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Chairperson’s Message & 2=

Dear Members

| hope you are coping the sweltering heat
well. Yet, the heatwave in Europe is even
more intense, causing wildfires and human
casualties. This makes us reflect more on the

consequence of erratic weather caused by
Climate Change. While we all should beware

responsibilities are imminent.

of the negative climate change effects on
our daily life, for listed issuers, the additional

HKEX is looking at further revising its ESG Reporting Guide with a
view to align it with the latest international ESG reporting standards
being finalized by the International Sustainability Standards Board
(ISSB), which integrates a number of existing standards and
frameworks. While it will provide more consistency and comparability
to ESG reporting, the ISSB standards itself is highly complex,
including meticulous assessment of financial impact from climate
change risks. This is a tall order for many issuers, and the expertise
to handle the requirements is not readily available in the market.
We have done a few rounds of communication with HKEX and
recommended that a longer lead time, more education and training
are needed to get issuers even reasonably prepared. It is our view
that rushing through such new and complex standards would only
compromise reporting quality and is counterproductive.

No doubt the whole subject of Climate Change and ESG is gaining
prominence as a corporate agenda. To help members get fully
prepared, we are organising the 2022 “Forum of ESG and Green
Finance Opportunities” in October, with a focus on Climate
Change no less. We are once again honoured to have the Financial
Secretary to join us and share the Government's vision and policies
for achieving a low carbon society and becoming a regional Green
Finance hub. We are inviting speakers from authoritative international
organisations such as the Secretariat of United Nations Framework
Convention on Climate Change (UNFCCC) and Asian Infrastructure
Investment Bank to talk about climate actions around the world and
sustainable development in the region. Our Secretariat will send out
the flyer of the Forum later for your registration.

We continue to engage the market on our proposition of the Tech
Board. Our conviction about the opportunities this will bring to Hong
Kong was further affirmed when President Xi Jinping said in Hong
Kong during his recent visit that our city has distinct roles to play in
China’s future growth: to become an international tech hub and an
international financial centre. Our proposed Tech Board precisely
serves these two roles at the same time. It plays to Hong Kong's
strengths in capital formation to provide for the funding needs of
deep tech companies from both the mainland and Hong Kong.
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While China has long declared its intention to be self-reliant in key
tech areas, the US Senate recently passed an US$280 billion bill
aimed at supporting America’s manufacturing and technological
edge, targeting scientific research and innovations, especially in
artificial intelligence, robotics and quantum computing. These
happen to be the exact same core tech industries that mainland
China is developing and what our Tech Board sets out to cater for.
Amidst the intensifying geopolitical rivalry, our proposed Tech Board
can contribute to the growth of these industries in the mainland and
strengthen our country’s competitiveness in the big technology race.
We will continue to pursue this idea with the HKEX and regulators
and engage other market and professional organisations, particularly
about the optimal set up and listing requirements of the Tech Board
that would achieve the most desirable outcome. If you have any

thoughts about this, | would love to hear them.

Yours sincerely

Catherine Leung
Chairperson
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Editor’s Column #REERVEE

As Hong Kong continues to explore ways to maintain its competitive
edge as an international financial centre, our Cover Story reports on
a recent seminar organised by the Chamber of Hong Kong Listed
Companies (CHKLC), where participants agreed the time is ripe to
introduce a Nasdag-style board with listing requirements different from
the HKEX Main Board. The aim of establishing a Nasdag-style bourse
would be to create a regime to accommodate technology companies
that caters to their growth characteristics with listing requirements not
on profits as with the Main Board but revenues. Beyond benefiting the
local stock market through attracting more tech companies from Hong
Kong and the Mainland, a welcoming fundraising environment could
also encourage more tech companies to set up offices in Hong Kong
and conduct R&D activities in the city or Greater Bay Area (GBA) - both
of which would also create more job opportunities.

Launched by the HKEX to provide more information to investors and
other stakeholders, in our FRA Column, regular contributor Vincent P C
Kwan delves into the Board Diversity & Inclusion in Focus depository,
which aims to enable relevant stakeholders to stay informed of
businesses’ policy and approach to good governance and board
diversity of all listed companies.

In our Talking Points column, Catharine Wong, Managing Director,
Head of Share Registry and Issuer Services Tricor Hong Kong, explores
the increasing use of nominee names under the listed companies
(ListCos) holdings structure. Given that knowing the shareholder
base is one of the most important tools to conduct effective investor
relations, proxy solicitation and/or governance campaigns, Wong
makes the case for companies of all sizes to maintain a high degree of
corporate governance, especially regarding the transparency of their
shareholding structure.

With extreme weather events an increasingly prominent topic for
concern, our Corporate Tips column in this edition of Momentum takes
a close look at the growing list of climate change regulatory obligations
corporates listed in Hong Kong are required to integrate into their
corporate governance and risk management strategies.

Is it or isn’t it? In our Economic Insights column, Jeffrey Frankel,
Professor of Capital Formation and Growth at Harvard University raises
the question “Is the US in Recession”? Taking the view that even if the
US has slipped into recession, and the associated market reactions this
would trigger, Frankel explains why the reality is more complicated
than it seems.

As a leading water infrastructure and environmental services provider
in Mainland China, in our Member in the Spotlight feature, Francis
Li, Executive Director and Vice President of Beijing Enterprises Water
Group (BEWG) explains how the company is committed to sustainable
water resources development and management by adopting
systematic approaches and smart technologies.

Yours sincerely,

Chris Davis
Editor
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eld in June, participants representing the investment

banking, venture capital and tech sector discussed how to
leverage the Hong Kong exchange to create a more effective
platform for tech firms looking to raise capital so they can grow
sustainably. The overall consensus was that more tech ventures
could be attracted to the Hong Kong exchange if it offered more
flexible listing rules, which in turn would help to strengthen the
city’s role as Asia’s innovation hub and international financial
centre.

CHKLC Chairperson, Catherine Leung, reiterated the chamber's
advocacy for Hong Kong to establish a Nasdag-style tech listing
mechanism. She said the global economy is driven by new
fundamental innovations, but the capital structure and operational
model of tech ventures are different from traditional industries.
Leung explained that, due to these differences, they should not
be subjected to the same listing requirements as traditional firms.
Enterprise software, for example, is one of the most important
segments of the B2B software market. “The Chinese enterprise
software market is growing at a rapid rate,” Leung noted, adding
the annual revenue of a sizeable enterprise software provider could
reach more than RMB200 million. However, Leung pointed out
that companies need to invest a lot in research and development
to optimise their products and services. “Growing ventures may
not make a profit in the first few years but they certainly have good
business prospects and a customer base that is growing,” she said.

Leung also proposed the Hong Kong listing regime accept revenue
as a listing criterion instead of only profit, a concept that is in line
with international practices. “Technological advancement is an
important growth economic growth driver,” she said, citing how
Shanghai has been on a roll, particularly with the Shanghai Sci-Tech
Innovation Board (STAR Market) attracting a substantial number of
investors. However, Leung also pointed out that opportunities may
not necessarily be limited to one city. “This is the watershed moment
for Hong Kong,"” she said, we cannot afford to ignore the trends
that are happening around us. We need to make strides forward to
remain relevant.
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Referring to the dotcom bubble bursting in 2000,
Leung said Hong Kong's tech industry stagnated for
about ten years. Meanwhile, she said other regions
made significant progress during this period while

Hong Kong missed an opportunity by not taking unication 18 8§

advantage of the entrepreneurial spirit and creativity
that could have been harnessed in the city. Leung

derstanding M3 782

also made reference to the first half of 2022, when rate Governance R/ S

the total amount of capital raised through the Hong

Kong Stock Exchange dropped out of the top five nities 7 119

global exchanges to ninth place on the rankings.
Meanwhile, the Shanghai Stock Exchange and the
Shenzhen Stock Exchange moved into the top
two placings, with the Shanghai Stock Exchange
claiming the number-one IPO destination with
fundraising figures that far exceeded other Exchanges.

Leung did not shy away from expressing her surprise
at the HKEX being overtaken by others so quickly,
especially when taking into account the many years the HKEX has
been the preferred IPO listing destination for Mainland enterprises.
“HKEX must keep pace with time and grasp the opportunities as
they arise,” Leung cautioned.

She also suggested the HKEX could discuss requirements with high-
potential tech companies eyeing a Hong Kong listing so they are
able to study how listing rules could be amended to allow pre-
profit tech firms to list. After listing, if their trading volumes and
performances remain healthy, Leung believes they would set an
example for other potential pre-profit listing candidates.

“This is the watershed moment for Hong Kong.
We cannot afford to ignore the trends that are
happening around us. We need to make strides
forward to remain relevant.”
Catherine Leung, Chairperson of the Chamber of
Hong Kong Listed Companies 1)

PABIRISRI D KRR
ERMREM - FHE -
FUETIHEE -
BEAKTBRIYE - |
ESLTATEEIRAREAL o,

ERPEROER  RRERT » SR TEFRBIIE
FEFSFDBENRRATLE - NEEEZAVEMER
B - IRMESSIBRMBHIER - MBERUEEER
H3=6l - IEHEREA—EEE DR - RENE
A EBEENEERRAG QT ER L BRESEBS
200% - R T8 » ZEEANZHEARENAT LM
B EREAIEETFREEBNSS -

MmMIRE > MREERBEYBUARZETREEHN
B MEBENFEEEL > TA2HEERENTEE
RERITHBEEFEANERTSBAIBIIATLIF » BXDM
BIRRIIERE  REBNRSESE  BIIMEBHIT%
BT SR REBRARKZEITSE

The Financial Secretary said in the 2022-23 Budget that given
that sizeable tech companies engaged in advanced technologies
need a substantial amount of capital to carry out R&D activities,
they may not have the required level of profit to allow them to
qualify them for a local listing.

To meet the financing needs of these tech firms, the SFC and
HKEX are reviewing the listing rules of the main board, specially
looking at how the Listing Rules can be amended to meet their
financing needs while addressing risks.
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While the return of “Chinese concept stocks” would
undoubtedly help to expand Hong Kong's tech
ecosystem, Leung believes it is equally important to
seize opportunities to attract more high-growth firms.
A standout segment that fits this category is companies
operating in Mainland China’s enterprise software sector.
“There are a lot of opportunities for these companies
to go public in Hong Kong if local listing rules shift in
their favour,” she said. Hong Kong regulators could use
US tech IPOs as a reference point to guide how Hong
Kong's listing regime can be optimised, including filing
requirements and valuation methods.

Leung also highlighted the importance of investor
education, especially at the early stage of the
development of new investment products. She suggested
that investment banks assist companies with the
preliminary work of capital raising activities. At the same
time analysts could compile market and company reports
so that institutional and retail investors can make informed decisions
to meet their risk and return expectations.

The Importance of an Easy Exit for Private Equity
Speaking at the seminar, Lap Man, co-founder and managing partner

of Beyond Ventures, said that at a certain point, it is impossible to
rely solely on the primary capital market and private equity investors
since this leads to a strain on the market's support for emerging tech
companies. Building a tech ecosystem that includes VC capital as well
as public markets can help cultivate many more successful companies,
he suggested. “If tech ventures can tap the secondary market as
soon as possible and early investors can exit in due course, VC firms
can have their capital freed up and re-injected into other portfolio
companies, rather than sit on one for a long period of time.”

“Building a tech ecosystem that includes VC
capital as well as public markets can help
cultivate many more successful companies.”
Lap Man, Co-founder and
Managing Partner of Beyond Ventures 59y

At present, a candidate’s listing application
will be accepted only if its profit in the
preceding three years is HK$80 million and
the company has a market value of at least
HK$500 million. Lap Man believes that
such profitability requirements are difficult
for tech companies to meet since they are
committed to investing a high percentage
of their resources in R&D. Therefore, he
proposes a pilot scheme that would see
the HKEX relax the threshold for certain
types of businesses such as enterprise
software, artificial intelligence and
robotics.
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Support for Change

David Lau, co-head of China investment
banking coverage at JPMorgan, added
that many of today’s unicorns initially
relied on private equity investment.
However, it took most of them ten years
to go public and stand on their feet,
which hindered the cash flow of their
early-stage investors. He believes that
the speed in which tech companies are
able to go public should be increased.

e

“The establishment of a
Nasdag-style tech board in Hong
Kong can complement mainland

exchanges, such as Shanghai’s STAR
market, and complement Chinese
enterprises’ capital raising efforts.”
David Lau, Co-head of China
Investment Banking Coverage at
JPMorgan b

Many Chinese tech companies originally planned to list on the US
market, but the current political climate has made it more difficult for
them to do so. They have also failed to meet the listing requirements of
Hong Kong, which has put them in a quandary, according to Lau who
believes that by introducing a new chapter to or amending an existing
Listing Rules will open a new pathway to the Hong Kong capital market
for tech companies that are currently unable to report a profit.

Lau agrees with the proposal to establish a Nasdag-style tech board
for Hong Kong. He cites the success of Shanghai's Sci-Tech Innovation
Board (STAR Market) as an example of how Hong Kong policymakers
can establish a new tech board to complement Chinese enterprises'
capital raising efforts.

Citing the bank’s own research data, Crystal Zhu, co-head of China
TMT investment banking at JPMorgan, said the US recorded 49
enterprise software IPOs in 2021, raising capital of about US$26 billion,

“While it’s only been a few short years since
the beginning of the digital economy and
advancements in biotech, it’s time to reform the
listing regime so that it can keep up with the
changes brought about by the new economy.”
Crystal Zhu, Co-head of China TMT
Investment Banking at JPMorgan 5y
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accounting for half of the entire technology, media, and telecom (TMT)
sector. The figure is also larger than the amount of capital raised by
biotechs firms during the same period. “While it's only been a few short
years since the beginning of the digital economy and advancements in
biotech, it's time to reform the listing regime so that it can keep up with
the changes brought about by the new economy,” she said.

Geopolitical Risks Strengthen Hong Kong’s Advantages
Esther Wong, managing director of strategic investment at Al

software company SenseTime, recalled that the company’s IPO
was conducted at very challenging circumstances, but, in the end,
SenseTime made it onto the Hong Kong Stock Exchange. “The
company’s successful IPO reflects how important the Hong Kong
capital market is to Chinese tech companies,” she said. Wong hopes
that more companies like SenseTime will go public in Hong Kong. “In
the future, this could benefit investors, companies, and the economy
as a whole,” said Wong.

“From our listing experience, opportunities
will always be here in Hong Kong for
promising companies to raise capital.”
Esther Wong, Managing Director of Strategic
Investment at SenseTime 1)

Earlier this year, the CHKLC sent a letter to the Financial Secretary,
the Securities and Futures Commission (SFC), HKEX and other
relevant organisations, advocating for expanding the listing regime
to facilitate the listing of innovative tech companies from Hong Kong
and the Mainland.

This initiative would help China to pursue technological
advancements on its own, as well as strengthen Hong Kong'’s
position as a global hub for capital raising activities. The initiative
would also help to make the Hong Kong capital market deeper
and broader. In particular, emerging Chinese enterprise software
companies have significant funding potential which could help the
Hong Kong IPO market expand. This would open up a new world for
investors and expand business talent in the city.

It is worth noting that, in recent years the Hong Kong government has
made substantial efforts to turn Hong Kong into a tech hub. The Hong
Kong Science Park and Cyberport have successfully incubated fast-growing
tech companies, including several unicorns. With the right regulatory
environment, Hong Kong'’s capital market provides a sustainable
capital pool for tech ventures to access funding and scale up.

Jimmy Chow
Journalist
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Now Accepting Nominations

Winners of the Awards are the finest examples of corporations who steadfastly uphold corporate
governance and ESG. They have gained trust and confidence of shareholders and stakeholders,
demonstrated exceptional qualities to rise above market challenges, and achieved continual growth

and excellent business performance.

BEEHRzEXEREIARBAENH AT TSRAN HERES  WRREREHHDENMER - TR

TISEERR - FRER - GEER-
Is your company up to the challenge

to be the next winner? A es 22— ENHEEE"

Award Categories

Mominations are invited from companies listed on the Stock Exchange
of Hong Kong that demonstrate excellence in two &ward Categories:

I. Excellence in Corporate Governance
Il. Excellence in ESG

Under the respective award category, candidate companies will enter

for sub-groups as below :

1. Hang Seng Index Constituent Companies

2. Hang Seng Composite Index Constituent Companies

3. Hang 5eng China (Hong Kong-listed) 100 Index Constituent
Companies

4. Weighted Voting Rights and Pre-profit Biotech companies
(Listed under HKEX Main Board Listing Rule 84 and Chapter 184,
respectively)

5. Others & GEM Companies

6. Newly-listed Companies
(companies listed within 3 years before the year of award nomination and
having published at least two annual reports; companies listed for no
more than three years on the Stock Exchange of Hong Kong shall enter
for the Newdy-listed Companies category.)

Note: Each company can be nominated for andy one sub-groug

Companies can choose to enter for one of the sub-groups 1-6 for
either the “Award of Excellence in Corporate Governance” or
"Award of Excellence in ESG”, or Both, Assessment will be done on
the candidate companies’ performance and achievements in
Corporate Governance and ESG, respectively, in accordance with
their nomination.

Special prizes or honourable mentions may also be awarded
to honour those companies that have demonstrated exceptional
commitment and achievernent in a particular area of corporate
governance or ESG as stated in the "Criteria and Selection Process”
section of the Awards website “cgesgawards.chklc.org”.

Don't miss this opportunity to showcase your success, gain market
recognition and be the next winner of the prestigious Hong Kong
Corporate Governance and ESG Excellence Awards.

MNominations are open now till 31 August 2022 (Wednesday).
Results will be announced on 13 December 2022 (Tuesday).

For further details and to download the entry and nomination farms,
please visit cgesgawards.chklc.org
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Catharine Wong

Managing Director

Head of Share Registry and Issuer Services
Tricor Hong Kong
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Transparency in Shareholding Structure in

Hong Kong: Path Ahead
SRIEREIZERE

Structure and Framework for Securities Holding System
Globally when it comes to shareholding structures, shares are

typically held either in the name of the investor or through a
nominee. If the shares are registered directly in the investor’s
name on the Register of Members maintained by the company’s
share registrar, the investor will be the legal owner with respect
to those shares. On the other hand, if the shares are held
through a nominee (such as brokerage account or bank, or other
trust), the nominee becomes the legal owner of the shares. In
this instance, the investor will be considered as the beneficial
owner and will have contractual rights to receive dividend
payments and information from the company via the nominee
only.

In Hong Kong, we have seen increasing use of nominee names
under the ListCos holdings, with current figures from the HKEX's Fact
Book' showing that over 65% of the market value of locally listed
companies is held under the name of HKSCC Nominees Limited
(HKSCCN). In some instances, this structure is even more acute, with
ListCos having 99% of the holdings with HKSCCN as their largest
single shareholder.

Main Purposes and Regulations Concerning Shareholder
Ownership Structures -Transparency, Communications
and Shareholders’ Rights

Being Asia’s leading international financial centre, it is vital for Hong
Kong to have a robust and transparent shareholding structure for
ListCos, particularly since this is an important element for efficient
investor communication and good corporate governance.
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One of the main concerns in relation to the use of nominee accounts
for issuers is to identify or track the beneficial owners of ListCos for
handling their own investor relationship and distributing shareholder
communication. There have been concerns that the extent of
nominee holdings in the current market is causing significant
challenges to “shareholder visibility” and issuers always need to take
a long time and high costs to trace their own investors, particularly if
there are layers of intermediaries’ holdings involved.

This can be well illustrated in cases when obtaining shareholder
information of ultimate shareholders is for proxy solicitations,
business transactions or corporate actions, or most crucially, if a
company is in danger of a hostile takeover. The frequency of listed
corporations’ requests to identify the ultimate beneficial owners of a
corporation’s shares held by intermediaries varies and can be done
on an ad-hoc basis for a particular event or a regular basis — monthly,
quarterly, semi-annually or yearly.

The other concern about the use of nominee pertains to the direct
link between the beneficial shareholder (i.e. investors) and issuer
being absent in a nominee account system with the shares registered
in the nominee holder’s name only (i.e. HKSCCN only in Hong Kong)
rather than the actual beneficial owners. The intermediary’s failure to
pass on communications to the beneficial owners would deprive them
of their shareholder rights. This may cause issues when the ultimate
investor does not automatically receive communications from the
companies in which they have invested. In some cases where the
right of the ultimate investor to attend and vote at AGMs is subject
to facilitation (and maybe at a cost) by the nominee. This would
significantly affect not only their ability to vote, but also their ability to
exercise their wider governance and stewardship responsibilities.
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How Effective is the Current System for Investor

Identification?
Section 329 of the Securities and Futures Ordinance (Cap. 571)

(SFO) concerns the power of listed corporations to investigate the
ownership of interests in their voting shares. Under the ordinance,
companies can request beneficiary information from the chain of
market intermediaries such as banks, custodians and brokers to
compel disclosure of interests. The issuer or its appointed agent
sends sets of notice to layers of intermediaries, tracing ownership
to the ultimate beneficial owner, by requiring each party in the
ownership chain to provide the identity of their direct client on
whose behalf they hold their interest in the shares. The relevant SFO
also requires the listed corporations to notify the Stock Exchange of
Hong Kong (“SEHK") and the Securities and Futures Commission
("SFC") and publish announcements concerning the findings of the
investigation conducted pursuant to Section 329 of the SFO.

There are many challenges with this current setup. Section 329
notifications are often served manually through letters or emails
without standardised templates across the ownership chain, while
there is a huge variance in terms of
response time for each party receiving
the notice. While some may receive
the response within a short period,
such requests have been known to
drag out for weeks or even longer.

Although the “nominee structure” may
work to lower the trading costs, it can
negatively impact ultimate investors
and issuers. This has an adverse effect
on corporate governance actions
requiring active communication and
participation between listed issuers
and investors. Beyond the issue of
transparency, such structures seriously
impact issuers’ statutory rights to
cultivate investor relations swiftly and
effectively.

Furthermore, in the recent past, there
has been a rising trend of investor
activism in the city. Often, investor
activism is used to influence the
running of the company, while on
occasions it can also be deployed
to push for changes in the senior
management. This type of activity
can sometimes go hand in hand with
hostile takeovers. The use of nominee
structure can lead to opacity in
activist investor holdings and provide
challenges to the management in
actively monitoring threats of hostile
takeovers.
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Solutions and Best Practices to Enhance Transparency -
Shareholder Identification and Information Flow to
Shareholder

Despite the challenges the nominee structure poses for transparency,
solutions do exist. There are viable alternatives to address
transparency concerns arising from current holding structures that
will ultimately enhance shareholder transparency as well as increase
legal certainty for both issuer and shareholder rights.

With the upcoming scripless initiatives, it is now a good time to
review the current market infrastructure. While we understand there
is a genuine market demand or preference from some investors for
using nominee holding structure, we believe there should be checks
and balances in place to reinvigorate the concept of direct share
ownership. Thereby restoring and strengthening the active link that
previously existed between the issuers and shareholders.

An important tool to foster greater transparency is an increased
amount of and more effective shareholder communication. This
will enable corporates to know their shareholders better with the
respective concerns and challenges they have - thereby allowing
ListCo boards to comprehend their market positions and fine-tune
their strategies. Moreover, improved communications with investors
and other relevant stakeholders can result in higher shareholder
engagement and more transparency. Such measures can also build
goodwill amongst shareholders which can thwart threats from activist
investors and hostile takeovers.

When it comes to improving shareholder information disclosure,
solutions need to be developed both through policy changes
and through company best practices. In a fast-paced business
environment like Hong Kong, corporations need to have the
information requests met in a timely manner. With the current
statutory provisions being insufficient to enable a listed company
to obtain its ultimate shareholders’ information swiftly from
intermediaries at a reasonable cost, it is worth considering an
amendment of section 329 of the SFO to ensure immediate and
timely compliance, barring compelling reasons to the contrary. This
will enable corporations to obtain the sought details on shareholder
identity in a prompt fashion. In addition to the above, it is highly
recommended that ListCos empower their shareholders by giving
them better access to collective redress mechanisms.

Despite the current challenges with the city’s current shareholding
structures, the practical solutions listed above can help ListCos
overcome transparency worries stemming from holding structures
and protect the city's status as a reputed International Finance
Centre. If done right, these solutions can boost shareholder
transparency, improve investor and issuers’ rights, and bolster overall
corporate governance in the city.
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he globe is moving towards a low- to zero-carbon emission

economy in coming 20-30 years driven by an extremely dynamic,
diverse and uncertain issue, namely climate change. In recent years,
international regulators such as IFRS, IOSCO, ISSB, US SEC and the
EU have been introducing climate-related disclosure requirements
for the business sectors to follow and be more resilient and conscious
about climate-related physical and transition risks. Similarly, SFC,
HKMA and HKEx in Hong Kong require corporates to integrate
climate change into corporate governance and risk management
(refer to summary table). A company is also expected to manage
longer term impact that extend beyond a typical business planning
cycle, on organisation strategy and future business model.
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Recent Development in Climate Change Governance and Risk Management

(Last 12 months)

RIEREECREREENVETNER (BX12ER)

Hong Kong
&8

on the Management and Disclosure of
Climate-related Risk by Fund Managers
in August 2021
EEZR2021F8HEMBRAERSICIES
BRI BE R AR R SR AV EEIARAE

¢ HKEx Exchange published Corporate
Governance and ESG (Climate

Guide for Business in December 2021
BRPTR2021F 128 IR EXERLURIT
B HERER (RIZERKE) B3R
EXRPERMERIESI

¢+ HKMA issued the Supervisory Policy

December 2021

EREERRTM

Worldwide - Up to First Half 2022
IR — HE2022F T

¢ SFC issued Consultation Conclusion ¢ International Organisation of Securities Commissions (IOSCO)
said independent assurance of the quality of corporate reporting
was a key element of building trust in sustainability disclosures
and the development of assurance standards for corporate
disclosures will be a focus of 2022

BISEESHEERT  HEXRSERTNBIUREBEEIHESR
BNEDEIDEEENRRERESR - fIF] EXRKBENEEERERE
2022 FHY T IFEEER

Disclosures) Guidance and Net-Zero  + |SSB released exposure drafts on first two IFRS Sustainability

Disclosure Standards

BIfR O g s R IR S 2 S MR R IR B PR 75 i = 28T

FHEREENEKERR

¢ European Commission confirmed the Carbon Border Adjustment
Mechanism, which will tax carbon-intensive imports

Manual on Climate Risk Management in BEZETEROSIR AR HIRBEILEERER

LEBR2021F12EBIMBARIZRARE  + US SEC proposed rules for climate disclosure
B ESIEERIBRERR

Climate risks not only lead to risks but also opportunities. The Board,
being the governing body of a corporate, should act swiftly to cope
with the challenges ahead in order to become a “Climate Resilient”
corporate. This article highlights some suggested actions to be taken
by the Board on climate governance and risk management.

As a starting point to become a Climate Resilient corporate, the
Board should

+ establish a climate governance structure to manage its responses
to climate-related risks and opportunities including setting

RIREEEFRER - MBEEHES - ESSFREE

RERHE » BORRITE » BEREE  3TE
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¢ AEEFENNRURBRBCEAXIL - ERISR
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direction, making
policy and strategy
decision, overseeing and
monitoring organizational
performance, and
ensuring overall
accountability

¢+ establish a climate
change awareness
culture within the board
and ensure that climate
change is on the board
agenda for assessing
and monitoring climate
change performance
regularly

* consider and evaluate
a range of material
sustainability-related issues including climate risk and ensure the FRILPIANESEEE - ERFEREIREE
accessibility to necessary information and expertise {BaRIR

+ understand how these material issues may affect the company’s ¢ BRERFH-RINEIFEMTHENER™RZE
overall risk profile (BiERERR) - LERENESLEENR

+ determine the metrics (goals and objectives) for monitoring EESNIE
performance ¢ JTEROLSABENUZEATNNEERER
+ establish controls and policies to safeguard the interest of the o EEEARRENEE (BERRED)
company and provide assurance to its stakeholders on climate- o BUSEAERISR - REQING » WEFRFHD
related data and information for disclosure purpose EFRERREHEIERERIRHET

+ establish designated board committee. Such committee should ¢ RIEENESEHER - ZZEZEEEHRER
be charged to lead and steer climate-related management over EERIEEREEREN BB EELUR B @B
risks and opportunities and across the organisation RIFERELIFER

Examples of Climate Goals and Objectives:

Examples of Board’s Mandate on Climate:
KRIEEFERERTH

EFEERBRSENEETH :

commitment by year 20XX
BGEE 20XX FIRID W AL B IRPEHIY

Grasp the opportunities brought about by the
climate change

IEEREEREHRAVHGE

Address stakeholders’ concern

A DERERERE

Be a purpose-driven business that helps combat
climate change and make impact for good via its
business platform
M= EERENES - BEXEBTFaEIEHREE
bl BRIS & &

¢ Commit to reduction and ultimately net-zero * Develop the company’s climate strategy and

oversee the management of climate-related issues
FIEI A B RERE I EERIEEREENEE

Establish mechanisms to be informed of climate-
related issues

B S BRI MERA R RE AR

Monitor and review of metrics, targets and
action plan

EAREERER - BERIIEEE

Designate responsible individual(s)/committee(s) for
the assessment and management of climate-related
issues at operation level

IEFEBEEAN/ BEEEE  AEEEEI GREER
{=MERARDE
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Once a governance structure has been set up, the next focus area
is to maintain governance oversight and accountability on climate
issue. The Board should

integrate climate change into part of their accountability for the
long-term stewardship of the organisation

incorporate climate change into business strategy, business
objectives and enterprise risk management framework for effective
oversight

ensure the best available information on climate-related risks and
opportunities for decision making

be informed, strategically and closely aligned with company’s
business model and operations to create long-term value

As climate change is a broad and ever evolving subject, having
sufficient knowledge on this area is crucial to facilitate decision
making. The Board should

*

Equip with a robust awareness and understanding how climate
change may affect company (e.g. receive regular training and
brainstorming discussion on climate change’s impact on business)
Seek advices from external expert with relevant knowledge, skills,
experience and background on climate issues

Consider and discuss board diversity and competence on climate
change during nomination committee meeting

Enable informed and constructive debate before decision-making
on climate issues

Devise succession planning of directors to ensure consistent
strategic and long-term climate resilience

BUBARER  BETRNEHHENERFYHRERD

BEONEERHE - EF2E

¢« BRIEBEMAEEERAEENEBES
¢ BREZCMAEZEZRE  EFEEREFERR

iy

EAEZRM - LUEITTENEE

¢ ERFRAREHREHREERBERIENRD
FER

EEEH > aRB LEBRERTNEREAR
2B BIEREERE

RIFBEE—EEZERZSENEE » D T BEZ
ROHFLRREHNER - EFZE

o FOBEANTBRIRBCIUEHATELNTE
(BUal > FLRIEEM T R B 2 E RS

TERTERE)

+  DEBRIZEEREAE - K6 ERRESH
NEAEREKER

¢ ERRZESEFRLESRIMEFINZTILC
KELRERIEE TS EAVEES]

¢ EREFURIEREERREGE IO ERILER
Edes: O

¢ HIFTEERIEE  BRERRE-HRRER
fRIEE]

Ways to Enhance Board’s Competence on Climate Risk Management

RASESERFEKEEERDEE

Recruit new directors with relevant sustainability expertise onto corporate boards

A BRI FEREERENTES EAEXESE

Incorporate material sustainability expertise into board skills matrix when recruiting potential candidates

ERSEEREAR - KREBNIHERESEXIHINAEZS S RAERERE

Find directors that can make the connections between environmental and social issues and the business context

SHENRREN SR EERRIZMBERNES

Identify directors who represent key stakeholder groups relevant to a company’s sustainability impacts

SERNREQTIFEERTZEEENEIZERDEHENES

Recruit candidates representing a diversity of backgrounds and skills to improve decision-making

BEEETEESANRENREA » IERR

Consider including climate-related targets and indicators in the executive incentive schemes, where appropriate,
and extend variable incentives to non-executive directors, to promote the long-term prosperity of the company

ZRHEREEREEREENBNASENREE T EHEIEREEBEBAZIFNTES - U LIRESD

BE
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Requirements on climate disclosure is ever-increasing. The
publication of HKEx's new “Guidance on Climate Disclosure” (see
summary table below) is a starting point for listed companies in
Hong Kong to enhance climate-related disclosure. In addition to
committing the default net zero target by 2050 / 2060, the Board
should keep abreast of international trend for more comprehensive
and transparent disclosure including:

¢+ Commit to UN Race-to-Zero
Commit to consume over 50% of energy from renewables sources
Integrate energy target into business operations, e.g. increase X%
of productivity from every unit of energy consumed
Commit to green or renewable project investment
Commit to significantly reduce Scope 3 emission by 20XX

¢ Commit to lobbying or influencing stakeholders in the supply
chain to be more sustainable

* Voluntary adoption of TCFD reporting, Carbon Disclosure Project,
Climate Disclosure Standards Board framework

¥j%1 RENERTEIRS - BRI (RIRE
BIREEESD (%TK?@EE‘%) EEBLMATRER
(RAERAIE RIREERVAERE - BREGEER 2050/2060 TF3ZEIRE
ERVPEHINERS - EFTREZIEEIZBE - Ei7
SEEAZRRIRE » 825 ¢

s EESIIMSRSHIGE

¢ EGEBB50% AR RE T B LR

o SEEREIEMAEREEE » fINSEIERENE
EJRE X%

¢ EEETIRENUBLEEREERRE

o EGEEI20XX FAIRBIDERE 3AVEEN

¢ EEBERJEFEMHERONNE  BFERES
OB

+ BREREMNRIZEEEBERKRELF/NMARS
i EIEE « RIRKEEAIESEZIES

HKEXx “Guidance on Climate Disclosure” November 2021:

ABRATIR2021F11BHIRH (RIXERIKRERES)

Key Components
FERE
* Prioritisation of climate-related risks and opportunities

YR (EAERA RIS BRE T E THE

with climate-related risks and their impacts on value chain

* Determination of climate performance metrics

fEERIRRITIER

¢ Formulation climate-related action plan

HIFTRIEAERI T E)ETE]

¢ Carrying out Climate scenario analysis to understand the relationship

EITRIERBRON » T EREREEREERIRRR A EER

HKEX November 2021

ERXBFH

Guidance on Climate Disclosures

Finally, it is worth noting that Hong Kong's Green and Sustainable
Finance Cross-Agency Steering Group has announced plans for
mandatory TCFD-aligned climate-related disclosures by 2025. The
Board should be ready and feel confident that sufficient resources
are in place to address material climate-related risks and develop a
roadmap for complying with TCFD disclosures.

Ricky Cheng

Director and Head of Risk Advisory
BDO in Hong Kong
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n July 28, the United States Bureau of Economic Analysis (BEA)

will release its advance estimate of second-quarter GDP growth.
The impending announcement has observers on the edge of their
seats, with many expecting it to confirm that the US economy slid
into recession in the first half of 2022. But even if the announcement
seems to say that, the reality is more complicated.

The recession prediction is based on two assumptions: first-quarter
growth was negative, and a recession is defined as two consecutive
quarters of negative growth. As a result, if second-quarter growth is
estimated to have been negative, the stock and bond markets could
react by rising in the very short run. A recession might lead investors
to believe that the US Federal Reserve will ease up on its aggressive
interest-rate hikes.

280 » E=EEEDHE (United States Bureau

of Economic Analysis) 215 HE " Z=EGDPIY
RIEsT - EREAS—EBEZEXRFIRNGE > HRFFS
FEETEREEERISET2022E L FBARER - B
BIfE RSN T REER - IREAERER -

REFEAERMERS : F—ZERIBRF/EE  MRE
NEESEEMESELREIER - AILNRE_SE
FIBRIESIRE  BERENESDEUESTRER
EAUERFREE - ARRRIEESREEHREE
Bl R EEE S NEEER ISR -

BEBEEGTE=EEARE - Bt - $_SEIERKH
OIERIES  NOJREREH - AR R
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But there are three major flaws to this reasoning. First, growth is as
likely to have been positive as negative in the second quarter. Yes,
the Atlanta Fed’s GDPNow model estimates a second-quarter annual
growth rate of -1.5%, based on data available through July 15.
Nonetheless, some economists — including me — would argue that
growth was more likely positive in the second quarter.

Even if the BEA estimate is negative, however, it does not necessarily
mean that the US has entered a recession. That is because — and this
is the second flaw — a US recession is not defined as two consecutive
quarters of negative growth.

True, the two-consecutive-quarters rule is used to determine whether
most advanced economies — particularly in Europe — are in recession.
But it is not the main criterion in all countries. It certainly is not in
the US, where the Business Cycle Dating Committee of the National
Bureau of Economic Research makes that call, based on a variety
of indicators — a role that the BEA officially recognizes. (It is worth
noting that institutions that are private nonprofits, like the NBER, also
produce other important economic indicators, such as the consumer
confidence index and the purchasing managers’ index.)

The NBER's approach arguably produces more accurate assessments
than the simplistic two-consecutive-quarter rule. This was
demonstrated, for example, by the recession of 2001, an episode
that would fail the two-quarter test, because GDP growth was
negative in the first and third quarters of that year, but positive in the
second quarter. But if one looks at a variety of indicators — especially
employment — it is clear that there was indeed a recession. The
NBER recognized that.
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It is still natural to view output growth as the most important
indicator of a recession. But even if one operated according to that
two-consecutive-quarter rule, there is a third flaw in the assumption
that the US entered a recession in the first half of 2022: contrary to
popular belief, first-quarter growth was not necessarily negative.

There are two ways to measure output. The one that gets all the attention
in the US is GDP, which is measured on the product side - that is, by
adding up the sectors in which goods and services are sold. Using that
measure, annual US GDP growth was negative in the first quarter, at -1.6%.

But growth can also be measured by gross domestic income, which is
calculated on the income side - that is, by adding up kinds of income,
like employee compensation. In theory, the two measures should be
precisely equal. But in practice, there is a statistical discrepancy — one
that, in the first quarter of 2022, was large, with GDI growing by 1.8%.
The average of the two measures — sometimes called gross domestic
output (GDO) — was also positive.

Here comes the important part. Experts — including in the US
government — have long viewed GDI as just as informative in
measuring economic output as GDP. So has the NBER committee,
which considers GDO in determining quarterly turning-point dates.
This has two implications for the upcoming BEA release. The first
is that, even if the BEA shows GDP growth to have been negative
for two consecutive quarters, the NBER committee is very unlikely
to conclude that a recession started in the first quarter of 2022.
That conclusion would be too far out of line with GDI, employment
growth, and other economic indicators from the first quarter.

Second, the GDP figures will soon be revised. This is routine, and
revisions are substantial: the mean absolute revision for a given quarter
— even just going from the third to the final BEA release (after mid-
year “benchmark revisions”) - is 1.2 percentage points, for a sample
ending in 2018. This is the main reason why the NBER committee
waits so long — 11 months, on average - before calling turning points.

When the BEA undertakes its comprehensive “benchmark revision”
of the National Income and Product Accounts — this year, the results
are set to be released in September, instead of July - it could well
revise first-quarter GDP growth upward, conceivably even by enough
to turn it positive. Revisions historically have moved GDP in the
direction of GDI more often than vice versa. In that sense, GDI may
be a more reliable measure of domestic output than GDP.

Brace yourself for headlines claiming that the US economy is in
recession, with all the public and market reactions that will trigger.
But do not be surprised if you are told the opposite two months
later.

Jeffrey Frankel
Professor of Capital Formation and Growth
Harvard University

Copyright: Project Syndicate, 2022.
www.project-syndicate.org
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Leading Enterprise in
Water Helps to
Build - "Beautlful Chma

— An Interview with

Mr Francis Li

Executive Director and Vice President of BEWG Group
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s a leading water and environmental services provider in Mainland

China, Beijing Enterprises Water Group (0371.HK) is committed to
assisting China’s “ecological civilisation”, a term coined by president
Xi Jinping. At the 19th National Congress, the Communist Party of
China outlined a green policy framework to build and strengthen a
low-carbon, circular economy. Since then, various policies have been
set in place to encourage the private sector to offer more high-quality
ecological products and services to the community.

Against this backdrop, Francis Li, Executive Director and Vice
President of BEWG, recognises the requirements for discharge
standards, treatment rates and water governance, for example,
are becoming more stringent. But the company is committed to
sustainable water resources development and management by
adopting systematic approaches and smart technologies, he says.

Li believes the BEWG's growth will be predominately fuelled by
two business lines: construction of pipe networks and maintenance
services. These range from capital-intensive work on the
construction of pipes to technical support such as dredging and flaw
detection. Outlining the stages of Mainland China’s water industry
development, Li explains that it was initially about human habitation,
which focused on developing ways to dispose of wastewater and
meet sanitation needs. The focus then shifted to water conservation,
ecological restoration and environmental protection. Currently the
industry is working on water resource recovery and reuse. “China’s
water industry is entering a new era of high-quality development
to address the issue of water quality by implementing projects to
promote biodiversity restoration,” Li says.

With China’s continuous advancement in “ecological civilisation”,
BEWG's strategic goal is to secure a pollution-free and quality water
environment for the nation. "Our company takes great care of the
environment and looks to preserve natural resources, whether it is
rivers, lakes or seaports, while improving the ecological environment
and promoting the restoration of
biodiversity,” Li adds.

Leader in Water Ecological
Environment Protection
Listed on the Hong Kong
Stock Exchange (HKEX) since
2008, BEWG is a constituent
stock of the Hong Kong Hang
Seng Composite Index and
the Hang Seng Hong Kong
Chinese Enterprises Index. The
company offers extensive water-
related services, such as sewage
treatment, water supply, reclaimed
water treatment, comprehensive
water management, seawater
desalination and membrane-
based processes for water reuse
and environmental control in the
treatment of industrial wastewater.
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An integrated water and wastewater treatment plant
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As of the end of 2021, the total capacity of the BEWG's water services
reached 4,488.6 tonnes per day, with an operational capability that
can process 2,980 tonnes of water per day. The company currently
operates 1,370 water plants and township sewage treatment facilities.
The company’s business operations cover urban black and odorous
water treatment, watershed management, smart water management,
advisory on urban ecological planning, regional environmental
management and rural water infrastructure construction. Beyond
Mainland China’s borders, BEWG operates in more than 30 cities
in Singapore, Malaysia, Australia, New Zealand, Portugal, Angola,
Botswana, and other countries or regions.

Located in Adelaide, South Australia, a reliable pipe network is a crucial
component of the desalination plant water treatment system. Raw
water is treated and purified through these pipes before the public
can use it. Part of South Australia’s “Water for Good"” water security
plan, the importance of this system has increased as the population
has grown and the demand for clean, drinkable water has increased.

During recent years, BEWG has been exploring the business potential
of new and more efficient ways of recycling wastewater and is fully
committed to improving urban wastewater treatment, which reduces
pollution and makes effective use of resources.

Putting its development goals into practice, by 2021 BEWG had
increased the processing capacity of reclaimed water by 761,000
tonnes per day, taking the total capacity to 3.757 million tonnes
per day. The upgraded processing capacity covers ecological water
replenishment, industrial water reuse and water source heat pumps.
Li anticipates that sewage recycling will also continue to bring
growth to the sewage treatment industry in the next few years. At
the same time, BEWG is actively responding to the nation’s “30-60"
decarbonisation goal, a catchphrase used to illustrate China’s aim to
reach peak emissions by 2030 and carbon neutrality by 2060.

Through the use of using solar energy, BEWG already produces about
40% of the electricity required to provide power to some of the plants
the company operates. In the future, BEWG will consider using sludge to
generate biogas power for sewage treatment plants. At the same time
the company is studying the feasibility of participating in carbon trading.
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Cultivating a Culture of Water
Conservation

The low cost of tap water in China often leads
to indifference towards conserving what has
become an increasingly valuable resource.
With the current water production system, it
is necessary to regularly maintain and replace
the pipe network. Yet, the cost of upkeep
exceeds what the government generates in
water charges. Inadequate maintenance of
old pipes often leads to the waste of valuable
water resources. However, the public may not
react favourably if tap water prices are raised.

Li notes the Chinese government is aware
of this problem. Therefore, it issued two
policy documents, namely “Measures for
the Administration of Urban Water Supply
Prices” and “Measures for the Supervision and
Examination of the Pricing Cost of Urban Water
Supply”. The outcome from these measures
has meant by the end of 2021, water charges are being maintained
at levels that can cover costs, which still generates reasonable
revenue for operators. Li believes the policy will strengthen their
advantage in the water supply industry. “In the future, we expect
to see more flexible and dynamic water charging schemes that can
cover the relevant maintenance expenditure,” he says. However,
unlike the water supply business, there are currently no charges
imposed on users for water treatment. The funding comes mainly
from government subsidies. Furthermore, there is a lack of revenue
from user-generated payments.

“Water treatment projects require a significant capital investment
and need to follow regulatory requirements,” Li says. For example,
a water treatment infrastructure must be designed to last a certain
number of years of service in order for it to be cost-effective. As such,
it is necessary to find a sustainable user-paid charging model, says Li.

Innovation is the Name of the Game

Innovation is key for BEWG to continue growing and staying ahead
in the market, Li says. The company has created an open innovation
platform so that employees can openly share their ideas and
brainstorm about how to turn innovations into real-world solutions.
By the end of 2021 the company held 772 patents (including 646
applications, 115 authorised inventions and 11 designs), 420 software
copyrights and six scientific and technological trademarks. Current
research focuses on sewage biological treatment technology,
overflow pollution control technology, sewage membrane treatment
technology, ecological improvement, pollution load reduction
technology and low-carbon sewage treatment technology.

Bridging the Talent Gap Through Collaborative Training

A combination of a fast-growing industry and evolving technology
has led to a talent shortage across the entire scope of the water
management industry. To bridge this talent gap and train the next
generation of water professionals, BEWG has established the BEWG
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Institute. BEWG also collaborates with various
universities. For example, BEWG experts visit
different universities to deliver lectures based
on teaching materials compiled by BEWG and
the universities. Students also benefit from
onsite visits to BEWG's water plants where they
learn by first-hand observation.

With technological research and advancement,
Li believes it is imperative to work closely
with education institutions to commercialise
technologies and develop products and services.
In 2016, BEWG established the China Ecological
Environment Industry and Education Alliance.
Since it was established, more than 200 enterprises
universities, and education entities have joined the
alliance and exchanged views. As a supportive and
active participant in the industry, in 2021 alone
BEWG participated in 130 activities organised by
different industry associations and organisations
while also serving as the director of the Intelligent
Water Professional Committee of the China Water
Association.

Separately, BEWG also contributed to the content and publicity of
the “smart water affairs” section of the “Urban Water Affairs 2035
Industry Development Planning Outline”, a government-issued work
plan for the development of water resources in China.

Strategic Business Development
With its vision firmly focused on the future, Li says BEWG will

continue to expand two main business lines — municipal water
affairs and comprehensive water-environment management. “Our
framework for bringing water management back to a healthy state
is based on a three-pronged approach: taking care of water assets,
encompassing overall planning and improving efficiency; ultimately
this will make the water industry more efficient,” Li says.

Known as the water stewardship framework, this concept has been

adopted by the Three Gorges Group and is currently being piloted
in multiple cities including Kunshan and Shiyan.

Calling All Members
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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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To expand its strategic deployment, BEWG is also developing smart
water systems. With the help of the cloud, loT monitoring, big data
analysis and other technologies, the company can centrally manage
around the clock operations such as aeration and upgrading at 347
sewage plants.

Compared with urban areas, Li explains, sewage treatment facilities
in rural villages and small townships are insufficient. Currently, the
business model, charging standards and payment methods of
sewage treatment in rural regions are still not well defined. “Some
infrastructure construction is easily abandoned,” he says. At the same
time, populations centred in villages and rural towns are much smaller
than those of urban areas. “There are still many uncertainties about
what sort of sewage treatment technologies would be most effective
for these areas, and it will take some time to figure it all out,” says Li.

Despite such challenges, Li says BEWG would also address inadequate
sewage treatment facilities in rural areas in the future, particularly
the role of pipes which are vital in maintaining water safety, ecology
and resource management. “Pipes are vital to the water industry’s
supply chain and one of the most important aspects of BEWG,”
Li notes. BEWG's many years of experience in the world of pipe
networks has been put to good use on projects including the rural
sewage treatment public-private partnership (PPP) project in Yixing,
a prefecture-level city of Wuxi in southern Jiangsu province.

Jimmy Chow
Journalist
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Under the company law, a director may be an executive director
(ED), a non-executive director (NED) or an independent non-
executive director (INED). Under the Listing Rules, there is no limit
or regulation as regards the number of ED and/or NED. Many listed
companies do not have any NED. Some listed companies have only
one ED and it is also possible for a listed company to have no ED.
The number of INEDs on board of each listed company is regulated
under the Listing Rules. Under Main Board Listing Rules (MBLR) 3.10,
every board of directors of a listed company must include at least
three INEDs with one of them having appropriate professional
qualifications or accounting or related financial management
expertise. Under MBLR 3.10A, a listed company must appoint INEDs
representing at least one-third of the board since 31 December 2012.

As regards tenure of INEDs, under Code Provision (CP) B.2.3 of
Appendix 14 to the Listing Rules, if an INED has served more than
nine years, such director’s further appointment should be subject to
a separate resolution to be approved by shareholders. The papers
to shareholders accompanying that resolution should state why the
board (or the nomination committee) believes that such director is
still independent and should be re-elected, including the factors
considered, the process and the discussion of the board (or the
nomination committee) in arriving at such determination. Under
CP B.2.4, where all INEDs of the listed company have served more
than nine years on the board, the listed company should (a) disclose
the length of tenure of each INED on a named basis in the circular
to shareholders and (b) appoint a new INED on the board at the
forthcoming annual general meeting.

On board diversity, under MBLR 13.92, the nomination committee or
the board shall have a policy on diversity or a summary of the policy
in the corporate governance report (CG report). Board diversity
differs according to the circumstances of each listed company. While
diversity of board members can be achieved through consideration
of a number of factors (including, but not limited to, gender, age,
cultural and educational background, or professional experience),
Hong Kong Stock Exchange (HKEX) will not consider diversity to
be achieved for a single gender board. In relation thereto and as
a transitional arrangement, listed companies with a single gender
board are required to appoint at least a director (who maybe an ED,
a NED or an INED) of a different gender on the board by no later
than 31 December 2024. This means that an all-male board will have
to appoint a female director to the board while an all-female board
will have to appoint a male director to the board on or before 31
December 2024. In the CG report, a listed company is required to
disclose its policy on board diversity or a summary thereof, including
any measurable objectives that it has set for implementing the
policy and the progress on achieving those objectives. In addition,
a listed company is required to disclose and explain in the CG
report (a) how and when gender diversity will be achieved, (b) the
numerical targets and timelines set for achieving gender diversity,
and (c) what measures the listed company has adopted to develop
a pipeline of potential successors to the board to achieve gender
diversity. Furthermore, a listed company is required to disclose and
explain in its CG report the gender ratio in the workforce (including
senior management), any plans or measureable objectives such
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listed company has set for achieving gender diversity and any
mitigating factors or circumstances which make achieving gender
diversity across the workforce (including senior management) more
challenging or less relevant.

On overboarding INEDs, under CP B.3.4(b), a listed company is
required to set out in the circular to shareholders why the board
believes the proposed INED would still be able to devote sufficient
time to the board if such proposed INED will be holding seventh (or
more) listed company directorship.

HKEX Board Diversity Depository

In order to provide more information to investors and other
stakeholders, HKEX has in April 2022 launched the new depository
by the name ‘Board Diversity & Inclusion in Focus’ with the aims to
improve access to information on and transparency around board
diversity, enabling investors to stay informed of businesses’ policy
and approach to good governance and board diversity of all listed
companies. Data regarding each listed company’s board of directors,
by age, gender and year of tenure are available on the centralised
platform. Listed companies, their investors and other stakeholders
are able to choose a particular industry sector to facilitate assessment
of a company’s performance against its peers.

Summary data are available for all listed companies, by Hang
Seng Index (HSI) constituents, by Non-HSI constituents and by the
twelve (12) industries based on Hang Sang Industry Classification
System. The twelve industries are energy, consumer discretionary,
telecommunications, properties & construction, materials, consumer
staples, utilities, information technology, industrials, healthcare,
financials and conglomerates.
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Investors are also able to search the relevant information on directors,
board diversity and overboarding on individual listed company and
by individual director serving on the boards of listed companies.

For all listed companies (including Main Board and GEM Board),
the total number of listed companies as at June 2022 is 2,562 with
19,923 directors of which 40.5% are EDs, 16.8% are NEDs and
42.7% are INEDs. As regards gender distribution, the percentage of
female directors has increased from 13.9% in 2019 to 15.7% in 2022.
As regards gender diversity across industries, healthcare industry
has the highest percentage of 18.4% with the telecommunications
industry having the lowest of approximately 11%. Listed companies
with the highest female director ratios are China National Culture
Group Limited (745), Edensoft Holdings Limited (1147), Emperor
Entertainment Hotel Limited (296), Glory Sun Land Group Limited
(299), Emperor Capital Group Limited (717), Harbour Digital Asset
Capital Limited (?13), Global International Credit Group Limited
(1669), Perfect Medical Health Management Limited (1830), China
Brilliant Global Limited (8026) and C&N Holdings Limited (8430).
China National Culture Group Limited (745) tops up the league
with (a) 80% of directors being female (b) 60% INED ratio and (c) no
overboarding INED.

For age distribution, in 2022, 9.3% directors are aged between 20 to
40, 60.6% directors are aged between 40-60 and 30.1% directors are
aged above 60.

As regards tenure of INEDs, in 2022, around 70% INEDs have a
tenure of less than 6 years with 17.2% INEDs serving for more than 9
years. In 2022, there are 1,467 INEDs served more than nine years in
771 listed companies. In 2022, 149 listed companies have all INEDs
served more than nine years.

On listed companies with overboarding INEDs, there are 229 INEDs
holding seven or more directorships in 199 listed companies. Due to
the tightened approach by HKEX, the percentage of listed companies
with overboarding INEDs has decreased from 12% (in 2019) to 8% (in
2022).

For individual listed company, it will provide you with the above
information of such listed companies with detail of each directors.

For individual director, it will provide you with the information
relating to such director and the listed companies of which he or she
is or has been a director.

The new depository is very useful and provides all relevant
information by company and by director relating to board diversity,
tenure of INEDs and overboarding INEDs.

Vincent P C Kwan
Solicitor/Certified Public Accountant (Fellow) (Non-Practising)
Member (Formerly Chairman), FRA Committee
The Chamber of Hong Kong Listed Companies
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26,/05/2022

CHKLC Director Training Series 2022 (Session 2) -

SFC and HKEX’s Regulatory Oversight, Enforcement
Actions and Director’s Liabilities [Webinar]

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

The speaker discussed the source of regulatory powers of SFC and
HKEX and the division between the two, and further introduced the
disciplinary structure covering Market Misconduct Tribunal with case
studies illustration.

CHKLCE=IZHIIFRFZRY2022 (885t —) — BEEME
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27/05/2022

Company In-house Seminar - Listing Regulatory Updates
[Hybrid]

Speaker: Mr Daniel Wan, Partner, Head of IPO/ECM

Hong Kong, Addleshaw Goddard (Hong Kong) LLP

A board seminar was tailor-made for a listed company for their
directors based in Hong Kong and Singapore. The trainer introduced
various changes to the Listing Rules effective in the past year with a
special discussion of the SPAC listing regime. Members interested
in similar tailor-made board seminar are welcomed to contact the
Chamber Secretariat.
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CEQ Mike Wong was invited to speak at the BARNERCIN Q
captioned panel where he explained the types | h

and characteristics of Climate Change risks and
advised listed companies on their Climate Change
management strategies and approaches.
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27/6/2022

CHKLC Annual General Meeting

The 2022 Annual General Meeting of the
Chamber was successfully held on Monday,
27 June. At the meeting, election of our
General Committee for the year 2022-2023
was held.

The following persons were successfully
elected or re-elected to the General

Committee:

¢ Mr Kingston Chu ¢ Mr Timon Liu

+ Mr Gilbert Ho ¢+ Mr Ronald Tham
¢+ Mr John Ho ¢+ Ms Daisy Yeung
¢ MsElsyLi ¢ Ms Eirene Yeung

+ Mr Li Mingguang

In the General Committee Meeting that was held immediately afterwards, election to vacated General Committee official
positions was held. The election results were as follows:

Ms Eirene Yeung was re-elected as Deputy Chairperson for a second term of two years
Mpr John Ho was re-elected as Vice-Chairman for a second term of two years

Mpr Sandy Yung was re-elected as Vice-Chairman for a second term of two years

+ Mr Samuel Tsang was re-elected as Treasurer for a term of one year
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29/6/2022

Hong Kong Corporate Governance and ESG Excellence
Awards 2022 - Awards Information Session

To explain the selection process of the “Hong Kong Corporate
Governance and ESG Excellence Awards 2022"and offer advice
to companies interested in participating, an online session was
arranged to good response and active discussion.

[FRATERERIR I ERE QMR
SERPT

BRISEIRL 2022 [EBADE MBS « HBREASHE
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07,/07/2022 '
CHKLC Director Training Series 2022 (Session 3) -
Transfer Pricing and Other Tax Challenges [Webinar]
Speakers: Ms Carol Lam, Director of Tax, BDO; and

Mr Jack Fernandes, Director of Transfer Pricing, BDO

In this seminar, the two speakers respectively gave an overview
of recent changes in international tax laws regarding double
taxation, and analysed the impact of transfer pricing on
multinationals.

CHKLCEEiEIFFERY2022 (Bt =) — EH:EEE
REMMR IS [(FELETE]

BE IUEEEREREEE MREBYT  RIEESERTEEES Jack Fernandes 5t
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Upcoming Events RISEE)

08/09/2022  CHKLC Director Training Series 2022 (Session 4) - The SPAC Regime in
Hong Kong and Listing Considerations [Webinar]

Speakers: Ms Amy Yau, Director of Assurance, BDO; and Ms Vivian Chow, Principal
of Risk Advisory, BDO

CHKLC EEI555R127RY) 2022 (8tl) — HEMVFABERWIEAT (SPAC) kLM
ERFE [BLmEE]
BE ERRESIRBES BRARLLI: RIUEHBRARZHRFEE BMSLL

06/10/2022 CHKLC Director Training Series 2022 (Session 5) - Latest Development of
Cybersecurity Law [Webinar]

Speaker: Mr Pokit Lok, Principal of Risk Advisory, BDO
CHKLC E155I5812R5 2022 (BBh) — BRTEENRENERE [HLEMaEE]
BE UERREREHRBEE BmEtE
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27/10/2022 ESG and Green Finance Opportunities Forum 2022
Keynote Speaker: The Honourable Paul Chan Mo-po, GBM, GBS, MH, JP,
Financial Secretary of the Hong Kong Special Administrative Region
2022 FERIR - tERE QSR KERIE
EEEE  HERNITHREYHITIR RXREE  KEHIEE - GBS, MH, JP

10/11/2022 CHKLC Director Training Series 2022 (Session 6) - Annual Regulatory
Update 2022 [Webinar]

Speaker: Mr Daniel Wan, Lawyer
CHKLC E155[5R#2R51 2022 (E87T77) — 2022 EHEERBIFEEIZEIHE
[#8 LRI E]

B e R

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).
B DILEENC F1E @ RETABLMMOER - (165N  RRABWEEME (B5E - (852) 29700886-7 / EEf : info@chklc.org)

40 Momentum



See what'’s possible in the all-new Gulfstream G400™. Redefine 215t century business

success with a breakthrough combination of performance, environmental efficiency

and the largest cabin in the class.

&
Gulfstream”

A General Dynamics Company



5, .
i tricer

Take Your First Step Towards
Business Success with Tricor

-

_

.

Over the past 20+ years, Today, we are the leading business expansion
Tricor has made significant specialist in the region. With an unparalleled
and positive strides, and our pool of over 600 professionals specialized in
strong track record has various disciplines, we offer innovative and

made us the benchmark for practical solutions and help companies scale

professional services in Asia. from start-up to IPO and beyond.

Explore our full suite of professional services
at http://3cor.in/Tricor_Momentum08

®» Financial Administration
» Tax Advisory & Compliance
» Regulatory & Compliance
» Company Secretarial

» HR & Payroll Outsourcing
®» Trust & Fiduciary

® Enterprise Digitization

From Start-u P @ etricorgroup . ——Excellence Award —
O etricorglobal \ \_) in the Hong Kong Management
to IPO and Beyond Q @TricorHongKong “'{_L_‘h_' Association Quality Award 2021





