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 HKEX website at:
http://www.hkex.com.hk/-/media/HKEX-Market/News/Market-Consultations/2016-
Present/May-2019-Review-of-ESG-Guide/Consultation-Paper/cp201905.pdf.

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

Timeframe for Publication of ESG Reports

1. Do you agree with our proposal to amend Main Board Listing Rule 13.91 and
GEM Listing Rule 17.103 to shorten the time required to publish an
environmental, social and governance (“ESG”) report from three months after
the publication of the annual report to within four months for Main Board issuers
or three months for GEM issuers from the financial year-end date?

[] VYes
XI No

Please give reasons for your views.

ESG is relatively new requirements to a lot of companies, they need extra time to
prepare the ESG report.

Printed Form of ESG Reports

2. Do you agree with our proposal to amend the Listing Rules and the Guide to
clarify that issuers are not required to provide printed form of the ESG report to
shareholders unless responding to specific requests, but are required to notify
shareholders that the ESG report has been published on the Exchange’s and
the issuer’s websites?

XI  Yes
[] No

Please give reasons for your views.

This move would support the core value of ESG.
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Introducing Mandatory Disclosure Requirements

General

3. Do you agree with our proposal to amend the Guide to introduce Mandatory
Disclosure Requirements (“MDR”)?
XI  Yes
[l No

Please give reasons for your views.

MDR may help promoting better report quality as companies need to be more serious
about requirements/commitment.

Governance Structure

4, If your response to Question 3 is positive, do you agree with our proposal to

introduce an MDR requiring a statement from the board containing the following
elements:

(a) a disclosure of the board’s oversight of ESG issues?

(b) the process used to identify, evaluate and manage material ESG-related
issues (including risks to the issuer’s businesses); and

(c) how the board reviews progress made against ESG-related goals and

targets?
XI  Yes
[] No

Please give reasons for your views.

Board statement and oversight of ESG is not enough. In the past, the guideline has
also explicitly mentioned about the responsibility of the board, but non of the listing
company take it serious. We need to have an INED in the board to responsible for a
ESG committee, the ESG report should be signed off by the INED on behalf of the

committee, the board should fully responsible for every figure and words appeared in
the ESG report.
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Do you agree with our proposal to set out in a note that the board statement
should include information on the issuer’s current ESG management approach,
strategy, priorities and goals/targets and an explanation of how they relate to
the issuer’s businesses?

[] VYes
Xl  No

Please give reasons for your views.

More support is needed to guide/assist companies to establish ESG management
approach, strategy, priorities, goals/targets.

Reporting Principles

6.

Do you agree with our proposal to amend the Guide to introduce an MDR
requiring disclosure of an explanation on how the issuer has applied the
Reporting Principles in the preparation of the ESG report?

[] Yes
XI No

Please give reasons for your views.

Duplicated effort

Do you agree with our proposal to amend the Reporting Principle on “materiality”
to make it clear that materiality of ESG issues is to be determined by the board
and that the issuer must disclose a description of significant stakeholders
identified, the process and results of the issuer’s stakeholder engagement (if
any), and the criteria for the selection of material ESG factors?

XI  Yes
[] No

Please give reasons for your views.
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I don't think stake holder engagement is a good process. GRI is a voluntary base and
they promote stakeholder engagement. But if it is a mandatory requirement,
stakeholder can serve as a grey area to deliberately avoid disclose something because
they can manipulate the engagement result an non-significant. Please take reference
on SASB, they've developed more than 70 industries (actually a very simple process,
not as difficult as imagine) and they've sited their industrial specific, take reference
on the past legal case to list out their potential risk. I think such guideline together
with the board's view on materiality is far more sensible than rely on stakeholder
engagement.
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8.

Do you agree with our proposal to amend the Reporting Principle on
“quantitative” to:

(a) require disclosure of information on the standards, methodologies,
assumptions and/or calculation tools used, and source of the conversion
factors used for the reporting of emissions/energy consumption (where
applicable); and

(b) clarify that while key performance indicators (* KPIs”) for historical data

must be measurable, targets may be expressed by way of directional
statements or quantitative descriptions?

XI  Yes
[] No

Please give reasons for your views.

Push companies to be more serious about their data and calculations.

Reporting Boundary

9.

Do you agree with our proposal to amend the Guide to include an MDR
requiring an explanation of the ESG report’s reporting boundary, disclosing the

process used to identify the specific entities or operations that are included in
the ESG report?

XI  Yes
[] No

Please give reasons for your views.

Better for data comparison if reporting scope is disclosed and identified clearly. I've
read several report that only cover less than 20% of their business but don't have any
consequences.
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Introducing Aspect on Climate Change and Revising the Environmental KPIs

Climate Change

10.

Do you agree with our proposal to introduce a new Aspect A4 requiring:
(a) disclosure of policies on measures to identify and mitigate the significant

climate-related issues which have impacted, and those which may
impact the issuer; and

(b) a KPI requiring a description of the significant climate-related issues

which have impacted, and those which may impact the issuer, and the
actions taken to manage them?

[] Yes
X No

Please give reasons for your views.

This may only apply to some industries, otherwise more guidance is needed for
industry such as financial services.

Targets

11.

Do you agree with our proposal to amend the Environmental KPIs to require
disclosure of a description of targets set regarding emissions, energy use and
water efficiency, waste reduction, etc. and steps taken to achieve them?

Xl  Yes
[] No

Please give reasons for your views.

Only when the companies have substantial ESG data to set baseline for targets.
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GHG Emissions

12.

Do you agree with our proposal to revise an Environmental KPI to require
disclosure of Scope 1 and Scope 2 greenhouse gas (“GHG”) emissions?

X  Yes
[] No

Please give reasons for your views.

This should be a basic requirement. Actually for our own experience, Scope 3 is not
that difficult and should also be a mandatory requirement, otherwise it won't meet

the requirement of TCFD which advocate by your institute.

Upgrading the Disclosure Obligation of the Social KPIs

13.

Do you agree with our proposal to upgrade the disclosure obligation of all Social
KPlIs to “comply or explain™?

XI Yes
[] No

Please give reasons for your views.

Actually, it's comparatively easy to do.
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Revising the Social KPIs

Employment Types

14. Do you agree with our proposal to revise a KPI to clarify “employment types”
should include “full- and part-time” staff?

XI  Yes
[] No

Please give reasons for your views.

This should be a basic requirement.

Rate of Fatalities

15. Do you agree with our proposal to amend the KPI on fatalities to require
disclosure of the number and rate of work-related fatalities occurred in each of
the past three years including the reporting year?

XI  Yes
[] No

Please give reasons for your views.

This should be a basic requirement.
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Supply Chain Management

16.

Do you agree with our proposal to introduce the following new KPIs in respect
of supply chain management?

(a) Description of practices used to identify environmental and social risks
along the supply chain, and how they are implemented and monitored.

(b) Description of practices used to promote environmentally preferable

products and services when selecting suppliers, and how they are
implemented and monitored.

[] Yes
XI No

Please give reasons for your views.

This is a good suggestion, but more support is needed to guide/assist companies to
carry out this practice. Not every company has the bargaining power to manage
suppliers' environmental and social performance.

Anti-corruption

17.

Do you agree with our proposal to introduce a new KPI requiring disclosure of
anti-corruption training provided to directors and staff?

XI  Yes
[] No

Please give reasons for your views.
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Encouraging Independent Assurance

18. Do you agree with the proposal to revise the Guide’s wording on independence
assurance to state that the issuer may seek independent assurance to
strengthen the credibility of ESG information disclosed; and where independent
assurance is obtained, the issuer should describe the level, scope and
processes adopted for assurance clearly in the ESG report?

[] Yes
XI No

Please give reasons for your views.

We don't think it's ready for assurance. Now we only have AA1000 and ISAE3000,
both are not good enough for Appendix. Also, we come across with a lot of
assurance that is not done by sustainability professional (like CPA), they know
nothing about sustainability and they even can't point out very low level mistake
such as wrong use of unitin COD.

End -
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