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Dear Sirs

Consultation Paper on Review of the ESG Reporting Guide and Related Listing Rules (Consultation Paper)

Terms and expressions used in this Submission shall iave the méanings under the Consiliation Paper unless the
CONIEX] Iequires ofherwise.

About HKIC(S

The Hong Kong Institute of Chartered Secretaries (Institute) is an independent professional institute representing
Chartered Secrefaries and Chartered Governance Professionals as governance proiessionals in Hong Kong and
Mainland China with over 6,000 members and 3,200 students. The Institute ori¢inates from The Institute of
Chartered Secretaries and Administrators (ICSA) in the United Kingdom with 9 divisions and over 30,000 members
and 10,000 students internationally. The Instifute is also a Founder Member of Corporate Secretaries
International Association Limited (CSIA), an international organisation comprising 14 national member
organisations to promote good governance globally.

Overall Support
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Our Institute expresses our overall support ior the proposed changes to the Environmenial, Social and
Governance Reporfing Guide (ESG Guide) and related Listing Rules as set forth under the Consultation Paper
subject to the further observations set out under this Submission irom the practical governance implementation
perspective. However, we need to add that in relation to the implementation oi the proposals in relation to a
listed issuer, there could well be timing and/or resources driven issues. At the initial stage, HKEX may desire to
retain flexibility and work towards the desired outcome over time, and each oi our responses should be read
accordingly.

Further Observations

At the outset, we emphasize that ESG is about how a company makes its money in a sustainable manner for the
longer term. It is not a philanthropic process. As such, we are pleased, following soit consultation discussions
with HKEX, to agree with the underlying rationale for proposing the proposals under the Consultation Paper.
That is, dealing with ESG related issues should form part of risk management because it impacts the long-term
business viability/sustainability oi an issuer. It is therefore a matter which the board should have oversight from
the risk management perspective.

The proposals are consistent with the Institute’s research report with KPMG China and CLP Holdings Limited
entitled ‘ESG: A view from the top’ published in September 2018' where we assert that ‘as 2 ralue proposition,
the ability of a business fo deal with Environmental, Social and Governance (E5G) concerins malerial fo it has a
significant impact on ils long-term sustainability. Indeed, ESG issues are becoming increasingly important among
Iinvestors amd the broader sociery. However, companies are moving al different speeds lo address ESG conceris
malerial fo them in their core business processes. This is influenced by a mimber of faclors, including the board’s
ESG knowledge, a focus on short-termisim, and the availability of ESG lracking.

Accordingly, subject to timing and/or resources driven issue which may require some retention of flexibility
towards the desired goals, we agree that:
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(1  An ESG report should not be considered a ood one where it contains disclosures that are not material to
the issuer’s business. It is thereiore imperative for an issuer to disclose its materiality assessment process
in the iormation of the ESG report, including the process for the selection oi material ESG factors with a
description of the process and results from engagement with relevant stakeholders, if any.

(2)  Issuers may seek independent assurance to strengthen the credibility oi ESG information disclosed; and
where such assurance is obtained, the issuer should describe the level, scope and processes adopted for
assurance clearly in the ESG report. However, we emphasize that external assurance should only be
undertaken for those non-financial risks identified as material and deemed necessary by the hoard as
part of the overall risk management process. This could be further explained under the rule amendments
and/or the related FAQS.

(3) Additionally, our Institute believes in the importance for a company to adopt an integrated approach for
its ESG reporting to its business sirategy. It may be useful to mention that an issuer consider adopting
integrated reporting to relate to Its business strategy under any proposed rule amendments and/or the
related ESG Guide FAQs.

Questions Raised

As noted, in relation to the implementation oi the proposals in relation to a listed issuer, there could well he
fiming and/or resources driven issues. At the initial stage, HKEX may desire to retain flexibility and work
towards the desired outcome over time, and each of our responses should be read accordingly.

Questlon 1: Do you agree with our proposal o amend MB Rule 13.91 aid GEM Ritle 17.103 o shorten the lime
required fo publish an ES& report from tiree months after the publication of the anmial report fo within foir
mnonths for Main Board issuers or tiree months for GEM issuers from the financial year-¢ind date?

We have Member views that as non-financial independent assurance is relatively new to the market place, it
would be a practical sovernance challenge to comply with the shortened time frame for those listed issuers
seeking independent assurance. Further, by squeezing iinancial report and non-financial report timings together,
at least initially, there could be some give-and-take in the preparation of the ESG report irom an otherwise more
considered report adopting appropriate international standards, including, for example, GRI, IIRC.

4



Having said that we also have Member views that issuers may want to synchronise the publication timeirame of
their ESG reports with that oi annual reports because the disclosures of non-financial ESG data/iniormation may
have relevance/implications to financial disclosures. This may also drive a good discipline for non-financial
ESG disclosures, including its timing of publication.

In all, the key may be to provide some ilexibility on the issue, with encouragement ior synchronised reporting,
and the provision of guidance as to how to address the materiality issue under some further regulatory guidance
or FAQs. As ESG reporfing matures, the matter could be reviewed irom time-to-time.

Question 2: Do youl agree with our proposal fo amend the Listing Rules and the Guide lo clarily thal issuers are
ol requiired fo provide prinied form of the ESG report (o shareholders inless responding fo specific requesis,
bt are required fo nolily shareholders thal the ESG report Ias been pitblished on the Exchange’s and the issuer’s
websites?

The Institute has time and again supported initiatives to save paper. Nofification and communication in general
should be via electronic means, and sending a separate paper notification to shareholders is not environmentally
friendly and is also cumbersome and costly. In this case, there could also be incorporation oi the proposed
fiming oi the issue of the ESG report into the annual report which at least can save some paper and costs and to
serve to provide the requisite notice to shareholders on this cumbersome administrative matter which in itseli
is not environmentally iriendly.

General

Question 3: Do you agree with our proposal lo ameind the Giide fo introdiice Mandarory Disclosire Requirements?
We agree with the rationales under paragraphs 74 to 93 of the Consultation Paper.

Governaice Strirctiure

Questlon 4: If your resporse lo Question 3 is positive, do you agree witlh our proposal fo infrodice an MDR
requiring a starement from the board conlaining the following elemenis: (@ a disclosure of the board’s oversight



of ES6 issuies? (b the process used lo identily, evaluale and manage malerial ESG-related issues (incliding risks
[0 [he issuer’s bisinesses); and (c) how the board reviews progress made against ESG-relaled goals and fargels?

We agree with the rationales under paragraphs 74 to 93 oi the Consultation Paper. It would be useful ior HKEX
to provide further training and Suidance as to the iorm and substance of the expected disclosure under the rule
amendments and/or related FAQS. At the initial stage, HKEX may desire to refain flexibility and work towards
the desired outcome over time.

Questlon 5: Do you agree with our proposal lo set oul in a note that the board starement should inclide
information on the issuer’s current ESG management approach, straregy, priorities aid goals/fargels amd an
explanalion of ow they relaie fo the issuer’s businesses?

We agree. As noted in the above answer, it would bhe useful to provide the particular expected format of the
statement whether under the rule amendments and/or related FAQS.

Reporting Principles

Question 6: Do you agree with our proposal lo amend lhe Guide fo introdirce an MDR requiring disclosure of an
explanation on how the issuer has applied the Reporting Principles in the preparalion of the ESG report?

We agree but at the initial stage, HKEX may desire to retain flexibility and work towards the desired outcome
over time. It will assist the directors to incorporate material ESG into their strategy determination as part oi risk
management, and also enhance stakeholder communication. It would be useful ior HKEX to provide further
training and guidance as to the form and substance oi the expected disclosure under the rule amendments
and/or related FAQs.

Questlon 7: Do you agree with our proposal fo amend the Reporting Principle on “materiality” o make it clear
that mareriality ol ESG issues Is lo be delermined by the board and thal the issuer must disclose a description of
significant stakeholders identified, the process aid resulls of the issuer’s siakeholder engagement (f any), and
the criferia for the selection of malerial ESG faclors?



We agree with the rationales under paragraphs 74 to 93 of the Consultation Paper. It would also be useful to
clariiy if there needs to be a process {0 determine materiality and if this has to be part oi the board’s oversight
under the rule amendments and/or related FAQS.

Questlon 8: Do youl agree with our proposal o amend the Reporting Principle on “quantifafive” lo: (@) require
disclosure of information on the siandards, metlhodologies, assumplions and/or calculation fools used, and
source of the conversion faclors used for the reporting of emissions/energy consumplion (where applicable);
aid (b clarify that wiile KPIs for historical dala must be measirable, largels may be expressed by way of
directional starements or quantifarive descriplions?

We agree with the rationales under paragraphs 74 to 93 of the Consultation Paper.

Reporting Boundary

Questlon 9: Do youl agree with oiir proposal lo amend the aiide fo include an MDR requiring an explanation of
the ESG report’s reporting boundary, disclosing the process lised lo identily the specific entities or operations
thal are included in the ESG report?

We agree with the rationales under paragraphs 74 to 93 of the Consultation Paper.

Questlon 10: Do you agree with oiir proposal o introdirce a new Aspect A4 requiring: (a) disclosire of policies
on measures fo identily and mitigale the significani climare-relaled issues which have impacted, and those which
mnay impact the issuer; and (b a KPI requiring a descriplion of the significant climale-relaled issues wiich have
impacted, and these wiich may impact the issuer, and the aclions laken lo manage them?

We agree with the rationales under paragraphs 94 1o 106 of the Consultation Paper. Given the importance of
climate related disclosures, it would be facilitative oi the practical governance work ii HKEX could provide
standards or assumptions to be used ior assessing the financial/non-financial impact caused by issues in line
with TCFD Recommendations. There should also be business sector speciiic climate-related issues and datasets.
These should provide iniormation as to what investors are looking towards, for example, projected irequency
and severity oi flooding. These would facilitate investors to understand or assess the true impact on a particular
issuer if different issuers measure the issues hased on diiierent datasets, standards or assumptions.



Targels

Question 11: Do you agree with our proposal fo amend the Environmental KPIs fo require disclosure of a
description of largels sel regarding emissions, energy lse and waler éefficiency, waste reduction, elc. and steps
[aken fo achieve them?

We agree with the rationales under paragraphs 94 to 106 of the Consultation Paper.

GlG Emissions

Question 12: Do youl agree with our proposal fo revise an Environmental KPI fo require disclosure of Scope 1
aid Scope 2 GG emissions?

We agree with the rationales under paragraphs 94 to 106 of the Consultation Paper.

Question 13: Do you agree with our proposal lo upgrade the disclosure obligation of all Social KPIs lo “comply
or explain’?

We agree with the rationales under paragraphs 107 to 112 oi the Consultation Paper.

Employment Types

Question 14: Do yoil agree with our proposal o revise a KPI fo clarily “cmployment lypes” shoiuld include “full-
aind part-time” stalf?

We agree with the rationales under paragraphs 113 to 123 oi the Consultation Paper.
Rale of Faialldes

Question 15: Do you agree with our proposal Io ameind the KPI on falalities fo require disclosure of the mumber
aid rafe of work-related falalilies occurred in éach of the past tiree years inclirding the reporting year?

We agree with the rationales under paragraphs 113 t0123 of the Consultation Paper.



Supply Chain Management

Question 16: Do you agree with our proposal lo introduce the following new KPIs in respect of supply chain
managemeni? (@ Description of practices used lo identify environmental and social risks along the supply clain,
aid how they are implemenied and monitored. (b Descriplion of praclices lsed fo promole environmentally
preferable produrcts amd services wien sélecting suppliers, and how they are implemenied and moiifored.

To the extent that the proposal relates to material suppliers under supply chain management, we agree with
the rationales under paragraphs 113 to 123 oi the Consultation Paper.

Anii-corruplion

Question 17: Do yoiul agree with our proposal fo inlfroduce a new KPI requiiring disclosure of ant-corruplion
lraining provided fo direclors and stalf?

We agree with the rationales under paragraphs 113 to 123 oi the Consultation Paper.

Questlon 18: Do yoil agree with the proposal fo revise the Giide’s wording on independence assurance fo siale
Lhal the issuer may seek independent assiiance Io strengthen the credibility of ESa informaltion disclosed: and
Where independent assurance is oblained, fhe issuer shoild describe the level, scope aid processes adopred for

assurance clearly in the Esa report?

We agree with the rationales under paragraphs 124 to 128 of the Consultation Paper.

Should you have any questions, please feel free to contact Samantha Suen FCIS FCS(PE), Chief Executive, HKICS or
Mohan Datwani FCIS FCS(PE), Senior Director; and Head of Technical and Research, HKICS at [N or

Yours faithiully



David Fu F(IS FCS(PE)
President
The Hong Kong Institute of Chartered Secrefaries
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