Part B Consultation Questions

Please indicate your preference by checking the appropriate boxes. Please reply to the
questions below on the proposed change discussed in the Consultation Paper downloadable
from the HKEXx website at:
http://www.hkex.com.hk/eng/newsconsul/mktconsul/Documents/cp201209g.doc.

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

1. Do you agree that the Exchange should promote board diversity?
M Yes
[l No

Please give reasons for your views.

(1) Board diversity is good for business

Having a diversity of thought within the decision-making body contributes to more informed choices
and may curtail “country club” boards, where boards are comprised of people who just say “yes.”

(2) lam in favour of a Code Provision on board diversity but at this time, | am not proposing
guotas for Hong Kong listed companies on board diversity.

| suggest broad parameters around the recruitment process; required disclosure of qualifications
needed to be considered for a directorship; promotion of having both executive and non-executive
or “independent” directors; and other policies that promote greater diversity (including but not
limited to: age, gender, ethnicity/geography, and field of expertise)

(3) Board diversity is key for business sustainability and is included as a Global Reporting
Initiative (GRI) Indicator.



http://www.hkex.com.hk/eng/newsconsul/mktconsul/Documents/cp201209q.doc

If your answer to Q.1 is “yes”, do you agree that our Corporate Governance Code and
Corporate Governance Report is the appropriate place for the new measures on board

diversity?
M Yes
[] No

Please give reasons for your views.

Board diversity enhances corporate governance as per reasons in response to Q.1 above
and as shown by numerous studies in various markets.

Including board diversity in the Corporate Governance Code is in line with international best
practice.

Do you agree with our proposal to introduce CP A.5.6 (the nomination committee or

the

board should have a policy concerning diversity of board members, and should

disclose the policy or a summary of the policy in the corporate governance report)?

M
L]

Yes

No

Please give reasons for your views.

Board diversity must be considered in all board appointments and therefore it makes sense
that the board or the nomination committee must have a policy on board diversity.

The policy should be disclosed so that the board is held accountable for this but also
because as stated in Q.1 above (response le. above) having a board policy itself sends a
strong signal to all stakeholders, especially employees, about the board’s commitment to a
meritocracy and diversity.

Board diversity is good for corporate governance as documented to response to Q.1
(response 1c. above)




Do you agree (i) with our proposal to introduce a note under CP A.5.6 to clarify what
we mean by diversity; and (ii) with the content of the note? Please give reasons for
your views.

() (ii)
M Yes L] Yes
[] No M No

Please give reasons for your views.

(i) Proposal to introduce a note under CP A.5.6 to clarify what we mean by diversity

Yes, because the subject of diversity is new for most companies in Hong Kong and a
definition would give listed companies an understanding of what is being asked. In addition, it
would help provide some clearly defined indicators of diversity.

(ii) Content of the note

A clear definition of diversity must be provided. We recommend that the note be expanded to
include a definition about what diversity itself means and additional diversity factors be
included in the spirit of being inclusive.

Proposed definition to include edits which are underlined:

“Board diversity will differ according to the circumstances of each Issuer. Board diversity is
about board members bringing diverse perspectives to the board. Diversity of board members
can be achieved through appointment of board members from different backgrounds and can
be achieved through consideration of a number of factors including but not limited to gender,
age, culture, race and ethnicity, nationality, disability, sexual orientation, gender identity,
religion, educational background or professional experience. Each issuer should take into
account its own business model, sustainability of its business and specific needs and disclose
the factors it uses and the rationale for using such factors in selecting board members.”




Do you agree with our proposal to introduce a new mandatory disclosure provision in
the Code stating that if the issuer has a policy concerning diversity, it should disclose
details of the board’s policy or a summary of the policy on board diversity, including
any measurable objectives that it has set for implementing the policy, and progress on
achieving the objectives? Please give reasons for your views.

M Yes
[] No

Please give reasons for your views.

(1) For the reasons mentioned above in response to Q.1, diversity is critical for business. As
such having the board summarise its policy, its measurable objectives for implementing
the policy and progress on achieving the objectives is important in terms of companies
being accountable to their stakeholders on diversity at the board level.

(2) This should be a “comply or explain” provision as per UK and Australia.

(3) Also, as per Australia’s Code, we recommend that in Hong Kong we add an additional
“comply or explain” recommendation for companies to report on: “Proportion of women in
the company, senior management and on the board”. Hong Kong is far from parity and
we need to highlight this lack of women on boards not because we want to be nice to
women but because companies are missing out on a vast pool of extremely talented
people.

(4) As per the UK Code, we recommend that in Hong Kong we add an additional two
sentences about the board nomination process being conducted in an open and
professional manner. We recommend in line with the UK Code (B.2.4): “An explanation
be given if neither an external search consultancy nor open advertising has been used in
the appointment of a chairman or a non-executive director. Where an external search
consultancy has been used, it should be identified in the annual report and a statement
made as to whether it has any other connection to the company.”

(5) In line with GRI, we recommend that companies should report on the following:

Composition of the board by:

a) percentage of women at Board Level and Senior Management / Executive Committee;
b) ethnicity and nationality breakdown of all board directors;

c) age profile of board directors.

d) number of independent/ on-executive directors




Which of the following would you prefer as the implementation date of the
amendments set out in this paper?

[] 1January 2013
1 April 2013

1 June 2013

1 September 2013

O § O O

Other, please specify and give reasons.

Given that the subject matter will be new to most of the listed companies in Hong Kong, our
strong preference would be for companies to understand the business rationale for their
definition of diversity so that their diversity strategy is well thought through and aligned to their
business strategy. We do not want this to be just another ‘tick the box’ exercise.

The process of understanding diversity and developing a strategy can take a few months -
even for the most committed companies. It is therefore reasonable to expect implementation
by 1 September 2013.

- End -




