEx. HKEx will strive to maintain Personal Data as
accurately as reasonably possible and Personal Data will be retained for such period as
may be necessary for the stated purposes and for the proper discharge of the functions
of HKEx and those of its subsidiaries.

3

Part A

General Information of the Respondent

All fields are mandatory, except the fields with an asterisk (*) if you are an individual
respondent.

Name/ Company Name*

:

Hong Kong Institute of Certified Public Accountants

Contact Person

:

Peter Tisman

Title

:

Director, Specialist Practices

Phone Number

:

2287 7084

E-mail Address

:

peter@hkicpa.org.hk

If you do not wish to disclose the above information to the public, please check the box here:

I do not wish to disclose the information above.
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Part B

Consultation Questions

Please indicate your preference by checking the appropriate boxes. Please reply to
the questions below on the proposed change discussed in the Consultation Paper
downloadable
from
the
HKEx
website
at:
http://www.hkex.com.hk/eng/newsconsul/mktconsul/documents/cp2010124.pdf.

Where there is insufficient space provided for your comments, please attach additional pages.
CHAPTER 1: INTRODUCTION
Plain Writing Amendments
Question 1.

Do you have any comments on the plainer writing amendments? Do you
consider any part(s) of the plainer writing amendments will have unintended
consequences?
Yes
No

Please give reasons for your views.

CHAPTER 2: PROPOSED SUBSTANTIVE AMENDMENTS
PART I: DIRECTORS
1.

Directors’ Duties and Time Commitments

Question 2.

Do you agree with our proposed change to Rule 3.08 to clarify the
responsibilities the Exchange expects of directors?
Yes
No

Please give reasons for your views.
The proposed change will have the effect of barring any delegation of powers and
responsibilities. This will cause a problem, particularly for non-executive directors
"NEDs"), who generally are not expected to participate in the day-to-day operations.
We consider that independent directors will inevitably have to delegate certain dayto-day responsibilities to management, such as responsibility for internal controls.
Therefore, we would agree with the proposed extension of Rule 3.08 only if the word
"all" is added before "their responsibilities" in the newly-added paragraph.
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Question 3.



Do you agree with our proposed addition of the Note to Rule 3.08 referring to
the guidance issued by the Companies Registry and HKIOD?
Yes
No

Please give reasons for your views.

Question 4.

Do you agree to include a new duty (CP A.5.2(e)) in the nomination
committee’s written terms of reference that it should regularly review the time
required from a director to perform his responsibilities to the issuer, and
whether he is meeting that requirement?
Yes
No

Please give reasons for your views.
See our response to Q.5 below.

Question 5.

Do you agree to include a new duty (CP A.5.2(f)) in the nomination
committee’s written terms of reference that it should review NEDs’ annual
confirmation that they have spent sufficient time on the issuer’s business ?
Yes
No

Please give reasons for your views.
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While signing an annual confirmation would remind directors of their responsibility
to spend sufficient time on an issuer's business, it would not necessarily be effective,
in practice, to ensure they really do so The reasonableness of any such annual
declaration will still have to go through an evaluation process, which will take into
account all facts and circumstances of the issuer and the director. We do not see how
the submission of an annual declaration, per se, would contribute to the objective
assessment process.
The term "sufficient time" is somewhat nebulous, as there is no simple rule to
determine how much time is sufficient for directors to spend to perform their
responsibilities to an issuer, given the different nature and complexity of different
businesses. Directors will also have their own individual capacities and expertise and
would, therefore, need to exercise personal judgement when signing the
confirmation. Given the foregoing, it is not clear how nomination committees would
be able to conduct the required reviews.

Question 6.



Do you agree to include a disclosure requirement in the Corporate Governance
Report (paragraph L(d)(ii) of Appendix 14) that NEDs have made annual
confirmation to the nomination committee that they have spent sufficient time
on the issuer’s business?
Yes
No

Please give reasons for your views.
See also our responses to Q.5 above and Q.30 below.

Question 7.

Do you agree to expanding CP A.5.3 (re-numbered CP A.6.3) to state that a
director should limit his other professional commitments and acknowledge to
the issuer that he will have sufficient time to meet his obligations?
Yes



No

Please give reasons for your views.
We do not think it necessary for the provision to state explicitly that directors should
limit their other professional commitments as, firstly, it is not clear what this means
in quantitative terms and, secondly, directors are already asked to acknowledge that
they will have sufficient time to meet their obligations and NEDs are asked to
confirm annually that they have done so. These acknowledgments/confirmations
should suffice.
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Question 8.



Do you agree to expanding CP A.5.3 (re-numbered CP A.6.3) to state that an
NED should confirm annually to the nomination committee that he has spent
sufficient time on the issuer’s business?
Yes
No

Please give reasons for your views.
See also our response to Q.5 above and Q.30 below.
Question 9.

Do you agree to upgrading RBP D.1.4 to a CP (re-numbered CP D.1.4) and
amending it to state that an NED’s letter of appointment should set out the
expected time commitment?
Yes



No

Please give reasons for your views.
It is not clear what is expected and we are concerned that this may be interpreted as
stipulating a minimum number of hours. We are doubtful that it would be possible to
specify a particular number of hours that directors are expected to spent on an
issuer’s business. Everyone works at a different pace. There is also risk that directors
would focus too much on achieving quantitative rather than qualitative criteria.

Question 10. Do you agree to upgrading RBP A.5.6 to a CP (re-numbered CP A.6.6) and to
amending it to encourage timeliness of disclosure by a director to the issuer on
any change to his significant commitments?
Yes
No
Please give reasons for your views.
Partially agree. The existing recommended best practice ("RBP") requires a director
to disclose to the issuer at the time of appointment, and on a periodic basis the
number and nature of offices held in public companies and other significant
commitments.
It may be relevant to ask directors to disclose other directorships or chief executive
officer ("CEO") positions in listed or public companies, but to go beyond this may be
considered to be “micro-managing”. See also our response to Q.7 above.
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Question 11. Do you consider that there should be a limit on the number of INED positions
an individual may hold?
Yes
No
Please give reasons for your views.
Directors need to assess their own capacity and risk when deciding how many
independent non-executive director ("INED") positions they can reasonably hold.
For example, a retired person would generally have a greater capacity than someone
in full-time, or part-time, employment. Limiting the number of INED positions will
not address the real issue, which is the overall workload of an individual director,
taking into account all his or her personal commitments and facts and circumstances
of the issuer.
An upper limit may be set, if at all, as a guideline, but it would need to be made clear
that the number has to be considered in conjunction with the individual director’s
other commitments.
Question 12. If your answer to Question 11 is “yes”, what should be the number? Please
give reasons for your views.
There should be a sufficiently high guideline upper limit on INED positions, to cater
for INEDs who do not have any other significant commitments. An INED that has
other significant commitments, full-time employment, etc., should accept fewer
appointments. The number should be subject to more discussion within the
community.
Question 13. If your answer to Question 11 is “yes”, do you think that it should be a Rule or
a CP?
Rule
CP
Please give reasons for your views.
Given that this is new area of corporate governance development and not an exact
science, we would suggest that, at most, an RBP be introduced at this stage.

2.

Directors’ Training and Independent Non-executive Directors

Question 14. Do you agree that we should upgrade RBP A.5.5 (requirement for continuous
professional development) to a CP (re-numbered CP A.6.5)?
9



Yes
No

Please give reasons for your views.
We consider that the proposed Code Provision ("CP") A.6.5, is not sufficiently
specific and that some concrete examples of the content of the required continuous
professional development ("CPD"), such as those referred to in paragraph 64 of the
consultation paper, should be included. It may also be advisable for reference to be
made to the need for CPD to cover any important changes in industry-specific
requirements. We suggest that relevant CPD training offered by professional bodies
should be regarded as acceptable, particularly for directors who are members of the
relevant bodies.

Question 15. Do you agree that the minimum number of hours of directors training should
be eight?



Yes
No

Please give reasons for your views.
We support this, while acknowledging that there is an element of arbitrariness about
any specific figure. It is suggested that half of the minimum training hours should be
verifiable training (i.e., four hours out of a minimum annual requirement of eight
hours) while the other half could be non-verifiable.

Question 16. What training methods do you consider to be acceptable for the requirements
stated in the proposed CP (re-numbered RBP A.6.5)? Please give reasons for
your views.
The methods contained in the consultation paper are acceptable.

Question 17. Do you agree that we should upgrade RBP A.3.2 (at least one-third of an
issuer’s board should be INEDs) to a Rule (re-numbered Rule 3.10A)?



Yes
No

Please give reasons for your views.
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We support the proposal.

Question 18. Do you agree that this Rule (at least one-third of an issuer’s board should be
INEDs) be effective after a transitional period as described in paragraph 87 of
the Consultation Paper?



Yes
No

Please give reasons for your views.

Question 19. Do you agree that we should upgrade RBP A.4.3 (shareholder to vote on a
separate resolution for the further employment of an INED who has served
more than nine years) to a CP (re-numbered CP A.4.3)?



Yes
No

Please give reasons for your views.
It is sufficient for shareholders to be given the opportunity to vote for continuation of
the INED concerned, given that, as recognised in the consultation paper, there is no
particular evidence to suggest that an INED ceases to be independently minded after
nine years.

Question 20. Do you agree with our proposal to upgrade RBP A.4.8 (issuer should include
explanation of its reasons for election and independence of an INED in a
circular) to a CP (re-numbered CP A.5.5)?



Yes
No

Please give reasons for your views.
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3.

Board Committees

A.

Remuneration Committee

Question 21. Do you agree with our proposal to move the requirement for issuers to
establish a remuneration committee with a majority of INED members from
the Code (CP B.1.1) to the Rules (Rule 3.25)?



Yes
No

Please give reasons for your views.
Remuneration committees play an important role in the corporate governance and
accountability framework and there is a need for them to have an INED majority to
minimise the risk of conflicts of interest arising. Many companies already have a
remuneration committee with a majority of INEDs.

Question 22. Do you agree with our proposal that the remuneration committee must be
chaired by an INED?



Yes
No

Please give reasons for your views.
For the reasons indicated in our response to Q.21 above.

Question 23. Do you agree with our proposal to move the requirement for issuers to have
written terms of reference for the remuneration committee from the Code (CP
B.1.1) to the Rules (Rule 3.26)?



Yes
No

Please give reasons for your views.
This proposal is consistent with the relevant requirement in the listing rules for audit
committees. (Under Rule 3.22, the board of directors of a listed issuer must approve
and provide written terms of reference for the audit committee, which clearly
establish the committee's authority and duties.)
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Question 24. Do you agree with our proposal to add a new Rule (Rule 3.27) requiring an
issuer to make an announcement if it fails to meet the requirements of
proposed Rules 3.25, 3.26 and 3.27?



Yes
No

Please give reasons for your views.
We agree with the proposal. However, it is not clear what should happen if a
remuneration committee takes important decisions during the period when it is not
compliant with the main requirements of the rules.
The reference to Rule 3.27 in the proposed rule does not seem to be necessary and
results in some circularity.

Question 25. Do you agree with our proposal that issuers that fail to meet Rules 3.25, 3.26
and 3.27 should have three months to rectify this?



Yes
No

In principle, we agree, but consider that a remuneration committee should, as far as
possible, be discouraged from taking important decisions regarding the remuneration
of directors during the three-month period. See also our response to Q.24 above.
Question 26. Do you agree that we should add “independent” to the professional advice
made available to a remuneration committee (CP B.1.2, re-numbered CP
B.1.1)?



Yes
No

Please give reasons for your views.
If independent external advice is required, it is important that a remuneration
committee should have access to this.

Question 27. Do you agree that, in order to accommodate Model B, we should revise CP
B.1.3 (re-numbered CP B.1.2) as described in paragraph 117 of the
Consultation Paper?
Yes
13



No

Please give reasons for your views.
This alternative appears to weaken the current code provisions and so we query the
need to provide for Model B. We consider that the effect of introducing a range of
measures to strengthen the role and operation of remuneration committees, such as
those proposed in Qs.21 to 26, will be diluted if final decisions on remuneration are
made by boards on which INEDs are in the minority. Under the "comply or explain"
approach, it is already open to an issuer to choose not to adopt Model A and to
explain its decision.

Question 28. (i) Do you agree that where the board resolves to approve any remuneration
with which the remuneration committee disagrees, the board should disclose
the reasons for its resolution in its corporate governance report)? (ii) If your
answer is “yes”, do you agree that RBP B.1.8 should be revised and upgraded
to a CP (re-numbered CP B.1.6).
(i)

Yes

No

(ii)

Yes

No

Please give reasons for your views.
See our response to Q.27 above.

Question 29. Do you agree that the term “performance-based” should be deleted from CP
B.1.2(c) (re-numbered CP B.1.2(b)) and revised as described in paragraph 118
of the Consultation Paper?
Yes



No

Please give reasons for your views.
We consider that the reference to "performance-based" could instead be qualified by
adding, e.g., "where appropriate" or "where applicable".

B.

Nomination Committee

Question 30. Do you agree that RBP A.4.4 (establishment and composition of a nomination
committee, re-numbered CP A.5.1) should be upgraded to a CP?
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Yes
No
Please give reasons for your views.
For Qs.30 to 38, we consider that it is good, in principle, to enhance the existing
role/functions of nomination committees, which could in turn enhance independence
of the board. However, the consultation paper does not seek to explain or analyse
why 63% of Hong Kong listed companies currently do not have a nomination
committee. We believe that a survey amongst the companies concerned will provide
useful input to the present discussion.
In addition, HKEx needs to explain more precisely what roles, functions and tasks
should be within the remit of the nomination committee. For example, executive
search is a complex and time-consuming activity and it should not be the role of the
nomination committee to oversee this function.
In this context, the expanding workload and responsibilities of INEDs are a potential
concern. The growing burden imposed on INEDs may discourage existing INEDs
from continuing their directorships and other good candidates from seeking to take
up INED positions. In our view, there needs to be more public debate on the role of,
and expectations on, INEDs. While the comparatively low fee for INEDs generally
in Hong Kong is sometimes said to be an issue, ultimately it is the balance of risk
and reward that matters. It remains to be seen whether the package of new proposals
in this consultation will adversely affect that balance.

Question 31. Do you agree that the proposed CP (currently RBP A.4.4) should state that the
nomination committee’s chairman should be an INED?
Yes
No
Please give reasons for your views.
See our response to Q.30 above. However, where a nomination committee is in
place, we agree that the chairman should be an INED, as this will strengthen the
independent element on the committee, which is important given its basic role and
responsibilities.

Question 32. Do you agree that RBP A.4.5 (nomination committee’s terms of reference, renumbered CP A.5.2) should be upgraded to a CP?
Yes
No
15

Please give reasons for your views.
Subject to clarification of the issues about role and responsibilities raised in our
response to Q.30 above.

Question 33. Do you agree that the proposed CP (currently RBP A.4.5(a)) should state that
the nomination committee’s review of the structure, size and composition of
the board should be performed at least once a year?



Yes
No

Please give reasons for your views.
Where a nomination committee is in place, we agree with the proposal.

Question 34. Do you agree that the proposed CP (currently RBP A.4.5(a)) should state that
the nomination committee’s review of the structure, size and composition of
the board should implement the issuer’s corporate strategy?



Yes
No

Please give reasons for your views.
Where a nomination committee is in place, we agree with the proposal.

Question 35. Do you agree that RBP A.4.6 (availability of nomination committee’s terms of
reference) should be upgraded to a CP?



Yes
No

Please give reasons for your views.
Where a nomination committee is in place, we agree with the proposal.

Question 36. Do you agree that the proposed CP (currently RBP A.4.6, re-numbered CP
A.5.3) should state that issuers should include their nomination committee’s
terms of reference on the HKEx website?
16



Yes
No

Please give reasons for your views.
Where a nomination committee is in place, we agree with the proposal.

Question 37. Do you agree that RBP A.4.7 (sufficient resources for the nomination
committee, re-numbered CP A.5.4) should be upgraded to a CP?



Yes
No

Please give reasons for your views.
Where a nomination committee is in place, we agree with the proposal.

Question 38. Do you agree that the proposed CP (currently RBP A.4.7, re-numbered CP
A.5.4) should clarify that a nomination committee should be able to seek
independent professional advice at the issuer’s expense?



Yes
No

Please give reasons for your views.
Where a nomination committee is in place, we agree with the proposal. Similarly to
the corresponding proposal for remuneration committees (see our response to Q.26
above), if a nomination committee considers that independent external support is
needed, the committee should have access to this.

C.

Corporate Governance Committee

Question 39. Do you agree with the proposed terms of reference listed in paragraph 141 of
the Consultation Paper?



Yes
No

Please give reasons and alternative suggestions.
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See our response to Q.42 below.

Question 40. Do you consider that the committee(s) performing the proposed duties listed in
paragraph 141 of the Consultation Paper should submit to the board a written
report on its work annually?



Yes
No

Please give reasons for your views.
We agree, subject to our response to Qs.41 and 42 below. Ensuring that an issuer
adopts a high standard of corporate governance practices is a board responsibility
and, therefore, the board needs to be apprised of the outcome of the committee's
reviews and work in this area.

Question 41. Do you consider that this report (as described in paragraph 140 of the
Consultation Paper) should be published as part of the issuer’s corporate
governance report?
Yes
No
Please give reasons for your views.
We partially agree. While we would support the proposal that a form of report from
the relevant committee should be published in the company's corporate governance
report, we have some reservations about requiring the report to be published in full,
as this could cause the committee to be less than completely frank in its assessment.
It may also result in an overly lengthy corporate governance report, containing large
amounts of detail. Under the circumstances, consideration could instead be given to
providing that a summary of the key matters contained report should be published.
An RBP could be added to encourage issuers to publish the report in full on their
website.

Question 42. Do you agree with introducing RBP D.3.3 stating that an issuer should
establish a corporate governance committee?
Yes



No
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Please give reasons for your views.
While the functions of the proposed corporate governance committee ("CGC") are
important, these may already be, or could be, carried out by other existing
committees. The setting up of a CGC is not a requirement in many other markets
and, therefore, cannot be said to be established best practice. In addition, the setting
up of a dedicated CGC could detract from the role and responsibility of the board as
a whole to monitor the implementation of good governance policies and practices.
See also our response to Q.63 below.

Question 43. Do you agree the duties of an existing committee or committees can be
expanded to include those of a corporate governance committee?



Yes
No

Please give reasons for your views.
It gives flexibility to listed companies of different sizes and complexity to adopt
different operational arrangements to meet corporate governance requirements, in
accordance with their own needs and resources.

Question 44. Do you agree with the addition of CP D.3.2 stating that the committee
performing the proposed duties listed in paragraph 141 of the Consultation
Paper should comprise a majority of INEDs?



Yes
No

Please give reasons for your views.

Question 45. Do you agree with the proposal to add a note to CP D.3.2 stating that the
committee should include one member who is an executive director or nonexecutive director with sufficient knowledge of the issuer’s day-to-day
operations?
Yes
No
Please give reasons for your views.
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The rationale for this particular proposal needs further clarification. It would be
useful for some companies to have an executive director or NED with sufficient
knowledge of operations to take part in a committee responsible for governance
matters. However, it is not entirely clear that this needs to be specified as a
requirement, given that a CGC could invite one or more executive directors or NEDs
to attend the meetings if considered necessary. If, on the other hand, the relevant
functions are carried out by an existing committee, that committee might not have an
executive director or NED member, in which case there could be inconsistencies
between issuers, depending upon which committee is given responsibility for
corporate governance matters.

D.

Audit committee

Question 46. Do you agree with our proposal to upgrade RBP C.3.7 (audit committee’s
terms of reference should include arrangements for employees to raise
concerns about improprieties in financial reporting) to a CP?



Yes
No

Please give reasons for your views.

Question 47. Do you agree with our proposal to amend CP C.3.3(e)(i) to state that the audit
committee should meet the external auditor at least twice a year?



Yes
No

Please give reasons for your views.

Question 48. Do you agree that a new RBP should be introduced to encourage audit
committees to establish a whistleblowing policy?



Yes
No

Please give reasons for your views.
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We agree, in principle, but caution needs to be exercised and some general guidance
may need to be provided by HKEx, so that this does not become a channel that is
misused by disgruntled employees or ex-employees for their own purposes. Issuers
should set out a clear whistleblowing policy with detailed guidance for
implementation according to their own business culture/environment.

4.

Remuneration of Directors, CEO and Senior Management

Question 49. Do you agree with our proposal that issuers should disclose senior
management remuneration by band (Appendix 16, new paragraph 25A)?
Yes



No

Please give reasons for your views.
We understand that this is not a common requirement in other jurisdictions. There is
already a requirement to disclose the remuneration of the five highest-paid
employees, as well as the remuneration of individual directors, by name. It is not
entirely clear that this proposal would add much value. Under the circumstances, it
should be sufficient to retain the existing RBP B1.1.7.

Question 50. If your answer to Question 49 is yes, do you agree with our proposal that
senior management remuneration disclosure should include sales commission?



Yes
No

Please give reasons for your views.
See our response to Q.49 above. Where senior management remuneration is
disclosed, we see no reason to exclude sales commission.

Question 51. Do you agree with our proposal to amend Appendix 16 to require an issuer to
disclose the CEO’s remuneration in its annual report and by name?



Yes
No

Please give reasons for your views.
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Where the CEO is not a director, and thus this information is not currently subject to
disclosure, nevertheless it remains the case that the CEO is a key member of an
issuer and his or her remuneration should be disclosed.

Question 52. Do you agree with our proposal to upgrade RBP B.1.6 to a CP (a significant
proportion of executive directors’ remuneration should be structured so as to
link rewards to corporate and individual performance, re-numbered CP B.1.5)?
Yes



No

Please give reasons for your views.
We do not consider it necessary to mandate that a significant proportion of executive
directors' pay should be performance based. However, in view of the concerns,
brought to the fore by the financial crisis, about rewarding unsustainable, short-term
performance, it is important to state explicitly that, where directors' remuneration is
linked to performance, it should be linked to longer-term corporate/individual
performance. We believe, therefore, that, rather than using the wording of RBP
B.1.6, it would be preferable to adopt wording similar to the UK Code, referred to in
paragraph 168 of the consultation paper (e.g., "The performance-related elements of
executive directors' remuneration should be [stretching and] designed to promote to
long-term success of the company").

5.

Board Evaluation

Question 53. Do you agree with our proposal to add new RBP B.1.8 that issuers should
conduct a regular evaluation of its own and individual directors’ performance?



Yes
No

Please give reasons for your views.
We support the proposal for an RBP and would encourage evaluations by an
independent assessor rather than by the board itself, which will increase the
credibility of the evaluation results and enhance the board's performance. The UK
code provides a possible reference in this regard. Benchmark performance indicators
should be developed/ adopted for a more meaningful evaluation.

6.

Board Meetings

A.

Considering a matter where there is a conflict of interest by a physical board meeting
rather than a written board resolution
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Question 54. Do you agree that, except for plain language amendments, the wording of CP
A.1.8 (re-numbered CP A.1.7) should be retained (issuers to hold a board
meeting to discuss resolutions on a material matter where a substantial
directors or a director has a conflict of interest)?
Yes



No

Please give reasons for your views.
We do not see a need to require the holding of a meeting for such matters, when
many other matters can be decided by a written resolution. Furthermore, if any
individual director calls for a meeting to be held, then it must be held.

Question 55. Do you agree with our proposals to add a note to CP A.1.8 (re-numbered CP
A.1.7) stating that attendance at board meetings can be achieved by telephonic
or video conferencing?



Yes
No

Please give reasons for your views.

B.

Directors’ Attendance at Board Meetings

Question 56. Do you agree with our proposal to add the notes to paragraph I(c) of Appendix
14 (on attendance at board meetings) as described in paragraph 195 of the
Consultation Paper?



Yes
No

Please give reasons for your views.
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Question 57. Do you agree with our proposal to introduce a new requirement (paragraph I(d)
to Appendix 14) that attendance by an alternate should not be counted as
attendance by the director himself?



Yes
No

Please give reasons for your views.
It is not appropriate to count attendance by an alternate as attendance by the director
himself or herself, particularly where there is a facility for directors to attend
themselves by telephone or video-conferencing, as proposed in Q.55 above.

Question 58. Do you agree with our proposal that an issuer disclose, for each named
director, the number of board or committee meetings he attended and
separately the number of board or committee meetings attended by his
alternate?



Yes
No

Please give reasons for your views.

C.

Removing Five Percent Threshold for Voting on a Resolution in which a Director has
an Interest

Question 59. Do you agree with our proposal to revise Rule 13.44 to remove the exemption
described in paragraph 199 (transactions where a director has an interest)?



Yes
No

Please give reasons for your views.
We agree, in principle, but this should not mean that directors should necessarily be
barred from voting on a proposed transaction with a company where they hold a
nominal amount of shares in that company. Therefore, clear guidance on
"materiality" must also be provided, otherwise this proposal could result in some
unhelpful uncertainty.
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7.

Chairman and Chief Executive Officer

Question 60. Do you agree with our proposal to remove the words “at the board level” from
Code Principle A.2 to clarify the division between management of the board
and day-to-day management of an issuer’s business?



Yes
No

Please give reasons for your views.

Question 61. Do you agree with our proposal to amend CP A.2.3 to add “accurate” and
“clear” to describe the information that the chairman should ensure directors
receive?



Yes
No

Please give reasons for your views.
We do not have any problem with this proposal, as such, but query whether it will
still be necessary to retain the reference to "adequate information" if the other
changes are made. The chairman will be responsible for ensuring that directors
receive "in a timely manner" information that is "accurate, clear, complete and
reliable". It is difficult to see how that could not also be adequate as well.

Question 62. Do you agree with our proposal to upgrade RBP A.2.4 to a CP to give greater
emphasis to the chairman’s duty to provide leadership for the board, to ensure
that the board works effectively and discharges its responsibilities, etc.?



Yes
No

Please give reasons for your views.
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We agree, in principle, but we note the current RBP and proposed provision states:
"The chairman may delegate this responsibility to a designated director or the
company secretary". This appears to contradict the purpose of the provision,
although it is not clear whether this intends to refer back only to drawing up and
approving the agenda, including taking into account matters proposed by other
directors for inclusion on the agenda. Even if this is so, the chair should not delegate
approving the board agenda.
We would suggest that it be made clear what day-to-day aspects of his or her
responsibilities the chairman may reasonably delegate, but also that he or she must
retain overall control and responsibility.

Question 63. Do you agree with our proposal to upgrade RBP A.2.5 to a CP and amend it to
state: “The chairman should take primary responsibility for ensuring that good
corporate governance practices and procedures are established”?



Yes
No

Please give reasons for your views.
While we agree with the spirit, in as much as this is to be seen as following from the
chairman's role in leading and guiding the board, it should be made clear that this
does not detract from the role and responsibility of the board as a whole to monitor
the implementation of good governance policies and practices. See also our response
to Q.62 above regarding delegation. Consideration should be given to linking this
with the proposals in section C on establishing a corporate governance committee or
committee exercising the relevant functions. It could be stated, for example, that if he
or she is not a member or the chair of the relevant committee, the board chairman
should meet that committee at least once or twice per year.

Question 64. Do you agree with our proposal to upgrade RBP A.2.6 to a CP to emphasise
the chairman’s responsibility to encourage directors with different views to
voice their concerns, allow sufficient time for discussion of issues and build
consensus?



Yes
No

Please give reasons for your views.
We agree, in principle, although we have reservations about the supposed
responsibility to "build consensus", as suggested in the question. However, we note
that the CP is worded differently and more appropriately.
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Question 65. Do you agree with our proposal to upgrade RBP A.2.7 to a CP and amend it to
state that the chairman should hold separate meetings with only INEDs and
only NEDs at least once a year?
Yes
No
Please give reasons for your views.
We are not entirely clear about the purpose of holding a separate meeting with NEDs
and would suggest that some further clarification is needed on this point.
This proposal would add to formalities and its usefulness may be called into question
if the chairman is an executive director, which he or she may be under the existing
framework. We have suggested in our response to Q.66 that the chairman should
preferably be a non-executive director. Assuming he or she is a NED, we would
agree with upgrading the RBP to a CP regarding the chairman holding a separate
meeting with INEDs.

Question 66. Do you agree with our proposal to upgrade RBP A.2.8 to a CP to highlight the
chairman’s role to ensure effective communication between the board and
shareholders?



Yes
No

Please give reasons for your views.
For Qs.66 and 67, the proposals should include some notes/ guidelines on how these
objectives can be achieved. We also have some qualms about placing all these
various responsibilities on the shoulders of the chairman. While the chairman should
lead and direct the board, we would not want it to seem as if the board as a whole no
longer needs to assume any responsibility for good governance and good shareholder
communications, etc.
Furthermore, if the chairman is an executive director there is a danger that too much
authority will be concentrated in the hands of one person, notwithstanding the
separation of board and management referred to in Q.60 above. For this reason, we
would also suggest that consideration be given to introducing an RBP or CP that the
chairman should be a non-executive director, which in practice is probably already
the case for the majority of larger issuers.

Question 67. Do you agree with our proposal to upgrade RBP A.2.9 to a CP to emphasise
the chairman’s role to enable NED contributions and constructive relations
between EDs and NEDs?
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Yes
No

Please give reasons for your views.
See also our response to Q.66 above.
8.

Notifying directorship change and disclosure of directors’ information

Question 68. Do you agree that we should amend Rule 13.51(2) to require issuers to
disclose the retirement or removal of a director or supervisor?



Yes
No

Please give reasons for your views.
We agree. The CEO plays an important role in the company. See also our response to
Q.51 above.

Question 69. Do you agree that we should amend Rule 13.51(2) to apply to the appointment,
resignation, re-designation, retirement or removal of a CEO (and not only to a
director or supervisor)?



Yes
No

Please give reasons for your views.

Question 70. Do you agree that we should amend Rule 13.51(2)(o) to cover all civil
judgments of fraud, breach of duty or other misconduct involving dishonesty?



Yes
No

Please give reasons for your views.
We support the strengthening of transparency in this area.
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Question 71. Do you agree that we should amend Rule 13.51B(3)(c) to clarify that the
sanctions referred to in that Rule are those made against the issuer (and not
those of other issuers)?



Yes
No

Please give reasons for your views.

Question 72. Do you agree with our proposal to upgrade RBP A.3.3 to a CP to ensure that
directors’ information is published on an issuer’s website?



Yes
No

Please give reasons for your views.

Question 73. Do you agree with our proposed amendment to the CP (RBP A.3.3 upgraded)
that directors’ information should also be published on the HKEx website?



Yes
No

Please give reasons for your views.

9.

Providing Management Accounts or Management Updates to the Board

Question 74. Do you agree that we should add CP C.1.2 stating issuers should provide
board members with monthly updates as described in paragraph 240 of the
Consultation Paper?
Yes



No

Please give reasons for your views.
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We are not convinced that monthly management updates are necessary for NEDs
(including INEDs) to perform their duties.
As a starting point, HKEx may consider introducing a generally-worded CP that the
board should be provided with updates containing sufficient information (as
determined by the board) with sufficient regularity to enable NEDs to carry out their
monitoring function. More detail as to content and regularity could then be included
in an RBP, if necessary.
In our view, quarterly updates should be sufficient for NEDs, in the first instance,
which aligns with the minimum number of board meetings required to be held
annually under the Code. When combined with the right of NEDs to request
information at any time if they wish, this should enable NEDs to perform their
duties. If NEDs observe matters requiring their attention in a quarterly update, they
would be able to seek further or more frequent information. However, generally,
NEDs should not need to involve themselves in the day-to-day management of the
company, whereas a requirement for monthly updates could result in a move in that
direction.

10.

Next Day Disclosure for a Director Exercising an Option in the Issuer or the
Issuer’s Subsidiaries

Question 75. Do you agree with the proposed amendment to Rule 13.25A(2)(a)(viii) and (ix)
removing the need for issuers to publish a Next Day Disclosure Return
following the exercise of options for shares in the issuer by a director of a
subsidiary?



Yes
No

Please give reasons for your views.

Question 76. Do you agree with the proposed amendment to Rule 13.25A(2)(b)(i) and (ii) to
require issuers to publish a Next Day Disclosure only if options for shares in
the issuer exercised by a director of its subsidiary or subsidiaries results in a
change of 5% or more (individually or when aggregated with other events) of
the issuer’s share capital since its last Monthly Return?



Yes
No

Please give reasons for your views.
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In principle, we agree but the rule changes do not appear be shown in the
consultation paper. They should be made available for review.

11.

Disclosing Long Term Basis on which an Issuer Generates or Preserves Business
Value

Question 77. Do you agree that we should introduce the proposed CP (CP C.1.4) as
described in paragraph 250 of the Consultation Paper?
Yes
No
Please give reasons for your views.
We support additional transparency, but further guidance must be provided as to
what is expected by the requirement for directors to explain "the basis on which the
issuer generates or preserves value over the longer term (the business model) and the
strategy for delivering the issuer's objectives".
In addition, the reference to "the separate statement containing a discussion and
analysis of the group's performance" specified in the proposed CP should be crossreferred more specifically to Appendix 16, paragraph 32, on the management
discussion and analysis, to make clear that there is no requirement for a new,
separate statement to be produced.

12.

Directors’ Insurance

Question 78. Do you agree with our proposal to upgrade RBP A.1.9 (issuers should arrange
appropriate insurance for directors) to a CP (re-numbered CP A.1.8)?



Yes
No

Please give reasons for your views.
This may help to encourage appropriate candidates to take up directorships although
the availability of adequate directors' and officers' insurance depends on the
conditions in the insurance market at any given time.
Question 79. Do you agree with our proposal to add the words “adequate and general” to
RBP A.1.9 (upgraded and re-numbered CP A.1.8)?



Yes
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No
Please give reasons for your views.
While we support the principle, the adequacy of insurance would depend on the
assessment of an issuer's board, so it is not entirely clear how this can be enforced,
except perhaps in cases where the insurance purchased is manifestly inadequate.
HKEx needs to explain its expectations of issuers more clearly. If, generally, what
should be regarded as "adequate" is for the board to determine, this should be made
clear. If, on the other hand, the CP is intended to be more than merely aspirational
and to prescribe an objective criterion, more guidance will need to be provided.

PART II: SHAREHOLDERS
1.

Shareholders’ General Meetings

A.

Notice of Meeting and Bundling of Resolutions

Question 80. Do you agree with our proposal to amend CP E.1.1 to state that issuers should
avoid “bundling” of resolutions and where they are “bundled” explain the
reasons and material implications in the notice of meeting?



Yes
No

Please give reasons for your views.
The principle should be supported. The proposed wording of CP E.1.1 is, however,
ambiguous and we suggest amending it as follows:
"Issuers should avoid "bundling" resolutions, unless they are interdependent and
linked and form one significant proposal. Where the resolutions are 'bundled', in
which case issuers should explain the reasons and material implications in the notice
of meeting.

B.

Voting by Poll

Question 81. Do you agree with our proposal to amend Rule 13.39(4) to allow a chairman at
a general meeting to exempt procedural and administrative matters described
in paragraph 274 of the Consultation Paper from voting by poll?



Yes
No
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Please give reasons for your views.
We agree, in principle, but would suggest that, for greater clarity, the more specific
examples in paragraph 275 of the consultation paper be included in a note to the rule.

Question 82. Do you agree with the examples of procedural and administrative resolutions
in paragraph 275 of the Consultation paper? Do you have any other examples
to add?



Yes
No

Please give reasons for your views.
See also our response to Q.81 above.

Question 83. Do you agree that our proposed amendments to Rule 13.39(5) clarify
disclosure in poll results?



Yes
No

Please give reasons for your views.

Question 84. Do you agree with our proposal to amend CP E.2.1 to remove the words "at
the commencement of the meeting” so that an issuer’s chairman can explain
the procedures for conducting a poll later during a general meeting?



Yes
No

Please give reasons for your views.
Although it should be obvious, to avoid any doubt and the risk of abuse, it should
also be stated that the chairman must explain the procedures for conducting a poll
before the polling takes place.
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C.

Shareholders’ Approval to Appoint and Remove an Auditor

Question 85. Do you agree with our proposal to add new Rule 13.88 to require shareholder
approval to appoint the issuer’s auditor?



Yes
No

Please give reasons for your views.
We agree that, as far as possible, there should be consistency with the Companies
Ordinance. The ordinance also addresses the issues of filling a casual vacancy and
this should be covered in the listing rules as well, having regard to the issues raised
in our response to Q.86 below.

Question 86. Do you agree with our proposal to add, in new Rule 13.88, a requirement for
shareholder approval to remove the issuer’s auditor before the end of his term
of office?
Yes
No
Please give reasons for your views.
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While this proposal is supportable, in principle, and would help create a level playing
field by aligning the requirements for non-Hong Kong companies with the
Companies Ordinance requirement, there are some practical concerns. Two
examples are quoted in paragraphs 284 and 285 of the consultation paper of
situations in which it would seem to be unduly cumbersome and expensive to have to
convene a shareholders' meeting to remove the auditors. However, no alternative
arrangement is proposed in the consultation paper. It would be preferable to be able
to distinguish between those routine cases, where a public announcement confirming
that there are no untoward circumstances should be sufficient, from those cases, such
as the example referred to in paragraph 287 of the consultation paper, where the
practical issues should be secondary to the governance imperative that shareholders
should have a say in the removal of the auditors.
For potentially more routine cases, the arrangements such as the following should be
adequate:
(1) Have shareholders ratify, or not, the change of auditors at the next AGM, with the
board required to make a recommendation and explain the reason for the change.
Include a requirement to have a statement tabled by the former auditors recording
any comments they may have on their ceasing to act (subject to the proposed
qualification under the Companies Bill regarding possible misuses of this right);
(2) to require a physical meeting of the board with a majority of INEDs present to
consider and make any change, with the former auditors having the right to attend in
person or lay before the meeting any written representations they may wish to make;
and
(3) to require the audit committee to approve any proposed change of auditor and to
make a recommendation to the board on this issue, after conducting a physical
meeting with both the auditors and the management, as well as private sessions with
each.

Question 87. Do you agree that the new Rule 13.88 should require a circular for the removal
of the auditor to shareholders containing any written representation from the
auditor and allow the auditor to make written and/or verbal representation at
the general meeting to remove him?
Yes
No
Please give reasons for your views.
Some flexibility may be required as it would be expensive, and may not add value, to
bring to the attention of the shareholders that, for example, on the audit firm has been
reorganised or merged with another. In such cases, the requirement could be that the
company is required to include, with the notice of the AGM, any statement that the
former auditors wish to make. See also to our responses to Qs.85 and 86 above.
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D.

Directors’ Attendance at Meetings

Question 88. Do you agree with our proposal to upgrade RBP A.5.7 (NEDs’ attendance at
meetings) to a CP (re-numbered CP A.6.7)?
Yes
No
Please give reasons for your views.
We agree partially. We support encouraging regular attendance and active
participation by INEDs and NEDs at board and committee meetings. Some guidance
on what would be regarded as complying with this CP would be helpful.
As regards attendance by all INEDs and NEDs at general meetings, we consider that
this should be for the issuer to decide.

Question 89. Do you agree with our proposal to upgrade RBP A.5.8 (NEDs should make a
positive contribution to the development of the issuer’s strategy and policies)
to a CP (re-numbered CP A.6.8)?



Yes
No

Please give reasons for your views.
While we have no problem with the sentiment, this is subject to a concern that the
wording of some of the proposed new and upgraded CPs is aspirational rather than
quantifiable, which will make the CPs more difficult to monitor and enforce and,
therefore less effective. We would prefer to see more robust and quantifiable
wording in the CPs, while more aspirational statements, encouraging issuers to adopt
good practices, and further elaboration of the CPs, could be included in RBPs.

Question 90. Do you agree with our proposal to introduce a new mandatory disclosure
provision in Appendix 23 (re-numbered paragraph I(c) of Appendix 14)
stating that issuer must disclose details of attendance at general meetings of
each director by name?
Yes



No

Please give reasons for your views.
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While it is important that attendance at board and key board committees should be
disclosed, we do not see the purpose of disclosing attendance at general meetings,
given that, unless a director has a specific role to play, there may not be a need for
him or her to attend. For this reason disclosure of attendance at general meetings
does not serve the same corporate governance imperative.
Question 91. Do you agree with our proposal that CP E.1.2 state the issuer’s chairman
should arrange for the chairman of “any other committees” to attend the
annual general meeting?
Yes



No

Please give reasons for your views.
The intention of retaining the wording "as appropriate" in brackets, after "any other
committees", is not entirely clear. If it simply means that an issuer may not have
other committees, then it can probably be dropped. If, on the other hand, it is
intended to give the board chairman the discretion to decide whether or not the
chairmen of other committees should attend the AGM, this would not be suitable as a
comply or explain CP. In any event, we consider that only the chairmen of the key
committees should be required to attend the AGM.

E.

Auditor’s Attendance at Annual General Meetings

Question 92. Do you agree with our proposal that CP E.1.2 state that the chairman should
arrange for the auditor to attend the issuer’s annual general meeting to answer
questions about the conduct of the audit, the preparation and content of the
auditors’ report, the accounting policies and auditor independence?
Yes
No
Please give reasons for your views.
We note that a similar requirement is not commonplace in other markets and have
reservations about introducing it in Hong Kong. If this proposal is to proceed, the
scope and limitations in relation to the matters that the auditors can address at an
AGM must be made very clear, and guidance would need to be developed involving
the Institute, the auditing profession and their insurers, and HKEx.
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2.

Shareholders’ Rights

Question 93. Do you agree with our proposal to upgrade the recommended disclosure of
“shareholders’ rights” under paragraph 3 (b) of Appendix 23 to mandatory
disclosure (re-numbered paragraph O of Appendix 14)?



Yes
No

Please give reasons for your views.

3.

Communication with Shareholders

A.

Establishing a Communication Policy

Question 94. Do you agree with our proposed new CP E.1.4 stating that issuers should
establish a shareholder communication policy?



Yes
No

Please give reasons for your views.
We agree, in principle, but more detailed guidelines on what would constitute an
appropriate shareholder communication policy would be helpful.

B.

Publishing Constitutional Documents on Website

Question 95. Do you agree with our proposal to add a new Rule 13.90, requiring issuers to
publish an updated and consolidated version of their M & A or constitutional
documents on their own website and the HKEx website?
Yes



No

Please give reasons for your views.
It is considered that M&As or constitutional documents are quite generic in nature
and the proposed change would not add much value for shareholders and investors.
However, there should be a clear policy and procedure for shareholders to be able to
access such documents, and these should be required to be disclosed.
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C.

Publishing Procedures for Election of Directors

Question 96. Do you agree with our proposal to add a new Rule 13.51D requiring an issuer
to publish the procedures for shareholders to propose a person for election as a
director on its website?



Yes
No

Please give reasons for your views.

D.

Disclosing Significant Changes to Constitutional Documents

Question 97. Do you agree with our proposal to upgrade the recommended disclosure of
any significant change in the issuer’s articles of association under paragraph
3(c)(i) of Appendix 23 to mandatory disclosure (re-numbered paragraph P(a)
of Appendix 14) ?



Yes
No

Please give reasons for your views.
There may be different views as to what constitutes a "significant change". For the
sake of clarity, "significant change" should be clearly defined.

PART III: COMPANY SECRETARY
1.

Company Secretary’s Qualifications, Experience and Training

Question 98. Do you agree with our proposal to introduce a new Rule 3.28 on requirements
for company secretaries’ qualifications and experience?



Yes
No

Please give reasons for your views.
While we agree in principle, more information should be given as to the specific
benchmarks HKEx will adopt to assess "relevant experience", under Note 2 to Rule
3.28.
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Question 99. Do you agree that the Exchange should consider as acceptable the list of
qualifications for company secretaries set out in paragraph 345 of the
Consultation Paper?



Yes
No

Please give reasons for your views.
Item (d) in paragraph 345 refers to "being a professional accountant (as defined in
the Professional Accountants Ordinance)". The term "professional accountant"
should be changed to "certified public accountant", pursuant to the Professional
Accountants (Amendment) Ordinance 2004 (23 of 2004).

Question 100. Do you agree that the Exchange should consider the list of items set out in
paragraph 346 of the Consultation Paper when deciding whether a person has
the relevant experience to perform company secretary functions?



Yes
No

Please give reasons for your views.

Question 101. Do you agree with our proposal to remove the requirement for company
secretaries to be ordinarily resident in Hong Kong?
Yes



No

Please give reasons for your views.
We note that there is currently no requirement for any director of a Hong Kong-listed
company to be ordinarily resident in Hong Kong. While we understand that the
implicit aim may be to establish a level playing field between the company secretary
requirements for issuers incorporated in the Mainland and those issuers incorporated
elsewhere outside of Hong Kong, from an investor protection point of view, we
would be concerned about dispensing with requirements for any key representatives
of listed companies to ordinarily reside in Hong Kong.
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Question 102. Do you agree with our proposal to repeal Rule 19A.16 so that Mainland
issuers’ company secretaries would need to meet the same requirements as for
other countries?



Yes
No

Please give reasons for your views.

Question 103. Do you agree with our proposal to add a Rule 3.29 requiring company
secretaries to attend 15 hours of professional training per financial year?



Yes
No

Please give reasons for your views.
The proposal is acceptable.

Question 104. Do you agree with the proposed transitional arrangement on compliance with
Rule 3.29 in paragraph 350 of the Consultation Paper?
Yes



No

Please give reasons for your views.
The proposed implementation timetable, which could extend up until August 2017
for some company secretaries, is considered to be too long, particularly for the
experienced company secretaries. Full compliance with new arrangements should be
achieved more quickly than proposed.

2.

New Section in Code on Company Secretary

Question 105. Do you agree with our proposal to include a new section of the Code on
company secretary?



Yes
No
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Please give reasons for your views.

Question 106. Do you agree with the proposed principle as described in paragraph 362 of the
Consultation Paper and set out in full in page 27 of Appendix II?



Yes
No

Please give reasons for your views.

Question 107. Do you agree with our proposed CP F.1.1 stating the company secretary
should be an employee of the issuer and have knowledge of the issuer’s dayto-day affairs?



Yes
No

Please give reasons for your views.
The proposed CP F.1.1 appears to be contradictory, as drafted. The aim of this
proposal seems to be to encourage an issuer to have a company secretary who is its
employee, while not disallowing the use of an outside service provider altogether.
We would suggest, therefore, that the first sentence be amended as follows: "The
company secretary should preferably be an employee of the issuer and have day-today knowledge of the issuer's affairs."

Question 108. Do you agree with our proposal described in paragraph 364 of the
Consultation Paper, that if an issuer employs an external service provider, it
should disclose the identity of its issuer contact person?



Yes
No

Please give reasons for your views.
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Question 109. Do you agree with our proposed CP F.1.2 stating that the selection,
appointment or dismissal of the company secretary should be the subject of a
board decision?



Yes
No

Please give reasons for your views.

Question 110. Do you agree with our proposed note to CP F.1.2 stating that the board
decision to select, appoint or dismiss the company secretary should be made at
a physical board meeting and not dealt with by written board resolution?
Yes



No

Please give reasons for your views.
The filling of a casual vacancy for a director can be done by written resolution,
without holding a physical board meeting, so we see no reason why the situation
should be different for a company secretary.

Question 111. Do you agree with our proposal to add CP F.1.3 stating that the company
secretary should report to the Chairman or CEO?
Yes



No

Please give reasons for your views.
The company secretary should report to the board. He or she may sometimes have to
take a position opposed to that of the chairman or CEO. Given that both the chairman
and the CEO may be executive directors (but see also our response to Q.66 above),
and the company secretary plays a significant role in, amongst other things, advising
the board as whole on governance matters, it is not advisable that he or she report to
the chairman or CEO.

Question 112. Do you agree with our proposal to add CP F.1.5 stating that the company
secretary should maintain a record of directors training?



Yes
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No
Please give reasons for your views.

CHAPTER 3: PROPOSED NON-SUBSTANTIVE AMENDMENTS
1.

Definition of “Announcement” and “Announce”

Question 113. Do you agree with our proposal to include a definition in the Rules for the
terms “announcement” and “announce” as described in paragraph 371 of the
Consultation Paper?



Yes
No

Please give reasons for your views.
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2.

Authorised Representatives’ Contact Details

Question 114. Do you agree with our proposal to amend Rule 3.06(1) to add a reference to
authorised representatives “mobile and other telephone numbers, email and
correspondence addresses” and “any other contract details prescribed by the
Exchange may prescribe from time to time”?



Yes
No

Please give reasons for your views.

3.

Merging Corporate Governance Report Requirements into Appendix 14

Question 115. Do you agree with our proposal to merge Appendix 23 into Appendix 14 for
ease of reference?



Yes
No

Please give reasons for your views.
While we do not disagree with the proposal, the different standing of the code and
corporate governance report ("CG report") should be very clearly highlighted, in
particular that non-compliance with the mandatory disclosures in the CG report
constitutes a breach of the listing rules.

Question 116. Do you agree with our proposal to streamline Appendix 23 and to make plain
language amendments to it?
Yes
No
Please give reasons for your views.
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