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programmes and information service and establishing an influential voice in representing
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Disclaimer
The Guidelines contain general information only and are based on experiences and research
of The Hong Kong Institute of Directors. The Institute is not, by means of the Guidelines,
rendering business, financial, investment, or other professional advices or services, nor
should the Guidelines be used as a sole basis for any decision or action that may affect your
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FOREWORD: KEY MESSAGES

Good corporate governance is essential to companies as well as to Hong Kong as a whole.
It enables companies to identify and protect against risk and helps Hong Kong to maintain
its competitiveness as an International Financial Centre. In pursuit of good corporate
governance, directors have a unique and significant role to play. | commend the Hong Kong
Institute of Directors for updating the Guidelines for Directors and | encourage directors to
make use of this valuable reference to keep abreast of the latest developments in corporate
governance and put good practices into action.

Professor K C Chan
Secretary for Financial Services and the Treasury
Financial Services and the Treasury Bureau

It is important for Hong Kong to continuously enhance its corporate governance standards if
it is to maintain its position as a leading international finance centre. Just as companies need
to constantly develop their business strategies to maintain a competitive edge in the market,
it is also vital for them to keep under review their corporate governance standards so as to
achieve the companies’ objectives and meet their shareholders’ concerns and expectations.
The Guidelines for Directors published by the Hong Kong Institute of Directors provides a
very valuable tool to directors on the law and best practices relating to their daily work and
can be read together with the Non-statutory Guidelines on Directors’ Duties published by the
Companies Registry.

Ada Chung
Registrar of Companies
Companies Registry

The importance of good corporate governance for all companies in gaining the trust of the
market and investors is well recognised. Prime responsibility for good corporate governance
of a company rests with directors who need to understand their responsibilities to their
companies and their stakeholders. Compliance with the ever increasing rules and regulations
is an essential element of every director’s duties. This updated 3rd edition of Guidelines for
Directors from the Hong Kong Institute of Directors provides clear and concise guidance for
directors and will be an invaluable guide to all directors.

Eddy C Fong
Chairman
Securities and Futures Commission

Company directors of today face many challenges, including the need to remain up-to-date
with relevant information to fulfill their duties. Published by The Hong Kong Institute of
Directors, Guidelines for Directors is a well sought after book that facilitates references and
guidelines for newly appointed directors as well as experienced directors of all companies,
both listed and private. The Institute has put in meticulous efforts in offering this updated
edition to readers.

Paul Chow
Chief Executive
Hong Kong Exchanges and Clearing




FOREWORD: FROM THE PUBLISHER

The Hong Kong Institute of Directors is Hong Kong's premier body representing professional
directors. We continually develop multi-prong strategies to nurture excellence in corporate
governance. A wide variety of director professionalism programmes is organised on a
regular basis to assist directors in fulfilling their duties. One of our major programmes is the
publication of guidelines to enable directors to do a better job.

Guidelines for Directors is a “best-seller” of the Institute and a desk-top easy-to-carry
reference book for both practising and newly appointed directors. This 3rd edition of the book
updates the latest revisions on regulatory policies, summarises the law and recommends
good practices in areas into which the law has not yet reached.

We wish to gratefully acknowledge the many parties who helped to publish this revised
edition including Ms Julianne P Doe and Prof Alex Lau; and all those who have taken part in
promoting and supporting this book.

Peter S H Wong
Chairman
The Hong Kong Institute of Directors

The Hong Kong Institute of Directors has organised numerous programmes in the
promotion of continuing professional development for directors, including seminars, forums,
publications and workshops. We are pleased to present this third edition of Guidelines for
Directors, which complements our many other initiatives. These guidelines aim to remind
and inspire directors to address various significant issues with state-of-the-art practices.

In compiling these guidelines, the Institute has had three distinct groups of readers in mind:—

(1) Newly appointed directors, for whom it is hoped that the work will provide a reasonably
brief outline of their new duties.

(2)  All those currently holding the office of director who need a general refresher as to the
breadth and scope of their responsibilities.

(3)  All practising directors who need a brief initial guide to possible courses of action in a
new situation.

We are grateful to all those who have helped in the publication of this book. We welcome
feedback of comments from readers and users, in order to enable us to enhance our director
development programmes for the Hong Kong community.

Dr Carlye W L Tsui
Chief Executive Officer
The Hong Kong Institute of Directors




PREFACE

This book attempts to summarise the law and, where possible, to recommend good
practice in those areas into which the law has not yet reached, but it is difficult to make firm
practice recommendations on many aspects of a company’s work, given the complexity
of the law, the wide diversity of activities that companies pursue, and the infinite variety
of the combinations of human personalities that are responsible for directing them. These
guidelines reflect the law of Hong Kong as at 31 December 2008.

On 30 January 2004, the Hong Kong Exchanges and Clearing Limited ("HKEx") released
amendments to the Listing Rules (for Main Board and for Growth Enterprise Market listed
companies) and also released drafts of a Code on Corporate Governance Practices (“CG
Code"”) and Corporate Governance Report, to which listed companies must pay particular
attention. Subsequently after consultation and further development, HKEx released its
conclusions on Exposure of Draft Code on Corporate Governance Practices and Corporate
Governance Report in November 2004. Readers who are dealing with any listed companies
matters should however always be mindful of the importance of referring to the actual
provisions of the Listing Rules amendments, the Code and Report themselves for a
complete picture of the regulatory requirements.

Every effort has been made to ensure this work is as comprehensive as possible but it
is not designed to be a substitute for professional advice tailored to meet the particular
problems which may arise in a dynamic and complex business community such as Hong
Kong. No responsibility for any loss arising as a consequence of any person relying upon the
information or views contained in this publication is accepted by The Hong Kong Institute of
Directors.
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