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Preface

This Compliance Control Guide For the Board of Directors (the “Guide”) is prepared by BMI Listed
Corporate Services Limited (“BMILCS”). BMILCS is a leading professional corporate services
provider which offers comprehensive and reliable corporate secretarial services to listed and private
companies in Hong Kong, the People’s Republic of China and throughout the Asia region.

With the help from our expertise business support, we can remove obstacles that would hinder your
many great plans and let you concentrate on expanding your business without hesitation.

Since we have substantial experience in providing corporate services, especially for services in
relation to the annual disclosure requirements as stipulated in the Rules Governing the Listing of
Securities on the The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) (the “Listing
Rules”), we put together our expertise and insights of our professionals in coming up with advice on
compliance control for the requirements on the Board of Directors (the "Board") in this Guide.

Here with our professional advice, we presented to you this Guide identifying the requirements on
the Board of Directors.

BMI Listed Corporate Services Limited
September 2016
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1. Authorised Representatives

With reference to rule 3.05 of the Listing Rules of the Stock Exchange, every listed
company shall appoint two authorised representatives, who must be either two
directors or a director and the company secretary of the listed company unless
the Stock Exchange, in exceptional circumstances, agrees otherwise, to act at all
times as the listed company’s principal channel of communication with the Stock
Exchange.

According to rule 3.06(1) of the Listing Rules, the authorised representatives shall
provide the Stock Exchange the details of his contact information including home,
office, mobile and other telephone numbers, email address and correspondence
address, facsimile numbers (if any), and any other contact details requested by the
Stock Exchange.

Meanwhile, in accordance with rule 3.06(2) of the Listing Rules, the authorised
representative should ensure there is suitable appointed alternate of him, who is
known to the Stock Exchange, whenever he is outside Hong Kong, and provide the
Stock Exchange the details of the contact information of the alternate including his
home and office telephone numbers and facsimile numbers (if any).

In addition, under rule 3.07 of the Listing Rules, a listed company shall inform the
Stock Exchange regarding the change of authorised representatives as soon as
possible by submitting form FFOO1M following the change.
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2. Audit Committee and
Remuneration Committee

For better corporate governance practice, a listed company is required to establish
an audit committee and a remuneration committee respectively under the Listing
Rules.

With reference to rules 3.21 and 3.25 of the Listing Rules, both audit committee
and remuneration committee of a listed company must comprise a majority of
independent non-executive directors and must be chaired by an independent non-
executive director. Moreover, an audit committee of a listed company must comprise
at least 3 members who are non-executive directors and at least one of whom is an
independent non-executive director with appropriate professional qualifications.

With reference to rules 3.22 and 3.26 of the Listing Rules, the Board of a
listed company must approve and provide written terms of reference which
clearly establish its authority and duties for both the audit committee and the
remuneration committee.

Meanwhile, with reference to rules 3.23 and 3.27 of the Listing Rules, if a listed
company fails to set up an audit committee or a remuneration committee or at
any time fails to meet any of the above requirements, an announcement must be
published immediately containing the relevant details and reasons. Afterward, the
listed company should also fulfill the above requirements within 3 months.
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3. Re-election of Independent
Non-executive Directors

The Board of a listed company should include a balanced composition of executive
and non-executive directors (including independent non-executive directors (the
“INED(s)”) ) in order to have a strong independent element on the Board, which can
effectively exercise independent judgment. INEDs should be sufficient caliber and
number for their views to carry weight.

Under rules 3.10 and 3.10A in Chapter 3 of the Listing Rules, the Board of a listed
company must include at least three INEDs and the INEDs must represent at least
one-third of the Board by 31 December 2012.

According to code provision A.5.5 in Appendix 14 of the Listing Rules, where the
Board proposes a resolution to elect an individual as an INED at the general
meeting, it should set out in the circular to shareholders and/or explanatory
statement accompanying the notice of the relevant general meeting why the Board
believes the INED should be elected and the reasons why the Board considers the
INED to be independent.

In addition, code provision A.4.3 in Appendix 14 of the Listing Rules sets out that
serving more than nine years could be relevant to the determination of an INED’s
independence. If an INED serves more than 9 years, the further appointment
of such INED should be subject to a separate resolution to be approved by
shareholders. The papers to shareholders accompanying that resolution should
include the reason why the Board believes the INED is still independent and should
be re-elected.
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4. Dealing by Directors

In order to maintain an equal trading environment for both substantial shareholders
and minority shareholders, there are rules imposed on the dealing by directors of
listed issuers to avoid insider dealing and market misconduct.

According to the Model Code for Securities Transactions by Directors of Listed
Issuers in Appendix 10 of the Listing Rules, directors who are aware of or privy to
any negotiations or agreements related to intended acquisitions or disposals which
are notifiable transactions under Chapter 14 of the Listing Rules or connected
transactions under Chapter 14A of the Listing Rules or any inside information must
refrain from dealing in the listed issuer’s securities as soon as they become aware
of them or privy to them until the information has been announced.

Furthermore, a director must not deal in any securities of the listed issuer on
any day on which its financial results are published, during the period of 60 days
immediately before the publication date of annual results and during the period of
30 days before the publication date of interim results in order to protect the interest
of shareholders. The listed issuer must notify the Stock Exchange in advance of
commencement of each period during which directors are not allowed to deal.

Apart from the above circumstances, before dealing in any securities, the directors
must first notify in writing the chairman or a director designated by the Board for the
specific purpose and must receive a dated written acknowledgement. A response
to a request for clearance to deal must be given to the relevant director within five
business days of the request being made and it must be valid for no longer than
five business days. After dealing, the director must file a notice to DI Unit of Stock
Exchange using Form 3A within three business days from the day of the deal for
purpose of disclosing interest in shares.
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5. Notice of General Meeting

The Board of a listed issuer should always maintain an on-going dialogue with
shareholders, in particular, through annual general meetings or other general
meetings to communicate with shareholders and encourage their participation. In
this regard, notice must be issued to shareholders who are entitled to attend the
meeting.

Section 114 of the Hong Kong Companies Ordinance sets out that a Hong Kong
limited company should provide at least a 21-day notice for an annual general
meeting or any other meeting at which a special resolution is proposed, while only a
14-day notice is required for other meetings.

According to rule E.1.3 of Appendix 14 of the Listing Rules, the notice of meeting
should be given to shareholders at least 20 clear business days before the annual
general meeting and on the other hand at least 10 clear business days for other
general meetings.

Apart from complying with the Hong Kong Companies Ordinance as a Hong Kong
limited company and the Listing Rules, a listed issuer should also refer to the
articles of association of the listed issuer for the notice period required. The articles
of association differ from company to company, but generally a notice of 21 clear
days for holding an annual general meeting is a common practice of listed issuers.

6. Bibliography and Reference
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