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Chairman’s Message & 2=

Dear Members,

The Hong Kong market continues to show
strong growth momentum, particularly in the
IPO space. In the first six months of 2026,
the Hong Kong Stock Exchange (HKEX)
recorded 87 new listings, raising a total of
about HK$210.2 billion. Biotech, technology,
and cross-border enterprises have been

especially active, reaffirming Hong Kong's
premier position as a fundraising hub for mainland and international

companies.

For these enterprises, listing is a milestone that also brings new
responsibilities—compliance obligations, shareholder expectations,
and the need to identify market and collaboration opportunities
for growth. Yet, many newly listed companies face knowledge
gaps that may hinder their potential. To address this, the Chamber
has established the Hong Kong International Capital Market
Affairs Committee, designed to help companies navigate rising
regulatory requirements and cope with increasingly complex market

environment.

The Committee gathers investment banks, buy-side institutions,
family offices, and other stakeholders to provide systematic support
across the listing cycle—from IPO preparation and compliance to
capital operations and cross-border expansion. It also facilitates
meaningful dialogue among listed companies, pre-IPO firms, and
investors, enabling them to identify growth opportunities together.

Establishing this Committee reflects the Chamber’s mission to
consolidate Hong Kong’s position as a trusted international
capital formation hub and foster a healthier, more sustainable
market ecosystem. | encourage companies to follow the activity
announcements from the Committee and consult with Committee
members when the need arises.

While Hong Kong's equities market continues to thrive, the local ETF
segment remains underdeveloped, posing a structural gap in our
financial ecosystem. At the recent Government consultation on the
2026 Policy Address and the First Five-year Plan, we recommended
facilitating greater MPF allocations into Hong Kong-domiciled
ETFs. Currently, MPF investments flow predominantly into overseas-
listed products, draining liquidity from our market. Redirecting
these funds locally would not only retain liquidity but also create a
continuous, structural inflow of retirement capital into Hong Kong’s
equity market. This initiative would encourage both global and local
issuers to expand ETF offerings for local listing, diversify investment
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portfolios under Wealth Management Connect, and unlock Mainland MsRRAENERVREDN - BB HBRGIREARIERED

capital flows into a wider range of Hong Kong-listed products. The 7 S EEH I AREE AN  #E)
strengthened product landscape and enhanced liquidity would
FESERERRESD

reinforce Hong Kong’s position as a trusted international capital hub,

driving sustainable growth and long-term competitiveness.
EOEMEAEIOH @ SAEROMERFERMERE
to the HKEX consultation on expanding the Weighted Voting Rights BAEE (WVR) RIERIEEIER SRS - AR

(WVR) regime. We welcome proposals to broaden eligibility and relax MEERRIBFIERZE - SREASBIRS IR

financial thresholds, which will enhance Hong Kong's competitiveness CENEST - KT BFE—SESEEEREIE
in attracting innovative companies. However, we further recommend

On market consultation, the Chamber has recently submitted views

removing the restrictive “novelty test,” as it risks excluding quality B THTEMEAE) - RAREAIM BRI — RBEE
enterprises that may not be the first to adopt a technology or model ¥ — HATMIIFEERAEERMEL » BA

but are nonetheless innovative. The focus should remain on enabling BIEFIE - SIS BB NIRRT SRS

founders to retain control despite shareholding dilution, a common n ~
Lo . . BURERENERER T  DEERGERE -
reality in multiple funding rounds.

The above are examples of our work to promote market growth and M EERMESHERER SIS FHASNDS T

support listed companies. If you have any thoughts about them or . : }
. . F - MIBEILEEARENEMEE - SEEEA] -
additional ideas, please let me know.

Yours sincerely B -

KC Chan
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Editor’s Column #REERVEE

Pointing out how good governance and high-quality auditing go
hand-in-hand, with each element relying on the other to build
market trust and transparency, in our Cover Story interview, Dr David
Sun, Chairman of the Accounting and Financial Reporting Council,
explains how listed company audit committees and independent
non-executive directors play a crucial role in delivering high-quality
audits that ultimately help to cement Hong Kong's status as a top-tier
global financial centre. In their function as gatekeepers, Dr Sun also
emphasises the important role that audit committees and independent
non-executive directors play in ensuring the quality and rigour of the
audit from auditor selection, ensuring there is no changing of auditor
close to reporting deadlines, and evaluating the final performance.

Alongside financial, legal and operational risks, cyber risk has become
a significant governance challenge for boardroom directors. In this
edition of Momentum, our Talking Points column features a recent
survey conducted by Grandwood Insurance Brokers, which among
the findings highlights the disconnect between perceived awareness
and actual understanding of cyber risk exposure. The survey includes
the important recommendation for senior management that the
challenge is no longer simply recognising and understanding cyber
risks, but developing a level of insight that supports timely and
informed decision making.

As Al changes how work gets done across investor relations, financial
reporting, company secretarial functions, compliance, internal audit
and business support, our Corporate Tips column offers practical
advice on ways to implement and measure the effectiveness of
Al tools across corporate functions, including human-technology
collaboration.

While not signaling the end of US-dollar dominance, our Economic
Insights article explores the development of instant payment systems
and central bank digital currencies in emerging-market economies
and asks the question, what is at stake? Is it technical supremacy or
monetary power and influence itself?

The Hong Kong and China Gas Company, better known as Towngas,
is a household name in Hong Kong but there is a lot more to the
160-year-old company than supplying gas to homes. In a wide
ranging interview for our Member in the Spotlight article, Towngas
Chief Financial Officer Edmund Yeung Lui-ming explains how the
company is investing in sustainable aviation fuel, green methanol,
hydrogen and Al, while exploring new forms of digital finance. Mr
Yeung also explains how stable cash flow and prudent financial
management enables Towngas to incubate new energy businesses,
or as Mr Yeung puts it, "keep improving the business and creating
value over time”.

Demonstrating they consider the obligatory annual report more than
a "tick-the-box” compliance exercise, the FRA column in this edition
of Momentum analyses the Hong Kong Exchanges and Clearing
(HKEX) review of reports submitted by listed companies, and looks
at how 99% of the listed companies have complied with 90% of the
specific disclosure requirements under the Listing Rules.

Yours sincerely,

Chris Davis
Editor
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n an interview with Momentum, Dr David Sun, Chairman of the
Accounting and Financial Reporting Council (AFRC), outlines how
robust audits and financial reporting underpin trust Hong Kong's capital
markets — and why audit committees and independent non-executive
directors (INEDs) must take an active role in safeguarding quality.

“The quality of an audit begins long before an auditor signs the audit
report.”

For Dr David Sun, Chairman of the Accounting and Financial
Reporting Council (AFRC), that simple observation captures a
fundamental truth about Hong Kong's capital markets. While public
attention often focuses on an auditor’s opinion, confidence in
financial reporting is built much earlier—through management'’s
commitment to integrity, robust corporate governance, independent
oversight and objective assurance.

In an interview with Momentum, Dr Sun explains why credible
financial reporting is one of the indispensable foundations of
investor confidence and why maintaining that confidence is a shared
responsibility across the entire financial reporting ecosystem.

Trust is the currency that keeps capital markets functioning. It gives
investors the confidence to commit capital, supports efficient price
discovery and reinforces Hong Kong’s standing as one of the world’s
leading international financial centres. That confidence rests on many
foundations, including the rule of law, effective market regulation,
sound corporate governance and transparent markets. Within that
broader framework, however, Dr Sun believes credible financial
reporting occupies a unique place.

“Investors can only make informed decisions if they have confidence in
the financial information on which those decisions are based,” he says.

As Chairman of the AFRC, Dr Sun views high-quality financial reporting
not as the responsibility of auditors alone, but as the product of an
entire ecosystem working together in the public interest.

"It starts with management preparing financial statements that
faithfully reflect a company’s financial affairs. It depends on audit
committees and independent non-executive directors exercising
effective oversight. It culminates in an external auditor providing
objective assurance without fear or favour.”

Throughout the interview, one theme emerged repeatedly: trust in
financial reporting is not created by any single institution. It is built
collectively by company management, boards, auditors, regulators and
market participants, each fulfilling a distinct but complementary role.

Trust is Built by an Ecosystem
At the heart of that ecosystem are three closely connected

professional communities. The first comprises chief financial officers,
chief accountants and finance teams, who bear primary responsibility
for preparing financial statements that present a true and fair view of
a company'’s financial affairs. The second consists of audit committees
and financially literate INEDs, who oversee financial reporting,
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challenge significant accounting judgements and safeguard
shareholders’ interests. The third is the audit profession itself,
providing the independent assurance that enables investors
to place confidence in published financial statements.

Supporting these professional communities is a wider
network of regulators, institutional investors, financial analysts
and asset managers whose oversight reinforces market
discipline and strengthens confidence in Hong Kong's capital
markets.

“Trust is not built by one institution alone,” Dr Sun says.
"Every participant has a role to play.” As Hong Kong's
independent regulator of the accounting profession, the
AFRC contributes to that ecosystem by strengthening
confidence in financial reporting while supporting the
healthy and sustainable development of the profession.

Its responsibilities extend across inspections, investigations,
disciplinary actions and the oversight of public interest entity
auditors and certified public accountants. Working closely
with the Securities and Futures Commission (SFC), Hong
Kong Exchanges and Clearing (HKEX) and other regulators,
the AFRC helps uphold the integrity of Hong Kong’s financial
reporting framework.

“Our role is not simply to regulate,” Dr Sun explains. “It is to
strengthen confidence in financial reporting while supporting the te

healthy and sustainable development of the profession.” %ETE%?E&%{EW
HEEERSA
That philosophy underpins the Council’s work. Effective regulation EEETER - 9

protects the public interest, while promoting higher standards of
audit quality, professional competence and corporate governance
helps ensure the profession continues to earn the trust placed in it.
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Governance Sets the Tone
If confidence begins with management, it is sustained through

effective governance. Dr Sun believes audit committees, supported
by financially literate INEDs, occupy a pivotal position in the financial
reporting ecosystem. Their responsibilities extend well beyond
reviewing financial statements. They oversee the integrity of financial
reporting, challenge significant accounting judgements, monitor risk
and appoint the external auditor.

“A strong audit committee asks probing questions,” he says.
"It challenges significant accounting judgements and ensures
management can support the assumptions behind them.”

When selecting an external auditor, Dr Sun encourages boards to
look beyond audit fees alone. “Experience, industry expertise, quality
management systems, partner involvement and sufficient resources
all matter,” he says. “Audit quality should always be the overriding
consideration.”

Constructive dialogue between companies and auditors is both
necessary and desirable, but it must never compromise auditor
independence. “Independent assurance only has value if auditors
are able to exercise objective professional judgement without fear or
favour.”

That principle can come under pressure from commercial
considerations. Dr Sun expresses concern about excessive fee
pressure, opinion shopping and changes
of auditors close to reporting deadlines.
Although these may appear to be
commercial decisions, they can have
significant implications for audit quality
and investor confidence.

“Boards should regard audit quality as
an investment in trust rather than simply
a cost to be minimised.”

The quality of an audit begins
long before an auditor signs
the audit report. y9

He is particularly concerned about
substantially underpricing audit
engagements to win business. If fees
become unsustainably low, firms may
be unable to devote sufficient partner
attention or experienced staff to
complex engagements, increasing the
risk that audit quality will suffer.
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Similarly, opinion shopping or frequent changes of auditors can
undermine confidence if they are used to avoid robust professional
challenge rather than for legitimate commercial reasons. Dr Sun
therefore welcomes initiatives by the SFC and HKEX to strengthen
oversight of auditor changes and improve transparency around the
reasons for replacing auditors.

“Good governance requires transparency,” he says. “Investors
deserve confidence that auditors are appointed—and retained—for
the right reasons.”

Preparing the Profession for Tomorrow
Maintaining confidence in financial reporting requires more than

preserving today's standards. It also means ensuring that the
profession has the capability, capacity and vision to meet tomorrow’s
challenges.

For Dr Sun, the accounting profession is entering one of the most
significant periods of transformation in its history. Capital markets
are evolving. Corporate reporting is expanding beyond traditional
financial information. Artificial intelligence is reshaping professional
work. Together, these forces are redefining what it means to be an
accountant and an auditor.

"Preparing the profession for tomorrow is not about predicting
the future,” he says. "It is about ensuring the profession remains
competent, relevant and trusted, whatever the future brings.”

Capital Markets are Evolving
Hong Kong's resurgence as one of the world’s leading fundraising

centres reflects renewed confidence in its capital markets. With a
strong pipeline of IPO applications, the accounting profession has an
increasingly important role in supporting the city's continued growth.

For Dr Sun, however, growth must never come at the expense of
audit quality. “Growth presents tremendous opportunities,” he
says. “"But every new engagement must
still receive the time, resources and
professional attention necessary to deliver
a quality audit.”

He believes firms must carefully manage
both capability and capacity. Taking on
new engagements should not result in
experienced partners and staff being
diverted away from existing listed company
audits, particularly those involving
significant estimates, complex judgements
or heightened risks. Firms should monitor
not only the number of engagements
assigned to partners, but also their
overall workload and other professional
responsibilities. Where necessary, resources
should be reallocated or additional
engagement partners appointed with
clearly defined responsibilities.

10 Momentum
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At the same time, the profile of Hong
Kong’s listed companies is changing.
Biotechnology companies listed
under Chapter 18A and specialist
technology companies listed
under Chapter 18C are introducing
increasingly sophisticated business
models, while many listed companies
operate across multiple jurisdictions.

“Auditors need to understand the
underlying business, critically assess
management’s assumptions and
challenge valuation methodologies
where appropriate,” Dr Sun says. “As
Hong Kong becomes increasingly
international, firms must continue
investing in sector expertise, cross-
boundary capabilities and talent
development.”

Corporate Reporting is Evolving
The information investors rely upon

is also changing. As sustainability
reporting moves steadily towards
mandatory disclosure, companies and assurance providers alike are
preparing for a new reporting environment. Research conducted by
the AFRC shows that many listed companies have begun assessing
their readiness, although preparedness varies considerably.

Dr Sun expects accounting firms to play an increasingly important
role in sustainability assurance as financial and sustainability reporting
become more closely connected. “Investors expect reliable, decision-
useful information across both.”

The Hong Kong Government has entrusted the AFRC with
developing a regulatory framework for sustainability assurance. For
Dr Sun, this is a natural extension of the profession’s public interest
role.

"Our objective is not simply to introduce regulation,” he explains. “It
is to build confidence in sustainability information in the same way
investors have confidence in financial reporting.”

Investors can only make informed decisions
if they have confidence in the financial information
on which those decisions are based. 5y
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Technology should augment
professional judgement, not replace it. L}

The Profession is Evolving
Technology represents perhaps the most far-reaching transformation.

Artificial intelligence is already automating routine work,

strengthening risk assessment and enhancing analytical capabilities.
Rather than replacing accountants, Dr Sun believes it will elevate
the profession by enabling practitioners to focus on higher-value

activities requiring judgement, scepticism and strategic thinking.

“Technology should augment professional judgement, not replace it.”

He also believes Al presents an opportunity to reshape perceptions

of the profession among younger generations.

"The profession is becoming more intellectually rewarding,” he says.

"That is an opportunity to attract talented young people who want
meaningful, purposeful and impactful careers.”
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Looking Ahead

Although these transformations are reshaping the profession in different
ways, they are united by a common purpose: strengthening trust.

Whether responding to evolving capital markets, new reporting
expectations or advances in technology, the profession’s
responsibility remains unchanged—to provide reliable, high-quality
information that enables investors to make informed decisions.

For Dr Sun, regulation and professional development are not
competing priorities but mutually reinforcing ones. Effective
regulation builds confidence, while a forward-looking profession
continually earns that confidence by investing in its people,
embracing innovation and upholding the highest standards of
integrity, competence and professional judgement.

Throughout the interview, Dr Sun returned to one simple conviction.
Confidence in Hong Kong’s capital markets does not begin when
an auditor signs an audit report. It begins much earlier—with
management committed to integrity, boards willing to ask difficult
questions, auditors exercising independent professional judgement
without fear or favour, regulators upholding high standards and
investors demanding transparency.

No single institution can build trust alone.
But together, those who prepare, oversee, assure and regulate

financial reporting help safeguard one of Hong Kong's greatest
competitive strengths: confidence in its capital markets.

Chris Davis
Editor
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Ching Wing Hei

Account Manager, Cyber Specialist
Grandwood Insurance Brokers Ltd
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Cyber Risk: The Alarming Gap Between
Boardroom Confidence and Operational Reality

e

yber risk has become a significant governance challenge for

listed companies. No longer confined to the IT function, it is
now firmly a board-level concern, capable of disrupting operations,
triggering regulatory scrutiny, damaging reputation, and raising
questions around management oversight. As a result, cyber risk is
increasingly assessed alongside financial, legal, and operational risks
as a core component of organisational resilience.

Against this backdrop, Grandwood Insurance Brokers conducted a
survey recently to better understand how organisations and insurers
perceive and respond to cyber risk in practice. Drawing on input from
companies across Hong Kong and insights from leading insurers with
cyber expertise, the survey sought to address a persistent gap: the
deviation between boardroom confidence and operational reality'.

Our findings reveal a more nuanced picture — one where awareness is rising,
but preparedness, alignment and execution have much room to catch up.

Confidence Without Clarity
A key theme emerging from the survey is the disconnect between

perceived awareness and actual understanding of cyber risk
exposure. While concern levels are consistently high — particularly
around reputational damage, business interruption, and legal liability
— 61% of respondents report having limited visibility into their cyber
risk exposure, with only 39% considering themselves well informed.

This imbalance has practical consequences. When awareness
outpaces understanding, decision-making can become reactive,
driven more by perceived threats than by a clear view of where
vulnerabilities truly lie.

' Grandwood Insurance Brokers Limited, “Grandwood Cyber Insurance

Survey Report 2025" (2025)
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For senior management, the challenge is no long recognition,
but precision — developing a level of insight that supports
timely and informed decision making. One practical way
to narrow this gap is through clear ownership. Assigning
accountability to a designated executive — usually the Chief
Information Officer or Chief Information Security Officer
— with direct access to senior management and the

board helps ensure more structured oversight and
consistent escalation of cyber risk matters.

Still, this structure is not yet universal. According to
the Hong Kong Security Watch Report, nearly 30% of
enterprises still operate without dedicated cybersecurity
personnel. This is especially evident among SMEs, which
remain constrained by comparatively lower levels of
investment and resources’.

Human Behaviour: The Persistent Weak Link
Extending this gap between awareness and execution,

one constant remains: people continue to be a critical
vulnerability. Despite investment in systems and
infrastructure, phishing and business email compromise
remain key entry points for cyber incidents’.

Data indicates that on average, 5.5 in every 1,000
individuals in the Asia-Pacific region click on phishing
links each month, with commonly used cloud
applications accounting for 28% of these interactions®.
Yet, our survey shows that fewer than half of the

organisations (48%) have implemented cyber training programmes RMERIRBHERER - RIF (EBRELEHER
for employees. ) o I30%MEEIDAREEEBELZEZAE  Bh

R NEERLEHRBE » TEZHIRRERBRAE
This disparity highlights a clear and actionable opportunity for

management. While technological controls remain essential, ABRRYEREL

behavioural risks — which are often simpler and more cost-effective HERE Dt MERAMEHITRE ) - ARAERHRNFD

to address — continue to be under-prioritised. In practice, many TR - BECFERFNER CERERD - BizR

avoidable losses stem not from system failures, but from routine REEEEFERIDE 2R ARRE -

user actions that could be mitigated through greater awareness and

disciplined practices. EUREET » fEa AMB 98B 81,000 A HHH)E5.5A
ZRREFEBNS » Hh28% SR ERERHER o BE

Prepared for the Attack, But Not for the Aftermath It - WPIRVAERED - EBAE—F (48%) WIERE

A similar pattern emerges when comparing preventive controls B TRL=I=aI5tE -

with organisational resilience. While many organisations have made

SZEIRZRER T —EBW ETITANETSD - AR
FIEEEHEE » BOREREETESTHEIR » HAH
B> aMDREFRDER - RER » SFZIHBAVERL
Hong Kong Computer Emergency Response Team Coordination Centre, IEERAMRIE » T2 RE O = AS RS - I2aM

"Hong Kong Security Watch Report 2025 Q4" (2026) <https://www. ey ) _ N
hkcert.org/watch-report/hong-kong-security-watch-report-q4-2025> PRSI CRT A EREERR -

accessed April 30, 2026.

® Interisle Cousulting Group, “Phishing Landscape 2025 A Study of EETEPNE - RIZEERIEBE
the Scope and Distribution of Phishing” (Sept 2025) < https://static1. S RN TERS R MRS BT RS - TREIE T4
squarespace.com/static/63dbf2b9075aa2535887e365/t/68dfd315512a SR EE o (RS ETSg h YRR (5]
675a8fd94ee8/1759499029838/phishinglandscape2025.pdf> accessed LI » Lalobafee e i e S (T

et 5, 00 BRIDE) - EBRINBEBS  HEE—IBItR
¢ INTERPOL, “INTERPOL Asia and South Pacific Cyber Threat Assessment T8 REDIR—* (46%) HERRNEHESHER
Report 2025/2026" (2026) NEFFHEETE -
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meaningful progress in strengthening cybersecurity foundations —
with controls such as backups and firewalls widely implemented - a
more subtle vulnerability becomes apparent on closer examination
of resilience. Fewer than half of the organisations (46%) report having
incident response or business continuity plans in place.

This distinction is critical. Cyber incidents rarely become damaging
purely because systems are compromised; they escalate when
organisations are unable to respond and recover effectively.

Limited response preparedness can lead to prolonged operational
disruption, higher recovery costs and greater regulatory and
reputational consequences. As such, the focus for management
teams is shifting — from the unrealistic goal of eliminating cyber
incidents entirely, to ensuring the organisation can respond effectively
under stress and maintain operational continuity.

Cyber Insurance as a Complementary Risk Management Tool
This shift towards resilience also reframes the role of cyber insurance.

Cyber insurance is often misunderstood as a substitute for investment
in cybersecurity, when in practice, the two should be regarded as
complementary. Strong controls reduce the likelihood and impact of incidents,
while insurance helps address residual risk that remains despite best efforts.

Importantly, cyber insurance extends well beyond ransom payments.
Claims experience from our survey shows that legal, regulatory,
forensic and crisis management costs are often the most significant
loss drivers following an incident. While some organisations remain
constrained by limited cyber investment and resources, this gap can
be mitigated through appropriate cyber insurance cover. When it
is well integrated into incident response planning, cyber insurance
provides rapid access to specialist support and helps coordinate an
effective response during periods of operational pressure.

Al Integration and Emerging Governance Risk
In the meantime, the increasing adoption of artificial intelligence (Al)

is reshaping the cyber risk landscape. Al is now embedded in day-to-
day operations, from data analysis to internal decisionmaking. While
Al offers clear efficiency gains, it also introduces new governance and
liability considerations.

Al tools may operate with limited transparency, rely on complex
data sources, and raise issues relating to bias, data use, intellectual
property and regulatory compliance. They also increase dependency
on third party platforms and cloud providers, potentially altering an
organisation’s cyber and operational risk profile.

Boards and management should therefore maintain clear oversight
of how Al is used, supported by defined policies and integration into
enterprise risk management discussions.

Al Exclusions in Insurance Policies and Executive Implications
We are observing the growing introduction of Al-related exclusions

across multiple lines of insurance in the US market, including Errors &
Omissions and Directors’ & Officers’ policies. While these developments
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have yet to be implemented in the Hong
< Kong market, the market is currently in
\’ a watch-and-see phase, and the extent to which similar
exclusions will be adopted locally remains to be seen.

Notably, some of the exclusions emerging in the US are
broad in scope, with the potential to restrict coverage
for a wide range of Al applications and use cases’.

For directors and senior executives,
this development introduces
potential areas of exposure. Claims
relating to Al oversight, governance failures, data usage, or reliance
on automated decision-making may fall into grey areas, or in some
cases, lie outside the scope of coverage altogether. As Al becomes
increasingly embedded in core business operations, it is essential
for organisations to ensure that their adoption strategies are aligned
with a clear understanding of their insurance coverage parameters.
Without such alignment, there is a risk of unintended gaps in
protection. Addressing this requires proactive engagement with
insurance brokers to review policy wordings, identify potential gaps,
negotiate terms where appropriate, and adapt risk management
frameworks accordingly.

Should you have any concerns regarding your insurance
arrangements or wish to gain a clearer understanding of how these
developments may affect your coverage, please feel free to reach
out to Grandwood for further discussion.

Key Takeaways

+ Awareness does not equal preparedness: While cyber risk is
widely recognised at board level, many organisations lack clear
visibility into their actual exposure.

+ Human behaviour remains a critical vulnerability: Phishing and
BEC continue to be primary entry points, yet employee training
remains underutilised.

¢ Resilience is the missing link: Preventive controls are improving, but
incident response and business continuity planning remain insufficient.

+ Governance and accountability are essential: Clear ownership
of cyber risk—supported by dedicated personnel and board-level
oversight—is critical to closing execution gaps.

* Cyber insurance is complementary, not substitutive: It plays
a key role in addressing residual risk and providing specialist
response support during incidents.

+ Al introduces new risk dimensions: Governance, transparency,
and insurance coverage considerations must evolve alongside

adoption.

*  Pillsbury Winthrop Shaw Pittman LLP, Jay Konkel and Hadhy Ayaz,
"Pillsbury Winthrop Shaw Pittman LLP” (Policyholder Pulse, April 13,
2026) <https://www.policyholderpulse.com/ai-exclusions-insurance-
policies/> accessed April 30, 2026.; Natalie Dubose and Greg Van
Houten, “Al Exclusions in Insurance Policies: A Growing Threat and What
to Do” Haynes Boone (April 13, 2026) <https://www.haynesboone.com/
news/alerts/ai-exclusions-in-insurance-policies-what-to-do> accessed
April 30, 2026.
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Artiﬁcial intelligence is no longer a future-facing issue for HK-listed
companies. It is already changing how work gets done across
investor relations, financial reporting, company secretarial functions,
compliance, internal audit, and business support. The question is no
longer whether Al will be used. It is whether listed companies can
prove that Al was used responsibly, with meaningful human oversight
and a clear record of how decisions were made.

That shift matters because the market is already moving
faster than many governance frameworks. HKEX has publicly
stated that it used Al technology in its annual report review
and launched an Al-based Annual Report Explorer to support
issuers’ compliance journey. HKCGI's recent market study on Al
adoption and governance found that nearly nine in ten HKEX-
listed issuers now reference Al in their disclosures, while fewer
than one in five disclose a structured Al governance framework
with defined oversight roles, policies, and lifecycle controls. In
other words, Al adoption is widespread, but governance remains
uneven.

For listed companies, that is a warning sign. Al can accelerate
drafting, improve efficiency, and support research, but it can also
create hidden compliance gaps if outputs are used without proper
review, documentation, and accountability. The issue is not whether
Al is useful. The issue is whether the company can demonstrate how
it was used, who checked it, and whether human judgment remained
in control.

Why Governance Matters Now
The business case for Al is no longer theoretical. A joint HKU and

Deloitte China study found that more than one-third of organizations
are still in the exploration stage, 56% are in limited implementation,
and only 4% are truly transformational. The same study found that
23% report measurable financial impact from Al, while 9% of projects
deliver negative returns, often because of weak execution, hidden
costs, or poor measurement discipline. That is a clear reminder
that Al value does not come from adoption alone; it comes from
disciplined implementation.

For listed companies, that discipline should start with governance. If
Al is being used in investor relations, finance, or company secretarial
work, then the company needs to know where it is being used,
who approved it, how it was reviewed, and what evidence exists
to support the final output. Without that, the company may have
productivity gains but no defensible control environment.

Start with a Risk Map

The first practical step is to map where Al is already being used
across the company. Many firms assume Al is confined to a few
innovation or technology teams, but in practice it often appears
in ordinary workflows. Investor relations may use it to help draft
announcements or presentations. Finance teams may use it to
support reporting language. Company secretarial teams may
use it to assist with board materials or notices. Compliance and
internal audit teams may use it for summarization, monitoring,
or research.
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Once Al use is identified, it should be classified
by risk. Public disclosures, regulatory filings,
financial reporting, and board papers should be
treated as high-risk because weak oversight in
these areas can create serious compliance and
reputational exposure. Lower-risk internal uses
may still require guidance, but they should not
be governed in exactly the same way.

The point is not to create bureaucracy. It is
to focus controls where they matter most. A
company that treats every Al use identically may
end up creating too much friction in low-risk
areas and too little control in high-risk ones. A
better approach is to align governance intensity
with business and regulatory exposure.

Make Prompt Logging Mandatory

A core concept in Al governance is “Minimum Human Intellectual
Contribution” (MHIC). In practical terms, MHIC asks three questions:
whether the human added cognitive value that Al could not generate,
whether the human reframed, questioned, or improved the Al’s
output, and whether the overall process is auditable end-to-end.

Prompt logging is one of the most effective ways to evidence MHIC in
practice. A prompt log records what was asked of the Al, what output
was produced, how the human engaged with that output, and what
changes were made before the final version was used. This creates a
traceable record of the interaction between human and machine.

That distinction matters because final output alone does not show
whether MHIC has been met. A polished draft can still reflect passive
acceptance. Prompt logging helps demonstrate that the human
actively shaped the work—reframing the task, challenging assumptions,
refining the response, and applying independent judgment.

Seen this way, MHIC becomes operational rather than theoretical.
A company should be able to evidence a clear sequence: initial
prompt, Al response, human intervention, iterative refinement, and
final sign-off. Prompt logging is therefore not just recordkeeping. It
is proof that the process was human-led, cognitively substantive, and
fully auditable.

Define Where Al Can Be Used

Companies should also define acceptable use cases in plain
language. Staff need to know which tasks are permitted, which
require review, and which are restricted. Al may be useful for
background research, first drafts, formatting, translation support,
or internal brainstorming. But for high-stakes content such as
disclosures, legal analysis, financial statements, or board materials,
the company should require stricter human oversight and a clear
review trail.

This is where policy must be specific enough to guide behavior.

A vague rule such as "use Al responsibly” is too open-ended to
control risk. Employees should know what can be uploaded, what
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cannot, what tools are approved, and what review standard applies
to different categories of work.

The best policies are practical, not performative. They should reflect
how people actually work and give them a realistic way to use Al
responsibly. If the policy is too rigid, employees will ignore it. If it is
too loose, it will not protect the company.

Train Every Employee
Every employee needs Al training. Al is becoming a baseline

workplace capability, and no employee should be left outside that
shift. The HKU and Deloitte China study shows that employee
readiness is hindered by uncertainty, fear of replacement, and
self-image, which means training is not just about technical
competence but also confidence, adoption, and culture. If staff
are expected to use Al safely and effectively, they must first
understand it.

The type of training should still differ by role. Senior executives
need governance, oversight, and risk awareness. Finance and
compliance teams need higher-intensity training on review standards,
documentation, and accountability. General staff need practical Al
literacy: how to use tools safely, how to spot errors, how to avoid
overreliance, and how to escalate when in doubt.

The key point is that no one should be left behind. A company that
trains only a subset of its workforce will create uneven capability
and uneven risk. Universal Al training helps build a common culture
of responsible use while still allowing each function to learn what is
most relevant to its role.
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Key Steps for HK-Listed Companies
EBELMATHEREDS R

¢ Map current Al usage across functions, focusing on high-
risk areas such as disclosures, financial reporting, and board
materials.

+ Classify Al use by risk level, aligning governance intensity with
regulatory and reputational exposure.

* Introduce prompt logging to document human oversight,
revisions, and decision-making.

+ Define permitted and restricted use cases in clear, practical
language, including approved tools and data handling rules.

¢ Implement role-based training so all employees understand
both Al usage and associated risks.

* Embed review and sign-off controls into workflows, especially
for high-risk outputs.

¢ Establish minimum documentation standards, including
version control and approval records.

* Regularly review and update policies to reflect evolving tools,
practices, and regulatory expectations.

* Extend governance to third-party providers by understanding
and monitoring their Al usage.
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Build Oversight into the Workflow
Human oversight should be built into process design, not added at

the end as a formality. A reviewer should be able to explain why an
Al-assisted draft is correct, where it needed correction, and what
judgment was applied before publication or submission. In high-risk
functions, this should include sign-off and version control.

MHIC is useful here because it shifts the conversation from “Was Al
used?” to “What was the human contribution?” That is the question
boards should care about. A human-led process with Al assistance is
very different from an Al-led process with token review. Only the first
is defensible as a governance model.

Prompt logs, version history, and approval records should therefore sit
at the center of the control environment. They allow the company to
reconstruct what happened if questions arise later. That is essential not
only for compliance, but also for internal accountability and quality control.

Keep the Policy Alive

Al governance cannot be a one-time policy exercise. Tools change
quickly, staff usage evolves, and regulatory expectations continue to
develop. Companies should review their policies regularly, update
training materials, and adjust controls where necessary. A policy that
is not maintained will quickly fall behind actual practice.

This is also where third-party risk matters. If vendors or service
providers use Al in work done for the company, the company should
understand how those tools are used and what controls exist around
them. Governance does not stop at the company’s own devices or
internal teams. It extends across the value chain.

A Practical Starting Point
For companies starting from scratch, the best approach is to begin

with a high-exposure function such as investor relations, financial
reporting, or company secretarial work. Then audit current use,
identify where prompt logs are missing, pilot a review workflow, and
set a minimum documentation standard.

From there, the framework can be expanded across the business. The
goal is not to prevent Al use. The goal is to make Al use explainable,
reviewable, and aligned with the company’s governance standards.
That is the standard HK-listed companies should be aiming for now.

Closing Thought

Al is becoming part of the operating model for listed companies, and
the governance implications are already visible. The companies that
succeed will not be the ones that simply allow Al use. They will be
the ones that can prove human oversight, document their process,
and train every employee to operate in an Al-enabled workplace.

MHIC offers a practical way to do that. Prompt logging makes it
visible. Universal Al training makes it sustainable. Strong governance

makes it defensible.

Adrian Watson
Chief Business Development Officer, Apex Research Collective
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The Geopolitical Battle
V" Monetary
Infrastructure

E%%ﬁm
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he development of payment infrastructure in emerging-market

economies (EMEs)—from instant payment systems in retail
markets to wholesale central bank digital currencies (CBDCs) for
cross-border interbank settlement—is part of a broader technological
transformation. But the intense scrutiny these initiatives face from
the United States suggests that what is at stake is not only technical
supremacy, but monetary power itself.
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Changes to how payments are executed imply a shift in control over the
critical infrastructure through which money circulates, with consequences
for the exercise of monetary sovereignty. While sovereignty in monetary
affairs was traditionally understood as the authority to issue currency,
it expanded over time to include oversight of banking systems
and financial flows. In an increasingly digitalized world, however,
sovereignty now hinges on the mechanisms underpinning payments
and settlements, and the data generated by financial transactions.

This shift is especially visible in EMEs, where formal sovereignty has
long coexisted with structural dependence. For years, the dollar’s
dominance has rested not only on its status as a global currency,
but also on a dense network of privately governed infrastructure—
the Society for Worldwide Interbank Financial Telecommunication
(SWIFT), the New York Clearing House Interbank Payments System
(CHIPS), and the Continuous Linked Settlement (CLS)—that shape
how cross-border payments and financial settlements are conducted.
Far from being neutral conduits, these US-dominated systems
embed geopolitical power into the routine functioning of global
finance, enabling “weaponized interdependence” through sanctions,
exclusion, and control over financial flows.

Brazil's Pix is a case in point. An instant payment platform created
and managed by the Central Bank of Brazil, Pix has rapidly
become a central pillar of the country’s financial architecture,
surpassing payment cards in transaction volume. It embodies a
governance model in which the state manages both payment rules
and the data generated by transactions—an increasingly important
source of economic and strategic power.

This has clearly spooked the US. The Office of the United States
Trade Representative (USTR) opened an investigation into Brazil
and included Pix in its 2026 National Trade Estimate Report on
Foreign Trade Barriers under the broader category of “non-market
policies and practices” that may generate “economic and national
security risks” for the US. The report positions state-led payment
infrastructure, data-localization measures, and digital regulations as
potential distortions of competition that disadvantage foreign firms,
particularly US financial-service providers.

But Brazil is not an isolated case. The USTR report expresses similar
concerns about efforts in India, China, Indonesia, Turkey, Vietnam,
Pakistan, Algeria, Oman, Kuwait, Qatar, and Thailand to develop domestic
payment systems and strengthen regulatory control over digital and
financial infrastructure, including through data-localization requirements.

This trend reflects a broader global shift toward a state-led approach
to building financial infrastructure for the digital economy. Domestic
payment systems, including Pix and India’s UPI, should therefore be
understood as part of a wider movement among EMEs to reclaim
control over the rails on which money and financial data move.

Such a structural shift becomes even more consequential at the
cross-border level, unlocking the potential for connecting domestic
instant payment systems (like the Bank for International Settlements-
led Project Nexus) and, crucially, using CBDCs for wholesale transactions.
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Projects such as mBridge—bringing together China, Hong Kong,
Thailand, the United Arab Emirates, and Saudi Arabia with initial
support from the BIS—as well as emerging BRICS+ initiatives,
illustrate how CBDCs can be used to redesign international payment
infrastructure. By integrating messaging, clearing, and settlement, a
single, state-governed platform may reduce reliance on traditional
intermediaries and enable direct settlement in local currencies.

More importantly, this approach embeds public authority into the
technological architecture of payments and settlements, expressed in
code, protocols, and governance rules. Monetary sovereignty, in this
context, becomes infrastructural: it is exercised through the design
and control of systems that support cross-border financial flows.

For EMEs, this represents a strategic opportunity. By reducing
dependence on dollar-based infrastructure and enabling settlement
in local currencies, multi-CBDC platforms and a standardized
protocol linking domestic instant payment systems provide a
pathway, albeit still limited, to expand the external dimension of
monetary sovereignty.

To be sure, these developments do not signal the end of dollar
dominance. The structural foundations of today’s US-led system, from
deep and liquid domestic financial markets to strong network effects
and global demand for dollar-denominated assets, are robust. The
rapid expansion of dollar-backed stablecoins may even reinforce this
dominance in the digital realm.

But a more fragmented and contested landscape is emerging. The
new initiatives are reconfiguring the existing system at the margins:
creating alternative channels, redistributing power (albeit to a limited
degree), and, above all, demonstrating that infrastructure, not
currency, is the primary terrain of monetary competition.

This evolution has two important implications. First, future conflicts in
the international monetary system are likely to center on standards,
platforms, and data governance rather than exchange rates or
reserve currencies. Second, EMEs are no longer merely passive
recipients of global financial standards; they are becoming drivers of
institutional and technological innovation.

In this context, the central question is no longer who issues money,
but who designs and governs the infrastructure through which it
moves. The answer will not be determined by technological efficiency
alone. It will be shaped by law, institutional choices, and geopolitical
strategy—and will ultimately define the future distribution of
monetary power.

Camila Villard Duran
Associate Professor of Law
ESSCA School of Management

Copyright: Project Syndicate, 2026.
www.project-syndicate.org
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table utility earnings are helping The Hong Kong and China Gas

Company Limited (Towngas) to pursue opportunities in clean
energy, digital innovation and sustainable growth, according to Chief
Financial Officer Edmund Yeung.

Towngas may be a household name for supplying gas to homes and
businesses across Hong Kong and parts of the Chinese Mainland,
but some of its newest ventures have little to do with traditional
utilities. The company is investing in sustainable aviation fuel (SAF),
green methanol, hydrogen and Al data centres, while exploring how
to use Al to enhance efficiency and venturing into digital finance.
According to Chief Financial Officer Edmund Yeung Lui-ming,
the initiatives are being funded by the strong ongoing cashflow
generated from businesses built up over more than a century,
and by doing so the group has room to pursue new opportunities
while maintaining financial discipline.

“We are in good shape because our core businesses remain very stable,”
says Yeung. “They generate sufficient cash flow every year, which allows
us to incubate new energy businesses.” He adds that balance between
continuity and renewal is what makes Towngas’ strategy effective.
On the one hand the company continues to provide essential utility
services across Hong Kong and part of the Chinese mainland, while on
the other hand resources are allocated to sectors expected to play a
growing role in the low-carbon economy. “Our responsibility is to keep
improving the business and creating value over time,” Yeung explains.

Financing the Transition
Core operations remain the backbone of the Towngas Group. Its

Hong Kong gas business, Chinese mainland city-gas operations, as
well as water and environmental services continue to generate
recurring income and provide visibility over future earnings. Together
these businesses provide the company with the flexibility to invest
in projects that require time, scale and technological development
before reaching commercial maturity.

“"Renewable energy
businesses are beginning
to enter a harvesting
stage,” Yeung notes.
“Some investments that
we made years ago
are already producing
returns,” he adds. This
approach stems from
a financial philosophy
rooted in patience.
Rather than concentrating
resources on a single
technology, Towngas has
developed a portfolio
of businesses spanning
renewable energy,
sustainable fuels, and
energy infrastructure and
consumer products.
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Yeung is of the view that access to a stable cash flow is a strategic
advantage at a time when many companies are seeking ways to
finance decarbonisation. “Because our core businesses are stable,
we can continue investing in future opportunities,” he says.

Funding structures are selected according to the nature of each
project. Green loans, sustainability-linked financing and other capital
market instruments are used where appropriate, particularly for
assets capable of generating predictable returns.

As a long-established listed company, Towngas must also balance
growth ambitions with shareholder expectations. Many investors
have held the stock for decades and regard it as a reliable source
of income, which is also what retirees or pension funds seek as
a defensive play. In this regard, Yeung says: “We take dividend
commitments very seriously. Many shareholders have supported us
over a long period of time.”

Positioning for the Energy Transition
Few sectors are changing as rapidly as energy. Governments are

setting carbon-reduction targets. Airlines are under pressure to
lower emissions. Shipping companies are preparing for stricter
environmental requirements. New opportunities are emerging as
industries seek alternatives to conventional fossil fuels.

Towngas has spent recent years building positions in several areas
where demand is expected to grow. One such example is EcoCeres,
the group's renewable fuels business, that produces sustainable
aviation fuel from waste-based feedstocks.

Although SAF remains more expensive than traditional jet fuel,
Yeung believes regulation will increasingly play an important role in
supporting adoption. “Countries around the world are introducing
carbon-reduction requirements,” he says. “Airlines will need to meet
those targets.” Yeung cites
Singapore’s plan to introduce
SAF blending requirements
as an example of how
demand could develop over
time.

As a source of clean
energy, green methanol is a
sustainable alternative fuel
with low carbon emissions.
Produced with sustainable
feedstocks, it is emerging as
a potential alternative to
conventional marine fuels.
Through its subsidiary
VENEX, Towngas has been
developing production
capabilities aimed at serving
the shipping sector where
emissions reduction has
become a growing priority.
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Green methanol produced by Towngas joint venture VENEX fuels a container ship at Kwai Tsing Container
Terminals at the beginning of 2026, marking Hong Kong's first simultaneous bunkering and cargo operation.
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Hydrogen is another clean
energy source that is also a
growing part of the group'’s
decarbonisation plan. While
some associate hydrogen as
being futuristic, Towngas has
been working with hydrogen
for over a century. About half
of the gas supplied through its
network contains hydrogen,
providing the company with
valuable operational experience.
This acquired knowledge,
combined with the company’s
infrastructure and engineering
expertise, will be able to
support future hydrogen
applications, such as mobility
solutions and distributed energy
systems.
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On the external front, Towngas has
been working with universities,
research institutions and industry
partners on hydrogen-related
projects. Pilot schemes have
also been launched to explore
commercial applications. Instead
of attempting to predict which
technology will emerge as the
dominant solution, the company
has adopted an incremental
approach. “We prefer small steps
and quick learning,” Yeung says.
“"When opportunities appear, we
are ready to move,” he adds.
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Towngas is committed to developing its low-carbon energy business. This year, the company
launched Hong Kong's first hydrogen-powered EV charging station for commercial buildings at its
North Point headquarters, utilising locally produced hydrogen to generate electricity.
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Staying at the forefront of technological innovation, Towngas is actively exploring Al and robotics to

enhance inspections and safety. Alongside these efforts, the company successfully completed its first

Al Built into Day-to-Day

Operations
With Al in its different forms is an

integral part of business

development, and Towngas is no exception. However, the
question for the group is no longer whether they should adopt
Al, but how quickly they can put it to work. While much of the
public discussion in the past year or two has been on generative
Al and customer-facing use cases, Towngas has been deploying
Al across its operations, from safety inspections and customer
service, to finance, human resources and engineering. "Al
helps us to process information more efficiently. It also reduces
repetitive work and allows people to spend more time on
tasks that require judgement,” Yeung says. Safety is one area
where the benefits are already becoming apparent, noting
that large infrastructure networks generate vast amounts
of operational data. "Al-assisted systems can help identify
patterns, detect anomalies and support inspection processes,”
eung explains.

real-world asset (RWA) tokenisation project via a blockchain platform late last year.
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As part of its employee
training strategy, Towngas has
also been applying Al to
knowledge management. The
strategy takes into account that
many employees have spent
decades working within the
organisation. Their experience
has accumulated through
countless site visits, maintenance
projects and operational
challenges, Yeung explains.
"Preserving that expertise is of
vital importance,” he stresses,
“a master craftsman develops
knowledge that cannot always
be found in textbooks.” Much
of the know-how exists as tacit
knowledge acquired through
years of hands-on experience.
For example, engineers learn
how to read subtle signals
from equipment, diagnose
problems in the field, and make judgements that are difficult to
codify in manuals. By using Al tools to record discussions, analyse
site observations and organise information, Towngas hopes to
preserve those insights and pass them on to younger generations of
employees.

FRPIEDERE

Knowledge that was once transferred mainly through apprenticeships
can be captured and shared more systematically. Digital tools are now
being used to record discussions, document site observations and
analyse technical information. Yeung sees Al as a complement
to human expertise rather than a substitute for it. “We believe in
human-machine collaboration,” he says. “Technology helps people
become more effective.”

Experimenting with New Financial Tools
Innovation is not limited to energy technologies. In late

2025 Towngas completed its first real-world asset (RWA) tokenisation
project, converting a HK$100 million credit facility linked to data-
centre operations into digital tokens on a blockchain platform
developed with Ant Digital Technologies. The proceeds are
supporting the development of Al data centres, Al Internet of Things
solutions, and cross-border infrastructure projects.

Yeung sees tokenisation as a way to unlock greater flexibility
and transparency. “In the future, many asset classes could be
digitised,” he says. Ownership and transaction information can
be recorded and verified on distributed ledgers, while investors
may eventually gain exposure to specific assets rather than entire
companies. Towngas' participation in one of Hong Kong's early
corporate tokenisation initiatives has given the company on-the-
ground experience of how such systems operate. A willingness to
experiment with these tools has become a recurring theme in the
organisation’s approach to innovation.
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Edmund Yeung notes that the strong cash flow generated by Towngas's stable core businesses
provides the foundation to actively invest in clean energy, digital innovation, and sustainable growth.
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Passing Knowledge from One Generation to The Next
Technology may be changing rapidly, but Yeung believes
people remain the company’s most valuable asset. Towngas’
businesses now span city gas, water and environmental services,
renewable energy, sustainable aviation fuel, green methanol,
consumer products and digital infrastructure. The breadth of these
activities means learning never stops, “there is always something
new to learn,” says Yeung. The company continues to recruit
graduates through management trainee programmes and structured
development schemes. New recruits are exposed to different parts of
the organisation, helping them to develop a broader understanding
of the business. According to Yeung, younger employees often bring
strengths that complement the experience of veteran staff. They
are generally quick to adopt new technologies and comfortable
working with digital tools and Al-enabled systems. “Every generation
has its strengths,” Yeung notes. Many employees spend decades
with the company, creating a culture where experience and fresh
perspectives are shared across teams. Yeung believes that a strong
culture and sense of belonging remain Towngas' greatest strengths.

Balancing Certainty with Change

Global energy markets are entering a period of uncertainty.
Geopolitical tensions, shifting regulations and technological advances
are creating both opportunities and risks. Yeung accepts that many
external factors remain outside any company’s control. What can
be controlled, he says, is the quality of execution. “We focus on
safety, service quality and operational excellence. At the same
time, we continue investing in areas where we see long-term
potential,” he says. For Towngas, the years ahead are likely to bring
a careful balance between continuity and exploration. New fuels
are being developed. Digital technologies are being introduced.
Financial innovation is being tested. Through it all, the company
continues to draw on strengths built over more than 160 years:
engineering expertise, stable operations and a willingness to invest
patiently for the future. "If we keep improving and keep learning, the
opportunities will come,” Yeung concludes.

Jimmy Chow
Journalist
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Since 2009, Hong Kong-listed companies from a wide range of
industries have taken the opportunity to gain exposure by being
profiled in Momentum’s "Member in the Spotlight” column. As
a member of the Chamber of Hong Kong Listed Companies, you
have the privilege of being featured in this column, too.

If you are interested in having your company profiled in Momentum,
please contact the CHKLC Secretariat: Karina Leung,
Tel: (852) 2970 0886; Email: karinaleung@chklc.org
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By way of background, all listed companies are required under
the Listing Rules to publish their annual reports, corporate
governance reports and ESG reports within four months after their
respective financial year-end dates, in each case complying with
the disclosure requirements under the Listing Rules (collectively the
Reports of Listed Companies).

Hong Kong Stock Exchange (HKEX) has an ongoing programme to
review the Reports of Listed Companies to ensure their compliance
with the disclosure requirements under the Listing Rules as well as
corporate governance and reporting practices in selected areas. After
the review, HKEX will prepare a review report with its findings and
recommendations for reference by listed companies and the market.
In the past, HKEX has conducted reviews and issued reports on each
of the following:

(a) Annual Review on Annual Reports of Listed Companies;

(b) Annual Review on Corporate Governance Reports of Listed
Companies; and

(c) Annual Review on ESG Reports of Listed Companies.

Since December 2025, instead of issuing separate review reports on
each of and relating to annual reports, corporate governance reports
and ESG reports, HKEX has combined the three reports and issued
a comprehensive annual review of all three reports issued by listed
companies. The first one is the Annual Review of Issuers’ Report 2025
issued in December 2025.

This FRA Column will give a brief overview of the first Annual Review
of Issuers’ Report 2025.

Review of Annual Reports
To advance the use of internet technology and promote compliance

efficiency, HKEX has launched its Al-powered Annual Report
Explorer platform to assist listed companies in their preparation
of annual reports which contains (a) the Guide on Preparation of
Annual Report; (b) Disclosure Repository; and (c) Findings and
Recommendations. These altogether constitute one stop service
to all listed companies to assist them in the preparation of annual
reports.

HKEX's review on annual reports comprised the following:

(@) An Al-assisted review of listed companies’ compliance with
the specific disclosure requirements under the Listing Rules
(compliance review);

(b) Thematic review on selected areas with a focus on quality of
disclosure and governance (thematic review); and

(c) Assessment of listed companies’ compliance with prevailing
requirement (including accounting standards) in their financial
statements with an aim to enhance quality of financial
disclosure.
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On compliance review, HKEX reported that our listed companies
continued to achieve a high rate of compliance with specific
disclosure requirements under the Listing Rules. 99% of the listed
companies have complied with 90% of the specific disclosure
requirements under the Listing Rules.

As regards disclosure related to audit modifications, 89% of the listed
companies made recommended disclosure on audit modifications in
full.

As regards management discussion and analysis, listed companies
have in general improved their disclosure but the following
shortcomings are still observed and noted:

(a) Boilerplate and generic languages still used;

(b) Disclosure not sufficiently coherent or integrated across different
sections or with other reports;

(c) Failure to maintain consistency year on year in terms of
information coverage and detail; and

(d) Disclosure over-emphasised on positive aspects while
downplaying or disregarding challenges and risks.

Review of Corporate Governance Reports
In this review, focus areas of HKEX are on board gender diversity,

tenure of independent non-executive director (INED) and
overboarding INEDs.

On board gender diversity, as of
November 2025, women took up around
23% on the boards of listed companies,
representing an increase of 5.2% over the
past four years. As of November 2025,
almost all listed companies have at least
one female director. As of November
2025, 22% of listed companies have
female director representation of 30% or
more on their boards.

On tenure of INEDs, as of November
2025, approximately 17% of listed
companies have long serving INEDs on
their boards with 16 listed companies
having only long serving INEDs on their
boards.

On overboarding INEDs, under the
new hard cap on overboarding under
the Listing Rules, the number of
overboarding INEDs in listed companies
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has decreased over the years. As of
November 2025, only eight INEDs are
holding seven or more directorships in
63 listed companies.
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Review of ESG Reports

In reviewing ESG
compliance, HKEX has
focused on new climate
requirements under ESG
disclosure and reporting.

On overall performance
and compliance, over 90%
of all listed companies
have complied with all
aspects except B4: Labour
Standards (with 80%
compliance).

On climate-related
disclosures, 100%
of LargeCap listed
companies (and 8% of all listed companies) have made reference to
International ESG Reporting Frameworks.

On reporting on GHG emissions, 100% of LargeCap listed companies
(and 97% of all listed companies) have disclosed Scope 1 and Scope
2 GHG emissions. In addition, 69% of LargeCap listed companies (and
41% of all listed companies) have disclosed Scope 3 GHG emissions.
Amongst the LargeCap listed companies disclosing and reporting on
Scope 3 GHG emissions, 92% of them have disclosed a breakdown
of scope 3 categories and 75% of them have disclosed specific
emission data by scope 3 category.

On the use of climate-related scenario analysis, 84% of LargeCap
listed companies (and 14% of all listed companies) have used
climate-related scenario analysis.

On independent assurance, 70% of LargeCap listed companies (and
9% of all listed companies) have obtained independent assurance.
Amongst them, 96% have disclosed the level, scope and processes
adopted for assurance and 83% have obtained assurance specifically
on Scope 1 and Scope 2 GHG emissions.

Conclusion

The above is a general overview of the Annual Review of Issuers’
Reports 2025 issued by HKEX in December 2025. Please read the full
report for details.

All in all, our listed companies have a very high compliance culture
and practice complying with more than 90% of all disclosure
requirements under the Listing Rules either in their annual reports, or
in their CG reports or in their ESG reports.

Vincent P C Kwan
Solicitor and Certified Public Accountant (Fellow) (Non-Practising)
Member (Formerly Chairman), FRA Committee
The Chamber of Hong Kong Listed Companies
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In Review / Past Activities SEE)ER

Chamber Voices in Consultations E5E4%

Our Chamber made submissions to various market consultations by various regulators.
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12/03/2026

Responded to HKEX
Consultation Paper on
Board Lot Framework
Enhancements in the Hong
Kong Securities Market
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27,/03/2026

Responded to The Accounting and
Financial Reporting Council (AFRC)
Consultation on the Proposed
Regulatory Framework for
Sustainability Assurance in Hong Kong
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Consultation Paper on the
Proposed Regulabory Framework for
Sustainability Assurance in Hong Keeg

Chairman’s Engagement Highlights & EEH0 =

Chairman Professor KC Chan regularly appears at public forums and events to promote the mission and work of the
Chamber, share views of the economic and market outlook and comment on market development issues.
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16/03/2026

Attended 2026 Hong Kong
Economic Summit by Metro
Finance as Keynote Speaker
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08/05/2026

Responded to HKEX
Consultation Paper on
Competitiveness Review of
Listing Framework
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03/06/2026

Attended the 1H 2026 Review
and Outlook Seminar by
Practising Governance
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24/06/2026
Attended the Hong Kong Office Opening of Member Company
Joyson Electronics

Professor Chan remarked that the presence of the company in Hong
Kong not only enriched the city’s industrial ecosystem but also injected
new momentum into the local market.
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Government and Regulators Relations E2 Y51 E5 BB V8

Our Chamber maintains regular dialogue with regulators to exchange views on market issues and promote mutual
understanding.
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24/03/2026

CHKLC Members Breakfast Meeting with Securities and Futures Commission (SFC)

SFC Representative: Ms Christina
Choi, Executive Director,
Corporate Finance Division
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24,/04,/2026

CHKLC Members Breakfast Meeting with Hong Kong Exchanges and Clearing Limited (HKEX)

HKEX Representatives: Mr Carlson Tong, Chairman; Ms Bonnie Y Chan, Chief Executive Officer; and
Ms Katherine Ng, Head of Listing
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12/06/2026
Meeting with the SFC to Discuss Contents of the Proposed Bill on Securities and Futures (Stock Market
Listing) Rules
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30/06/2026
Courtesy Visit to the Liaison Office of the Central People’s Government in the Hong Kong Special
Administrative Region

Chairman Professor KC Chan, Executive Deputy Chairman Dr Kenneth Lam, Vice Chairman Dr Maurice Ngai and Chief Executive
Officer Mike Wong visited the Liaison Office and met with Xu Weigang, Director of the Department of Economic Affairs.
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02/07/2026
2026 Policy Address Consultation Session (LegCo Financial Services Constituency]

Vice Chairman Dr Maurice Ngai attended the consultation session hosted by Mr Robert Lee, member of the Legislative
Council on the 2026 Policy Address. Dr Ngai commented on the contents of the proposed bill on Securities and Futures (Stock
Market Listing) Rules.
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13/07/2026
Hong Kong’s First Five-Year Plan and 2026 Policy Address Joint Consultation Session

Chairman Professor KC Chan and Chief Executive Officer Mike Wong attended the Consultation Session, hosted by Financial
Secretary. Professor Chan raised the idea of facilitating MPF investments into Hong Kong-listed ETFs with a view to retain
liquidity in the local market.
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ESG Certified Professional Examination (“ESGCP”) Course ESG 532:55 % A EEF1E
27,/03/2026

Hong Kong'’s First Rules-based ESG Examination “ESG Certified

Professional Examination” - The Eighth Examination I E s G C
EFBEELHRAIRERAVESGEa (ESGREEXAESM ) —
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In collaboration with the HKU School of Professional and Continuing Education: Certificate for Module (ESG Certified
Professional Examination Preparatory Programme}; commenced in May and October 2026.

(ESGEREEFXAESBH) HMEZESERKAL: - HEM University of Nottingham H#tHH
Chief Executive Officer Mike Wong attended and delivered remarks at the Launch Ceremony of ESGCP Malaysia held in
Kaula Lumpur. ESGCP Malaysia is being administered by University of Nottingham KL. \WWe are excited to collaborate with a
distinguished educational institute to train local ESG talents who would help Malaysian companies tackle ESG compliance and
reporting, helping to raise overall ESG market quality.

RS ERRHRIR SRR AV SR AELE ESG BRBAE (ESGCP Malaysia) S EENET - WEE & - FB2RkFaE ESGCP
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ESG SiRERRE » SEMIZEHEMEESGMIBME -

CHKLC Director Training Series 2026
CHKLC E5155/|5712R5! 2026

23,/04,/2026 Session 1: Directors’ Duties and Corporate Governance: Practical Insights and
Regulatory Perspectives
Speakers: Ms Roberta Chen, Partner,

Baker Mckenzie; and Mr Brian KT
Wong, Partner, Baker Mckenzie
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28/05,/2026 Session 2: Digital-asset Fraud Risks for Hong Kong Listed Companies

Speaker: Mr Pokit Lok, Principal of Value
Creation and Restructuring Services, BDO

B : &R LMARRIREEFRER
#E  UERRAEREREEREEE EREtE

25/06/2026 Session 3: Building Sustainable Governance for the Evolving Virtual Asset Landscape

Speakers: Ms Vivian Chow, Director of Risk
Advisory Services, BDO; and Mr Herman Tsui,
Principal of Risk Advisory Services, BDO

Bn=: RAEEENEREEREEIT
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Member Event & 55E5E)

15/04,/2026
First Chairman’s Lunch with Members

The first Chairman’s lunch was held to provide opportunity for members to
interact and network.

BEXRERTEE
SEERAT DRSBTS - ETA -

24-27/04/2026
Visit and Study Tour to Zhenijiu Distillery

At this three-day tour to the Zhenjiu Distillery in Kweichow, participating
members had the rare opportunity to tour the distillery facilities of the famous
Bai Jiu brand, understand the production process, taste local delicacies
and visit local tourist attractions, in the joyful company of fellow members.

%M%ﬁ%ﬁ&%%
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Spring 2026

27,/05/2026
Investor Day 2026 Jointly Organised by CHKLC and HKIRA

The Chamber organised the Investor Day 2026 jointly
with the Hong Kong Investor Relations Association.

" paEAEESEE
m..{[::_:'_.ﬁ_;_:m:“u [k ettt

The event aimed to assist smaller listed companies to CHKLC X HKIRA

raise their visibility to buy-side investors, explain their IH“ES-“]R nAY 2026

I7 MAY 2026

investment story and realise their investment value. It
attracted over 100 attendees from listed companies
and investors to participate in the dialogue.

EEREBREERRIGEHSEN 2026
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CHKLE X HKIRA i
INVESTOR DAY 2026
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23/06,/2026
HENZENEEERE/ S Y E56E - REBHEE

Zhenjiu Wine Tasing at Hong Kong Jocey Club is
another joyful occasion for members to enjoy delicate
Bai Jiu over a sumptuous meal arranged by Hong Kong
Jockey Club.

BEN2ENESEEREME TN B5E - RBHEE) -8
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30/04/2026

“Al Compliance for Listed

Companies” Seminar
rEMASAIER] EtE

Speaker: Mr Julian So, Co-
Founder and Lead Mentor,

Apex Research Collective

03/06/2026
“Unlocking Hong Kong Equities for Listed Companies” Seminar

Speaker: Mr Benny Yip,
Managing Director and Head
of Asia Pacific at DeltaBlock
MENBIRENE) TS
$2E : DeltaBlock EE
SEAEEE Benny Yip

12/06,/2026

Press Briefing on the Establishment of the Hong Kong International Capital Market Affairs Committee
The Committee aims to help companies navigate rising regulatory requirements and cope with increasingly complex market
environment. The Committee gathers investment banks, buy-side institutions, family offices, and other stakeholders to
provide systematic support across the listing cycle — from IPO preparation and compliance to capital operations and cross-
border expansion.

EBEEFEAMISEHEEE
(Hong Kong International
Capital Markets Affairs
Committee) ZE E RN IIIERS
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Spring 2026

15-18/06,/2026
Executive Deputy Chairman Dr Kenneth Lam Represented the Chamber in a Delegation of Hong Kong’s
Financial Sector Led by FSTB Secretary Christopher Hui to Hangzhou, Suzhou and Shanghai

HITEFE ERMNEEE T AREEE A EEFREFEERFEFRENEBEHERARE
MU ~ BRI B =1Eh RS ED

29/06/2026
CHKLC General Committee Members and Office Bearers 2026 Election Results

The 2026 AGM of the Chamber of Hong Kong Listed Companies was successfully held on 29 June 2026 and the election to
the General Committee 2026-2027 was also completed.

The following is the list of newly- or re-elected members to the
General Committee:

* Ms Cheng Wai Sin, Suzanne (Kerry Properties Ltd)

+ Mpr Chu Chun Ho, Kingston (ISP Holdings Ltd)

¢ Mr Lam Hau Yin, Lester [Lai Sun Development Co., Ltd)

¢ Mr Li Wai Kwan, Andy (Crystal International Group Ltd)

+ Ms Ma Yuen Wah, Winnie (Hang Lung Properties Ltd)

+ Mr Yang Shaopeng (SITC International Holdings Company Ltd)
* Ms Yuen Qi Ying, Phoebe (Sun Hung Kai & Co Ltd])

At the subsequent General Committee held, the following persons ~ Ms Daisy Yeung was also re-elected as Treasurer for
were re-elected as Vice-chairperson for another term of two years: another term of one year.

+ Mr Ho Chi Hang, Gilbert (CTF Services Ltd, Chow Tai Fook Our heartiest welcome and congratulations to new

Enterprises Ltd) General Committee members and Vice-chairpersons.
+ Dr Ngai Wai Fung, Maurice (Bosideng International Holdings Ltd] ~ \We trust that under their leadership, the Chamber will
+ Ms Yeung Daisy (Emperor Capital Group Ltd) continue to enjoy success in its work.

&8 LMATEE2026 FEEHEZEETMENIRNEEIER
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Upcoming Events RIREE]

Open For
Nomination Now

RERRRR

28/07/2026

13/08/2026

24,/09/2026

29/10/2026

19/11/2026

Nominations for the “Hong Kong Corporate Governance and ESG Excellence
Awards 2026”

Chairman of Judging Panel: Mr Tim Lui GBS, JP, Former SFC Chairman

Nominations now open to all Hong Kong listed companies to 28 August
2026. The Awards Ceremaony will be held on Friday, 11 December 2026
at the Grand Hyatt Hotel. Please visit the Awards website for more
information https://cgesgawards.chklc.org.

2026FE [FEATERHIRIR M EREQSHTEE]
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CHKLC Director Training Series 2026 (Session 4) - Financial Reporting
Pitfalls & Corporate Governance Update

Speakers: Ms Betsy Pon, Director of Technical Department, BDO; and Ms Wendy
Kam, Managing Director, Corporate Secretarial Services, Ascentium Corporate
Services [HK) Ltd

CHKLC ES155/ER127R5! 2026 (E5Tll) — MRS E REREERENRIRE
BB ERREXRKIEMNES BERET  RF|AEERE (&8 BRATRTIWSERE
RISE HEEUT

CHKLC Director Training Series 2026 (Session 5) - The Evolving Tax and
Transfer Pricing Landscape: From Compliance to Confidence

Speakers: Ms Abigail Li, Director of Tax Services, BDO; and Ms Christina Mai,
Director of Transfer Pricing, BDO

CHKLC E155I58127#31 2026 (Bjth) — EEEFNRBREREBIRIZ MES
REOEINESE

AEEUERERBIRFES RN RIUGERESRECERFES Bt

CHKLC Director Training Series 2026 (Session 6) - Annual Regulatory
Overview 2026

Speaker: Mr Sherman Yan, Managing Partner, Head of Litigation & Dispute
Resolution, ONC Lawyers

CHKLC ESE1EEIFR12R Y 2026 (B8yT7Y) — LB B IRHIEEIZETHIE
EE NORESHBIAETESBA  FFEARARSZRIPIEE ENIEEED

Please watch out for further information on the above events from the Chamber. For enquiry, please contact the Chamber’s
Secretariat (Tel: (852) 2970 0886-7 / Email: info@chklc.org).
BRDIEENZHE - FREAELAMNER - EE - BEASTW BRI (855 : (852) 2970 0886-7 / &BH : info@chklc.org)
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