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The Code

This Code sets out the principles of good corporate governance, and two levels of
recommendations: (a) code provisions, and (b) recommended best practices.

Issuers are expected to comply with, but may choose to deviate from, the code provisions. The
recommended best practices are for guidance only. Issuers may also devise their own code on
corporate governance on the terms they consider appropriate.

Issuers must state whether they have complied with the code provisions for the relevant accounting
period in their interim reports (and summary interim reports, if any) and annual reports (and
summary financial reports, if any).

Every issuer must carefully review each code provision and, where it deviates from any of them, it
must give considered reasons:

(a) in annual reports (and summary financial reports), in the Corporate Governance Report;
and
(b) in interim reports (and summary interim reports), either:

(1) by giving considered reasons for each deviation; or

(i) to the extent that it is reasonable and appropriate, by referring to the Corporate
Governance Report in the preceding annual report, and providing details of any
changes with considered reasons for any deviation not reported in that annual
report. The references must be clear and unambiguous and the interim report
(or summary interim report) must not contain only a cross-reference without any
discussion of the matter.
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Issuers are encouraged, but not required, to state whether they have complied with the
recommended best practices and give considered reasons for any deviation.
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Corporate Governance Report

Issuers must include a Corporate Governance Report prepared by the board of directors in their
summary financial reports (if any) under paragraph 50 of Appendix 16 and annual reports under
paragraph 34 of Appendix 16. The Corporate Governance Report must contain all the information
set out in Paragraphs G to Q of this Appendix. Any failure to do so will be regarded as a breach of
the Exchange Listing Rules.

To a reasonable and appropriate extent, the Corporate Governance Report included in an issuer’s
summary financial report may be a summary of the Corporate Governance Report contained in
the annual report and may also incorporate information by reference to its annual report. The
references must be clear and unambiguous and the summary must not contain only a cross-
reference without any discussion of the matter. The summary must contain, as a minimum, a
narrative statement indicating overall compliance with and highlighting any deviation from the
code provisions.

Issuers are also encouraged to disclose information set out in Paragraphs R to T of this Appendix
in their Corporate Governance Reports.

What is “comply or explain”?

1. The Code sets out a number of “principles” followed by code provisions and
recommended best practices. It is important to recognise that the code provisions and
recommended best practices are not mandatory rules. The Exchange does not envisage
a “one size fits all” approach. Deviations from code provisions are acceptable if the issuer
considers there are more suitable ways for it to comply with the principles.

2. Therefore the Code permits greater flexibility than the Rules, reflecting that it is
impractical to define in detail the behaviour necessary from all issuers to achieve good
corporate governance. To avoid “box ticking”, issuers must consider their own individual
circumstances, the size and complexity of their operations and the nature of the risks and
challenges they face. Where an issuer considers a more suitable alternative to a code
provision exists, it should adopt it and give reasons. However, the issuer must explain to
its shareholders why good corporate governance was achieved by means other than strict
compliance with the code provision.

3. Shareholders should not consider departures from code provisions and recommended
best practices as breaches. They should carefully consider and evaluate explanations given
by issuers in the “comply or explain” process, taking into account the purpose of good
corporate governance.

4. An informed, constructive dialogue between issuers and shareholders is important to
improving corporate governance.
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C. ACCOU* AB A*D AAD
C1 Faaea Fb‘rmg
Prg ®

sl ely a'dsseL d e'eseqca baaqced, ceaand ¢ e eqs]be assess eqi Lo e
[} Qaq"s ee'f v aqce S\g N and e seec:s.

C'é PrOysts

C.1.1 Mana é: enssel d 9 nde 3 ff]c]eq: € 93134 n and ]qi * AN ést e
R ad ¢ eqabe e —@gean ]qi * ed assess eqie f f]qaqc]a and e €°
]qi Y agne t bef ‘e]:i‘avvzva.

C12|\/Iaqaé GnigseL d 9y g de a e be'sy fqr ey avd gt 05t
L edaces ];]q “a baanced and nde'siaqdabe assess ente I € 52 e''s
e ¢ aqce 9 S\g 0 and e§ seeces n ;kff ent deLa ¢ enabes: e R a'd
as as ¢ € and egc d]'eca *é dﬁc a* égr: e]' q :]esL nde* R e 3.08 and
<C aee* 13.

Note: The information provided may include background or explanatory
information relating to matters to be brought before the board, copies
of disclosure documents, budgets, forecasts and monthly and other
relevant internal financial statements such as monthly management
accounts and management updates. For budgets, any material variance
between the projections and actual results should also be disclosed and
explained.
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, @ en o) Snessat € d]‘eca *SS el d °eea'R CACKL NSe N a ¢
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W oeeg:e d ec s a'e a a'es f awe*a | nceti@anies “eain % Ey€nise *
® r]d ‘.U snra at a‘ cast s q]fCan QL b wc € 52 e*'s ab”.g ¢ Gnne
as a ¢’n "G nce vl_grL e‘_grsu d be cea*'y and o ]qeqi‘ 15Ce sed and
dsQ ssed a: e%t pat e G e vae G y&ance Rey il e G ' rae
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1 ™ v
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P e Hieh Spess ¢ de) and,: e scace “i * de ¥ n=at e st e''s
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Note: An issuer should have a corporate strategy and a long term business
model. Long term financial performance as opposed to short term
rewards should be a corporate governance objective. An issuer’s board
should not take undue risks to make short term gains at the expense of
long term objectives.
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L]s:]q R es. lisseL das »d ®» b ee s ¢ e 7as *s aqd ]qi ELR
d]scq sed, nde* sag ¢ “ e ¢ e ens.

' 1 q%\aenéilﬁ s Prae*§ s

C16A, 53 esseL d ayyLnCe aqd ¢ has Uf‘a':e" franca ves s o0 n 45
d?s afielc e ende K0 € ve yan Fater 5T esegseL d d]sq se 3 ff]c]eq:
n A é enabess ate ¢ de's § a558539.0 € 5% e's ee'f * ance,
f]qaqcla % SN and 9% seec:s. /%q 52 e''s faver f]qaqc]a ey (ss5eL d
be e'eva‘ed, sfH,'f eacqL nin K Cese Tz af-‘ea' and anq, @ acg nis.

C.1.7 Once a4 5% €' anyL nCes Faver f]qaqc]a ey s, &SeL dg L €é Q
» 6veac e fit e f]‘sc 3and9 ¢gts ,e’y dse f g bse fen: f]qaqc]a ‘ea's.
M eve X dec]de§ P {6 @ niel SyaryL nce and 9 bﬁs s f]qaqc]a ey S
§a wag a Jfave, @S el danyL nCa.: eveay n(s) § 5 S dec]s.r .

C2 w's-e mag~Cn ranilnq'ma e® r®
Pg ©

sl ey ad S Tesy qS]baP b epa ain éaqci dece* n J?: e nac ve and e ©q:t
v r v,
ehoexgs i n % 4@ e nac gynst e sg evs srawe o bleciyes, and
. '/n " " A " " . " " .

ey ]qgr. amt € sy e esLab,-.‘s es and an@ns aeey ¢ awe and effecwg AR

ana eq‘:&aqd Nn€na @ N syse sl ey a'dyseL de yelsee  aqa ent

e des] ., 98 en@yn and o e N vE¢ ers aa enqt and nie™na

@ "% sie s,and ana €niS el dvtndeaq qf]‘ 8y N ént ely a'de 3¢ €
effeccweqess._ﬂ.: ese s‘sce s.

14 116



C'é PrOys s

s
S Senanenen bas]s, eng "g aravey.e P N effec:,eqess.gc e
52 e*'s and S bs]d]a‘]es' s ara & et aqd n®€Ma @ nd  sgse S
5 as beeq ¢ nq cied ac east aqq a Y and “ee *t §55 Ase e de'sy: aig as
@ 1€ % n s G o vae G y€'ance Ree *t5 € ey =S el d e ve
are'a @ N s, nQ d]q fqaqc]a ® 96'ay na and @ 9a1CeQ NG s

C21T e adsseL dgi'e'S}eﬁi e 5% es*s ana é eqt and nena G na

C22T e Rk a'd’s an a “e v =S el d, n 0" e a‘, eny ej: egded‘ac‘.f
esL :ces saff (fa f fcay ns and g ve'ence, "ann e a es aqd
b d&efsce 5% e‘ S acGL nin ,' niena @ diand fraqca e 2
£ ncy ns.

C23T el ad'saqn a ey aS el d, neie a. e qS]de':

(@) ¢ eic an és SNCE&t € astan @ &€ , .ol € nag *e and e enie f
s q]f]Caqu‘ s, anlht € 53 €%'s ab”‘ é ‘e5% qd §.5C aq és 1S
Q spess and: ee w©*a equ N eng

&
(b) =l €56 e aqd U“a]h‘.f ana é ems. e ]q g q]& n yf saqd
e Loe ne™a @ na si©e s, aqdg e'e aee cabaq.L e oy .f
nie*a a d t nCig n andes ¢ € asy ‘ance o ']de s;

A
() st ee ©qrand f‘ed‘eqc‘. fe L nCay ne f e e Tex s hr‘ e
Rad{ R adg weels)) c enab £5 16 assess G N e e
) = i 1
5% e and ¢ eeffeciyeqessy frs  anqa & em,

2 . . 2 . . .
(d) s, q]f@am G "% fa”q e £3 n€s3€s5¢ 2 aye been ]deq Llf]ed
“ho e ety d Ay scee Nt é 5 sCal &g e ey ced n
Lnb YeseenelL (& €3¢ G nin é'qc]e;r: & ay8 ad, gL q’ a8 ad,
0" ay =t € tes ay€ @ aw'a | 9aCiy 9l € 53 €'s f]qaqc]a
ee'f * ace ' G qd]ar q; and

(e) sce effect yEnesse Lee 5% e''s 9y cesses § * fqaqcla ey i ‘aqd
Lqu R eQ 9 ance.
C241sg e'sgseL d d]sc‘. se, pat e G "¢ vace G yE&™ance Reg *:, a na“aye
S@E enlen ¢ 50 &y HEG Q]ed aiai iy  ana eq:aqdﬁc@qa
G & de e vy NS d ‘nat eves Yin ety d. Iq Qe alal EyaS oL d
d.ISCg se:

- - - - 2 ak " .
(a) 5c e 9y cessy sedg ]deq L]f‘, egaL ae and ana é's] rf]f]caq. s;

%

116 A14 15



A14

PN
(b) sce an feag vesy £ ¢ ers ana & eqcaqd]q:e'qa G i sySE© s
(c) an ag ed & embﬁtehadqtatltls esgqs]beﬂ c e
A ana ent and ni€™Ma & syS€ s and ey 8 &8
effeciyeness. ligseL d @y € 9anqc At 34 sie s a'e des, “ed
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a é']qSC ale'a  Ss@e enie ' SS;
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Notes:
1 An internal audit function generally carries out the analysis and
independent appraisal of the adequacy and effectiveness of the issuer’s

risk management and internal control systems.

2 A group with multiple listed issuers may share group resources to carry
out the internal audit function for members of the group.
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Relationship with the issuer’s auditors
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(@ & bew a* g "ese nsped* _a n *eq enday ns ést € avde o
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¢ 299 (& €76  ne"aly n and ce* , Se fen et £ e e w©ma
a d]a ,and any u“esﬁ "5 f]Ls es qaqr e ds osa
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Review of the issuer’s financial information

(d)

(e)

PN
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Oversight of the issuer’s financial reporting system, risk management and
internal control systems

[ Gy =l € 5% e''s f]qaqc]a G N S, andL nesse eess  addessed
b‘aseqaahebad_‘g ® ji€€e *hge ely avd sef ¢ veg e gt €
se esrs  ana & eqrand n€™Ma G nd syse s
N
(F & d]slessr: ers ana é’ ent and ni€Ma G N sas:e s _q,lc
an8 & eni § €ny 'eyi ar ana & eqq as eef s d oy
= &€ effecgw sys@ Sl S dsQ S5¢ S 6L d na d% e ade U“ac‘. f
“egL “ces, saff (fa fcaqr ns aqd € ee*ence, f"ann "% ’a es and
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) ¢ @ qs]de'.ar: €' ¢ 9Cs, as def]qed bf: ely a*d.

1
Notes: These are only intended to be suggestions on how compliance with this
code provision may be achieved and do not form part of it.

1 The audit committee may wish to consider establishing the
following procedure to review and monitor the independence of
external auditors: -

(1) consider all relationships between the issuer and the audit
firm (including non-audit services);

(i)~ obtain from the audit firm annually, information about
policies and processes for maintaining independence and
monitoring compliance with relevant requirements, including
those for rotation of audit partners and staff; and

(i) meet with the auditor, at least annually, in the absence of
management, to discuss matters relating to its audit fees,
any issues arising from the audit and any other matters the
auditor may wish to raise.

2 The audit committee may wish to consider agreeing with
the board the issuer’s policies on hiring employees or former
employees of the external auditors and monitoring the application
of these policies. The audit committee should then be in a
position to consider whether there has been or appears to be any
impairment of the auditor’s judgement or independence for the
audit.

3 The audit committee should ensure that an external auditor’s
provision of non-audit services does not impair its independence
or objectivity. When assessing the external auditor’s
independence or objectivity in relation to non-audit services, the
audit committee may wish to consider:

(i) whether the skills and experience of the audit firm make it a
suitable supplier of non-audit services;

(ii) ~ whether there are safeguards in place to ensure that there

is no threat to the objectivity and independence of the audit
because the external auditor provides non-audit services;
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(i) the nature of the non-audit services, the related fee levels
and fee levels individually and in total relative to the audit
firm; and

(iv)  criteria for compensation of the individuals performing the
audit.

4 For further guidance, issuers may refer to the “Principles of
Auditor Independence and the Role of Corporate Governance in
Monitoring an Auditor’'s Independence” issued by the Technical
Committee of the International Organization of Securities
Commissions in October 2002 and “A Guide for Effective Audit
Committees” published by the Hong Kong Institute of Certified
Public Accountants in February 2002. Issuers may also adopt the
terms of reference in those guides, or any other comparable terms
of reference for establishing an audit committee.

A
C34T ea d]: ® |13 oL d _§a e aga,abe s € se f'efe'eqc§, e %ann
5% eaqdc edte e dee &Fwed g ]zbvz el ad b‘ no d]vuff € emi €
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ne™Ma G N ¢ e awe'ssl € a d]c ® [i8eas oL d eng e
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Ny s, Ty ne ki ese aue'sandi *aeey Q‘]a:et ¢ € 9aCqy q; and

A
» . " L . " " . . '/n L
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Note: A board meeting should be held to discuss the appointment and dismissal of
the company secretary and the matter should be dealt with by a physical board
meeting rather than a written resolution.
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Notes: 1 Subject to the issuer’s constitutional documents and the law and
regulations of its place of incorporation, attendance by a director at a
meeting by electronic means such as telephonic or video-conferencing
may be counted as physical attendance.

2 If a director is appointed part way during a financial year, his attendance
should be stated by reference to the number of board meetings held
during his tenure.
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Note: The code provisions expect issuers to make certain specified disclosures in the
Corporate Governance Report. Where issuers choose not to make the expected
disclosure, they must give considered reasons for not doing so under paragraph
G(c). For ease of reference, the specific disclosure expectations of the code
provisions are:

1 directors’ acknowledgement of their responsibility for preparing the accounts
and a statement by the auditors about their reporting responsibilities (C.1. 3 of
the Code);

2 report on material uncertainties, if any, relating to events or conditions that
may cast significant doubt upon the issuer’s ability to continue as a going
concern (C.1. 3 of the Code);

3 a statement that the board has conducted a review of the effectiveness of the
internal control system of the issuer and its subsidiaries (C.2.1 of the Code);
and

4 a statement from the audit committee explaining its recommendation and the
reason(s) why the board has taken a different view from the audit committee
on the selection, appointment, resignation or dismissal of external auditors
(C.3.5 of the Code).
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Note: Issuers may consider that some of the information recommended under paragraphs
R to T is too lengthy and detailed to be included in the Corporate Governance
Report. As an alternative to full disclosure in the Corporate Governance Report,
issuers may choose to include some or all of this information:

(a)  on its website and highlight to investors where they can:

(i) access the soft copy by giving a hyperlink direct to the relevant
webpage; and/or

(i) collect a hard copy of the relevant information free of charge; or

(b)  where the information is publicly available, by stating where the information
can be found. Any hyperlink should be direct to the relevant webpage.
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