“Corporate Governance Guide for Boards and Directors”
Summary Extract

To support the board’s application of the Corporate Governance Code (the “CG Code”) and strengthen the
board’s role in enhancing corporate governance practices for listed companies in Hong Kong, the Stock
Exchange of Hong Kong Limited (the “Exchange”) published the Corporate Governance Guide for Boards and
Directors (the “Guide”) in May 2025. This article summarises some key updates companies should pay
attention to.

Governance

Specific requirements for independent non-executive directors (INED)

To avoid groupthink, there is a new nine-year cap for the tenure of INEDs, which is calculated from the issuer’s
listing date (where the INED is appointed prior to the issuer’s listing) or the INED’s date of appointment (where
the INED is appointed after the issuer’s listing). After a three-year cooling-off period, long serving INED can be
reappointed as an INED as long as satisfying the independence guidelines set out in Main Board Listing Rule
3.13 (Independence Guidelines).

There is a two-phase transition period on the cap:

Timing Requirement

The majority of INEDs on an issuer’s

Comppllaze by Hie board (i.e. > 50%) must be INEDs who

Phase one AL SR e AL, have served on the board for less
held on or after 1 July 2028 .
than nine years
An issuer must not have any INED
Phase two Compliance by the first AGM who has served on the board for

held on or after 1 July 2031 nine years or more (long serving

INED) on their board

During the transition period, the current requirements for new INED appointment where all INEDs are long
serving INEDs" will apply up to the expiry of phase one, while the current requirements on the re-election of
long serving INEDs? will apply up to the expiry of phase two.

1 Code Provision (CP) B.2.4. of the CG Code.
2 CP B.2.3. of the CG Code.

To ensure board continuity and allow sufficient time for the recruitment of suitable replacement INEDs,
issuers should conduct comprehensive succession planning.

The number of Hong Kong listed issuer directorships that an INED may concurrently hold is capped at six.
Directors should consider pre-existing time commitments and the expected additional time commitment of
the new role before accepting any new listed issuer directorship role.

The nomination committee must conduct the annual nomination committee assessment, which is separate

from the board performance review, annually to assess and disclose each director’s time commitment and
contribution to the board. Consistent assessment criteria should be applied.

Board performance review

The CG Code requires issuers to conduct the board performance review once every two years. However,
issuers should consider the complexity of their operations or recent changes to decide the need to have more
frequent reviews.

There is flexibility in the structure and implementation of regular board performance review. The review
process should be confidential, involving the board and other stakeholders. The board’s performance in
supporting the issuer’s objectives, and its strengths and weakness should be evaluated, with measures to
address the gaps identified. Board skills matrix should be adopted in the assessment, and review outcomes
help facilitate the issuer’s nomination process.

Board performance review can be conducted internally or externally, and the board should consider the
issuer’s complexity of business operations to make the decision. Internal reviewers are more familiar with the
issuer’s business, being more cost-effective, but the lack of independence may compromise objectivity and
thoroughness. In contrast, external reviewers are more impartial and experienced with higher integrity and
transparency.

The focus of the board performance review is on the overall performance of the board and the existing skills,
expertise and qualifications of the board as a whole, but not an individual director. Assessment criteria should
evaluate the overall effectiveness and efficiency of the board.



Risk management

With clear operational, reporting and compliance objectives formulated, issuers identify the risks that may
impact or prevent it from achieving the objectives. Therefore, clear objectives should be defined beforehand:

¢ Operational objectives:
Objectives that facilitate effective and efficient operations by enabling the issuer to achieve strategic,
operational and financial performance goals and safeguard such goals against business, operational,
financial, compliance and other risks

e Reporting objectives:
Objectives that safeguard the quality of the issuer’s internal and external reporting, including through
the maintenance of proper records and processes that generate timely, relevant and reliable information

e Compliance objectives:

Objectives that focus on the issuer achieving regulatory compliance and adherence to internal policies
with respect to the operation of the issuer’s business

Issuers are encouraged to adopt the Integrity Compliance Management System (ICMS) by integrating relevant
procedures into their existing framework of risk management. Under the ICMS, there are five core
components:

Integrity policy and code of conduct
Integrity capacity and culture building
Integrity risk management

Corruption detection and reporting

ICMS audit
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Either as part of the ICMS or as individual policies, issuers are required to adopt effective whistleblowing and
anti-corruption policies and procedures, in consideration of the coverage of eight major components:

Purpose Implementation/enforcement

1 5

2. Culture/pledge 6. Communication of policies
3. Personnel to which the policy applies 7. Training/capacity building
4 8

Conduct/breaches covered Review and update of policies

It is noted that the Hong Kong Independent Commission Against Corruption (ICAC) provides free, tailor-made
and confidential corruption prevention advisory services in shaping and formulating issuers’ whistleblowing
and anti-corruption policies, systems, and procedures.

Director training

To ensure effective governance, regular director training should be conducted. Regarding annual director
training, all directors of issuers on the Exchange are mandated to undergo training, covering a minimum of
specified five topics:

Board and director’s duties

Listing Rules and Hong Kong law compliance

Corporate governance and ESG

Risk management and internal controls
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Industry and business updates

Formats and providers of the training can vary across issuers. Directors should have sufficient skills to
discharge their duties, and reference training hours range from 10 to 20 hours per year.

For first-time directors, there is mandated minimum number of training hours listed in the Guide, which is
separate from and additional to the general induction training.

Minimum training hours

Types of first-time director .
requirements

A director who is appointed as a director of an
issuer listed on the Exchange for the first time

(A) 24 training hours within 18 months
of appointment
A director who has not served as a director of an
(B) issuer listed on the Exchange within the three years
prior to his/her appointment

24 training hours within 18 months
of appointment

A first-time director (either (A) or (B) above) with
directorship experience in an issuer listed on other
exchanges within the three years prior to his/her
appointment

12 training hours within 18 months
of appointment to a board of an
issuer listed on the Exchange

(C)

If a first-time director resigns prior to the completion of the mandatory minimum training hours for first-time
directors, training received from the previous appointment can be count for the subsequent appointment,
which occurs within three years from the termination of their first appointment.

To sum up, the Guide published in May 2025 mainly enhances areas of INED’s requirements, board
performance review, risk management, and director training. GreenCo encourages issuers to be familiar with
the Guide and explores our consulting services to enhance sustainable performance for long-term success.

Disclaimer: This material has been simplified for understanding and is not exhaustive. This material cannot be relied upon to cover specific situations and the information in this
material is not suggested to be used without obtaining specific professional advice. GreenCo and its directors, employees and agents do not accept or assume any liability or duty
of care for any loss arising from any action taken or not taken by anyone in reliance upon the information in this material or for any decision based on it.

For more information, please refer to the Corporate Governance Guide for Boards and Directors published by the Exchange:
https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Corporate-Governance-Practices/Updated CG_Guide_2025.pdf



https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Corporate-Governance-Practices/Updated_CG_Guide_2025.pdf
https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Corporate-Governance-Practices/Updated_CG_Guide_2025.pdf
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