Part B Consultation Questions

Please indicate your preference by checking theogpiate boxes. Please reply to the questions
below on the proposed change discussed in the Gatisa Paper downloadable from the HKEx
website athttp://www.hkex.com.hk/eng/newsconsul/mktconsul/Dments/cp201406.pdf

Where there is insufficient space provided for yoemments, please attach additional pages.

1. Do you agree with our proposal to amend the titli&ection C.2 of the Code to “Risk
management and internal control”?

M Yes
L] No

Please give reasons for your views.

N/A

2. Do you agree with the proposed amendments to Bten€.2 to define the roles of the
board and the management, and state that the nmmaeagehould provide assurance
to the board on the effectiveness of the risk mamant systems? Is the intention of the
proposed wording sufficiently clear?

L] Yes
M No

Please give reasons for your views.

We are of the view that simply requesting managemerprovide assurance to the
board may not be effective in improving the intedr@ntrol and risk management
and cannot prevent the board from being ignoranttbée risk facing the company
as mentioned in paragraph 38. On the contrarymight be misleading in a way
that providing assurance by management be interpceby the board as a way to
largely discharging its responsibility in the inteal control and risk management
and hence it will be reluctant to take necessarydgoroactive steps in carrying out
its responsibilities. Therefore, we recommend thabre concrete guidelines on the
forms and content of the assurance be providedisat it is given on a solid and
justifiable basis for the consideration of the bahr




Do you agree with our proposal to introduce an atednRBP (C.2.6) to provide that
the board may disclose in the Corporate GoverndReport that it has received
assurance from management on the effectiveneshefissuer's risk management
and internal control systems? Is the intentiorhefgiroposed wording sufficiently clear?

[] VYes
] No

Please give reasons for your views.

We agree with the proposal that the board may disel in the CG Report that it has
received assurance from management on the effectess of the issuer’'s rigk

management and internal control systems. Howeveg, ave the concern as stated
in our reply in question 2.

Do you agree with the proposed amendments to CPl Q@ state that the board
should oversee the issuer’s risk management arernadt control systems on an
ongoing basis? Is the intention of the proposedimgrsufficiently clear?

] Yes
[] No

Please give reasons for your views.

N/A

Do you agree with our proposal to upgrade to a l@&Pekisting RBP C.2.3, which sets
out the matters that the board’s annual review lshoansider?

M Yes
L] No

Please give reasons for your views.

N/A




Do you agree with our proposal to upgrade to al@Rekisting RBP C.2.4, which sets out
the particular disclosures that issuers should nrakieeir Corporate Governance Reports
in relation to how they have complied with the mgd control CPs during the reporting
period?

] Yes
L] No

Please give reasons for your views.
N/A

Do you agree with our proposal to amend the wordifgproposed CP C.2.4 to

simplify the requirements and remove ambiguous dagg, and to make clear that
the risk management and internal control systerasdasigned to manage rather than
eliminate risks? Is the intention of the proposextding sufficiently clear?

M Yes
L] No

Please give reasons for your views.

N/A




In relation to proposed CP C.2.4, do you agree withproposal to upgrade the existing
recommendation that issuers disclose their proesdand internal controls for handling
and disseminating inside information (Section Sragraph (a)(ii)), and amend it to
include the handling of “other regulatory complianisks”?

] Yes
L] No

Please give reasons for your views.

N/A

Do you agree with our proposal to upgrade to MamgaDisclosures the following
existing Recommended Disclosures in relation terimdl controls (Section S.):

(a) whether the issuer has an internal audit function;

(b) how often the risk management and internal cordgggtems are reviewed, the
period covered, and where an issuer has not coedlacteview during the year, an
explanation why not;

(c) a statement that a review of the effectiveneshefrisk management and internal
control systems has been conducted and whethessiher considers them effective
and adequate; and

(d) significant views or proposals put forward by theliacommittee?

] Yes
L] No

Please give reasons for your views.

N/A
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10.

11.

Do you agree with our proposal to move the existiagommendation that issuers
disclose details of any significant areas of cond@ection S., paragraph (a)(ix)) to a
new RBP C.2.7, and to amend the provision to widerapplication by removing the

reference to areas of concern “which may affectedi@ders”?

] Yes
L] No

Please give reasons for your views.

N/A

Do you agree with our proposal to remove RBP C.®M&ich states that issuers should
ensure their disclosures provide meaningful infdromaand do not give a misleading
impression?

M Yes
L] No

Please give reasons for your views.

N/A
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12.

13.

Do you agree with our proposals to remove the regendations that issuers include in
their Corporate Governance Reports:

(a) an explanation of how the internal control systeas heen defined for them (Section
S., paragraph (a)(i)); and

(b) the directors’ criteria for assessing the effectass of the internal control system
(Section S., paragraph (a)(vii))?

] Yes
L] No

Please give reasons for your views.

N/A

Do you agree with our proposal to upgrade RBP G@#& CP (re-numbered C.2.5) and

amend it to state that an issuer should have amialt audit function, and issuers without

an internal audit function should review the nemddne on an annual basis and disclose
the reasons for the absence of such function ifCtivporate Governance Report? Is the
intention of the proposed wording sufficiently afea

M Yes
L] No

Please give reasons for your views.

N/A
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14.

15.

Do you agree with our proposal to introduce newedai the proposed CP C.2.5 to
clarify that:

(@) the role of the internal audit function is to gaout the analysis and independent
appraisal of the adequacy and effectiveness ofsuer’s risk management and
internal control systems; and

(b)  a group with multiple listed issuers may share groesources of the holding
company to carry out the internal audit functiondfeembers of the group?

] Yes
L] No

Is the intention of the proposed wording sufficigriiear? Please give reasons for your
views.

N/A

Do you agree with our proposal to amend the exys@® C.2.2 to state that the board’s
annual review should ensure the adequacy of ressurstaff qualifications and
experience, training programmes and budget of $kaer’s internal audit function (in
addition to its accounting and financial reportfngctions)?

[] VYes
] No

Please give reasons for your views.

We agree with the proposal that the board shouldfpem the annual review on
issuer’s internal audit function. However, more tigls on the requirements on the
areas under review should be provided so that $&ier can consider whether

internal appraisal or external consultant should kngaged to support the board.
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16.

17.

18.

Do you agree with our proposal to amend Principl@ i@ respect of audit committees
and CP C.3.3 in respect of their terms of referailocencorporate “risk management”
where appropriate?

] Yes
L] No

Please give reasons for your views.

N/A

Do you agree that the matter of establishing ars¢pdoard risk committee should be
left to issuers to decide in accordance with thein circumstances?

] Yes
L] No

Please give reasons for your views.

N/A

What would be an appropriate period of time betwienpublication of the consultation
conclusions and the implementation of the amendsrezitout in the Consultation Paper?

M  six months

[] Nine months

[l 12 months

[l  Others (please specify: )

Please give reasons for your views.

N/A

- End -
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