Part B Consultation Questions

Please indicate your preference by checking the appropriate boxes. Please reply to the
questions below on the proposed changes discussed in the Consultation Paper downloadable

from

the HEEx website at:

Ittp://www.hkex,com.hk/eng/newsconsul/mkiconsul/Documents/ep201 1 12.0df,

Whete there is insufficient space provided for your comments, please attach additional pages.

1.

Should the ESG Guide be a recommended best practice appended to the Listing Rules?

Yes

If your answer is “No”, please give reasons and alternative views,

So far as ESG is concerned, I noted that Hong Kong is far lag behind our
counterparts in Asia, such as Singapore, Taiwan and PRC. According to KPMG
International Survey of Corporate Responsibility Reporting 2011 ("KPM(G
Report"), statistics show that 43%, 37% and 59% of the companies are reporting
on their corporate responsibility in Singapore, Taiwan and PRC respectively. (See
page 10 to 11 of KPMG Report).

I was disappointed to see that Hong Kong is not a participant in the survey of
KPMG Report (see page 32 of KPMG Report). Although the Consultation Paper
on ESG Reporting Guide does not provide any statistics for isswers who are
reporting ESG, I believe the number of such issuers must be very small.

I believe the Stock Exchange should be more proactive o encourage issuers to
start ESG reporting soonest possible. It seems that voluntary reporting by way of
"reconmended best practice” may not meet this objective. I suggest that the Stock
Exchange should adopt the "comply or explain" approach similar to the
Corporate Governance Code contained in Appendix 14 of the Listing Rules.

Do you agree with the proposed Main Board Listing Rule 13.91 and paragraph 53 of
Appendix 16/ GEM Listing Rules 17,103 and 18.84 in Appendix I of the Consultation

Paper?

@ Yes
@ No

If your answer is “No”, please give reasons and alternative views.

Subject to my answer to Question 1 above, I agree with this proposul. But please
see my drafting comments shown in Appendix 1.




Content of the proposed Environmental, Social and Governance Reporting Guide
Introduction

3. Do you agree with the Introduction section?

The proposed Introduction section states:

If your answer is “No”, please give reasons and alternative views.

Subject to my comments as shown in Appendix 2, 1 generally agree with the
proposed section.




General Approach

Do you agree with the guidance under the General Approach section?

The proposed General Approach section states:

If your answer is “No”, please give reasons and alternative views.




5.

Reporting guidance

Do you agree with the guidance under the Reporting Guidance section?

The proposed Reporting Guidance section states:

If your answer is “No”, please give reasons and alternative views.




Key ESG Subject Areas

Do you agree with the proposed ESG areas, namely: Workplace Quality,
Environmental Protection, Operating Practices and Community Involvement?

m Yes
@ No

If your answer is “No”, please give reasons and alternative views,

Asvplgéts for each ESG Area

Do you agree with the following proposed aspects?

A. Workplace quallii;*
Aspect Al Working Conditions
Aspect A2 Health and safety
Aspect A Developmen  and training
Aspect A4 Labour standards

B. Environmental protection
Aspect Bl Emissions
Aspect B2 Use of resources

Aspect B3 The environment and natural resources

C, Operating practices
Aspect C1  Supply chain management
Aspect C2  Product responsibility
Aspect C3  Anti-corruption

D. Community involvement

Aspect D1 Commiunity investment

Yes
@ﬁ No

If your answer is “No™, please give reasons and alternative views.




A.  Workplace quality

Aspect Al Working conditions

8. Do vyou 'agree with the following general disclosure for Aspect Al Working
conditions?

If your answer is “No”, please give reasons and alternative views.

9. Do you agree to include KPI Al.1: “Total workforce by employment type, age group
and geographical region™?

Yes

@ No

If your answer is “No®, please give reasons and alternative views.
y p

10. Do you agree to include KPI Al.2: “Employee turnover rate by age group and
peographical region™?

Yes

No

If your answer is “No”, please give reasons and alternative views.

10




11.

12.

13,

Do you have any additional KPIs for Aspect A17

Please give reasons for your proposals.

Aspect A2 Health and safety

Do you agree with the following general disclosure for Aspect A2: Health and safety?

If your answer is “No™, please give reasons and alternative views.

Do you agree to include KPI A2.1: “Fatality number and rate”?

If your answer is “No”, please give reasons and alternative views.
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14, Do you agree to include KPT A2.2: “Lost days due to work injury™?

Yes

No

If your answer is “No”, please give reasons and alternative views.

15. Do you agree to include KPI A2.3: “Description of occupational health and safety
measures adopted, how they are implemented and monttored™?

Yes

No

If you answer is “No”, please give reasons and alternate views.

16. Do you have any additional KPIs for Aspect A27

Please give reasons for your proposals.
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17.

18.

19.

Aspect A3 Development and tramning

Do you agree with the following general disclosure for Aspect A3: Development and
training?

If your answer is “No”, please give reasons and alternative views,

Do you agree to include KPI A3.1: “Description of training activities provided and if
relevant, the percentage of employees trained by employee category (e.g. senior
management, middle management, etc.)”?

If your answer is “No”, please give reasons and alternative views.

Do you agree to include KPI A3.2: “The average training hours completed per
employee by employee category ™?

Yes
]@ No

If your answer is “No”, please give reasons and alternative views.
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20.

21.

22,

Do you have any additional KPIs for Aspect A37?

B Yes
No

Please give reasons for your proposals.

Aspect A4 Labour standards

Do you agree with the following general disclosure for Aspect A4: Labour standards?

If your answer is “No™, please give reasons and alterative views.

Do you agree to include KPT A4.1: “Description of measures to review employment
practices to avoid child and forced labour™?

Yes

No

If your answer is “No”, please give reasons and alternative views,
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23, Do you agree to include KPL A4.2: “Description of steps taken fo eliminate such
practices when discovered”?

@ Yes
@ No

If you answer is “No”, please give reasons and alternate views.

24, Do you have any additional KPIs for Aspect A4?

Yes

Please give reasons for your proposals.
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B. Environmental protection

Aspect Bl Emissions

25, Do you agree with the following general disclosure for Aspect B1: Emigsions?

If your answer is “No”, please give reasons and alternative views,

26, Do you agree to include KPI B1.1: “The types of emissions and respective emissions
data™?

Yes

No

If your answer is “No”, please give reasons and alternative views.
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27,

28,

29.

30.

Do you agree to include KPI B1.2: “Greenhouse gas emissions in total (in tonnes) and
where appropriate, intensity (e.g. per unit of production volume, per facility)?

@ Yes
m No

If your answer is “No”, please give reasons and alternative views,

Do you agree to include KPI B1.3: “Total hazardous waste produced (in tonnes) and
where appropriate, intensity (¢.g. per unit of production volume, per facility)”?

@ Yes
No

If your answer is “No”, please give reasons and alternative views.

Do you agree to include KPI B1.4: “Total non-hazardous waste produced (in tonnes)
and where appropriate, intensity (e.g. per unit of production volume, per facility)™?

fr— =)

]

If your answer is “No”, please give reasons and alternative views.

Do you agree to include KPI B1.5: “Description of measures to mitigate emissions
and results achieved”?

If your answer is “No”, please give reasons and alternative views,
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31. Do youagree to include KPI B1.6: “Description of how hazardous and non-hazardous
wastes are handled, reduction initiatives and results achieved”?

Yes

No

If your answer is “No”, please give reasons and alternative views,

32, Do you have any additional KPIs for Aspect B1?

Yes

No

Please give reasons for your proposals,

Aspect B2 Use of resources

33. Do you agree with the following general disclosure for Aspect B2: Use of resources?

If your answer is “No”, please give reasons and alternate views.
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34,

35.

36.

37.

Do you agree to include KPIB2,1: “Energy consumption by type (e.g. electricity, gas
or 0il) in total (kwh in ‘000s) and intensity (e.g. per unit of production volume, per

facility)?

@ Yes
@ No

If your answer is “No”, please give reasons and alternate views.

Do you agree to include KPI B2.2: “Water consumption in total and intensity (¢.g. per
unit of production volume, per facility)™?

@ Yes
No

If your answer is “No”, please give reasons and alternate views,

Do you agree to include XPI B2.3: “Description of enetgy use efficiency initiatives
and results achieved™?

E Yes
B No

If your answer is “No”, please give reasons and alternative views.

Do you agree fo include KPI B2.4: “Description of whether there is any issue in
sourcing water that is fit for purpose, water efficiency initiatives and results achieved™?

@ Yes

No

If your answer is “No”, please give reasons and alternative views.
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38.

39,

40.

Do you agree to include KPI B2.5: “Total packaging material used (in tonnes), and if
applicable, with reference to per unit produced”?

If your answer is “No”, please give reasons and aliernative views.

Do you have any additional KPIs for Aspect B2?

Yes

No

Please give reasons for your proposals,

AspectB3  The environment and natural resources

Do you agree with the following general disclosure for Aspect B3: The environment
and natural resources?

If your answer is “No”, please give reasons and alternative views,
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41.

42.

43,

44.

Do you agree to include KPI B3.1: “Total paper used™?

@ Yes
g No

If your answer is “No”, please give reasons and alternative views,
p

Do you agree to include KPI B3.2: “Paper use efficiency initiatives and results
achieved”?

- @ Yes

@ No

If your answer is “No”, please give reasons and alternative views.
y p

Do yon agree to include KPI B3.3; “Description of the significant impacts of activities
on the environment and natural resources and the actions taken to manage them”?

@ Yes
No

If your answer is “No”, please give reasons and alternative views.
p

Do you have any additional KPIs for Aspect B3?

B  Yes

Please give reasons for your proposals.
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C. Operating practices

Aspect C1 Supply chain management

45. Do you agree with the following general disclosure for Aspect Cl: Supply chain
management?

If vour answer is “No”, please give reasons and alternative views.
p g

46, Do you agree to include KPI C1.1: “Number of suppliers by geographical region™?

Yes

No

If your answer is “No™, please give reasons and alternative views,

47. Do you agree to include KPI C1.2: “Description of practices relating to engaging
suppliers, aumber of suppliers where the practices are being implemented, how they
are implemented and monitored™?

Yes

No

If your answer is “No”, please give reasons and alternative views.
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48.

49.

50,

Do you have any additional KPIs for Aspect C17

No

Please give reasons for your proposals

Aspect C2 Product responsibility

Do you agree with the following general disclosure for Aspect C2: Product
responsibility?

If your answer is “No”, please give reasons and alternative views.

Do you agree to include KPI C2.1: “Percentage of total products sold or shipped
subject to recalls for safety and health reasons™?

No

If your answer is “No”, please give reasons and alternative views.
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51. Do you agres to include KPI C2.2: “Number of products and service related
complaints received and how they are dealt with™?

If your answer is “No”, please give reasons and alternative views.

52. Do you agree to include KPT C2.3: “Description of practices relating to observing and
protecting intellectual property rights™?

If your answer is “No”, pleage give reagons and alternative views.

53. Do you agree to include KPI C2.4: “Description of quality assurance process and
recall procedures™?

Yes

No

If your answer is *No”, please give reasons and alternative views.

54, Do you agree to include KPI C2.5: “Description of consumer data protection and
privacy policies, how they are implemented and monitored™?

Yes

No

If your answer is “No”, please give reasons and alternative views,
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23,

56.

57,

Do you have additional KPIs for Aspect C27
@ Yes
M No

Please give reasons for your proposals.

Aspect C3 Anti-corruption

Do you agree with the following general disclosure for Aspect C3: Anti-corruption?

o J—

5 Yes

o
No

If your answer is “No”, please give reasons and alternative views.

Do you agree to include KPI C3.1: “Number of concluded legal cases regarding
corrupt practices brought against the issuer or its employees during the reporting
period and the outcomes of the cases™?

@ Yes
@ No

If your answer is “No”, please give reasons and alternative views,

a5




58,

59.

60.

Do you agree to include KPI €3.2: “Description of preventive measures and whistle-
blowing procedures, how they are implemented and monitored™?

If your answer is “No”, please give teasons and alternative views.

Do you have any additional KPIs for Aspect C37

Please give reasons for your proposals.

Community involvement

Aspect D1 Community investment

Do you agree with the following general disclosure for Aspect DI1: Community
investment?

If your answer is “No”, please give reasons and alternative views.
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61.

62,

63,

Do you agree to include KPI D1.1: “Focus areas of contribution (6.8, education,
environmental concerns, labour needs, health, culture, spott)”?

B  Yes
No

If your answer is “No”, please give reasons and alternative views.
¥y g .

Do you agree to inclode KPI D1.2: “Resources contributed (e.g. money or time) to the
focus area™

m Yes
B N

If your answer is “No”, please give reasons and alternative views.

Do you have any additional KPIs for Aspect D1?

@ Yes

¥l No

Please give reasons for your proposals.

Assurance

64,

Do you agree that we should not recommend that issuers to seck external assurance
for issuers that report on ESG performance?

If your answer is “No”, please give reasons and alternative views,
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I generally agree with this proposal. But I note that under the IFRS/HKFRS, there are currently
ne disclosure requirements for ESG matters. In other words, unlike financial reporting, ESG
reporting is lnrgely unregulated,

Ithink HEICPA needs to act fust so as to set up a clear, comprehensive and comparable reporting
framework for ESG. Otherwise, quality of the data and information contained in ESG Report may
not be assured.

ESG report would only be useful if any only if it is both high quality user-fricndly.

- Fnd -
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APPENDIX I: PROPOSED RULE AMENDMENTS

Main Board Listing Rules

Chapter 13

EQUITY SECURITIES

CONTINUING OBLIGATIONS

Environmental and Social Matters

13.91 Issners are encouraged to include information set out in Appendix 27 in the annual
report regarding the same period covered in the annual report, or as a separate report.

Note: Where the information is included in a separate report, it does not need to be
issted at the same time or cover the same period as the annual report, An issuer is free
1o report on any period but should consistently re;_mrt on the same period so that the
information can be comparable.

Appendix 16

DISCLOSURE OE{FINANCIAL INFORMATION

R

Information in annual reports

Recommended additional disclosure

Issuers are encouraged to include information get ouf in Appendix 27 in the annual
teport regardinge the same period covered in the annual report. or as a separate report.

Note: Where the information is included in a separate veport. it does not need 1o be
issued at the same time or cover the same period as the annual report. An issuer is free
to report on any period but should consistently report on the same period so that the

information can be .camz:lamble
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Appendix 24

Headline Categories

Schedule 4

Headline Categories for Financial Statements/ESG hrfprmutio

——

Environmental, Social and Governance Informati eport

Appendix 27

Introduction

1. This guide sets out Environmental, Social and Governance (“ESG
aspects, general disclosure and key performance indicators (“KPIs™).

additional ESG issues and KPIs that are relevant to its businessAt may also refer to

2., This guide is not comprehensive. We encourage an issuer to :’cjfe tify and disclose
existing international ESG reporting guidance for its relevant industry or sector.

3. An issuer may adopt a higher level of ESG reporting based on international gum_l_@gpgwmm
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4.  An issuer may disclose the ESG information in its annual report regarding tHe Same- -
period covered in the annual report, or in a separate report, in print or on its website.
Whete the information is included in a separate report, an issuer is free to report on any

period.

5, Ttis important to involve the board of directors in preparing the ESG report. The board
of directors is responsible for ESG reporting but it may delegate the task of compiling
the ESG report to its omjal@ye ora commlttee that reports to the board.

How this guide is organised (/3 AR N-b-w&»‘&c' phack >

e T ety

6. There are four ESG subject areas: Workplace Quality, Enwronmcntal Protection,
Operating Practices and Community Invelvement. Corporate Governance is not
included as it is dealt with separately in Appendix 14 of the Main Board Listing Rules.

7.  Each subject area has various aspects. For each relevant aspect, an issuer could report
on the general disclosure and KPIs that indicate its performance.
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