
Hong Kong Exchanges and Clearing Limited (the Exchange) 

8th Floor, Two Exchange Square 

8 Connaught Place 

Central 

Hong Kong 

18 July 2019 

Dear Sirs 

Re: Consultation Paper on Review of the ESG Reporting Guide and Related Listing 

Rules 

Thank you for the opportunity to respond to this paper. Our responses to the questionnaire 

are attached in the requested format and we are happy to say that we support all of the 

Exchange’s proposals. 

We have supported the Exchange’s ESG Reporting Guide from its initial inception in 2012 

as recommended best practice; the consultation in 2015 to place it on a “comply or explain” 

basis; and now in 2019 with the introduction of mandatory disclosure requirements and a 

formal materiality assessment. This incremental approach has worked to build broad 

awareness of the need for ESG reporting among Hong Kong listed issuers but save in a few 

specific instances, has generally resulted in disclosure which lacks financial relevance and 

materiality to investors.  

As the Exchange recognizes, regulation and expectations around ESG have rapidly evolved 

beyond companies simply managing their reputational risk or engaging in corporate social 

responsibility activities. From an investor perspective, it is necessary for us to consider ESG 

issues in the context of assessing the financial, operational and regulatory risk of a company. 

Increasingly, ESG is becoming the lens through which we assess the broader sustainability 

profile of a company and how it manages the interests of all its stakeholders. 
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This review is timely and important to ensure that Hong Kong’s disclosure regime remains fit 

for purpose and consistent with international best practice. We agree with the emphasis on 

governance and materiality as important pre-conditions to good ESG disclosure; however, 

what remains notably absent is accountability - specifically, a direct way for shareholders to 

hold Board to account for the quality of ESG disclosure. For this reason, we advocate 

instituting an annual non-binding vote for shareholders to “approve” the ESG report. We 

envisage this will work in a similar way to the vote on the annual report and accounts and 

will allow shareholders to express feedback on the quality of ESG reporting. In markets 

which have enabled shareholder voting on the remuneration report, notably Australia, 

companies have been incentivized to proactively engage with their shareholders. This vote 

could lead to a similar dynamic in Hong Kong of encouraging greater dialogue between 

Boards and shareholders on ESG reporting matters and therefore promote greater investor 

stewardship consistent with the Principles of Responsible Ownership. 

We agree with a focus on climate-related disclosure as an urgent environmental concern, 

which aligns well with the stated priorities of the Securities and Futures Commission and the 

China Securities Regulatory Commission. However, the climate aspects of the ESG 

Reporting Guide do not appear to reflect this priority - Aspect A4 is relatively high level and 

provides minimal guidance for companies seeking to undertake more comprehensive 

climate reporting. We recommend that the Exchange explicitly adopt and direct companies 

towards the framework established by the Task Force on Climate-related Financial 

Disclosures (TCFD) which has gained broad industry acceptance. This would advance 

climate reporting in Hong Kong beyond that contemplated by Aspect A4 and would better 

enable comparability of Hong Kong listed companies with other TFCD reporters around the 

world.  

We also highlight supply chain risk as a critical social risk for many Asian listed companies. 

The new KPIs on supply chain management are a positive step as the disclosure presented 

on this issue is often generalized and boilerplate in nature. However, it lacks specificity, 

particularly around the process by which a company’s supply chain verified through formal 

auditing. Companies should provide disclosure around their auditing process, including its 

scope, frequency, high level summary of results and remedial action taken to address 

identified deficiencies. Over time, and with better disclosure, this should evolve into 

quantifiable targets around raw material intensity, labour conditions, fair wages and other 

specific priorities. 



Finally, we support the alignment of the timeframe for the publication of the ESG report in 

line with the annual report. It is clear that genuinely relevant ESG reporting cannot occur 

without significant collaboration and reference to traditional financial reporting. We express 

no view at this stage on whether the format should be in one or two reports but directionally 

the overall approach of integrating financial and non-financial reporting is right and the 

Exchange can set out its expectations to issuers in this regard. 

We continue to support the Exchange’s commitment to better and more comprehensive 

ESG reporting by Hong Kong listed companies and we would be pleased to discuss any 

aspect of our response with you in more detail. 

Yours faithfully 

Jenn-Hui Tan 

Global Head of Stewardship and Sustainable Investing 






















