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Kent Wong & Hamilton Cheng:
Partners in Governance
How Industry Veteran Teams up with Young

Professional to Inspire Sound Corporate Values
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how Tai Fook Jewellery

Group Litd (Chow Tai Fook)

has two reasons — not just one

—to be proud of the company’s
governance system. Last December, both
its Managing Director and its Finance
Director and Company Secretary were
given the Institute’s awards for Executive
Directors among non-Hang Seng Indexes
constituents.
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Collaborating as Team

Having joined Chow Tai Fook back in
1977, Mr Kent Wong Siu Kee is a veteran
who knows the company inside out. He
also is familiar with both markets across
the border; he was responsible for devel-
oping Chow T'ai Fook’s business in Main-
land China before being appointed to
oversee the entire company in 2008.

When commenting on why they awarded
Mr Wong, the Judges credited this
“long-serving director” for leading the
jewellery group to “remarkable growth
with his strong business acumen, experi-
Judges
commended him for “building a corpo-

ence and knowledge.” also
rate culture that empowers employees to
follow internal procedures for proper
checks and balances and timely disclo-

sure.”

The company’s other awardee is Finance
Director and Company Secretary Mr
Hamilton Cheng Ping Hei, who joined
Chow Tai Fook much later in 2004. Armed
with a business degree and professional
certifications in accounting and company
secretarial disciplines, he was fast-tracked
up the corporate ladder to become one of
the youngest executive directors of Chow
Tai Fook at age 37 in 2011.

In their citation, the judges praised Mr

Cheng for his “strategic thinking,” his
“strong knowledge of the listing rules and
the latest trends in corporate govern-
ance.” He was said to have played a
“pivotal role in transforming a traditional
family-owned company into a corporate
with
managed systematically via “scientific

overseas presence” and one

analyses and performance indicators.”

The two executive directors may have
come from different backgrounds, but
they apparently complement each other in
skills and mind-set when it comes to
corporate governance. They share the
same values and go about promoting
them by playing different roles. As the
company’s “spiritual leader,” Mr Wong
sets the tone and weaves the fibres of the
corporate culture. As the professional
with the technical know-how, Mr Cheng
drafts, fine-tunes and reviews the meth-
odology to comply with regulations and to
fulfil the corporate values.

Upholding Integrity as Core Value
So what is the foremost core value for
Chow Tai Fook, a retail chain dealing in
precious commodities and luxury items?
“Integrity is fundamental for a retail
business to achieve sustainability,” said
Mr Wong. Indeed, Chow Tai Fook’s
corporate value — “Sincerity . Eternity” is
based on this fundamental principle.



As for other core values, Mr Wong listed
accountability, engagement with various
stakeholders and transparency. Mr Cheng
believes likewise. “In particular, we strive
to achieve a high level of transparency,”
he said, by “building on other aspects
such as accountability,” which all work
towards “reflecting our commitment in
upholding integrity, equity and fairness,

’»

ete.

To meet the core value of integrity as a
retailer — and one that is listed on the
Stock Exchange of Hong Kong Litd — Mr
Wong said that “proper internal control
and risk management measures are vital
to operations. It is only when a sound
system is in place that a listed retailer can
satisfy customer demands and reinforce
their confidence (in the company’s brand
name) through providing quality products
and services.”

In line with maintaining brand integrity, a
“strict quality control system” is in place
“to ensure product authenticity,” Mr
Wong said. Central to this is a “Business
Intelligence System” (BIS) that collects
real-time sales and operating data using
in-house developed Radio-frequency Identi-
fication (RFID)-enabled smart devices.
Data thus collected by these devices are
run through the BIS for big data analysis to
understand customer spending patterns,
predict sales trends and to assess
management efficiency and effectiveness

in general, he explained.

Chow Tai Fook’s “qualitative manage-
ment process” involves a series of control
procedures that emphasizes “monitoring
at fixed locations, fixed times and with
fixed quantities to strengthen overall
control from multiple aspects,” Mr Wong
said.

In addition, Mr Wong said Chow Tai
Fook’s
model gives the jewellery group “central-

vertically integrated business
ised and tight control over processes”
ranging from raw material procurement
to jewellery design, production and
marketing and sales with a global retail

network of over 2,300 points of sale.

Taking Practical Approach to
Governance

On the compliance and governance front,
the person in charge of installing and
upkeeping a system of control and risk
management is Mr Cheng. He has been
taking what he described as a “pragmatic

and step-by-step approach.”

First, he set standards for each aspect of
governance as follows:

* Define parameters and set objectives
according to priority;

* Do the “basic and mandatory” by observ-
ing listing rules and related regulations
and do the "enhancement and voluntary”
by benchmarking industry standards and
best practices;

* Develop strategies, policies and proce-
dures and key performance indicators;
and

* Progress to review and improve regularly.

“When setting standards, | asked myself
whether they were viable, applicable,
achievable and reasonable,” Mr Cheng
said. “There’s no point in having stand-
ards that are not suitable for the company
or are impractical.”

Second, he tried to come up with both
quantitative and qualitative measures to
keep tab of how the standards would be met.

“Quantitative measures are important to
ensure that we follow the road map, not just
in terms of meeting the listing rules but
also to lay the foundation for our corporate
governance structure,” Mr Cheng said.

Quantitative results
frequency or volume. Mr Wong explained

invariably involve

how it worked in terms of keeping an “active
with stakeholders,”
namely, equity analysts, the media, prospec-

dialogue various
tive investors and the public. Last financial
year, for instance, Chow Tai Fook attended
over 526 one-on-one and group meetings
with investors, seven investor conferences
and 18 non-deal road shows in Hong Kong,
Boston, Chicago and London, etc.

Qualitative measures will be developed
“as applicable and progressively,” Mr
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Cheng added. The idea is to do more than
meeting the mandatory requirements. To
enhance transparency, for instance, he
opted to do “voluntary disclosure” by
publishing quarterly announcements and
providing more information in the annual
report.

Third, given that qualitative standards are
hard to gauge, Mr Cheng would consider
benchmarking by using industry best
practices
criteria for reference.

and professional evaluation

In terms of implementation, the company
has in place a governance structure
applicable at all levels to daily operations.
Staff also are given refreshers and updates
in-house

regularly at presentations,

workshops and other training events.

Bearing in Mind Market Cycles

Keenly aware that consumers tend to
spend less on luxury items during an
economic downturn, Messrs Wong and
Cheng also favour strategic planning to
forestall risks. They believe that business
sustainability hinges a lot on governance.
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“Corporates should have the foresight to

develop strategies and directions for
responding to market trends,” Mr Wong
said. Guided by good governance, a compa-
ny will take the opportunity of an unfavour-
able economic environment to reform and
optimise operations and to streamline
processes and systems for greater efficien-
cy. At the same time, a company practicing
sustainability will “encourage staff to
overcome hurdles together and to keep

their faith in long-term growth,” he said.
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A The management of Chow Tai Fook Jewellery Group toasts for the group’s 85th Anniversary
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Looking deeper into the matter, Mr Cheng
said “good policies and guiding principles
are important” to ensure that an economic
downturn does not compromise govern-
ance. “Management may neglect some
governance aspects while focusing on
business, thus losing the balance,” he
“For

short-term profit instead of long-term

noted. instance, in going for
value, a company may sacrifice integrity for
commercial benefit. Meanwhile, low staff
morale may jeopardise employee relations

and affect performance.”

At Chow Tai Fook, the two vanguards
make sure that sound governance prevails
at all times. They succeed because they
have the company’s interest at heart. B
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A On behalf of Chow Tai Fook, Mr Kent Wong (second from the right) presents the sponsorship cheque to United Nations Children's Emergency Fund (UNICEF).
A ARBRREBEAEFRDEREDESLZTHARZERS -

s BEBERERT  BRBHNEEES
EBRNEEEMBEEBAEBFEL "R
—MERWEERZE, RS AN
ERRMERBERER - EERT
HHE  UREREB2,300EFTEH
Y5 E A A% -

KEER
ETHRMERFTE > BEEBEERENE
BEFREREERS - —HLK  thEs
EEN—EhERR " BERIEBIRIEN
BoE, -

B thASBEEABEME Y UTIZE

* RBELRFRERBMTLEE ;

o Y TEAMBEN , 1 YIBETFLET
BAIRABEER ; T TECRIEREM
B DIERIZE R R ERTIRET T EHE ;

o HIERDE - BEREEBFUITEERERE
FEIZ ; LUK

* EHREEEREHKE

T ERETHEER  ReMBECELRER
DAAT -~ B - AERNEEM -, X
AF . TMREBITUNEELRNEARAR
HENDERN - EELERAT - |

LR W EHIR Y EEEEMEMITE K
8 R E R A AE BT

E) \|

TEEMERRREEN  TREKME
REBRETE  BERERTHALHARR
CRRBTBEATNEEERRBETR
AFAELEE o ) BRSEAEGR o

EEMNERETRLEY LORBNYE -
EAREMBEMNMEDAR "HARNE
NERFELES,  EPEEREDIN
B~ BE - BEREENARALE - f
WMEE—EME  ARBH2INT E5260E
—H-LREEREESE - TEREEWNS
ERISBIRBIE  BREE - KT R
S E R BBE

AL - EMLERE TIREATIER
BEHE) - BREEREZRERATFER
BERENBEES - RTYRBENE - f
BEED TERMKE,  RYEZFRAR
HELEMN  TEAHTEREHE -

£= BEREMIEELRRSEE B4
tEEERBEROBTBRTRELTE
R SRR DESE -

AR - ARIET B E 5B
BT —EHE RS ARNEARE - b
eEMBRNHBAE - TS REL
EYED - BETHRREETESR
RO, -

BomisER
BRBEEERBERRGHIBEEER
 EEE AL e TR SRR R I AR E 2R
frgsfmiz - thMREXRBERROFEREK R
REDBORNEEE R B MAISE

F¥ENEEARENE - DUE S E R
FRREEN B - ) ERET - MR
EEERMELE  —RARERRILE
KEARFREMNEICEFES - WES
12 7 MBI ERET K - B[R -
BEEART  —KAFBERRNATTS

'BBETHFARRALS  XEREEL
HARREZRNELD °

ERA—HAREEEME  BEER T
BHMBERMESIEAEREEZN, »
EEAAREARLEELBEXI DS
BRRIFER - "HEHAREBR B
BEAESRAEEBIELME  BERE
o ) fRIEEH . THM - RERBRR
RENBAMIFERENEE  2ATEHY
BERTHAEMNGMBERRNE - B W
RETITRER.R  EWURETELSEREK
BRI R -

BREMAMCELE - BARETREHZIH

TTRIFER - Iz FTLlksh » 2R B
EARMMBEREDE - Y

EEESEE: H—-HLEE 19



