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FOREWORD: KEY MESSAGES

The corporate governance system is the cornerstone of the modern joint-stock companies
and today's free capital markets. Good corporate governance enhances investors’
confidence and the appeal of our markets, which underpin the stability of our financial
system. Now in its 4th edition, the Guidelines for Directors published by The Hong Kong
Institute of Directors are valuable references and | encourage directors to make good use of
them.

Professor K C Chan
Secretary for Financial Services and the Treasury
Financial Services and the Treasury Bureau

It is important for Hong Kong to continuously enhance its corporate governance standards if
it is to maintain its position as a leading international financial and business centre. The new
Companies Ordinance provides for a mixed objective and subjective test for the standard of
directors’ duty of care, skill and diligence, to take into account the general knowledge, skill
and experience that the director has and may reasonably be expected of the director. The
Guidelines for Directors published by The Hong Kong Institute of Directors provides a very
valuable tool to directors on the law and best practices relating to their daily work and can be
read together with the Guide on Directors’ Duties published by the Companies Registry.

Ada Chung
Registrar of Companies
Companies Registry

Good corporate governance is an important aspect of a healthy and quality market. A
market with a robust framework of corporate governance rules and regulations provides
investors with confidence in the market and companies with the incentives to develop their
businesses. Directors have a vital role to play in ensuring observance of good corporate
governance standards and compliance with increasing rules and regulations, balanced
against their responsibilities to their companies and stakeholders. This updated 4th edition of
the Guidelines for Directors from The Hong Kong Institute of Directors provides very helpful
guidance for directors and will be an invaluable reference to all directors.

Carlson Tong
Chairman
Securities and Futures Commission

Becoming a director of a listed company brings us responsibilities. Directors are in place
to make sure the interests of shareholders are served and that companies adhere to good
corporate governance practices. One of the challenges of the role is ensuring they are
completely up-to-date with the latest information to fulfill their obligations and carry out their
duties properly. This latest edition of the Guidelines for Directors is an indispensable tool that
helps directors understand their responsibilities to both their companies and stakeholders.

C K Chow
Chairman
Hong Kong Exchanges and Clearing Ltd.




FOREWORD: FROM THE PUBLISHER

The Hong Kong Institute of Directors is Hong Kong's premier body representing professional
directors to foster the long-term success of companies through advocacy and standards-
setting in corporate governance and professional development for directors. With support
from our expanding membership, we continually develop multi-pronged strategies to nurture
excellence in corporate governance. A wide variety of director professionalism programmes
is organised by the Institute on a regular basis to assist directors in fulfilling their duties. One
of our major programmes is the publication of guidelines to enable directors to do a better
job.

Guidelines for Directors is a “best-seller” of the Institute and a desk-top easy-to-carry
reference book for both practising and newly appointed directors. This 4th edition of the book
includes the latest legal and regulatory updates, particularly the Companies Ordinance (Cap
622) effective commencing 3 March 2014. The guidelines summarise the law and regulation
and recommend good practices.

We are pleased that this book is cited by the Listing Rules of the Hong Kong Exchanges
and Clearing Limited as one of the guiding publications for directors, in a Note to Rule 3.08
of the Listing Rules effective 1 January 2012. \We are obliged to review the book from time
to time and keep its contents up to date. It is the Institute’s objective to serve directors
and stakeholders so as to contribute towards enhancing Hong Kong's competitiveness and
promoting Hong Kong as a leading business and financial centre.

We would like to extend our gratitude to:—

o the authorities who have provided key messages to the Foreword;

° the Companies Registry for permission to include its publication summarising the
major initiatives of the New Companies Ordinance (Cap 622) in the Appendix of this
4th edition;

o Ms Julianne Doe and Dr Alex Lau for their service as revision editors of this 4th edition;

o all those who have helped to publish this 4th edition; and

° all those who take part in promoting and supporting this book.

Dr Kelvin Wong

Chairman
The Hong Kong Institute of Directors
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The Hong Kong Institute of Directors has organised numerous programmes in the
promotion of continuing professional development for directors, including seminars, forums,
publications and workshops. We are pleased to present this 4th edition of Guidelines for
Directors, which complements our many other initiatives. These guidelines aim to remind
and inspire directors to address various significant issues with state-of-the-art practices.

In publishing the guidelines, the Institute has had the following readers in mind:—

(1) newly appointed directors who need to be inducted with an appropriate outline of their
new duties.

(2)  currently practising directors who need a refresher as to the breadth and scope of their
responsibilities.

(3)  currently practising directors who need a brief initial guide to possible courses of action
in a new situation.

In revising the guidelines, we are mindful of the major legal and regulatory changes that are
relevant to directors. In particular, the clarification of directors’ duty of care, skill and diligence
by the Companies Ordinance (Cap 622) bears profound significance on how directors fulfil
their roles. With up-to-date knowledge, this 4th edition is an essential aid for directors.

We are grateful to all those who have helped in the publication of this book. We welcome
feedback of comments from readers and users, in order to enable us to enhance our service
for directors, stakeholders and the economy of Hong Kong.

Dr Carlye W L Tsui
Chief Executive Officer
The Hong Kong Institute of Directors
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PREFACE

This publication attempts to summarise the law and, where possible, to recommmend good
practice in those areas into which the law has not yet reached, but it is difficult to make firm
practice recommendations on many aspects of a company’s work, given the complexity
of the law, the wide diversity of activities that companies pursue, and the infinite variety
of the combinations of human personalities that are responsible for directing them. These
guidelines reflect the law of Hong Kong with the New Companies Ordinance Cap 622
(which replaces the Old Companies Ordinance Cap 32), effective commencing 3 March
2014. Provisions relating to corporate insolvency, winding up, disqualification of directors,
receivers, managers and prospectuses have now been retained in the renamed Companies
(Winding Up and Miscellaneous Provisions) Ordinance (WUMPO) Cap 32. Highlights of the
changes introduced by the New Companies Ordinance are summarised in an article from the
Companies Registry attached in the Appendix of this book.

The guidelines in this publication also make reference to the Listing Rules (for Main Board
and for Growth Enterprise Market) of the Hong Kong Exchanges and Clearing Limited,
including the Corporate Governance Code (the CG Code). Readers who are dealing with any
listed-company matters should however always be mindful of the importance of referring
to the actual provisions of the Listing Rules themselves for a complete picture of the
regulatory requirements. This publication is cited by the Listing Rules in a Note to Rule 3.08
as reference guidelines for directors in fulfilling their duties.

Every effort has been made to ensure this work is as comprehensive as possible but it
is not designed to be a substitute for professional advice tailored to meet the particular
problems which may arise in a dynamic and complex business community such as Hong
Kong. No responsibility for any loss arising as a consequence of any person relying upon the
information or views contained in this publication is accepted by The Hong Kong Institute of
Directors.
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