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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 cornments, 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

conseguences?
(| Yes
M No

—

Please give reasons for your views.

I absolutely agree that plainer language should be adopted. I did not see any
plainer writing would have unintended consequences.

CHAPTER 2: PROPOSED SUBSTANTIVE AMENDMENTS
PART I: DIRECTORS
1. Directors’ Duties and Time Commitments

Question2. Do you agree with our proposed change to Rule 3.08 to clarify the
responsibilities the Exchange expects of directors?

M Yes
0 No

Please give reasons for your views.

Please also see my comments on Rule 3.08 in Attachment 1.
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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?

O Yes

1

No

[
U

Please give reasons for your views,

The first part of the proposed note, namely the reference to "A Guide on Directors'
Duties” issued by the Companies Registry and ""Guidelines for Directors and the
Guide for Independent Non-executive Directors' published by Hong Kong
Institution of Directors ("HKIoD") is not necessary.

As far as I am aware, the Listing Rules rarely make reference to rules/guidelines
published by third parties unless these rules/guidelines were published by
professional institutions where such rules/guidelines have statutory or quasi-
statutory backing, for example, the accounting standards issued by the Hong Kong
Institution of Certified Public Accountants (""HKICPA") (see Chapter 4 of the
Listing Rules), A Guide for Effective Audit Committee published by HKICPA (see
Appendix 14) and the valuation standards on properties published by the Hong
Kong Institute of Surveyors (see Chapter 5 of the Listing Rules).

If the Stock Exchange is minded to make reference to the guidelines published by

HKIoD, I was wondering why no reference is make to other useful materials such

as the "CLP Code on Corporate Governance' issued by CLP Holdings Limited

(#002) or the "Director's Handbook" issued by the Hong Kong Exchanges and

Clearing Limited (#388) which provide very detailed and good guidelines for
responsibilities for directors of issuers.

Further, references to these guidelines may give the wrong impression fo the
directors that the guidelines are exfiaustive.

I agree that the materials published by the Companies Registry and the HKIoD are
good reference materials but I do not believe that these materials should be
incorporated into the Listing Rules.

In view of the above, please delete the first part of the proposed note to Rule 3.08.
Please also see my comments on Rule 3.08 in Aftachment 1 for my suggested

drafting.

Question4. Do you agree to include a new duty (CP A.5.2(¢)) in the nomination
comunittee’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

l No
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Please give reasons for your views.

I agree with the proposal set out in paragrapls 52 and 53(a).

Question 5. Do you agree to include anew 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

I

O No

Please give reasons for your views,

I agree with the proposal set out in paragraph 53(b).
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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.

I agree with the proposal set out in paragraph 54.

Question 7.

=

—t

O

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.

I agree with the proposal set out in paragraph 55.

Question 8.

O

Do you agree to expanding CP A.5.3 (re-numbered CP A.6.3) to state that an
NED should ¢onfirm annually to the nomination committee that he has spent
sufficient time on the issuer’s business?

Yes

No

Please give reasons for your views.

I agree with the proposal sef out in paragraph 55.
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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.

No, I do not agree with this proposal. Time commitment of any non-execufive
directors would depend on ability and experience of the director concerned. The
quality of contribution make by any non-executive director to an issuer may nof be
judged solely by reference to his or her time commitment. I think so long as the
proposal set out in paragraphs 52 to 55 were adopted, there is no need to sef out
the expected time commitment in the non-executive director's appointment lerter.

Please also see my mark up in CP D.1.4 in Attachment 1.

Question 10.

i
!

{

O

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.

I agree with the proposal set out in paragraph 57.

Question 11.

=

—h

0

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.
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Yes, I absolutely agree with this proposal. Limiting the number of INED positions
a person may hold would discourage such person from treating part-time INED as
being his or her full-time job. If a person is living solely on the income from his or
her offices of INED, this may affect his independence status in the board.

Based on the information provided in Web-site.com, an independent commentary
on corporate, economic governance and regulatory affairs in Hong Kong, some
individuals may hold as many as 11 to 16 offices of INED without taking into
account other government appointed offices and/or otler non-governmental
organisations.

I consider that there should he a maximum number of INED a person may hold at
any point of time.

Question 12, If your answer to Question 11 is “yes”, what should be the number? Please

give reasons for your views.

I think, initially, we may adopt Mainland's approach: maximum 5,

Question 13, If your answer to Question 11 is “yes”, do you think that it should be a Rule or

2.

a CP?
O Rule
o CP

—_—

Please give reasons for your views.

I think we may, initially, start with CP first. We may then review this CP after
post-implementation of, say 3 years.

Dircctors’ 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)?
E Yes
O No

Please give reasons for your views,

Subject to my answer in Q15 below, I agree with this praposal.

10
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Question 15. Do you agree that the minimwn nwmber of hours of directors training should

be eight?
| Yes
M No

Please give reasons for your views.
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Based on paragraph 67, I think this eight-hour-training was proposed by reference
to the current HKIoD's requirement on its members. However there is no
quantitative analysis on the number of or percentage of issuers' directors who are
also members of HKIoD. Unless and until relevant data or information was
provided, it cannot be ascertained whether this proposal would place an onerous
burden on directors who are not members of HKIoD. I suspect majority of
issuers’s direcfors may not be members of HKIoD.

It is also worth noting that, unlike professional accountants or lawyers or
surveyors, members of HKIoD cannot be checked in HKIoD's web-site
(www.ltkiod.com).

Further, individuals have different ability, experience and background. A
standard eight-hour-training for all directors is not necessary at all to those who
have experience and/or are fully conversant with listing rules and corporate
governance issues. I believe may retired lawyers and accountants are very
experienced in corporate governance issues.

I also note that persons carrying type 6 regulated activities are only required to
achieve a minimum of 5§ CPT hours per calendar year (see Guidelines for
Continuous Professional Training, March 2003, issued by SFC. Type 6 regulated
activities refers to those activities of advising listing rules, takeavers, corporate
governance matters, etc. approved by SFC. If the Stock Exchange were minded to
set minimum training hours for directors, I suggest that the Stock Exchange
should also take the licensed persons’ CPT requirements for consideration.

In order to address the issue of directors' reasons for breaching the Listing Rules,
I think the Stock Exchange may require all directors (executive or norn-executive
directors) to provide annual confirmation (either urider a new Rule or a new CP)
to the Stock Exchange that tliey understand and are aware of the requirements of
the Listing Rules. If directors do not understand or are not aware of the Listing
Rules, they must not sign this confirmation. Otherwise, giving false or misleading
information to the Stock Exclange is an offence under section 384 of the SFO.

After all, in reality, issuers normalily have retained company lawyers and auditors
which the board may access if they need professional advice in relation to
corporate governance matters. I also note that it is a general practice that a newly
appointed director would undergo director’s training by the issuer's Hong Kong
legal advisers. If a director claims that he did not understand or is not aware of
the Listing Rules, such director should not have been appointed in the first place,

Individual directors may also seek assistance from the issuer's company secretary
if they come across any questions in relation to corporate governance issues. I will
deal with this issue in my responses to Part III] - Company Secretary of the
Consultation Paper below.

Unless the Stock Exchange do not believe that continuous professional
development could be achieve through work experience or "on the job' training, I
believe that it will not generally be necessary for directors (o undertake compulsory
minimum training lours per year if they are lo remain compelent.

To conclude, I do not agree with this proposal.
12
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Question 16. What training methods do you consider to be acceptable for the requirements
stated in the proposed CP (re-numbered RBR-CP A.6.5)7 Please give reasons
for your views.

I consider that releyvant work experience and "on the job" training is acceptable
\for the requirements set out in proposed CP A.6.5. Please also see my answers to
Q15 above.

It is worth noting that some directors may hold mulitiple directorships where the
relevant issuers may not be related to one another. If an issuer should be
responsible for arranging and funding the director's training, it may be difficult
for these unrelated issucrs to share the costs and administrative work in respect of
such training.

I think an issuer should only be held responsible for assisting the director to find a
suitable training. The ultimate responsibility for attending and funding the
continuous professional development should rest upon themselves, Of course, in
the case of full time executive directors, they may require the issuers to reimburse
the cost of attending the training. In the case of part-time non-executive directors,
it is up to them to negotiate with the issuers for funding the cost of training. If no
agreement was set out in the non-executive director's engagement letter regarding
who would bear the cost of director's training, the level of the non-executive
director's fees should reflect the fact that the director shall bear the cost himself or
lerself.

It is not only the issuer which should ensure that its director is competent, the
director concerned (whether executive or non-executive) should also ensure
lhimself or herself is competent to act as such.

However, if the Stock Exchange were minded to require o minimum 8 hours of
training, please see my proposed drafting for CP A.6.5 in Attachment 1.

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)7?

‘g Yes
(] No

Please give reasons for your views,

Yes, but please see my drafting comments on Rule 3.10A4 in Attachment 1.

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?

13
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M Yes
O No

Please give reasons for your views.

Yes, the transition period is appropriate.

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)7

(4 Yes

| No

Please give reasons for your views,

I generally agree with the proposal sef out in paragraph 88.

14
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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.

I generally agree with the proposal set out in paragraph 89.

3. Board Committees

A, Remuneration Cominittee

Question 21.

-

—

a

Do you agree with our proposal to move the requirement for issuers to
establish a remuneration commitiee with a majority of INED members from
the Code (CP B.1.1) to the Rules (Rule 3,25)7?

Yes

No

Please give reasons for your views.

I generally agree with the propasal set out in paragraph 113.

Question 22.

il

-
1!

a

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

Yes

No

Please give reasons for your views.

I absolutely agree with the proposal set out in paragraph 113.

It has come to my aftention since the implementation of the Code in 2005 that in
many occasions, an executive director who is alse chairman of the board and may
even be controlling shareholder of an issuer takes the chair of the issuer’s
remuneration committee.

15
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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.

I generally agree with the proposal set out in paragraph 114.

Question 24,

O

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 3,277

Yes

No

Please give reasons for your views,

I generally agree witl the proposal set out in paragraph 115.

Question 25.

0

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

I generally agree with the proposal set out in paragraph 115.

Question 26,

El

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.

16
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I generally agree with the proposal set out in paragraph 116,

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

Consultation Paper?
M Yes
0 No

Please give reasons for your views.

I generally agree with the propasal set out in paragraph 117.

Question 28, (i) Do you agree that where the board resolves to approve any remuneration
with which the remnuneration 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).

@) B Yes 0O No

G) M Yes O No

Please give reasons for your views.

I generally agree with the proposal set out in paragraplt 117.

Question 29, Do you agree that the term “performance-based” should be deleted from CP
B.1._32(c) (re-numbered CP B.1.2(b)) and revised as described in paragraph
118 of the Consultation Paper?
ol Yes
0 No

Please give reasons for your views,

I generally agree with the proposal set out in paragraph 118.

17
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B. Nomination Committee

Question 30. Do you agree that RBP A.4.4 (establishment and composition of 2 nomination
comumittee, re-numbered CP A.5.1) should be upgraded to a CP?

[ Yes

—_

| No

Please give reasons for your views.

I absolutely agree with the proposal set out in paragraph 131.

- 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

=

a No

Please give reasons for your views.

I absolutely agree with the proposal set out in paragraph 131.

Question 32. Do you agree that RBP A.4.5 (nomination committee’s terms of reference, re-
numbered CP A.5.2) should be upgraded to a CP?

o) Yes
0 No

Please give reasons for your views.

I generally agree with the proposal set out in paragraph 132.

18



10-02-11;21:25

Question 33.

i
(|

;DLA Piper Hong Kong ;

Do you agree that the proposed CP (currently RBP A.4.5(a)) should state that
the nomination committee’s teview 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,

I generally agree with the proposal sef out in paragraph 132.

Question 34.

0

Do you agree that the proposed CP (currently RBP A 4.5(a)) should state that
the nomination comnmittee’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.

I generally agree with the proposal set out in paragraph 132.

Question 385,

O

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.

I generally agree with the proposal set out in paragraph 133.

19
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Question 36.
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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?

Yes

No

Please give reasons for your views.

I generally agree with the proposal set out in paragraph 131,

In addition to this, I think the terms of reference of audit commitice and that of the
remuneration committee should also be made available for the public viewing by
including them on the HKEx website and Issuer's website,

Question 37.

(<

O

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

Yes

No

Please give reasons for your views,

I generally agree with the proposal set out in paragraph 134.

Quesdon 38.

)

—

d

Do you agrec 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.

I generally agree with tie proposal set out in paragraph 134.

20
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C. Corporate Governance Comunittee

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

~ Yes
O No

Please give reasons and altemative suggestions.

I generally agree with the proposal set out in paragraph 141.

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

P i

1 No

Please give reasons for your views.

Yes, I consider it necessary to submit a written report on its work annually. This
report provides a good evidence or record of the work done by this committee.

| Question 41. Do you consider that this report (as described in paragraph 146-142 of the
Consultation Paper) should be published as part of the issuer’s corporate
governance report?

Yes

(<

O No

Please give reasons for your views.

Yes, I am sure the shareholders and the public at large would be interested in
reading this report if it Is to be published as a part of the issuer's corporate
governance report.

21
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Question 42. Do you agree with introducing RBF D.3.3 stating that an issuer should
establish a corporate governance committee?

O Yes
No

o]

Please give teasons for your views,

It is not necessary to introduce this RBP D.3.3. Please see my comments on RBP
D.3.3 in Artachment 1.

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

e Yes
O No

Please give reasons for your views,

I generally agree with the propesal set out in paragraph 143.

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
a No

Please give reasons for your views.

I generally agree with the proposal set out in paragraph 144.

22
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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 non-
executive director with sufficient knowledge of the issuer’s day-to-day
operations?

Yeag

No

Please give reasons for your views,

I generally agree with the proposal set out in paragraph 145.

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
coneerns about improprieties in financial reporting) to a CP?

Yes

No

Please give reasons for your views,

I generally agree  with the proposal set out in paragraph 156.

Question 47,

o

o=

O

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

Yes

No

Please give reasons for your views,

I generally agree with the proposal set out in paragrapl 157.

23
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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.

I generally agree with the proposal set out n paragraph 158. However, since the
whilsleblowing policy is very important, I suggest that the Stock Exchange should
introduce it as a new CP instead of merely a new RBP.

Please also see my mark up in CP C.3.8 in Attachment 1.

4. Remuneration of Directors, CEO and Senior Management

Question49. Do you agree with our proposal that issuers should disclose senior
management remuneration by band (Appendix 16, new paragraph 25A)7

@ Yes

0 No

Please give reasons for your views.

I generally agree with the proposal set out in paragrapl 172.

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

g No

Please give reasons for your views.

I generally agree with the proposal set out in paragraph 172

24
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Question 51. Do you agree with our proposal to amend Appendix 16 to require an issuer to
disclose the CEQ’s remuneration in its annual report and by name?

A Yes
0 No

Please give reasons for your views.

I generally agree with the proposal set out in paragraph 173,

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
O No

Please give reasons for your views.

I penerally agree with the proposal set out ir paragraph 174.

s. Roard Evalnation

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?

e

Yes

a No

Please give reasons for your views.

I generally agree with the proposal set out in paragraph 180,

25
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6. Board Meectings

A, Considering a matter where there is a conflict of interest by a physical board mesting
rather than a written board resolution

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)?

54| Yes
0 No

Please give reasons for your views.

I generally agree with the proposal set out in paragraph 187

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

[}

1 No

Please give reasons for your views.
I generally agree with the proposal set out in paragrapl 188.

However, I believe the proposed note should have been incorporated into CP A, 1.7.

For plainer drafting purposes, I suggest that the Stock Exchange should reduce
using "note(s)" to Rule or CP or RBP. If a note is important to clarify the
meaning of a Rule or CP or RBP, such note should be incarporated into the Rule
or CP or RBP itself.

In proposed draft Appendix 14, I note that sigrificant number of "notes" were
either deleted (because these notes are not necessary or no longer relevant) or
incorporated into CP or RBP irself.

Please consider incorporating the note into CP A,1.7, Please also see my mark up
on CPA.1.7 in Attaclvment 1.

B. Directors’ Attendance at Board Meetings

26
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Question 56.

O
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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.

I generally agree with the proposal set out in paragraph 195. But please also see
my comments in my answer to 55 above.

Question 57.

O

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.

I generally agree with the proposal set out in paragraph 196.

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 meectings attended by his
alternate?

Yes

No

Please give reasons for your views.

I generally agree with the proposal set out in paragraph 196.

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)?

27
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Yes

e

O No

Please give reasons for your views.

I generally agree with the proposal set out in paragraph 202.

28



16-02-11;21:25 ;DLA Pipar Hong Kong ;
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
O No

Please give reasons for your views.

I generally agree with the proposal set out in paragraph 219(a),

Question 61.

g

[

O

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
Teceive?

Yes

No

Please give reasons for your views.

I generally agree with the proposal set out in paragraph 219(5).

Question 62,

-

et

O

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,

I gernerally agree with the proposal set out in paragraph 220.
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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”?

o Yes

[ty

d No

Please give reasons for your views,

I generally agree with the proposal set out in paragraph 220(a),

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

et

0 No

Please give reasons for your views.

I generally agree with the proposal set out in paragraph 220(5).

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?

B Yes
a No

Please give reasons for your views,

I generally agree with the proposal set out in paragraph 220(c).
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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

sharcholders?
2 Yes
O No

Please give reasons for your views.

1 generally agree with the proposal sef out in paragraph 220(d).

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?
M Yes
O No

Please give reasons for your views.

I generally agree with the proposal set out in paragraph 220(c).

8. Notifying directorship change and disclosure of dircctors’ 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

—_—

O No

Please give reasons for your views.

I generally agree with the proposal sef out in paragraph 232(a).
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Do you agree that we should amend Rule 13.51(2) to apply to the appointment,
resignation, re-designation, retirement or removal of a CEQ (and not only to a
director or supervisor)?

Yes

No

Please give reasons for your views,

I generally agree with the proposal set out in paragrapl 232(b).

Question 70.

[

—

O

Do you agree that we should amend Rule 13.51(2)(0) to cover all civil
judgments of fraud, breach of duty or other misconduct involving dishonesty?

Yes

No

Please give reasons for your views,

I generally agree with the proposal sel out in paragraph 232(c).

Question 71.

O

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.

I generally agree with the proposal set out in paragraph 233.
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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
O No

Please give reasons for your views,

I gencrally agree with the proposal set out in paragraph 234 subject to the fact the
issue have had its own website.

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
O No

Please give reasons for your views,

1 generally agree with the proposal set out in paragrapl 234.

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?
O Yes
o No

Please give reasons for your views.
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Whilst it s universally true that provision of regular management accounts or
management updates to directors would help them perform their duties and
responsibilities, however, provision of these information to directors are part of
infernal control and/internal management of an issuer.

It should be at the liberty of an issuer to provide so-called management accounts,
management updates, management briefings, management presentations, or
simply management breakfast briefing or lunch meeting to its directors. So long
as the issuer lias a proper internal control system or management information
system in place, the Stock Exchange must not interfere the issuer the way in whicl
it conducts ifs internal management.

I suggest that the Stock Exchange should defer this issue to the separate
consultation of the internal control part of the Code later this year or early next

year.

Please also see my mark up on CP C.1.2 in Attachment 1.
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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?
B Yes
O No

Please give reasons for your views.

I generally agree with the proposal set out in paragraph 245,

Question 76. Do you agree with the proposed amendment to Rule 13.25A(2)(b)(1) 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 singe its last Monthly Return?

) Yes
(] No

Please give reasons for your views.

I generally agree with the proposal set out in paragraph 246 but the drafting of the
revised Rule 13.25A(2)(b)(ii) was not good.

I suggest the two sub rules, namely Rule 13.254(2)(b)(i) and Rule 13.254(2)(b)(ii}
be combined as one single sub rule. Please also see my mark up an Rule
13.25A(2)(b)} in Attachment 1.

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?

[ii Yes
O No

Please give reasons for your views.
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I generally agree with the proposal set out in paragrapht 250. But I did not quite
agree with the statement in the last sentence of paragraplt 249.

Whilst it might be true that some smaller issuers might not have a corporate
strategy and long term business model, however, I believe large majority of issuers
in Hong Kong have corporate strategy and, at least, medium term (if not long
term) business model, The question is simply whether the issuer is willing to
disclose its strategy and business model in its annual report.

The Consultation Paper did not define what it means by "long term”. What an
issuer in IT industry considers "long term" could well be "short term" in another
industry (eg forestry or mining industry).

I think we should base on the assumption that all issuers have had corporate
strategy and long term business model and the focus should be on the requirement

fo disclose such strategy and business model in its annual report.

Please also see my mark up on CP C.1.4 in Attachment 1.

Dircctors’ 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

—

O No

Please give reasons for your views,

I generally agree with the proposal set out in paragraph 255. But I think
insurance should also cover the directors of the issuer's subsidiaries.

Please also see my mark up on CPA.1.8 in Attachment 1.

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)?
o Yes
| No

Please give reasons for your views.

I generally agree with the proposal set out in paragraplt 255.
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PART II: SHAREHBOLDERS

1. Shareholders’ General Meetings

A. Notice of Meeting and Bundling of Resolutions

Question &0.

&

_

O

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 materal implications in the notice of meeting?

Yes

No

Please give reasons for your views.

I generally agree with the proposal set out in paragraph 260.

Please also see my mark up on CP E.1.1 in Attachment 1.

B. Voting by Poll

Question 81.

O
o

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

Please give reasons for your views.

I think the current voting requirements work well. I do not believe that there is a
need to revise the rules so as to cater for the "rare circumstances" such as respond
to emergency of fire, serious accident, tropical typhoon, efc.

Question 82.

O

O

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.
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N/A4

Please also see my answer to 081 above.

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

™ Yes

frace1}

[ No

Please give reasons for your views.

I generally agree with the proposal set out in paragraph 277.

Please also see my minor drafting comtments on Rule 13.39(5) in Aftachment 1.
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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 mesting?

I Yes
O No

Please give reasons for your views,

I generally agree with the proposal set out in paragraph 279.

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 1ssuer’s anditor?

E Yes
| No

Please give reasons for your views.

I absolutely agree with the proposel set out in paragraph 290.

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?
M Yes
| No

Please give reasons for your views.

I absolutely agree with the introduction of new Rule 13.88. I am sure this new
Rule would discourage any unfair removal of auditors. It may also increase the
barpgaining power of the auditors when they are dealing with the issuer's

management in respect of irregularities or unusual matters which may arise
during the course of their audit.
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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
zuditor and allow the anditor to make written and/or verbal representation at
the general meeting to remove him?

Yes

No

Please give reasons for your views.

I absolutely agree with the proposal set out in paregrapl 230,

D. Directors’ Attendance at Meetings

Question 88,

54

ot

O

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.

I generally agree with tle proposal set out in paragraplt 298.

Question 89,

(4]

—

0

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.

I generally agree with the proposal set out in paragraph 298.
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Do you agree with our proposal to introduce a new mandatory disclosure
provision in Appendix 23 (re-numbered paragraph I(c) of Appendix [4)
stating that issuer must disclose details of attendance at general meetings of
each director by name?

Yes

No

Please give reasons for your views,

I generally agree with the proposal set out in paragraph 299.

Question 51.

.

B}

=

O

Do you agree with our proposal that CP E.]1,2 state the issuer’s chairman
should arrange for the chairrnan of “any other cornmittees” to attend the
annual general meeting?

Yes

No

Please give reasons for your views.

I generally agree with the proposal set out in paragraph 300,

E, Auditor’s Attendance at Annual General Meetings

Question 92.

o

O

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
audifors’ report, the accounting policies and auditor independence?

Yes

No

Please give reasons for your views.

I generally agree with the proposal set out in paragraph 309,
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2.  Shareholders’ Rights

Question 93.

o

[reor]

]

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,

I generally agree with the proposal set out in paragraph 312.

3. Communnication with Shareholders

A. Establishing a Comumunication Policy

Question 94.

I

[}

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.

I generally agree with the proposal set out in paragraph 317.

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 consoclidated version of their M & A or constitutional
documents on their own website and the HKEx website?

Yes

No

Please give reasons for your views.

I generally agree with the proposal set out in paragraph 323.
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C. Publishing Procedures for Election of Directors

Question 96.

-

[

[

Do you agree with our proposal to add a2 new Rule 13.51D requiring an issuer
to publish the procedures for sharecholders to propose a person for election as a
director on its website?

Yes

No

Please give reasons for your views.

I generally agree with the proposal set out in paragraph 328.

D. Disclosing Significant Changes to Constitutional Documnents

Question 97.

o

=1

d

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.

I generally agree with the proposal set out in paragraph 331.

PART III: COMPANY SECRETARY

1. Company Secretary’s Qualifications, Experience and Training

Question 98.

O

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

Yes

No

Please give reasons for your views.

I generally agree with the proposal set out in paragraph 341,
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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
O Ne

Please give reasons for your views,

I generally agree with the proposal set out in paragraplt 345,

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
a No

Please give reasons for your views.

I generally agree with the proposal set out in paragraph 346.

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

Q Yes
O No

Please give reasons for your views.
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I generally agree with the proposal set out in paragraph 347.

But I think an additional condition of "full-time employee of the issuer" should be
incorporated into the new Rule 3.28, Since the role of company secretary becomes
more important, the company secretary should be a full-time employee of the
issuer. The function of company secretary must not be contracted out to an agent
who is unlikely to have day-to-day knowledge of the issuer's affairs. Further, this
agent would unlikely to be a part of the senior management of the issuer
concerned.

Please also see my mark up on Rule 3.28 in Attachment 1.
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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
O No

Please give reasons for your views.

I generally agree with the proposal set out in paragraph 348,

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?

O Yes
= No

Please give reasons for your views,

A member of HKICS or a solicitor or a barrister or a professional accountant is
already required to complete continuing professional development programme
under liis or ler respective professional governing body.

Rule 3.29 is not necessary if not redundant. Please consider delefing this proposed
new rule.

Please also see my mark up on Rule 3.29 in Attachment 1,

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

O Yes

a No

Please give reasons for your views.

N/A

Please also see my answer to Q103 above.

46



10-02-11;21:25  ;0LA Piper Hong Kong :

2. New Section in Code on Company Secretary

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

[ Yes
O No

Please give reasons for your views,

I am not quite sure whether the proposal set out in paragraph 362 would promote
corporate governance,

Wiiat I was concerning about was that setting out clearly the roles and
responsibilities of company secretary in the CP would mislead people into
believing that directors’ responsibilities could be shifted to suclh company
secretary. The main purpose of Appendix 14 should focus on the board’s role and
responsibilities in relation to corporate governance where normally company
secretary is not a member of the board. Unless a company secretary is also an
executive director, a chief executive officer or a chief financial officer, it seems
that company secretary's duties and responsibilities should not be too onerous in
light of the rewards/remuneration/benefits he or she is receiving from the issuer.

Anyway, if the Stock Exchange Is minded fo adopt the proposal set out in
paragraph 362, please kindly consider my comments on CP F - Company
Secretary in Attachment 1.

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
M| No

Please give reasons for your views.

Please see my comments in answer fo Q.105 above,

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 day-
to-day affairs?

Yes

No
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Please give reasons for your views.

Please see my comments in answer 1o Q.101 and 0.105 above.
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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 ifs 1ssuer contact person?

O Yes
O No

Please give reasons for your views.

Please see my comments in answer to Q.101 and 0.105 above.

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?

O Yes
O No

Please give reasons for your views,

Please see my comments in answer to Q.105 above.

Question 110. Do you agree with our proposed note to CP F.1.2 stating thatthe 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?

O Yes
O No

Please give reasons for your views.

Pleasc see my comments in answer to Q.105 above.
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Question 111. De you agree with our proposal to add CP F.1.3 stating that the company
secretary should report to the Chairman or CEO?

O Yes
d No

Please give reasons for your views.

Please see my comments in answer to Q.105 above.

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?

O Yes
O No

Please give reasons for your views.

Please see my comments in answer to Q.105 above.

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?
(ol Yes
O No

Please give reasons for your views.

I generally agree with the proposal set out in paragraplt 371
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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”?

B Yes
0 No

Please give reasons for your views.

I generally agree with the proposal set out in paragrapl 374.

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?

B Yes
O No

Please give reasons for your views.

I absolutely agree with this proposal. I always find the separation of Appendix 14
and Appendix 23 unnecessary.

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.

I absolutely agree with this proposal. In fact all chapters of the Listing Rules
should have been drafted in plainer language (in particular, Chapter 144 of the
Listing Rules).

-End -
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APPENDIXI: PROPOSED AMENDMENTS TO THE

RULES

(s

(Unless otherwise specified, set out below are the draft Main Board Rule amendments. The
Exchange proposes to make equivalent amendments to the GEM Rules.)

The marked-up parts represent the preposed amendments to the Main Board Rules.

1.01

AUTHORISED REPRESENTATIVES, AND-DIRECTORS,

Chapter 1

INTERPRETATION

Throughout this book, the following terms, save where the context othenvise requires

have the following meanings: :

“announcement or announce” _means announcement published under rule 2.07C

Chapter 3

AND COMPANY SECRETARY

Autborised Representatives

3.06 The responsibilities of an authorised representative-will-be-as follows are:—

3.08

(1

he-ean—be-contasted-to contact him including home, and-office, mobile

other telcphone numbers, and—where—available—gmail _address  and

correspondence address (if the authorised representative is not based at the

H

BOARD COMMITTEES

at all times (particularly prior—te—before commencement of wading in the
morning) to be the principal channel of communication between the Exchange
and the Histed-issuer and 1o supply the Exchange with details in writing of how

and

registered office), facsimile numbers_if available_and any other contact details

preseribed by the Exchange from time 1o time;

Directors

—

The board of dircctors of s—listed-an issuer is collectively responsible for its the
management and operations-ef-the-Jisted-isseer. The Exchange expects the directors,
both collectively and individually, to fulfil fiduciary duties and duties of skill, care
and diligence to a standard at Jeast commensurate with the standard established by
Hong Kong law. This means that every director must, in the performance of his
duties as a director—

] S
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15)
(2) act honestly and in good faith in the intcrests of the company as a whole;
(b} act for proper purpose;
(c) be answerable to the lsted-issucr for the application or misapplication of its assets;
. (d) avoid actual and potential conflicts of interest and duty;
n’27 (e) disclose fully and fairly his interests in contracts with the Hsted-issuer; and
(£) apply such degree of skill, care and diligence as may reasonably be expected of a
person of his knowledge and experience and holding his office within the listed
issuer.

Directors do not satisfy the required levels of skill. care and dilisence by delegating
their resnongibilities to colleagues or managcment jin the issuer and pavinp attention to \/
ne affairs only at formal ings. e.nn active interest in
its_affairs and obtain a general understanding of its bugimess. Thev must follow up
anvything untoward that comes to their attention. .

=

the expected .g:qndard of care, ,slall and diligence, _courts will_generally

consider a_number _of factors. These include_the functions that are to be

performed by the director concerned_whether he is a full-time executive
director or a part-time non-executive director and his professional skills and

knowledge. @\ \

¢ ex\m“'ﬁ*’ﬂ« third of the board_ o wawth -t o e neoret whals anwher
! -
[‘ D e J—m—s Note: The issuer must comply with this rule by 3] December 2017

g exteutive director and comprising a majority of independent non-executive directors.

e~ -

QAP?&JB,ZG The board of directors must approve and_provide written terms of reference for the

q} .kLu ﬁmn tion committee which clearlv establish its author d duties, V-
If

the issuer fails to set up a remypgeration committee or at any time has failed 1o meet
v _of the other requirements in rules 3.25. 3.26 and 3.27. it must immediate]
lish an announeement containing the relevant details and reasons. Issuers




10=-02-11;21:25  ;DLA Piper Hong Kong

reasons-forany-deviation—Moved fo Rule 13.89]

Company Secretary

3
o

3.28 _The issuer must appoint as its fompany secretary an individual .who, by virtue of thes

. . N [ . . .
academic or professional qualifications or relevant experiencs. is
Exchange. capable of discharging the fuhctions of company secrs

in the opinion of the
Slary.
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(4/)5)

(8] _a _solicitor or barrister (as defined in the Lepal Practitioners

Qrdinance);

{c)a professional accountant (as defined in the Professional Accountants
Qrdinance),

2. In assessing “relevant experience”, the Exchanse will consider the
individual’s:

10-02-11,21:25 ;DLA Piper Hong Kong ;
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1 (a) length of emplovment with the issuer and other issuers:

; \ 05 amiliari ith the Exchange Listing Rules,

c) relevant training taken andfor to be taken in addifion 1o the minimum

requirement under rule 3.29; and
k {d) professional gqualifications in other jurisdictions.

3.29~.1In each financial

car an 1ssucr 8 company sceretary must take no less thast 15 hours

sorn who was a company secretary:

(a) on I’ Jay

August 2011;

(b) between 1™ January 20 3% December 2004 does not need to
comply with rule 3.29 upﬂ{]’%{us‘t 2013;

iply with rule 3.29 until ]

(c} batween I Japtlary 1995 to 31”%&9 1999 does not need to

Eomilf with-Fule 3.29 wntil I* August 2015- ha\” ;
{d) on.r before 31¥ December 1994 does not need to oo ;:zl{‘ with rule

229 unzil 1™ Auoust 2017

—
Chapter 8

EQUITY SECURITIES
QUALIFICATIONS FOR LISTING

8,17 The 15suer must appoint a company secretary who satisfies rule 3.28. The-secretaprof

mﬂﬂﬂ&ﬁ%&ﬁﬂeﬁ{—m—ﬁ&gg&mﬁmmm
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Chapter 13

GENERAL MATTERS RELEVANT TO THE ISSUER’S SECURITIES
Changes In Issued share capital

13.25A (1) ... elisted-an issuer-shall must whenever there is a change in its issued share
capital as a result of or in connection with any of the events referred to in rule
13.25A(2), submit .., for publication on the Exchange's website a return in such
form and containing such information ...by not later than 30 minutes before the

earlier of the commencement of the morming trading session or any pre-opening
session on the business day next following the relevaut event.

(2) The events referred to in rule 13.25A(1) are as follows:
(a) any of the following:
{a ...

(vili) exercisc of an option under the issner’s e-share option scheme by any

of its directors-a-i ;

l (ix) exercise of an option other than under the issuer’s a—share option
scheme by any of its directors-a-¢i i i
it cubsidiesien

(i) exercise of an opionjunder a share option schemelother than by a

/i W t‘) dirgctor of the listed-Issuer-er-any-ofitssubsidiaties;
W fi exercise of.an optio under a share option schemd not
d15s : idinrteg;

) gAd by a dirgctor of the $iste -or-any-ofits-subsidiaries;
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Meetings of Shareholders

1339 (1) ...

(4) Any voto of shareholders at a gencral meeting must be taken by poll sxcept where
the chairman, in good faith, deeides to allow a resolution which relates purely to a
rocedural or administrative mnatter to be voted on b how of hands. ead-the The
issuer must announce the results of the poll in the manner prescribed under rule
13.39(5).

Note: Procedural and adminisirative matters are those that

fi} are not on the agenda of the general meesting or in anv supplementary

circular to members; and

i) which relate to the_chairman’s duties to maintain the orderly conduct
of the meeting and/or allow the business of the meeting to roper!
and _effectively deglt with, whilst allpwing all shareholders a

reasonable opportunity to express their views.
(5) The issuer shell-must announce the meeting's poll results Gneluding (i) -tho-total

otes-ftora -::.-‘ e-relavantrosoluien)b Bp—~ri=-£14 otRaen el
published-in-eocordance-with-rule 2.0%C-as soon as possible, but in any cvent pet
later—then—at least the—timethat—io—30 minutes before the earlier of gither the

commencement of the moming trading session or any pre-opening session on the
business day felewing-after the meeting.

g poll results announcement must include the nu of:

-

(a) shares entitling the holder 1o attend and vote on a resolution at the meeting:

b) shares entitling avour as set ouf

in rule 13.40;

{c)shares of holders that are required under the Listing Rules to abstain from voting:
apd

(d) shares actually voted for or against a resolurion.

The issuer shall-must appoint its auditors, share registrar or extemal accountants who
are qualified to serve as jte auditors forthe-issueras scrutineerfor the vote-taking and
state the identity of the scrutineer in the announcement. The issuer shall-must eenfirm
state in the announcement whether or not any parties that have stated their inteation in
the circular to vote against the relevant resolution or to abstain have done so at the
general meeting.
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separate independent professional advice to directors to assist them he
relevant-directerordirectors-to-disohargo perform Msitheir duties to the issuer. ‘
|

A.1.87 If a substantial shareholder or a director has a conflict of interest in a matier to
be considered by the board which the board has determined to be material, the
matter should -Eet—bc dcalt with by _physxcal board meeting rather than a

rroeting ; d—rReeting bo-Bald Independent non-axecuuve
ducctors who and whose assoclatcs have no material interest in the
transaction should be present at suchk-that board meeting,

i
ul
a
~.
[op]
o8]

attendance by  electronic _means mcludm;z telephamc or
videoconferenclng mav be counted as attendance at a_physical

A.1.98 An issuer should arrange appropriate and adequate seneral insurahce cover in

respect of legal action against its directors,

.............

Chairman and Chief Executive Officer
Principle

There are two key aspects of the management of every issuer - the management of the
board and the day-to-day management of ﬁ%—wsaer—s—busmess There should be a
clear division of these rcspon.s1b1hucs atthe boasdJeveFTo ensure 4 balance of power
and authority, so that power is not concentrated in any one individual.

Code Provisions

A.2.1 The roles of chairman and chief executive officer should be separate and
should not be performed by the same individual, The division of
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@\ \ E unpublished price sensitive information in relation to the issuer or its securities,

LBam Einrl L Lods on-cpn g

/'-_—-—

Q& &op ey

(¢}  scrving on the audit, remuneratihg, osqmination and other governancc b rms
committees, if invited; and U"j—M’“‘V

(d)  scrutinising the issuer’s performance im\achieving agreed corporate
goals and objectives, and menitoring #eeNperformance reporting—ef Q

AS63 Every director should ¢psure that he can glve suﬂ.’lcxe t tire and attention to
the issuer's affairs efthe-issuer—and should-net-aecepiithe-appointmen

ecannot—do—se limit the number of his thcr professidnal commnments in
particular _any directorships ‘held in other companies) so that the proper
erformance of his duties is not compromised. The director should also
acknowledge to the issuer_that he will have sufficient time to meet his
obligations and the issuer’s expectations. A non.cxeeutive director should
confirm to the nomination commirtee annually that he has spent sufficient time
on the issuer’s business.

ASb.4

ﬁppeﬂd-ﬁ&-}G—ﬂﬂd—lﬂ—aéd-l-ﬂeﬂ—Ehe—The bonrd should estabhsh wnttcn

guidelines er—no less exacting—tesrms—than the Model Code for relevant
employees in respect of their dealings in the issuer’s securities-ef-the-issuer.
Forthispurpese-*tRelevant employee” includes any employee of the-dissueror
a director or employee of a subsidiary or holding company efthe-issuer-who,
because of sweh-his office or employment, is likely to be in possession of

Rocommended-Best-Rractices

A.56,5 All directors should participate in a-programme-efcontinuous professional

development gf at least-8 hours per financial year to develop and refresh their
knowledge and skills, This is to help—cnsurc that their contribution to the

board remnms mformed and relevant. The issuer should be responsible for

e-suitable-developrment-progeamune training, placing an !

appropriate cmphasis on the roles. functions and duties of a listed company
director.

Note: If a person holds multiple di hips, only & hours of training in total,
iz required,

A.56.6 Each director should disclose to the issuer at the time of his appointment, and
en-a-periedic-basis-in a timely manner for anv change, the number and nature
of offices held in public companies or orgamisations and other significant
commitmentswith-the- The identity of the public.companies or organisations _
and an indication of the time involved_should also be disclosed. The board
should determine for itself how frequently suel-this disclosure should be made.

A56.7 Independent non-executive directore and other non-executive Nem-exosutive
directors, as equal board members should gwc t.hc board and any cnmnut‘tees
on w]uch they serve sueh-s : :: RO A
the benefit of their skills, cxpcmsc and vaned backgrounds a.nd q_ahflcanons

Ll—k x—:»-_.J—-avT ‘\4—!- Q—ow)- Jﬂ\— e.- s *\—o-J -—L,_‘(J,\
\\ﬁj\},\‘:\; «ua-m\.vfas t&)si;.v-al-l redpin— ll-g".’.'{*:l Fov
Lafey - ‘Pﬁl 8-“\.‘-'-‘*“"*7‘“ -1 ('Q4JC e atadi

ok persen J’ﬁ\.,‘_;.bl.g e rasseldy I

l
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B.1.8 The board should conduct 2 regular evaluation of its own, and individual
directors’, performance.,

C. ACCOUNTABILITY AND AUDIT

C.1

4

7,

Financia] reporting
Principle

The board should present a balanced, clear and comprehensible assessment of the
company’s perforrance, position and prospects.

Cade Provisions

C.1.1 Management should provide such-gnfficient explanation and information to
the board es-<will-to enable the-beard-it to make an informed assessment of the
financial and other information put before the beasd-it for approval.

1.2 Manatement shonld providé all members of the Board wi onthly updates
giviie a balanced and ugderstandable assess : > dnce
nésition_and prospectd, These may in fhanagement agounts
and management ulz;_(mtes.

C.1.23 The directors should acknowledge in the Corporate Govemance Report their
responsibility for preparing the accounts;-end—there— Therc should be a
statement by the auditors about their reporting responsibilities in the auditors’
report epof the financial statements. Unless it is inappropriate to assume that
the company will continue in business, the directors should prepare the
accounts on a going concem basis, with supporting assumptions or
qualifications as necessary. Whes-Where the directors are aware of material
uncertainties relating 1o ¢vents or conditions that may cast significant doubt
upen-on the issuer’s ability to continue as a going concern, sueh-uncestainties
they should be clearly and prominently set-eui~disclosed and discussed at
length in the Corporate Govemnance Report. The Comporate Governance
Report should contain sufficient information-—so-as-te-ereble for investors to
understand the severity and significance of the-matters-at-hand. To the-oxtent
that-iti6-a reasonable and appropriate extent, thé Issuer may refer to the-other
relevant-parts of the annual report. Any-such These references should be clear
and unambipuous and the Corporate Governance Report should not esmly
contain only a cross-reference without any discussion of the matter,

4 e directors should include ip the separate state containing a discussi

and analysis of the group’s performance in the annual report, an explanation of

15
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C.2

the basis on which the issuer penerates or preserves value over the longer term
{the business tnodel) and the stvatepy for delivering the issuer’s objectives.

e:cgér‘rse of long term abz‘ecrfves.

C.1.35 The board*s—respensibiliiy—te should presemt a balanced, clear and
understandable assessment extends—te—in annual and interim reports, other
price-sensitive announcements and other finaneial disclosures required uader
by the Exehesse-Listing Rules—and _It should alse do so for repons to
regulators as—well-es—te—and information disclosed under seguired—teo—be

diselosed-pursuant te-statutory requirements,

Recommended Best Practices

C,1.46 An issuecr should announce and publish guarterly financial results within 45
days after the end of the relevant quarter; Thege should diselesing-disclose
sufficient_sueh—infornation es—weould-to enable shareholders to assess the
issuer’s performance, financial position and prospects-ef-the-dosuer, Amy-such
An issuer’s quarterly financial reperts-results should be prepared using the
accounting policies applied-te-the-issuer’s-of its half-year and annual accounts.

C.1.37 Once an issuer deeides-to-announces end-publish-its-quanterly financial results,

it should continue to do so edeptguarteriy-ropertins-for cach of the first 3 and
9 months periods of subsequent financial years. Where the-iesuer-it decides

not to continuonsly announce and publish its financial results for a particular

quarter, it should publish-pa-snneuncementte-disclose-announce the reason(s)
for eneh-this decision.

Internal controls
Principle

The board should ensure that the issuer rmaintains sound and effective intemal
controls 1o safeguard the-shareholders’ investment and the issuer’s assets,

Code Provisions

C.2.1 The directors should at least annually conduct a review of the effectiveness of
the issuers’ and its subsidiaries’ systera—of-intermal control systems ef-the
jesger-andit-gabsidiagios-and report to shareholders that they have done so in
their Corporate Governance Report. The review should cover all material
controls, including financial, operational and compliance contrels and risk

management functions,

C.2,2 The board’s annual review should, in particular, consider the adequacy of
resources, staff qualifications and experience, training programmes and budpet

i i6
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fb)  to act as the key represemtative body for overseeing the issuer's
relations with the external auditor.

ﬁccmmm

C.3.8 The andit commi s stabli whi i =) = ees
a2nd those who deal with the issner (e.g. customers and suppliers) to raise

_  concems, in confidence, with the audit committee about possible improprieties
in any matter related to the issuer.

D. DELEGATION BY THE BOARD

D.1

Management functons
Principle

An issuer should have a formal schedule of matters specifically reserved te—the-for
board—for—~its-desision_approval. The board should give clear directions to
manasgement a5-te-on the matters thar must be approved by the—beasd—it before
decisions are made on the isguer's behalf-efthedesuer.

Codc Provisions

D.1.1 When the board delegates aspects of its management and administration
functions to management, it must, at the same time, give clear directions as to
the powors—ef-management’s powers, in parficular, w&ﬂ&—fe&peet—%e—the
eireumistapees-where management should report back and obtain prior board
approval frem—thebeardbefore making decisions or entering into any
commitments on the issuer’s behalf-of-the-issuer.

Note: The board should not delegate matiers to a board committee, executive
directors or management to an extent that would significantly hinder

or reduce the ability of the board as a whole to diseharge-perform its
Sunctions,

D.1.2 An issuer should formalise the functions reserved 1o the board and those
delegated 1o management, It should review those arrangements eﬂ-a-per-xeéi-e
basis-periodically to cnsuxe that they remain appropriate to the issuer’s needs

23
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D.1.3 An 1ssuer should dlsclose the rcmgcnve resgonqxhﬂmes, dﬂ-&sreﬁ—ef

D.14

D.2 Board Compmittees

# 60/ 63

(1 is

contnbunons of the boa.rd and mﬂnagemcnt

Directors should clearly understand delegation srrangements in place. -'z-"e—‘eh&{
end;—issters— [ssuers should have formal letters of appointment for non-
executive directors scmng out the kcy terms and condmf:ms fel&twe—temf theLr
appomtment Aiats 1

Principle

Board committees should be formed with specific written terms of reference which
deal clearly with the-eemmitteestheir authority and dutics,

Code Provisions

D.2.1

D22

Where board committees are established to deal with matters, the board should
preseribe—give them sufficicntly clear terms of reference to enable sueh
eommittees-them to disehasge-perform their fimctions properly,

The terms of reference of board committees should require such-committess
them to report back to the board on their decisions or recommendations, unless
there are legal or regulatory rcstrictions on their ability to do so (such as a
restriction on disclosure due to regulatory requirements).

D.3 Corporate Governance Committee
Code Provisions

D.

®

g _lerms erence of grate cov ce_committ r_existin
committees performing this function) should include at least:

(a) to develop and review an issuer’'s policies and practices on corperate

governance and make recommendations to the. board;

)] tp review and monitor the training and continuous professional

development of directors and senior management:

c to review and monitor the issuer’s policies-and practices on complianc

with legal and regulatory reguirernents;

{d) to develop, review and rmonitor the code of conduct and compliance
manual (if anv) applicable to employees and directors' and

{e) to review the issuer’s compliance w;th the Code and disclosure in the

Corporate Governance Report,

24
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D.3.2 A corporate povernance committee (or eXisting committees performing this
function) should bave a mzajorty of independent non-executive directors as its
members. CQQQS \ PR pvw._.u\:-ﬂ . -
Govermant Cawe~lddas 7
Noate: A corporate gov 2 committee should have at least | member who o

is_an_executive director or non-execcutive director with sufficicnt -

knowledge of the issuer’s day-to-day operations. odrir

E. CONMMUNICATION WITH SHAREHOLDERS

E.1 Effective communication

Principle

The board should endeavour to-maintain-be responsible for maintaining an on-going
dialogue with sharcholders and in particular, use annual general meetings or other
general meetings to commumicate with shareheldess—themn and encourage their
participation. '

@\% O Code Provisions

E.l.l In-respest—ofFor each substantially separate issue at a general meeting, s
separate resolution should be proposed by the chairman of that meeting,
Issuers should aveid “bundling” resolutions unless they are interdependent and

- linked forming one significant propesal. Where the resolutions are “bundled”,
’\ jssuers should explain the reasons and material implications in the notice o
M\—e ) meeting.

—

V\P&d S ole; An example of a substantially” separate issue A the rominglion g
eSO ersons/as directors. Agfordingly, eaclSueh—persop/should be
S P P

nomyfated by means of a deparate resolutién. —

P\ 5 - jor B2 The chairman of the board should attend the annual general meeting._ eud He
5 should also_amrange for the chairmen of the audit, remuneration, and
w{“‘i —; nomination and any other comumittees (as appropriate) 1o attend. er-in-the-In

&}/ . their_absence, ef-the—chairmen—ef-suek—eomsmitives—hie should arranse for
At another member of the cornmittee or failing this his duly appointed delegate,

to attend. be These persons should be available 10 answer questions at the
annual general meeting. The chairman of the independent board committee Gif
any) should also be available to answer questions at any general meeting to
approve a connected transaction or any other wansaction that—is—subjeet-to
require independent shareholders” approval. Ap_issuer’s management should

-
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ensure the axternal auditor attend the annual general meeting to answer
guestions about the conduct of the audit, the preparation and content of the

auditors’ report, the acconnting policies and auditor independence.

E.1.3 The issuer should arrange for the notice to shareholders to be sent in-the-ease
ef—for annual general meetings at least 20 clear business days before the
meeting and to be sent at least 10 clear business days in-the-ease-offor all

cther general meetings. ‘

10-02-11,21:25 ;DLA Piper Hong Kong :

s L

t

E.1.4 The board should establish a sharcholders’ communication policy and review

it on a repular basis to ensure jts effectivepess,

E2  Voting by Poll

Principle
The issucr should ensure that sharcholders are familiar with the detailed procedures
for conducting a poll,

Code Provisions

E.2.1 The chairrean of a meeting should at-the-eemmopeement of the-mectingensure
that an explanation is provided of the detailed procedures for conducting a poll
@ \ D and then-answer any questions from shareholders regasding-on voting by way
efapoll, -
Hovewet, wotrlsbot oy de Togarbonk
oYk P\uj_n)\ by Tt C.-rnrvgg deernlv-'; .
e wo ) PEVERTYS - - M’rl\"&
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F. COMPANY SECRETARY

Principle

The company sccretary plays an imbortant role in supporting the board by ensuring good
information flow within the board and that board policy and procedures are followed, The

cornpany secretary is responsible fon advising the board through the chairman apd /or the
chief executive efficer on governarce matters and should also facilitate inducton end
professiona] development of directors.k

Code Provisions

F.l.1 The company secretary should be ad employee of the 15suer and Tiave dav-to-day

knowledpge of the issuer’s affairs, Wieream—issuer _snganes—en—excterMaT 3oV ice~——

— DIUVIK]EI a5 I‘L.‘.\ uUlllputm’ it ghould "“E”l",f.{‘ ﬂ‘.., deU.L;I.Y [*7 0 § IJL'}S'V,U—“"i-thn-_

+

F.1.2 The board should approve the selection, appointment e dismissal of the combany
secretary.
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Note: A bgard meeling should be held to discuss the dismissal of the company
secretary and the matter chould be dealt with by a ply

wical board meetin

rather than @ written resolution,

C'—'\‘w Oere

F.13 The company secretary should report to the board chairman and/or the chief execufve Cee
officer, dY ehsel (Tearald

f7és

E.1.4 Al directors should have secess to the advice and services of the company secretary
to cnsure that board procedures. and all applicable rules and repulations, are followed.

F.I5 “Fife compafiy secretary shﬁ majntain_g-Acord of the~fraining_ undegtiken by
directarS for each ﬁnancﬁ[:yearunderA.g‘_S. . rd
e C

CORPORATE GOVERNANCE REPORT

MANDATORY DISCLOSURE REQUIREMENTS

2 Listed—issuers—shall-To_provide bansparency, the issuers must include the following

information for the accounting period covered by the annual report and asy—significant
subsequent events ipd ' g § ior-for any-subseguent-the period up to
the date of publication of the apnual report, to the extent-that-is-prastieable possible:

G, CORPORATE GOVERNANCE PRACTICES

()  a narrative statement ofexplaining how the listed-issuer hag applied the principles in
the Code, Pfei‘ééiﬂ'g-ﬂ(p}&ﬂﬁ&iea—whieh-eaﬂ.b.}e&enabling its shareholders to evaluate

how the principles have been applied; . -

histed-an issuer has adopted its own code that exceeds the code provisions-set-eut-ig

the-Coede, such-listed-ssuerit may draw attention to swelr-this fact in its annual report:
and

(#b)  a statement as to whether the Listed-issuer meets the code provisions-in-the-Code. Ifa

(#g) in-the-eventeffor any deviation from the code provisions-set-eut-in-the-Gode, details
of sueh-the deviation during the finanejal year (including considered reasons—forsush
deviations),

$»H. DIRECTORS’ SECURITIES TRANSACTIONS

In-segpectof For the Model Code set out in Appendix 10; —

(}2)  whether the listed-issuer has adopted a code of conduct regarding directors’ securities

ransactions on terms no less exacting than the required standard set out in the Model
Code;

(#b) having made specific enquiry of all directors, whether the directors of the lisred-issuer
have complied with, or whether there has been any non-compliance with, the required
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