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About The Hong Kong Institute of Company Secretaries
(Incorporated in Hong Kong and limited by guarantee)

The Hong Kong Institute of Company Secretaries is an independent professional body
with approximately 4,200 members and over 2,600 students. It is dedicated to the promotion
of its members’ role in the implementation, and formulating, of good and effective corporate
governance policies in Hong Kong and China that will help maintain and advance Hong
Kong’s position as a leading international business centre.

The Institute was first established in 1949 as an association of Hong Kong members of the
Institute of Chartered Secretaries and Administrators (ICSA) of London. It became a
branch of ICSA in 1990 before gaining local status in 1994 and changing its name to The
Hong Kong Institute of Company Secretaries.

Hong Kong Registered Office Beijing Representative Office

22/F, Prosperous Commercial Building Room 3513, Southeast Business Center
54-58 Jardine’s Bazaar No. 136 Fahuasi Dajie

Causeway Bay Chongwen District, Beijing 100061
Hong Kong People’s Republic of China

Tel: 2881 6177 Fax: 2881 5050 Tel/Fax: 86 (010) 6711 7121

Email: ask@hkics.org.hk Email: hkics @hotmail.com

Website: http://www.hkics.org.hk
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The Essential Company Secretary
Introduction

HKICS members who are company secretaries of listed companies are expected to take an
active role in promoting good corporate governance practices within their organisations,
and to discharge their duties with a high degree of integrity. Any failure on the part of
HKICS members to adhere to the standards of conduct expected from them will be grounds
for disciplinary action.

This outline summarises the essential responsibilities and duties expected of a company
secretary of a listed company. A comprehensive guide to the detailed aspects of Company
Secretarial Practice can be found in the Institute’s Company Secretarial Practice Manual.

Professional Conduct

Members shall observe the highest standards of professional conduct and ethical behavior
in all their work, to support the Institute’s mission in promoting good corporate governance
and to abide by the letter and spirit of the Institute’s Memorandum and Articles of
Association, together with any codes or bye-laws made pursuant thereto.

In particular, members shall:

e exercise complete integrity, honesty, diligence and due care in carrying out and
performing their duties and responsibilities;

* safeguard the legitimate interests of their employers and clients; and

* ensure that they have the required knowledge, skill and technical competence to perform
the duties expected of them.

Members shall not:

e enter into any agreement or undertake any activity which may be in conflict with the
legitimate interests of their employers or clients, or which may prejudice the proper
performance of their duties;

* use confidential information obtained in the performance of their duties for any personal
gain or in a manner which would be illegal, or inconsistent with or detrimental to the
interests of their employers or clients;

* knowingly be a party to any illegal or unethical activity; or

¢ behave or conduct themselves in any manner which detracts or may detract from the
reputation of the Institute.

Overview

As an officer of the company at the centre of the decision making process, the company
secretary is in a position of considerable influence. The company secretary should assist
and guide the directors in their pursuit of profit and growth, while acting with integrity
and independence to protect the interests of the company, its shareholders and its employees.

.
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Today’s company secretary should play a proactive and central role in the governance of
the company. This requires excellent communication skills, a thorough knowledge of the
company’s businesses and applicable regulations, strength of character, integrity, and —
above all — a professional approach.

The Companies Ordinance imposes numerous obligations on companies regarding the
conduct of their affairs. Most of these requirements are backed up by criminal sanctions so
that in the event of a breach, the company and each of its officers in default is liable to a
fine and, in some cases, imprisonment. Additional criminal sanctions are found in legislation
which concerns particular types of business, such as offers & dealing in securities; and
construction and property development.

As an officer of the company, the company secretary can be prosecuted for most of these
offences. A list of the Companies Ordinance offences for which the company secretary can
be prosecuted is set out in the HKICS Company Secretarial Practice Manual.

Although responsibility for ensuring compliance with these matters ultimately rests with
the directors, by also making the company secretary liable, the Ordinance recognises that
the directors usually rely on the company secretary for guidance and advice. Indeed, in
some cases the facts may show that the company secretary is given responsibility for these
matters.

In view of these potential liabilities, company secretaries cannot afford to ignore cases of
non-compliance that come to their attention, even if the directors have purported to make
someone else responsible for those matters. As an officer of the company the company
secretary has a duty to monitor these matters, regardless of the terms of his or her
employment and should draw such cases to the attention of the directors and advise them
of their own and the company’s duties and obligations.

Specific Responsibilities with Regard to the Board of Directors & Senior
Management

The detailed manner in which each company secretary may best discharge his or her duty
to contribute to good corporate governance may vary from company to company. However,
the management, implementation and oversight of a range of key procedures, actions and
interfaces are a common thread in the fulfillment of the duties of all company secretaries.
Appendix I identifies the topics which it is recommended a company secretary should
regularly review and consider with a view to the successful discharge of his or her
responsibilities.

Corporate Governance Responsibilities

The importance of the company secretary’s role in promoting good corporate governance
has often been recognised in Hong Kong and elsewhere (see Appendix II). In discharging
their duties, company secretaries should consider the following as an outline of their
personal and professional responsibilities:

* Establishing an effective working relationship with the chairman and chief executive
officer, with accountability to the board (through the chairman) for all matters relating
to directors’ duties as an officer of the company.
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Ensuring the smooth running of the board’s and board committees’ activities by helping
the chairman to set agendas, preparing papers and presenting papers to the board and
board committees, advising on board procedures and ensuring the board follows them.

Keeping under close review all legislative, regulatory and corporate governance
developments that might affect the company’s operations, and ensuring that the board
is fully briefed on these and that it has regard to them when taking decisions.

Ensuring that the concept of stakeholders (particularly employees) is in the board’s
mind when important business decisions are being taken. Keeping in touch with the
debate on corporate social responsibility (“CSR”) and stakeholders, and monitoring all
developments in this area and advising the board in relation to its policy and practices
with regard to CSR and its reporting on that matter.

To act as a confidential sounding board to the chairman, non-executive directors and
executive directors on points that may concern them, and to take a lead role in managing
difficult inter-personal issues on the board (such as the exit of the directors from the
business).

To act as a primary point of contact and source of advice and guidance for, particularly,
non executive directors as regards the company and its activities in order to support
the decision making process.

To act as an additional enquiring voice in relation to board decisions which particularly
affect the company, drawing on his experience and knowledge of the practical aspects
of management including law, tax and business finance. To act as the “conscience of
the company”.

To ensure, where applicable, that the standards and/or disclosures required by Listing
Rules are observed and, where required, reflected in the annual report of the directors
— the secretary usually takes the lead role in drafting the annual report and agreeing
these with the board and board committees.

Compliance with the continuing obligations of the Listing Rules and Takeovers Code,
such as ensuring publications and dissemination of Report and Accounts and interim
reports within the periods laid down in the Listing Rules; timely dissemination of
announcements to the market and ensuring that proper notification is made of directors’
dealings.

Managing relations with investors, particularly institutional investors, with regard to
corporate governance issues and the board’s practices in relation to corporate
governance.

To induct new directors into the business and explain their roles and responsibilities.

Ensuring that the board is fully aware of its responsibility to ensure that it does not
mislead the market by putting out or allowing the release of misleading information
about its financial performance or trading condition, or by omitting to state information
which it should state, or by engaging in a course of conduct which could amount to
misleading the market.



o TR PR IR ST T AT U 8 A R N IE E BEER W B o

o FMAMBOHERE > BEEGRER > MERHUAFERE LR EE W%
T GG BN W IR A B S AN PR

fri %

NEIRERE G R UL FEAFABEATAETEN AR - BUEH Kk G 8EE 5%
OB A o AR BN R R S 0 LB R BB - SR 1 R DL R A
SEMRE A R JBATHIRTT - T > AR A g B BT AR A R R E A E R
FEGRAE M BOAL S > DR G A A7) A R R R AT R T o R SR RAT Sy o ST B SIS
WG AR o RIS o g KO B B R R A A A
Bl T T O S A R R R Y AR TR R R AR o IR DL B AR - RS R AR R
W B sr VEABAT 2 -

et o BEEREEALE X AT B B A (Institute of Chartered Secretaries & Administrators)f #F
A A R BE A GG TR G (A AR AE LS R A P A 6 A RS B
(Specimen Job Description for the Corporate Governance Role of the Company Secretary) >
MGERAF B T 5% 6 1Y (A R RS ARk B — R B BETE 51D (Duties of a Company Secretary
- Best Practice Guide) > 7L E it -

I SR A 20034 6 1 08 2 A W S " B A & H R T A R B E | (Company Secretary)



¢ Ensuring compliance with all statutory filings and regulatory disclosures.

¢ Arranging and managing the annual general meeting (“AGM”) and establishing, with
the Board’s agreement, the items to be considered at the AGM, including resolutions
dealing with governance matters.

Reputation

The reputation of the profession of company secretary generally, and the standing of the
Institute within Hong Kong’s corporate, investing and regulatory communities, stands and
falls on the individual and collective efforts of its members in performing their duties with
integrity, skill and dedication. In this respect, members who are company secretaries of
listed companies have a particular role to play, because of the visibility of their role and
the implications to the shareholding public if they fail in their duties. For these reasons,
the Institute and its members look to the company secretaries of listed companies to play a
leading role in reinforcing the reputation and standing of the profession and to set the
example in observing the highest standards of professional conduct and ethical behaviour.

Note: HKICS is grateful to the Institute of Chartered Secretaries and Administrators for
allowing it to draw on its “Specimen Job Description for the Corporate Governance
Role of the Company Secretary” and certain aspects of its “Duties of a Company
Secretary — Best Practice Guide”.

This article was published in the June 2003 issue of “Company Secretary”, the official
monthly journal of The Hong Kong Institute of Company Secretaries.
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Appendix I

Specific Responsibilities with Regard to the Board of Directors/Senior
Management

Greater details on some of the topics below will be provided in a series of Corporate
Governance Guidelines to be published by the Institute in due course. However, the company
secretary should regularly review and consider matters relating to the following:

(a) Relationships/Interfaces

e Chairman: Do you have direct access to the chairman on governance issues and all
matters relating to board and shareholder proceedings?

¢ Directors: Do you ensure that there is equal provision of timely information to all
board members?

e Managing director and senior management: Do you co-ordinate and present the
flow of information to the Board?

(b) Board Organisation
¢ Frequency of meetings: should these be increased or decreased?

* Establishment of committees: Have executive, audit and remuneration committees
been established?

¢ Other delegations of authority: Can other committees be established to consider in
greater details matters on behalf of the Board?

(c) Provision of Information to Boards and Committees
¢ Standing items: What should be considered at each meeting?

¢ Regular or periodic items: What should be considered regularly (e.g. quarterly)
and periodically (e.g. one-off)?

¢ Authority for setting the agenda: Does the company secretary liaise with the
chairman in setting the agenda?

¢ Circulars to directors: Do the articles allow resolutions in writing? Is use made of
this facility? Is it appropriate for the subject matter to be considered by resolution
in writing rather than at a meeting?

(d) Conduct of Board and Committee Meetings

¢ Timely supply of papers: Are paper dispatched to directors in sufficient time for
them to consider the matters?

¢ Structure of papers: Are papers presented in a uniform manner with an appropriate
introduction, discussion of the topic and conclusion with a recommendation or
action to be taken?

11 -
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e Length of papers: Are the papers too long or too short?

* Presentations in support of papers: Are senior executives invited to attend board
meetings from time-to-time in order to present papers?

¢ Length of meetings: Is an appropriate balance struck between unnecessarily taking
up directors’ time and allowing adequate discussion and consideration of the papers?

¢ Conduct of meetings: Can suggestions be made to the chairman for streamlining or
improving the way in which meetings are conducted?

(e) Documentation

¢ Minutes: Is the Chairman satisfied with the content, style, length and timely dispatch
of minutes? Can they be shortened or do they need to be expanded?

e Paper meetings: Paper meetings and backdating of minutes are not allowed. Is
appropriate use being made of resolutions in writing (if permitted by the Articles)
or delegation of authority?

¢ Record retention: Is there a policy in place for retention of documents?

(f) New Directors

¢ Information: Do you have an information pack for new directors covering board

and committee proceedings, delegation of authority to committees or individuals

and an outline of directors’ duties and responsibilities?

¢ Induction: Do you visit a new director in advance of his appointment to brief him
on the induction material?

¢ Training: Do you arrange for the new director to meet with heads of key business
units and operations in order to brief him on the companies operations? Is there an
ongoing training programme?

(g) Connected Transactions

¢ Monitoring: What procedures do you have in place to monitor and disclose connected
transactions?

¢ Education: Is senior management aware of the connected transaction disclosure
obligations?

(h) Disclosure of Interests

¢  Monitoring: What procedures do you have in place to monitor and report directors’
dealings?

* Reminders: Are directors regularly reminded of their disclosure obligations and
dealing restrictions?

13-
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Appendix IT
Corporate Governance Responsibilities

1992 — Report on the “Financial Aspects of Corporate Governance” by the U.K.
Committee on Corporate Governance chaired by Sir Adrian Cadbury:

* the company secretary has a key role to play in ensuring that Board procedures are
both followed and regularly reviewed;

e the chairman and the board will look to the company secretary for guidance on what
their responsibilities are under the rules and regulations to which they are subject and
how those responsibilities should be discharged;

¢ all directors should have access to the advice and services of the company secretary
and should recognise that the chairman is entitled to the strong and positive support of
the company secretary in ensuring the effective functioning of the board;

¢ it should be standard practice for the company secretary to administer, attend and
prepare minutes of board proceedings; and

* the responsibility for ensuring that the company secretary remains capable and any
question of the company secretary’s removal should be a matter for the board as a
whole.

1998 — U.K. Combined Code produced by the U.K. Committee on Corporate
Governance (which embraces Cadbury, Greenbury and the Committee’s own work):

e all directors should have access to the advice and services of the company secretary,
who is responsible to the board for ensuring that board procedures are followed and
that applicable rules and regulations are complied with. Any question of the removal
of the company secretary should be a matter for the Board as a whole.

2003 — Higgs Report into the role and effectiveness of non-executive directors:

e the company secretary should be accountable to the board through the chairman on all
matters relating to their duties as an officer of the company. It is good practice for the
company secretary to be secretary to all board committees.

2003 — Frederick Ma, Secretary for Financial Services and the Treasury addressing
the Institute’s Annual Dinner:

e company secretaries are the guardians of compliance who ensure that companies comply
with the various laws and regulations governing their operation. Company secretaries
play a very important role in upholding good governance of companies in Hong Kong.

The Hong Kong Listing Rules (Rule 8.17):

e the “secretary of the issuer must be a person who is ordinarily resident in Hong Kong
and who has the requisite knowledge and experience to discharge the functions of
secretary of the issuer and who is a member of The Hong Kong Institute of Company
Secretaries, a solicitor or barrister as defined in the Legal Practitioners Ordinance or a
professional accountant”.
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