Consultation Question 1: Do you agree with our proposal to amend the title of Section
C.2 of the Code to “Risk management and internal control”?

BlackRock supports the change of the title of Section C.2 and the term “risk
management” better reflects the fact that internal controls are part of risk
management.

BlackRock believes that it should be made clear to issuers that “risk management”
applies to both financial and other material risks. We therefore suggest the addition of
a Note, similar to what is drafted in proposed CP C 2.5 explaining the fact that “risk
management” covers both financial and other material risks. The note should include
a non-exhaustive list of other material risks such as operational, compliance, social,
and environmental risks.

To make the Code consistent, we further suggest that under CP C.2.1, the reference
to operational and compliance controls fo be changed to “material controls”.

Consultation Question 2: Do you agree with proposed amendments fo Principle C.2
to define the roles of the board and management, and state that the management
should provide assurance to the board on the effectiveness of these systems.

The proposed wording fails fo make it clear that the policies for risk management and
internal controls should be approved by the board and also that if is management’s
responsibility to report outcomes to the board. We suggest the following wording in
respect of C.2 (b):

b) The management is responsible for implementing board approved policies on
risk management and internal controls and reporting outcomes to the board.
The management should also provide assurance to the board on the
effectiveness of the systems.

Consultation Question 3. Do you agree with our proposal to introduce an amended
RBP (C.2.6) to provide that the board may disclose in the Corporate Governance
Report that it has received assurance from management on the effectiveness of the
issuer’s risk management and internal control systems? Is the infention of the
proposed wording sufficiently clear?




BlackRock is supportive of the introduction of the above amended RBF.

Consultation Question 4;: Do you agree with the proposed amendments fo CP C.2.1
fo state that the board should oversee the issuer’s risk management and internal
control systems on an ongoing basis? Is the infention of the proposed wording
sufficiently clear?

BlackRock is supportive of the proposed amendments to CP C2.1.

Consultation Question 5: Do you agree with our proposal fo upgrade to a CP the

existing RBP C.2.3, which sets out the matters that the board’s annual review should
consider?

BlackRock supports the upgrading to a CP of the existing RBP C 2.3.

Consultation Question 6: Do you agree with our proposal to upgrade to a CP the
existing RBP C.2.4, which sets out the particular disclosures that issuers should
make in their Corporate Governance Reports in relation to how they have complied
with the internal control CPs during the reporting period?

BlackRock supports the upgrading to a CP the existing RBC C 2.4.

Consultation Question 7: Do you agree with our proposal to amend the wording of
proposed CP C.2.4 to simplify the requirements and remove ambiguous language,
and to make clear that the risk management and internal control systems are
designed to manage rather than eliminate risks? Is the intention of the proposed
wording sufficiently clear?

BlackRock supports the wording in the proposed CP C 2.4 and believes the proposed
wording is sufficiently clear.

Consultation Question 8: In relation to proposed CP C.2.4, do you agree with our
proposal to upgrade the existing recommendation that issuers disclose their
procedures and internal controls for handling and disseminating inside information

(Section S., paragraph (a)(ii)), and amend it to include the handling of “other
requlatory compliance risks”?

BlackRock is supportive of the inclusion of disclosure of the procedures and internal



controls for handling and disseminating inside information.

Consultation Question 9: Do you agree with our proposal to upgrade to Mandatory
Disclosures most of the existing Recommended Disclosures in refation to internal
controls (Section S.), as described in paragraph 71 of this paper?

BlackRock is supportive of the proposal to upgrade to Mandatory Disclosures most of
the existing recommended disclosures in relation to Section S.

Consultation Question 10: Do you agree with our proposal fo move the existing
recommendation that issuers disclose details of any significant areas of concern
(Section S., paragraph (a)(ix)) to a new RBP C.2.7, and to amend the provision to
widen its application by removing the reference to areas of concern “which may affect
shareholders™?

BlackRock is supportive of disclosure regarding details of any significant areas of
concern to be made a RBP. However, we do not expect issuers to “air their dirty
Jaundry” in pubiic. Qur preference is for disclosing only those “concerns” that have
become material enough to have an impact on financial performance and share
price.

Consultation Question 11: Do you agree with our proposal to remove RBP C.2.5,
which states that issuers should ensure their disclosures provide meaningful
information and do not give a misleading impression?

BlackRock is supportive of the proposed change to RBC C 2.5.

Consultation Question 12: Do you agree with our proposals fo remove the
recommendations that issuers include in their Corporate Governance Reports: (a) an
explanation of how the internal control system has been defined for them (Section S.,
paragraph (a)(i)); and (b) the directors’ criteria for assessing the effectiveness of the
internal control system (Section S., paragraph (a)(vii))?

BlackRock is supportive of the proposed deletions.
Consultation Question 13: Do you agree with our proposal fo upgrade RBP C.2.6 fo a

CP (renumbered C.2.5) and amend it fo state that an issuer should have an internal
audit function, and issuers without an internal audit function should review the need




for one on an annual basis and disclose the reasons for the absence of such function
in the Corporate Govermnance Report? Is the intention of the proposed wording
sufficiently clear?

BlackRock is supportive of the proposal to upgrade RBP C 2.6 to a CP. We believe
the wording of the proposed CP 2.5 is sufficiently clear. Perhaps some additional
wording could be included to make it clear that the internal audit function can be
achieved by way of an in-house internal audit function or an outsourced one.

Consultation Question 14: Do you agree with our proposal fo infroduce the new Notes

as described in paragraph 89 of this paper? Is the intention of the proposed wording
sufficiently clear?

BlackRock is supportive of the proposed Notes and believes the wording is
sufficiently clear.

Consuliation Question 15: Do you agree with our proposal to amend the existing CP
C.2.2 to state that the board’s annual review should ensure the adequacy of
resources, staff qualifications and experience, training programmes and budget of the

issuer’s internal audit function (in addition to its accounting and financial reporting
functions)?

BlackRock supports the proposed changes to CP C 2.2.

Consultation Question 16: Do you-agree with our proposal to amend Principle C.3 in
respect of audit committees and CP C.3.3in respect of their terms of reference to
incorporate “risk management” where appropriate?

BlackRock supports the proposed changes to C 3. We would like to see wording that
emphasizes the fact that “risk management” covers both financial and other material
risks.

Consultation Question 17: Do you agree that the matter of establishing a separafe
board risk committee should be left fo issuers to decide in accordance with their own
circumsftances?

BlackRock supports the notion that the establishment of a separate board risk
committee should be left to issuers to decide in accordance with their own



circumstances.

Consultation Question 18: What would be an appropriate period of time between
the publication of the consultation conclusions and the implementation of the
amendments set out in this paper?

(a) Six months;

(b) Nine months;

(c) 12 months; or

(d) Others (please specify).

As the proposed changes are potentially significant, particularly if they emphasize
that risk management covers both financial and other material risks, issuers should
be given an appropriate amount of time to implement them in a comprehensive
manner. BlackRock would support a 12 month period for implementation from the
date of publication of the consultation conclusions. Earlier adoption of the changes
should be encouraged.

Should you wish to discuss any issues raised in this response to the consultation
paper please contact the writer.

Yours sincerely,




This material is issued by BlackRock Asset Management North Asia Limited. This
material is for distribution to The Hong Kong Exchanges and Clearing House Limited
only and should not be relied upon by any other persons. This material is for
informational or educational purposes only and does not constitute a solicitation of
any securities or BlackRock funds in any jurisdiction in which such solicitation is
unlawful or to any person to whom it is unlawful.

This material may contain “forward-looking” information that is not purely historical in
nature. Such information may include, among other things, projections, forecasts,
estimates of yields or returns. This material is not intended to be relied upon as a
forecast, research or investment advice, and is not a recommendation, offer or
solicitation to buy or sell any securities or to adopt any investment strategy. The
opinions expressed are as of 19 September, 2014 and may change as subsequent
conditions vary. The information and opinions contained in this material are derived
from proprietary and non-proprietary sources deemed by BlackRock to be reliable,
are not necessarily all-inclusive and are not guaranteed as to accuracy. There is no
guarantee that any forecasts made will come to pass. Reliance upon information in
this material is at the sole discretion of the reader. They do not necessarily reflect the
views of any company in the BlackRock Group or any part thereof and no assurances
are made as to their accuracy.
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