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Hong Kong Stock Exchange (HKEX) is the front line regulator
promoting good corporate governance (CG) practices and
reporting amongst listed companies and will review the CG
framework under the Listing Rules from time to time to ensure that
it remains fit for the purpose, continues to promote high quality CG
standards and is adequate for maintaining investor confidence in the
market. In this respect, the CG Code was last reviewed and amended
in January 2022. On 14 June 2024, HKEX issued the consultation
paper to consult the market on the review of CG Code and related
Listing Rules. The proposals contained in the consultation paper are
intended to:

(a) improve board effectiveness through (i) the designation of a
lead INED; (ii) mandatory director training; (iii) regular board
performance reviews and disclosure of a board skills matrix; (iv)
a holistic annual assessment by the nomination committee of
directors’ time commitment and contribution to the board; and (v)
phasing out of overboarding INEDs;

(b) strengthen board independence by phasing out long serving
INEDs;

(c) further promote board and workforce diversity of listed
companies;

(d) enhance risk management and internal control sections of the CG
Code; and

(e) promote better capital management by enhancing disclosures
regarding listed companies’ dividend policy and the board’s
dividend decisions.

A total of 261 submissions were received by HKEX with general
support from the markets except with certain proposals that HKEX
has agreed to modify or amend. In December 2024, HKEX issued
the consultation conclusions implementing the proposals with some
modifications. The revised CG Code and related Listing Rules will be
implemented on | July 2025 with the new requirements applicable
to CG reports and annual reports in respect of financial years
commencing on or after 1 July 2025.

This FRA column will update members on the new requirements of
the CG Code and related Listing Rules under (a) board effectiveness;
(b) independence of INEDs; (c) board and workforce diversity; (d) risk
management and internal controls; and (e) dividends.

Board Effectiveness
Board effectiveness covers (a) designation of lead INEDs; (b)

mandatory director training; (c) board performance review; (d)
disclosure of board skills matrix; and (e) overboarding INEDs and
directors’ time commitment.

On the designation of lead INED, this is now introduced not as a

code provision (CP) but as a recommended best practice (RBP) (RBP
C.1.8).
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On mandatory director training, all directors are required to receive
mandatory continuous professional development on specific topic
each year. Newly appointed first-time directors are required to
complete a minimum of 12 hours of training. Such training is required
to be disclosed in management discussion and analysis (MDA).

On board performance review, a board is required to conduct a
board performance review at least every two years under CP B.1.4,
with specific disclosure in the CG report.

On disclosure of board skills matrix, listed companies are required
to maintain and disclose a board skills matrix in the CG report with
enhanced disclosure on the board’s skills under CP B.1.5.

On overboading INED, under the new Listing Rules, there will be a
hard cap on overboarding that an INED must not concurrently hold
more than six listed company directorship with a three-year transition
period. For existing listed companies, compliance is required by the
first AGM held on or after 1 July 2028 by then no overboarding INED
is permitted. For IPO applicants, no overboarding INED is permitted
from 1 July 2025.

On directors’ time commitment, under the new mandatory disclosure
requirement (MDR), the nomination committee of a listed company
is required to annually assess and disclose its assessment of each
director’s time commitment and contribution to the board.

Independence of INEDs
Long serving INEDs are INEDs serving for the listed company for

nine years and more. Under the new Listing Rules, there will be a
hard cap on the tenure of long serving INEDs to be implemented
by phases over a
period of six years.
In phase one, listed
companies must not
have long serving
INEDs representing a
majority of the INEDs
on the board by the
first AGM held on
or after 1 July 2028.
In phase two, listed
companies must
not have any long
serving INED on the
board by the first
AGM held on or after
1 July 2031. The
cooling-off period is
lengthened to three
years. In relation
thereto, MDR is
revised to disclose
the length of tenure
of each director.
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Board and Workforce Diversity
On board and workforce diversity, the following proposals are
adopted and will be implemented.

A new CP is introduced to require a listed company to have at least
one director of a different gender on the nomination committee.
MDR is upgraded to require an annual review of the implementation
of the board diversity policy. A new Listing Rule is introduced to
require listed companies to have and to disclose a workforce diversity
policy. MDR is revised to require separate disclosure of the gender
ratios of senior management and the workforce. A new Listing Rule is
introduced to codify the arrangements during temporary deviations
from the requirement for listed companies to have directors of
different genders on the board.

Risk Management and Internal Controls
On risk management and internal controls, MDR in relation thereto

is upgraded to require enhanced disclosure in the CG report on
the board’s review of the effectiveness of the risk management and
internal controls which shall be conducted at least annually.

Dividends

On dividends, listed companies are required under the new MDR to
disclose in the CG report specific information on their dividend policy (or
explain the reasons for not having one) and the board’s dividend decisions.

Other Minor Amendments to the Listing Rules

Certain minor amendments are proposed in the consultation paper,
adopted in the consultation conclusions and to be implemented with
effect from 1 July 2025 as follows:

(a) codify HKEX's existing guidance by revising the Listing Rules
to require listed companies to set a record date for general
meetings and receiving entitlements;

(b) codify HKEX's recommended disclosure in the annual report
regarding listed companies’ modified auditors’ opinions into the
Listing Rules;

(c) clarify HKEX's expectation on the provision of monthly updates to
the board; and

(d) align the requirements applicable to nomination committee, the
audit committee and the remuneration committee on establishing
written terms of reference and arrangements during temporary
deviations from requirements.

Amendments to the Listing Rules
In order to implement the proposals as contained in the consultation

conclusions, the Listing Rules are amended. The relevant
amendments to the Main Board Listing Rules and the GEM Listing
Rules (including consequential changes, amendments and updates)
are contained in Appendices Ill and IV to the consultation conclusions
respectively. A mapping table setting out the current location and
the new location of the relevant provisions under the re-arranged CG
Code are available in Appendix V to the consultation conclusions.
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HKEX Guidance

In order to assist listed companies and
their directors to comply with the CG
Code and the related Listing Rules, the
following guidance notes, materials and
resources are available on HKEX website,
namely,

(a) Corporate Governance Practices Portal
which is an one-stop educational CG
platform with all training and guidance
materials; in relation thereto, HKEX
will in the first half of 2025 update this
platform to provide additional guidance
for boards and directors to assist the
listed companies to comply with the
new CG requirements implemented
under the consultation conclusions;

(b) INED Corner provides focused practical
guidance for INEDs; and

(c) Board Diversity Hub contains guidance and data on board
diversity.

Members are advised to consult the above materials for guidance in
the implementation of the CG Code and related Listing Rules.

Conclusion

Our Chamber is aware of certain controversies in the implementation
of certain proposals as contained in the consultation paper, in
particular, the proposals relating to lead INED, mandatory director
training, overboarding INED and long serving INEDs and has
made detailed submissions in relation thereto. Our chamber’s
submission to HKEX is available for members on our website and
also available on HKEX website. In response to our submission and
other submissions as well, in the consultation conclusions, certain
proposals have been amended, watered down or implemented by
phases. All in all, we agree with HKEX that ‘the latest enhancements
reflect HKEX’s continued focus on, and commitment to, promoting
good corporate governance practices among our [listed companies].
The new requirements will bring new and more diverse perspectives
to the boardroom, thereby strengthening overall board effectiveness,
independence and diversity..... Importantly, these enhancements
align with heightened global investor expectations on governance
standards, ensuring our markets remain internationally competitive
and attractive, supporting the continued vibrancy of Hong Kong's
capital market ecosystem.’

If members have any comment on the new CG amendments, please
let us know and we will reflect your views to HKEX.

Vincent P C Kwan
Solicitor/Certified Public Accountant (Fellow) (Non-Practising)
Member (Formerly Chairman), FRA Committee
The Chamber of Hong Kong Listed Companies
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