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Go Digital, Go Green now with
SPOT, Anytime and Anywhere
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With the Companies (Amendment) Ordinance 2023
effective from 28 April 2023, Hong Kong
incorporated companies are allowed to use “virtual
meeting technology” to hold their general
meetings in hybrid and virtual modes (unless
specifically restricted by their articles).

Digitalization of meetings is definitely an
irrversible market trend for conducting general
meetings with full support from regulatory
authorities and various professional associations.

Moving into post-pandemic situation, companies
may rethink and adopt digital means to manage
their meetings in order to enhance shareholder
engagement and lead on the best ESG initiative
with elevated corporate governance practice.

@

SPCT -

* A proprietary unified meeting platform
seamlessly integrates functions of e-proxy,
live streaming, online voting as well as Q&A
with audio tools which enable
shareholders to listen, speak, ask questions
and vote at meetings

> SPOT: www.tricorglobal.com/spot

ProxyConnect

» An end-to-end e-proxy system that provides
an easy, convenient and secure online
platform for shareholders to process proxy
voting with instant proxy summary for listed
issuers

» Open platform for all, including CCASS which
greatly enhances the efficiency for electronic
submissions of end beneficiaries’ proxy
appointments and voting instructions

> ProxyConnect:
www.tricorglobal.com/proxyconnect

To explore the award-winning digital
meeting management solutions trusted by
700+ ListCos in HKEX (over 50% of our listed
clients), feel free to contact us now:
Tricorinside@hk.tricorglobal.com

@ e@tricorgroup
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Chairperson’s Message & 2=

Dear Members

The consequences of the collapse of Silicon
Valley Bank (SVB) and the downfall of Credit
Suisse are still unfolding and the aftermath is
yet to be seen. The loss of market confidence
and uncertainty in monetary policy of the Fed

will likely cause a slow-down of investment

and business activities as the market adopts
a wait-and-see attitude. It is anticipated that
the SVB episode will make funding for startups harder to come by. As
a response to Credit Suisse’s incident, European central banks might
also introduce a new round of banking regulations that would further
tighten liquidity. These do not bode well for growth. Confidence
crises led by fragility in certain institutions in the system in a rapidly
rising interest rate environment could mean there may be more
black swans to come. It is not inconceivable that there will be more
negative surprises. How far Hong Kong will be impacted is too early
to tell, but we should all be prepared for some market fluctuations

and credit crunches, to say the least.

But all is not lost. Right here at home in Hong Kong, we are about
to embrace a whole new listing regime of Specialist Technology
companies. The HKEX has recently announced conclusion to its
consultation on this matter. As expected, it reduced the required
market capitalisation for commercial companies to HK$6 billion
and that for non-commercial companies to HK$10 billion. Although
this acknowledged market feedback, the $6 billion threshold is not
low and, in our view, could be further reduced. Nonetheless, we
are pleased to see the promulgation of Chapter 18C and we hope
to welcome the first 18C listing before too long. As the proposer
of “Nasdaq of China” and a leading advocate for tech listings, the
Chamber is delighted to witness the dawning of a new chapter of
our Hong Kong securities market. We are pleased to have stepped
up on this important market development initiative, which not only
enhances Hong Kong's own market positioning but also allows our
city to serve the national goal of becoming self-sufficient in the

critical technology sector.

But facilitating listing is just the beginning of the story. There needs
to be adequate market liquidity to support trading and secondary
market fund raising. Given the continuing geopolitical tensions, US
and European capital participation in the IPOs of mainland stocks
in Hong Kong is likely to remain lacklustre. There is a pressing
need to explore new sources of capital to fill the gap. | therefore

applaud the Government’s outreach to Middle Eastern countries to
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strengthen the business and investment ties with them. This could
provide Hong Kong with fresh liquidity. On this front, to bring about
mutual benefits, the Chamber is in the planning stages to promote
stronger ties between Hong Kong listed companies and Middle East

counterparts. More on that later.

Financial Secretary Paul Chan and Secretary for Financial Services
and the Treasury Christopher Hui have on various occasions
remarked that GEM is bound for an overhaul. We could not agree
more. GEM is dysfunctional and leaves a big funding gap in our
stock market for SMEs. That needs to be plugged so that the largest
cluster of companies of our economy can access the growth capital
that they need. Apart from targeting Hong Kong SMEs, GEM should
set its sights on companies in the Greater Bay Area (GBA) of which
Hong Kong is an integral part.

That will play to our absolute advantage of being the designated
international financial market of GBA. We understand HKEX will
consult the market on GEM reform in due course. We look forward
to working closely with the HKEX on creating an optimal listing and

regulatory regime for SMEs in Hong Kong and beyond.

If you have any views and thoughts on the above matters, please feel

free to let me know.

Yours sincerely

Catherine Leung
Chairperson
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Editor’s Column #REERVEE

As Hong Kong re-energises its place on the global business and
cultural stage, our Cover Story reflects on the many milestones
achieved by the Chamber of Hong Kong Listed Companies (CHKLC),
some of which were highlighted at the Chamber's 20th anniversary
Gala Dinner held in December 2022, which also hosted the
prestigious Hong Kong Corporate Governance and ESG Excellence
Awards 2022.

In addition to conferring 16 awards for outstanding achievements
in corporate governance and ESG, the Chamber’s flagship event
provided a platform to reiterate its commitment to raise the level
of corporate governance and ESG awareness for members, while
promoting a deep understanding of the current and emerging
landscape. As CHKLC Chairperson Ms Catherine Leung pointed
out in her welcome remarks at the event, as the antenna of market
changes and a dedicated stakeholder which is committed to the
continued prosperity of Hong Kong, the Chamber is not shy from
voicing out what it believes to be best practices for the market.

Focusing on the reviews of annual reports Hong Kong Exchanges
and Clearing Limited undertakes as a part of its monitoring activities,
our FRA Column in this edition of Momentum takes a look at the
summaries of findings of the recent annual report reviews by HKEX
and how these observations can enable listed companies to improve
their disclosure and compliance obligations under the Listing Rules.

Following the high-profile collapse of Silicon Valley Bank in the US,
our Economic Insights column examines the lessons policymakers can
learn from this latest crisis. The author also questions if the measures
put in place in response to the 2008 financial crisis have done enough
to strengthen financial-sector regulation and supervision.

With Hong Kong Exchanges and Clearing Limited’s consultation of
the new listing regime for Specialist Technology companies (Chapter
18C) now completed, while a strong advocate of the new listing
regime, in our Talking Points Column the Chamber explains why
it believes the HK$8 billion market capitalisation requirement for
commercial companies was too high and how its proposed market
capitalisation threshold of HK$5 billion would be a more practical
figure.

With ESG an increasingly "hot topic” for listed entities, our
Corporate Tips column in this edition of Momentum examines
how Hong Kong Exchanges and Clearing Limited is committed to
continuously updating its reporting framework and standards to meet
international standards, as well as promoting further measurement
and management of ESG risks by listed companies.

Continuing with the topic of ESG, our Member in the Spotlight
column features an interview with Alibaba Group. As one of Mainland
China’s leading tech firms, the company explains why ESG concepts
are an integral part of Alibaba’s comprehensive efforts to become
a sustainable business that “lasts for 102 years”, as enshrined in the
company’s mission statement.

Yours sincerely,

Chris Davis
Editor
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[

n addition to marking the Chamber of Hong Kong Listed

Companies (CHKLC) 20th anniversary and its many milestones and
achievements, the annual Gala Dinner held on 13 December 2022
hosted the prestigious Hong Kong Corporate Governance and ESG
Excellence Awards 2022.

As well as CHKLC members, the Chamber’s flagship event brought
together senior government officials and executives from the
market regulators including Financial Secretary Paul Chan, Secretary
for Financial Services and the Treasury (FSTB) Christopher Hui,
Permanent Secretary FSTB Salina Yan, Securities and Futures
Commission (SFC) Chairman Tim Lui and SFC Deputy CEO and
Executive Director for Intermediaries Division (now CEO) Julia Leung,
as well as market participants and professionals.
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Thanking the Chamber and its members for its many
contributions to boosting the development and quality
of Hong Kong's market, during his keynote presentation
at the event, Hong Kong Financial Secretary Mr
Paul Chan highlighted how, over the past 20 years,
the Chamber had made immense contributions to
enhancing Hong Kong's position as an international
financial centre. By strengthening collaboration
and communication between listed companies and
financial regulators as well as the Government, the
Financial Secretary noted how the Chamber plays
a pivotal role in driving the development of Hong
Kong's financial market. “Upholding market quality
requires the concerted efforts of all parties,” he said.
In this regard the Chamber has been a key stakeholder
and has long been a keen advocate for excellence in
corporate governance practices and ESG performance,
encouraging issuers to go the extra mile by embracing
these values in their culture. Mr Chan added that
the Hong Kong Corporate Governance and ESG
Excellence Awards are not simply recognition of their
achievements, but also provide motivation to encourage others in
striving for the highest standards in corporate governance. Having
weathered some turbulent times over the past few years, as Hong
Kong emerges from the wake of the COVID-19 pandemic, the
Financial Secretary said Hong Kong is firmly back on the global
financial stage. As such, the HKSAR Government is reassured that
it can count on the support of the Chamber to further strengthen
Hong Kong's competitiveness as a premier global financial centre.

“Corporate Governance and ESG Excellence
Awards are not simply recognition of their
achievements, but also provide motivation to
encourage others in striving for the highest
standards in corporate governance.”
Mr Paul Chan, Hong Kong Financial Secretary L))
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Chamber has a Key Role to Play to Help Hong
Kong Capitalise on Opportunities

Delivering the welcome remarks at the Chamber’s
flagship dinner and awards event, CHKLC
Chairperson Ms Catherine Leung pointed out that, as
a dedicated stakeholder which is committed to the
continued prosperity of Hong Kong, the Chamber
is the antenna of market changes. As such, Ms
Leung said as it has done for the past two decades,
the Chamber is in a strong position to offer ideas
on how to take the Hong Kong market further.
“From our humble beginning as a communication
channel between listed companies and regulators on
rules and regulations, we have taken on a broader
and more forward-looking market outlook; from
defending listed issuers interests we are defending

the well-being of our market and economy.” Ms ! f\
Leung added that the Chamber is not shy from fawﬁffﬁﬂ*?ﬁiﬁ?
(i iy e e

voicing out what it believes to be best practices
for the market: from striving for the optimal listing
regime and regulatory environment, admission of
weighted voting rights stocks, to advocating ESG best practices
and the proposition for Hong Kong to become a listing hub of tech
companies. “We are always at the forefront to address key market
issues critical to market quality and competitiveness,” Ms Leung said.
For example, recognising how New Economy and tech company
listings could serve national needs while strengthening Hong Kong's
technology development, the Chamber is ideally positioned to
help New Economy and tech companies navigate the rules and
regulations relating to their specific needs.

t “As a dedicated stakeholder

which is committed to the continued
prosperity of Hong Kong,
the Chamber is the antenna of
market changes.”

Ms Catherine Leung, CHKLC Chairperson L}

Citing Hong Kong's strengths including entrepreneurial spirit,
creativity and an eye for opportunities, looking at the city’s future
from a wider perspective, Ms Leung suggested that Hong Kong
should look for ways to dig deep into its wealth of well-established
capabilities. However, it is important not be limited by them
but instead strive to go beyond them. “We need to re-engineer
ourselves in our role vis-a-vis Mainland China and the rest of the
world,” Ms Leung said. While Hong Kong had experienced turbulent
and challenging times, it is exactly at such times the city needs to
pull together and work hard to tackle any difficulties. Concluding her
remarks by emphasising how Hong Kong is an international financial
centre and innovation hub with the potential for continuing growth,
Ms Leung said: “"How we reach these goals and turn them into
continual growth engines for our future is a question for all.”
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Hong Kong Corporate Governance and
ESG Excellence Awards 2022 Winners

Award of Excellence in Corporate Governance

Hang Seng Index Constituent Companies
* Lenovo Group Limited (Stock Code: 992)
¢ Link Real Estate Investment Trust (Stock Code: 823)

2022FEBHBLTE/HE
RIE I EREASHERERTE
NS =prat==F <3
EA S SRR R A BFER

o BEREEBRAT (BRDIRNE : 992)
o TAEBHMEREREESE (RIDHWRE : 823)

Hang Seng Composite Index Constituent Companies

BEFRSIEERIDIR A TER

* Medialink Group Limited (Stock Code: 2230)

Award of Excellence in ESG

Hang Seng Index Constituent Companies

* Hang Seng Bank Limited (Stock Code: 11)

* Henderson Land Development Company Limited (Stock Code: 12)
¢ Ping An Insurance (Group) Company of China, Ltd. (Stock Code: 2318)
Honourable Mention

+ Alibaba Group Holding Limited (Stock Code: 9988)

¢ Tencent Holdings Limited (Stock Code: 700)

Hang Seng Composite Index Constituent Companies
¢ Kerry Properties Limited (Stock Code: 683)

¢ Sino Land Company Limited (Stock Code: 83)

¢ VTech Holdings Limited (Stock Code: 303)

¢ Yum China Holdings, Inc. (Stock Code: 9987)
Honourable Mention

* Hutchison Telecommunications Hong Kong Holdings Limited
(Stock Code: 215)

Others & GEM Companies
+ Lee Kee Holdings Limited (Stock Code: 637)

Newly Listed Companies
¢ Tai Hing Group Holdings Limited (Stock Code: 6811)

Honourable Mention MEEEEES

¢ Haitong International Securities Group Limited (Stock Code: 665) ¢ BEEFRESEEERAT (RDIRSE - 665)
Others & GEM Companies HithR GEMASERI

Honourable Mention FMEEEE ST

o PIBEEERAD (REOHEY : 2230)
RIE - IBRESEUE

(B4 FE SN D iR A EIE R

¢ [EERITHERAT (BDiRSR: 11)

o [EEUREMEBRAT (RDHRE : 12)

¢ HEFZRE (SE) BRIDBRAT
(B1p#me% : 2318)

HEEEERT

o [EEEEEERERAT (RDHRSR - 9988)

o BEAERBRAT (RDHwE : 700)

BEFRSIEERIDIR A TER

o  REERBRAT (RIDHRSR : 683)

¢ (EHEFBRAT (RIDHRR : 83)

+  E5EEE (RIDIRE - 303)

o BBPEZERERAT (BRIDHRSE - 9987)
FRESEET

o FIEEAESBERERRT (DR : 215)

Hitts GEM /RS8R
o FUIRREERRERAT (BRDIREE : 637)

# LM SHER!
¢ KEESEZIEIRAT (BRDHRR : 6811)

* Note: Alphabetical Listing by Company Name
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Awards Recognise Exemplary Standards
Conferred annually since 2007 by the CHKLC and

the Centre for Corporate Governance and Financial
Policy, Hong Kong Baptist University, The Hong
Kong Corporate Governance and ESG Excellence
Awards (formerly known as The Hong Kong
Corporate Governance Excellence Awards) aim to
foster the highest standards in corporate governance
and ESG, business ethics and board leadership,
recognise excellence, showcase best practices
and accomplishments, and thereby promote a
strong culture in corporate governance and ESG in
Hong Kong.

Lina by mins

Noting how ESG reporting are gathering momentum
in Hong Kong, Dr Anthony Chow, Chairman of the
Awards Judging Panel applauded the ESG standards
and corporate governance levels exhibited by Hong
Kong companies. “Winning companies are inspiring

other companies to make improvement, and as a result, the market HRIR SR AT EHETIESE
quality is being raised,” said Dr Chow. HRNTERERE - HEREASUE (B8 158

EEERNsWE) ) B2007 £ - BIEFTEIRE
Dr Maurice Ngai Director and Group CEO, SWCS Corporate Services BLHATREEERREARNTE ALERIER
Group (Hong Kong) Limited, the title sponsor of this year's Awards RANVSERERE - SCREEE CMATTATE

remarked, “We are on a mission to guide companies to build good REIRIE - HEREA BFERRESZERERIS
governance, embrace challenges and mitigate ESG risks,” he said. ERINGRSEE - THRIRSWHATNUKRE - BT
REBEBREG - (MEEESENATEAMRE - 1

ZREANIE -
€t “We are on a mission to guide companies to MESESeTIEAKREETEY  BIE 12 REAR
build good governance, embrace challenges and EEEEERAISEEE » WEEEENTIEIE -
mitigate ESG risks.” EREASBENNTEARTE - BETERT : DEEA
Dr Maurice Ngai FEMBREMADELWE » HIBEERTEAIE

Director and Group CEO Fo
SWCS Corporate Services Group (Hong Kong) Limited
Title Sponsor b)) AFEERBNERENE - DEEXREER (F8)

BRATNESREHCTEBIREIEFLIRT : 13
PIRVfEAT RS IFREREIIRISER » ENRE » IFER
B HEREAERE -

te [P ER RS E R R
BU3EAE - S, - SEEIS -
HERBLRER - |
TERMSECLREEE (58) BRAD
EEREETHEHRBESL

SHEEREE16M[ERIE - TIELIEHM KRR THER
- BEEEERATRBRBMNEREETESGRE
RAERELE - AR ELEHNDRATER - 18
FIRTEIRAT ~ BEEREMEBRASTRABEFLRF
2 (5E) RIDBERATRERE HEREASH
% - ECEEETERERATREAERBRATA

RERE HEREAHAREZETET -
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In total, 16 awards were conferred. In the
Category for Hang Seng Index Constituent
Companies, Awards of Excellence in Corporate
Governance were made to Lenovo Group
Limited and Link Real Estate Investment. Also in
the Category for Hang Seng Index Constituent
Companies, Awards of Excellence in ESG were
awarded to Hang Seng Bank Limited, Henderson
Land Development Company Limited and Ping
An Insurance (Group) Company of China, Limited.
Honourable Mentions in ESG were awarded to
Alibaba Group Holdings Limited and Tencent
Holdings Limited.

e
EEEAERE
QUAM IR
te “The award winners will inspire others | e
to seek future improvements, thereby e
raising the market quality as a whole.”
Dr Anthony Chow

Chairman of Awards Judging Panel 3]

In the Category for Hang Seng Composite Index Constituent
Companies, an Honourable Mention in Corporate Governance
was awarded to Haitong International Securities Group Limited,
while Awards of Excellence in ESG were made to Kerry Properties
Limited, Sino Land Company Limited and VTech Holdings Limited.
An Honourable Mention in ESG was awarded to Hutchison
Telecommunications Hong Kong Holdings Limited.

In the Category for Others and GEM Companies, an Honourable
Mention in Corporate Governance was awarded to Medialink Group
Limited. In the same category, Award of Excellence in ESG was
awarded to Lee Kee Holdings Limited. In the Category for Newly-
listed Companies an Award of Excellence in ESG was awarded to Tai
Hing Group Holdings.

To make the 20th anniversary celebration of the Chamber even more
memorable, a special entertainment segment was arranged featuring
Dr Anthony Chow, Chairman of the Awards Judging Panel, who is
renowned for his singing talent. Adding additional razzmatazz to an
already highly enjoyable evening, Dr Chow entertained the audience
with his rendition of “Hong Kong, Hong Kong”, a play on the song
“New York, New York” made famous by Frank Sinatra.

Meanwhile, with corporate governance, and more recently ESG, the
cornerstone of a robust capital formation environment, the Chamber
endeavours to raise the level of awareness of these important aspects
for members while promoting a deep understanding of the current
and emerging corporate governance and ESG landscape.

Chris Davis
Editor
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The Chamber of Hong Kong Listed Companies
EEBLMRTEHE

TALKING 77
POINTS =&

Listing Threshold of Chapter 18C Must be Practical
Enough to Create Critical Mass

he HKEX has announced conclusion to its consultation of

the new listing regime for Specialist Technology companies
(Chapter 18C). Amidst market voices that the proposed minimum
market capitalisation requirements were too high, as anticipated,
HKEX adjusted them downwards to HK$6 billion (for Commercial
Companies) and HK$10 billion (for Pre-Commercial Companies).
While this is a positive response to market feedback, the HK$6 billion
requirement for commercial companies is still high and, in our view,
could have room for further reduction.

The Chamber is a strong advocate for such a tech listing regime and
therefore pleased to see it is happening. We are of the view that
operating B2B enterprise software companies from the mainland
would provide the strongest pipeline for this regime, and therefore
the listing threshold should be practical for their circumstances.

That is why from the beginning of the consultation, we took issue
with the original proposed market capitalisation of HK$8 billion for
commercial companies. This article will revisit our arguments in this
respect.

In our submission to HKEX's market consultation, we pointed out that
the HK$8 billion required market capitalisation set for commercial
companies with annual revenues of HK$250 million was way too
high. We look at this from a few different angles.

1. The HK$8 billion/HK$250 million ratio represents a price-to-
sale multiple of 32 times, which is unusually high for the current
market sentiments.

2. The HK$8 billion mark happens to be approximately the valuation
threshold of Unicorns (US$1 billion). But according to media
reports, the top decile of US late-stage start-ups by valuation
have seen their price plummeted to US$680 million in Q3 2022,

14 Momentum
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representing a decrease of pre-value valuation of 54%. The
validity of holding on to this threshold is open to question.’

3. On a comparative basis, under Chapter 18A of HKEX Listing
Rules for pre-revenue biotech companies, the expected market
capitalization requirement is only HK$1.5 billion. There is no
logical explanation for such a wide gap. Although listing of biotech
companies must have a prerequisite of Competent Authority
approval, the approval itself does not guarantee product success
and therefore not precluding risks. From a risk perspective, a
commercial technology company does not carry a significant
amount of risks higher than a pre-revenue biotech company
that justifies such a high market capitalisation requirement.

4. Looking further afield, the Star Board of Shanghai Stock Exchange
requires technology companies with a revenue of RMB200 million
to list at an expected market capitalization of RMB1.5 billion only.
For mainland technology companies which consider a listing, the
HKEX requirements have little competitiveness.

We counter propose an expected market capitalisation of HK$5 billion.
This represents a price-to-sales multiples of 20 times, as opposed
to 32 times. This is much more feasible, yet not too far from what
HKEX proposed. To use the Star Board of Shanghai Stock Exchange
as a reference again, a total of eleven B2B enterprise software / Al
companies (falling under the Next Generation Information Technology
sector named in the 18C Consultation), were listed between 2019
and the first half of 2022, their price-to-sales multiples ranged
between 12.2 times and 40.2 times with a median of 20.4 times. In
other words, if HKEX sets the market capitalisation requirement of
18C at HK$5 billion or 20 time price-to-sales multiples, Hong Kong
could capture companies at the median of the market or above. This
in a way addresses the concern of HKEX about company quality.

We also must not forget HKEX faces keen competition. In 2022,
HKEX ranked third in the IPO league table only, surpassed by
Shanghai and Shenzhen stock exchanges. HKEX's mainland
counterparts possess strong fund-raising power, sufficient market
depth as well as liquidity, all of which points of attractiveness
to listing candidates. HKEX therefore needs to constitute listing
conditions that are competitive enough.

All of the above arguments are still valid. With the adjusted required
market capitalization of HK$6 billion, the price-to-sales multiple
is still 24 times, not a low figure. As for whether this threshold is
appropriate, only the market will have the answer. The Chamber
sincerely hopes the listing regime will be a success and able to
attract a big cluster of tech companies to list in Hong Kong, helping
to strengthen the capital markets, provide impetus to the growth of
the local tech scene and allowing Hong Kong to serve the national
goal of achieving self-sufficiency in critical tech areas.

EABEOBRAGELZEIES » FWFIEDRFWA
2. 5EBTHIBEFE A TRER 80 FBITHERZERK
5 © BFHETENAERREY -

1. 8OEETT /2. 5BITMLRENTIARR 321 »
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i) o BIRRERWE > 1R2022F8=% - £
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' https://pitchbook.com/news/articles/venture-capital-valuations-

unicorns-crossover-investors
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Company directors play a pivotal role in company
success. With the increasing demand of corporate
governance and ESG of listed companies both from
the regulators and shareholders, coupled with the
tightening of various sets of rules and regulations
with more serious consequences, company directors
operate in an increasingly challenging environment.
Once again, the Chamber of Hong Kong Listed
Companies is launching a training programme for
company directors. Addressing the common issues
faced by directors, the programme will equip directors
with the most relevant information and updated
knowledge about directorship and will help them
discharge their duties effectively.

The whole programme comprises six sessions
dealing with the important aspects of directorship
for a listed company. These range from corporate
governance, risk management to the latest updates
in various applicable rules and laws. Attending this
training series will help fulfill the training requirements
under the revised Code of Corporate Governance by
the HKEX.

The Chamber is pleased to partner with BDO in
offering this programme whose involvement ensures
the relevance of the topics covered and adds depth to
the discussion.
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Sessions to be held
on Thursday at
4:00pm - 6:00pm
7| menussnm
B  TFHRENRE

Time
Format

2 S

Webinar Sessions #3 L E1% 4

Session 1 -

Hong Kong Tax & PRC Tax
EERBANPEIR S

Session 2 -

Cybersecurity and Data Protection Update g
BRZERBRBEREEN F8°

EF
Session 3 - g

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

EEENARMREERE  ETIHRESFER

Session 4 -

Governance and Oversight Over Digital Transformation
in Modern Business Operations

RREFBENPBBRNEANEE 000

Session 5 - =

New Requirements of ISSB Standards and 55
Reporting Trend Update

EETSESEEESENREAERRRSERES

Session 6 -

Annual Regulatory Update 2023
2023 EEERBFEEZEIHE

The webinars will be delivered Q Cantonese
via ZOOM (Login details will be provided © B

to participants in the confirmation email) g-, _

BLER (ZOOMBABKIEESERBET c &R

EIEER) -1 E

CHKLC reserves the right of final discretion should there be any changes to the event. & F i A SEEBIEEMXEHAR -

Programme Fee (2128

Register Now 5 B3R =2 4

CHKLC Member / Full Programme Per Session
BDO Clients & Contacts

BEELMRATIB/ESE/
UEREERRBH

EERRIE BETT J
HK$3,240 HK$600

https://chkic.org

For enquiries, please contact CHKLC Secretariat 2175 &5 HEEZTWE RS

Tel. &E5E : (852) 29700886 / 29700887

Email £ : info@chklc.org




Corporate Tips (BB

T
i ¥
s

and Recommendatlons for
Report Enhancement

2022 E I°T

_\_

ESG WE F‘iﬂiﬂﬁ“

3z

18 Momentum

m}EHEnﬁ



Spring 2023

As the regulator, Stock Exchange of Hong Kong Limited
("HKEX") is committed to continuously updating its reporting
framework and standards to meet international standards as well
as promoting further measurement and management of ESG risks
by listed companies. To this end, HKEX will pay close attention to
international best practices to drive continuous improvement in ESG
disclosure standards. In July 2020, the new ESG reporting guidelines
came into effect. In order to review the implementation of the new
regulations, the Exchange and SWCS Corporate Services Group both
published the results of studies on 2022 ESG reporting disclosure
perfomances almost simultaneously in November 2022.

In the HKEX's report, titled as “2022 Analysis of ESG Practice
Disclosure”, a total of 400 listed companies, including 353 Main
Board companies and 47 GEM companies were sampled. Whereas
in the “2022 ESG Research Report” by the SWCS Corporate Services
Group, the level of compliance and performance of 334 Hong Kong-
listed companies of ESG reports were reviewed, these companies
consisted of all 134 listed companies under the Hang Seng
Corporate Sustainability/ESG Index, 150 companies from the main
board, and 50 companies from the GEM board.

SEBREGREBEMERAT ( “BRHM” ) F
FREEuE  BORTHEHNBSERME
8l U EERRE S EMATE—TEEN
BIBESGAR - Bl - BRATKEDRIBEESE
BB DERESGIRENENFENE - 2020 F
78 FTESGHMERESIEN - REHBITHRE
o BRAIRIDEEXRRBEBSWCSR2022F
1MA BFERFEM T 2022 FESCGREWRENE
Se

EBRAT (2022 FESGIKREERIBETEE) BE
o HHER 400 R EMAE - EASE33REM
WABRATREIERAT : EHEEERFEER
Y (2022FE ESG#HE) b » MEBEE T 334K
EBLLMAGMESG WL - BMBEHEESG GRNKE
MERIR > BE 134 REEEZEIFEREESGIER
HEMAE » IR 150 REMRA 50 REIZERA

N=I

Two Studies for ESG in 2022

2022 FEMIEBRESGHt &

Both studies looked at the following common themes:

1. Board governance of ESG issues

1. EEEHESGEENER
2. Climate change 2. SRS
3. Social issues 3 HEEE
4. Reporting practices 4 EIREIE
HKEX s Sample: | Sample:
‘ 400 listed companies Wi 334 listed companies
205 AralysR ESG Pactce Dclosure Main Board: N e s i ESG-indexed companies*:

353 listed companies

‘ GEM:
ﬂ 47 listed companies
i R ¢ 400X EfAT)
EMR - 353K
BISR - 47K

* ESG index companies: Refer to the pool of all listed companies from the following
Hang Seng Sustainability / ESG indexes series:
¢ Hang Seng China Enterprises ESG Index

Hang Seng Corporate Sustainability Index

Hang Seng Corporate Sustainability Benchmark Index

Hang Seng ESG Index

Hang Seng ESG 50 Index

* s s

SEMETRMEEEEENT

134 listed companies
Non-ESG-indexed companies of

Main Board:

150 listed companies
Non-ESG-indexed companies of GEM:
50 listed companies

Wi - 334X AT
ESGIEHIAT™* : 134X
FHIRIEESGIERIAT] : 150K
BIZEMRIEESGIEBAT : 50%

* ESG1EBIN T : 2ZLNINE T 185 E/ESGIEE
RIYFRY LTHAE]
o [HEHEIREISE

N OfFHE R R IE 158

ISRl Eriatee S Sta

INHEESGIEH
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Disclosure Performance in the Governance Aspect
According to research by HKEX, disclosures made by sample

companies are considered satisfactory according to the new ESG
reporting requirements, where a good degree of disclosure is
found on the required new indicators. For example, regarding the
governance of ESG matters by the board of directors, it has been
found that most sample issuers had provided their ESG governance
structures together with the roles and responsibilities of the
dedicated committees or ESG working groups. It is also observed
that some sample issuers illustrated their governance structures with
the help of flow charts and organisation charts, while a small number
of sample issuers also disclosed their ESG-related objectives.

EoEENKRERER

RIEEBRATIATEED - BARTRIBHHYESG HEE
KEITT RISHIREE » WEARKERERAFIERES
—ERE - AINESSEH ESCETENERE—IEH
IR A BUEABITARRHEESCHERZIER
EERESCEB TP EREZSENRERBE » B
DERBCALRESERRBE S  DERSS
I AINEE T ESGHHRAEZ -

Table1: Board Governance of ESG
K1 EEEHESGEENER

[ 2018 Review B 2022 Review

Board's process and results of the
progress review

SSZUOE ESGHRAERE R AERIER

Publication of board statement
HEEE5ZEH

Board’s ESG management approach
and strategy

ESEHESG TR RS

Board'’s oversight of ESG issues
ESEHESGEENEE

2018 FE=ERHE 2022 FFERE

76.8%

0% 20%

40% 60% 80% 100%

Sourced from HKEX “2022 Analysis of ESG Practice Disclosure” BYEFRISERFT (20226F1F1E ~ #H ERE B - EiRIETER)
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SWCS found that although most listed companies have provided T5E SWCS SIRHAR CHRTAS A TENESE
the required board statement, detailed information regarding B - BRERESETNSHE « ESMBIAENERLIR
the board’s involvement, names of director-level personnel FTRENTEZ BN B HANIKE - B2 mAd
nominated, and actions taken have not been discussed in WESRIEFRNESGEREN - WESEZHE  INE
detail. SWCS recommends that listed companies disclose easy- FEHNTESGHEFHRIEE -
to-understand information on ESG governance issues, such

as those related to the Board’s composition, and the Board’s

oversight related to the company’'s ESG and business strategy.

Table 2: SWCS’s Study on Board of Director Level Involvement

R2:EEMRESTETAESH

60%
50%
40%
30%
20%
10%
0%
ESG-indexed Non-ESG-indexed Non-ESG-indexed
ESGIgEE T (Main Board) (GEM)
JEESGHEHRT (FER) JEESGHEHAT (RIZER)
Source EHEAKIR: SWCS “ESG Research Report 2022 J5[8] (20225 [Z ESG tHF5#RE )
Disclosure Performance in Environmental and Social KPI RN ERARIERUEENRERE
In order to keep up with the rapidly changing climate-related BT HREERERNRIFEFNKERE I 2TF
disclosures, companies are required to refer to the recommendations SERIFERYFRETLFE ( “TCFD” ) WEEM

of the Task Force on Climate-related Financial Disclosures (“TCFD") S ORHESRRIZEESZEE ( “ISSB” ) AUIEE - RiE
and the standards of the International Sustainability Standards Board BRATINFREET » TR A TR E 3AVRE RS I
("ISSB"). The study found that only a small number of companies *Dxxﬂﬂﬁﬁﬁ'lim DT - TR REDBRTKE
in the sample disclosed information in both Scope 3 and climate- BLEER - HNELENEEMNEITE - B8LE
related scenario analyses. Although the disclosure of this information *42?&6’/1\7 BEEER AR R R

is still voluntary, it provides the company's management with useful

information when making business decisions.
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Table 3: Climate Change-Related Issues (2022 Review)

®3:RIRBIEHEBAEE (2022FFH)

Environmental targets
RIEER

Scope 1 and scope 2 emissions

E 1R 2BHNE

Climate change

RIRE L

Refer to the TCFD recommendations
SZTCFD &

Scope 3 emissions

HEBME

Climate scenario analysis
RIRBIRDHT

0% 20% 40% 60% 80% 100%

Sourced from HKEX “2022 Analysis of ESG Practice Disclosure” BEATRISBRIAT (2022FR1E ~ H BREAINE - BB TER)

Also, in the disclosure of social issues, some sample issuers disclosed WEAETESERER » BMIEABITAKE THBIH
general practices to identify environmental and social risks in each BB EIREVRIER T ERRIN MRS » B ES
segment of the supply chain without considering the characteristics BABEZREIT : BMIRABITAERLESERD
of their own business; some sample issuers only stated that they REMABRIGE—DHE  AIEEARTAITED
supported green procurement without providing further details; ESRETRHARESIE - BITREERANZNRE
most sample issuers provided anti-corruption training to directors RAIEEISEEAVEHE -

and employees, but the disclosures were mostly lacking details of
the training activities.

Table 4: Social-Related Issues (2022 Review)
R4 ESGHESFTEMRE (2022FFRH)

B5.3: Practice to identify environmental and
social risks along the supply chain

B5.3 : FBIHERAVRIZ R EERAIES]
B5.4: Green procurement

B5.4 : KXEIRiE

B7.3: Anti-corruption training

B7.3 : RESIHA

Other social KPlIs (average)
Hithtt SRABHERIER

0% 20% 40% 60% 80% 100%

Sourced from HKEX “2022 Analysis of ESG Practice Disclosure” 8EHSFISBRAT (2022 IR ~ 1 EREAKE - EiRIETNER)
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Similarly, SWCS's research results reveal that sampled companies
have a high level of disclosure in specific environmental and social
criteria, such as the disclosure of Scope 1 and Scope 2 GHG
emissions, and the practices used to identify environmental and
social risks along the supply chain. However, the level of disclosure of
information related to KPls in environmental target setting, disclosure
of significant climate-related issues, the rate of work-related fatality
and anti-corruption training provided to directors are not adequate
with concerns regarding compliance with relevant reporting

ToE SWCS st REENRER AT ERFENRIFNMLE
REDEBRSAIKENRE  IIREHGE 1 &EE 25
EREEHIT - LUR SR B R IEE RIS S E R
HER - M - ERFEEERTE - EARBRERSEN
KEE - RIECHRURBESERNNE SHIFS
EEARENETRIED » SIHETEHERBEERER
HURDE - LS BMAISE A SE TREEREE L
TERANVEH - WEEE 3MBREREHNE - RIFHEHE
S - RIRIBRONS - UBURSER CRERE

requirements raised. Besides, listed companies are encouraged to TERIEFAVEBE -
disclose climate change-related information, such as Scope 3 GHG
emissions, climate-related risk evaluation, climate scenario analysis,
etc., to align closely with the international trend in disclosing, such as

climate-related information.

Table 5: SWCS’s Study on Scope 3 GHG Emissions

®S5: S EMREEE 3 R E RS PN

50%

40%

30%

20%

10%

0%

Non ESG-indexed
JEESGEHI/NT]

ESG-indexed
ESG eI/ T]

Sampled companies

/N

Source E[1EAERE: SWCS “ESG Research Report 2022 J5[B (2022FF/Z ESG tHFCRE )

Table 6: SWCS’s Study on TCFD-aligned Climate-related Disclosures
FKo6: S EITHFEL TCFD — B AV i 58

50%

40%

30%

20%

10%

0%

Non ESG-indexed
JEESGIEEI/NT)

ESG-indexed
ESG g/ 5]

Sampled companies

1=/

Source BIEFR: SWCS “ESG Research Report 2022 J5[8] (20227 ESG tHF5#7E )
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Report Enhancement Recommendations
With the continuous improvement of ESG requirements globally,

companies will require to pay more attention to their ESG
disclosures. Companies can pay efforts to improve the quality and
credibility of ESG information and ESG reports. SWCS Corporate
Service Group recommends that listed companies pay attention to
the following ESG issues:

Governance — Disclose the board's governance information on
how to monitor and manage ESG issues;

Climate Change - Consider reporting Scope 3 GHG emissions,
and climate-related scenario analysis, and be familiarised with
the TCFD recommendations and climate disclosure requirements
under the ISSB climate standard;

Environmental Goals — Start setting quantitative targets where
feasible;

Social Issues - disclose more information about anti-corruption
training, such as training frequency;

Reporting Practices - How the company applies the reporting
principles in detail;

Independent Assurance - Encourage the conduct of
independent assurance to improve the credibility of ESG
information and the quality of ESG reports.

Dr Maurice Wai Fung Ngai

Director and Group CEO
SWCS

Roy Fan

Head of Sustainability, Climate Change & ESG Services
SWCS
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oes Silicon Valley Bank’s collapse reveal a fundamental
weakness in the current financial-stability framework, or does it
merely point to a localized failure of supervision?

By jeopardizing many prominent, high-growth companies in the tech
sector, the bank’s failure certainly put significant political pressure
on the US Federal Reserve. But the Fed’'s emergency weekend
intervention — when it provided a comprehensive deposit guarantee
and extended loans to other banks, valuing their collateral of US
Treasury bonds at par — suggests that it was genuinely concerned
about financial contagion, too. And now, the recent scare around
Credit Suisse has forced European banking regulators to mull the
same questions.

Obviously, there was a failure of supervision. SVB's insolvency
came about because of its entirely foreseeable exposure to rising
interest rates. It had used customer deposits to fund investments
in a portfolio of US Treasuries that were poised to decline in value
when the Fed started tightening its monetary policy a year ago.
The problem was neither credit risk nor liquidity risk; rather, it was
an obvious form of market risk. The Fed's usual stress tests might
have spared supervisors the embarrassment, except that SVB was
exempted from this requirement, owing to a 2018 legislative change
that increased the threshold for participation from $50 billion in
assets to $250 billion. SVB had $209 billion in assets when it failed.

This gap suggests that there may indeed be a deeper problem with
the financial-stability framework. Since the 2008 global financial
crisis, regulators on both sides of the
Atlantic have attempted to strengthen
financial-sector regulation and
supervision within the confines of a
broadly consistent framework. The two
key features are enhanced supervisory
powers and capabilities, with a particular
focus on institutions identified as being
“systemically significant” and partial
deposit-insurance schemes, which are
designed to protect deposits up to a
certain amount per depositor.

b=

SVB was not deemed systemically
important. Yet not only was the Fed
forced to mount an extraordinary
emergency intervention to head off
systemic risks introduced by its collapse.
It also effectively acknowledged that
the FDIC’s partial deposit insurance
regime (alongside new rules on
bank resolution) was inadequate for
reassuring depositors; nothing less than
comprehensive deposit insurance would
do. Given that these conclusions were
reached after the fact, it is worth asking
whether we ever would have come to
them in the absence of a sudden crisis.
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Of course, the “systemic importance” logic of the post-2008
regime may have had more to do with the difficulty of unwinding
massive institutions like Lehman Brothers than with concerns
about their greater propensity to cause crises. After all, financial
crises can start with institutions of all sizes, and one of the areas
where there has been the most progress since the financial crisis
has been in establishing more detailed and robust rules for bank
resolution.

But the SVB saga suggests that the post-2008 reforms -
strengthening capital-adequacy requirements, establishing rules
for bank resolution (with bail-ins for bondholders), drawing up
“living wills” for banks — were not enough. Comprehensive deposit
insurance must also be part of the picture, and it is clearly better to
have such a system in place before the fact.

To be sure, it looks as though the Fed's intervention was primarily
motivated by a concern about financial contagion, rather than by
the need to protect corporate depositors in a strategically important
sector. But in the case of SVB’s subsidiary in the United Kingdom, the
reverse appears to be true. Although no taxpayer money was spent
to rescue depositors (SVB UK was purchased by HSBC for £1), one
still might ask whether this is the best way to implement an industrial
policy or to protect a critical sector.

In the case of the United States, we have witnessed yet another
episode in which the central bank has been called upon to use its
balance sheet to protect the financial system. Although the crises of
the last decade may have had different origins, the central bank fix
has been similar. In all cases, the government is effectively acting as
the insurer of last resort.

This may be inevitable, and even desirable, in the sense that it
provides the public good of financial stability. But the government's
expanded role forces us to ask whether it would not be more efficient
to bypass the banks altogether by allowing depositors - both retail
and corporate - to keep their funds at the central bank, through
the issuance of a central bank digital currency. That would be a
comprehensive form of deposit insurance ex ante.

More broadly, if some sectors of the economy are going to be
protected no matter what, we should establish a framework for doing
that ahead of time, rather than bailing out uninsured depositors
after the fact. These are among the most important lessons that
policymakers should take from this latest crisis.

Lucrezia Reichlin
Former Director of Research at the European Central Bank
Professor of Economics at the London Business School
Trustee of the International Financial Reporting Standards Foundation

Copyright: Project Syndicate, 2023.
www.project-syndicate.org
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As a global technology leader, Alibaba Group is at the forefront
of environmental, social and governance (ESG) implementation.
Thanks to the company’s widespread impact on businesses and
consumers, the digital platform company believes that driving ESG
from within, and extending it across its business ecosystem, can help
realise decarbonisation goals as well as promote the well-being of
the society.

As an integral part of the Alibaba’s comprehensive efforts to
become a sustainable business that can last for at least 102 years
— as enshrined in the company’s vision — Cerin Yip, ESG Director at
Alibaba Group in Hong Kong, says in an interview with Momentum
that the company focuses on seven strategy dimensions and these
include: restoring the green planet; building its people; enabling
a sustainable digital life; fueling small businesses; enhancing
community inclusion and resilience; facilitating participatory
philanthropy, and building corporate and social trust.

In 2021, Alibaba Group set up a sustainability steering committee
responsible for ESG-related strategic planning, goal setting and
management. An ESG task force, made up of members from each
business unit across the group has also been established to ensure
implementation of the objectives on a day-to-day basis. “The ESG
champions appointed by each business unit are responsible for
facilitating the implementation of ESG policies,” Yip explained.
Alibaba’s champions are knowledgeable about frameworks and
standards and can identify appropriate ESG information for
collection, analysis and reporting, as well as necessary actions for
stategy implementation.

Navigating Complex Reporting Frameworks
In order to evaluate performance and the associated risks while

meeting the most stringent compliance requirements, Alibaba has
made a concerted effort to systematically understand the ESG criteria
needed, which criteria should be adopted and which information
should be collected and analysed. Yip recalls
that, during the early stages of bringing ESG
together the process was challenging and
costly, even for a well-established company like
Alibaba. With Alibaba listed on the New York
Stock Exchange but with its shares also traded in
Hong Kong, currently as a secondary listing, Yip
said ESG reporting is even more complex. Yip
said Alibaba must adhere to all ESG disclosure
and reporting regulations as required by both
the US and Hong Kong exchanges. Meanwhile,
Alibaba began disclosing its climate information
in line with the recommendations of the Task
Force on Climate-related Financial Disclosures
(TFCD) implemented in 2022 by the Hong Kong
Stock Exchange. “While the US is still consulting
on their ESG reporting standards, Hong Kong
has already implemented them,” Yip said that,
compared to the US, Hong Kong is ahead of
the game when it comes to standardising ESG
reporting criteria.
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Targets Set to Reduce Carbon
Emissions
In 2021, Alibaba made the bold

move of announcing a series of
climate goals including targets
to achieve carbon neutrality in its
operations by 2030. In the same
time frame, the company aims to
reduce by half the carbon intensity
of Scope 3 emissions across its
entire value chain in regard to the
base year of 2020. Whereas scope
3 emissions are a consequence of
the activities of the company but
occur from sources not owned or
controlled by it, scope 1 and 2 are
those emissions that are owned
or controlled by a company. Alibaba also launched a pioneering
initiative aiming to eliminate 1.5 gigatons of carbon emissions across
its ecosystem by 2035.

Yip pointed out that Alibaba’s “1.5 Gigatons for 1.5°C" initiative,
goes beyond scopes 1-3, targeting “Scope 3+ emissions”, which
includes those generated by a broader range of participants in the
company’s business ecosystem. Because of the nature of Alibaba’s
platform business model, Yip noted that technically speaking,
Alibaba’s partner merchants and their businesses are not deemed
as part of the company’s direct value chain for Scope 3 emissions
tracking. However, due to the unique relationships Alibaba has built
with merchants and businesses, the company believes that it can
and should leverage its influence beyond the current boundaries.
As such, Yip said Alibaba has devised various innovative initiatives
to reduce carbon emissions across its diverse range of business
units. Furthermore, the company is also engaging both partners and
customers to participate in its green initiatives.

Driving Behavioural Change
Aware of the vital role Alibaba plays in connecting millions of

merchants with over 1.2 billion consumers, the company proactively
encourages the transformation to a green lifestyle by promoting eco-
friendly behaviour and the provision of goods that offer sustainability.

In March 2022, Alibaba’s online marketplace, Taobao & Tmall
introduced a new feature that helps users to purchase more energy-
efficient household appliances. Consumers can now find an energy-
saving and carbon-reduction logo along with the total carbon
reduction amount when shopping for home appliances. By the end
of June 2022, more than 4,000 merchants had listed 430,000 home
appliances that are both energy-efficient and reduce carbon emissions.

At the “618"” shopping festival in June 2022, the second largest
and most important shopping festival in Mainland China, the total
amount of carbon dioxide reduced as a result of the purchase of
energy-efficient electronic products on Taobao & Tmall was 153,000
tons. Expanding the carbon saving momentum, in 2022, Alibaba
launched the ‘Carbon88 Ledger’ initiative which includes Taobao,
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Ele.me, Idle fish, Amap and Cainiao online platforms. Starting April
20, 2022, through the Carbon 88 Ledger initiative, Ele.me users were
able to measure their potential carbon reduction from choosing the
“cutlery free”option when ordering takeout. Since then, more than
13 million users have enabled this option in their orders.

"By July 2022, over 20 million people had joined us in taking part
to help reduce carbon emissions as well as promote a greener
lifestyle in their everyday lives,” Yip said. As part of its commitment
to a circular economy, Alibaba has launched initiatives such as a
consumer marketplace for buying and selling second-hand products,
recommending eco-friendly navigation services with intelligent route
planning and minimising the use of packaging material through smart
packing algorithms. On the enterprise front, Alibaba Cloud is not
only helping enterprise customers to save on carbon reduction costs
through greener cloud computing services but has also introduced
various solutions that help organisations to manage reduce and
avoid carbon emissions.

Pushing Carbon Emissions Targets with Innovation
In 2022, the Alibaba Group achieved a significant reduction of

619,944 tons of carbon emissions by revamping the company’s
energy use structure. Significantly, 21.6% of electricity consumption
by Alibaba Cloud was sourced from clean energy.

In the same period, Alibaba Group’s data centres set an impressive
record in Asia with average power usage effectiveness (PUE) of
1.247. Utilising Alibaba’s cloud computing services in Mainland
China instead of constructing one’s own data centre could decrease
carbon emissions by a whopping 85.5%, primarily because Alibaba
Cloud's data centres are optimised for energy efficiency. “This can
benefit the environment and also reduce the organisation’s total
cost of ownership,” Yip noted. Alibaba
Cloud has been using immersion liquid-
cooled servers in its data centres since
2015. The process provides high-quality
energy efficiency and reliable service
availability while the coolant absorbs heat
and then dissipates it to its surrounding
environment.

Internationally, Alibaba joined the Low
Carbon Patent Alliance. As part of the
collective of international organisations,
nine patents related to immersion liquid
cooling technology have now been
made available to the public. “Our goal
is to make use of technology to reduce
carbon emissions as much as possible,”
Yip said. “We are pushing the edge to
make the most of existing renewable and
clean energy sources, though we do face
some bottleneck issues,” Yip explained,
adding that carbon offsetting should only
be a last option when there are no other
alternatives.
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Social Responsibility

As well as being a pioneer in the
technology environment, Alibaba also
takes a pioneering approach to its
social responsibility activities. “When
we talk about social responsibility
and its societal impact, we are
referring to all the stakeholders —
our employees, local communities
and society in general,” Yip said. For
social responsibility actions to make
a positive impact, it is essential they
are integrated — and practiced - in
each part of Alibaba's ecosystem and
across the corporate structure.

To this end, Alibaba employees are

encouraged to provide at least three hours of volunteering services
in their local communities each year, which is intended to promote
kindness towards others. “After volunteering and giving back to their
local communities, our staff often report they feel more purposeful,”
Yip said. To further enhance employee well-being, Alibaba has
established a flexible work schedule that allows employees to better
manage their professional and personal responsibilities. “Flexible
working arrangements are becoming increasingly important for
talent retention, which also helps to enhance employee morale and
promote workplace stability,” Yip said.

Established in 2011, the Alibaba Foundation is a national non-profit
organisation that works in partnership with affiliates of the Alibaba
Group. The foundation strives to inspire people to get involved in
philanthropy by creating an encouraging culture. “Younger members
of the workforce in particular prioritise sustainability and are eager to
lend their skills to their communities,” said Yip. Concluding on a high
note, Yip said, as a responsible and caring employer, Alibaba stands
to benefit from attracting and retaining talented individuals that have
a social conscience.

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

BH2009FELI%R - EREREEEIKEENTE LT
AT » BADEEB Momentum Y (EE5E)
BHif - OAXERHEHERNER - fFRE8LMA
FABEN—B - (MBS ERS A EEIES -
ESWMEBEERE Momentum BB RGN - 58

BEWMERR/ERE (B5E : (852) 2970 0886 ;
ZEHf : karinaleung@chklc.org)

32 Momentum



Hong Kong
Stock Exchange

B 2P

mmmmmmmmm



n order to ensure compliance of the Listing Rules by listed

companies, Hong Kong Exchanges and Clearing Limited (HKEX)
undertakes regular reviews on annual reports, ESG practice
disclosure and corporate governance practice disclosure as a part
of its monitoring activities. After each review, HKEX will issue a
review report advising listed companies of its observations and
recommendations so as to enable listed companies to better their
disclosure and compliance obligations under the Listing Rules. This
article will review the three review reports recently issued by HKEX
on (a) Review of Issuers’ Annual Report 2022 (issued in January 2023),
(b) 2022 Analysis of ESG Practice Disclosure (issued in November
2022) and (c) Analysis of 2019 Corporate Governance Practice
Disclosure (issued in December 2020).

Review of Annual Reports 2022

In reviewing annual reports, HKEX has adopted a thematic approach
selecting selected areas for review based on the results of previous
years and emerging trends or matters that are considered to be of
higher risks. In conducting the review, HKEX will consider the actions
taken by issuers and their directors to safeguard assets, whether
material information has been disclosed and whether the Listing
Rules have been complied with.

In the current review, HKEX is generally satisfied with the disclosure
requirements under the Listing Rules with high rate of compliance
relating to (a) continuing connected transactions, (b) share option
schemes, (c) fundraising, (d) significant investments, (e) performance
guarantees and (f) other annual report disclosure.

After the review, HKEX has highlighted certain findings and
recommendations on (a) financial reporting and related controls, (b)
material lending transactions and (c) financial statement disclosure
under accounting standards.

On financial reporting and related controls, asset valuation remains a
major issue in financial reporting as some issuers are overly optimistic
and have failed to apply proper assumptions in valuing their assets,
or have failed to substantiate the fairness of the reported values of
the assets with objective evidence and documentation. These lead
to delays in the publication of financial results and/or modified audit
opinions and even suspension of trading in extreme cases.

On material lending transactions, HKEX continued to identify cases
of material impairments on loan receivables that raised concerns
about potential breaches of directors’ duties. In addition, HKEX
has also noted that some issuers did not disclose details of their
material loan receivables and for money lenders, did not disclose
their business models, credit assessments and approval policies, and
details of their loan portfolios and loan impairment assessments. In
conducting lending transactions, directors should critically assess the
commercial rationale for making the loans, whether the terms are fair
and reasonable, and whether the use of funds is in the interests of
the issuer and its shareholders.

On financial statement disclosure, HKEX noted that the issuers
under sample generally complied with the accounting requirements
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under the accounting standards. HKEX highlighted several key areas
for improvement including judgements and estimates, material
intangible assets and fair value measurements. In the light of current
economic uncertainty and market volatility, HKEX has reminded the
importance for issuers and their audit committees to maintain a close
dialogue with auditors on the audit focus areas and other emerging
issues identified during the audit, and to take prompt actions to
address auditors’ concerns.

Overall, HKEX has concluded that issuers have achieved a high rate
of compliance for this year's review and is generally satisfied with the
issuers’ compliance on annual report disclosure requirements under
the Listing Rules.

Analysis of ESG Practice Disclosure 2022
HKEX is committed to creating a sustainable regulatory framework by

advocating for and introducing robust ESG standards and regulations
since the introduction of the ESG Reporting Guide in 2013. The
current review report is issued by HKEX in November 2022 and
sets out the findings of HKEX's review of issuers’ compliance with
ESG reporting rules in particular the ESG enhancements that were
introduced in July 2020. 400 samples of ESG reports were reviewed
by HKEX. The review focuses on the areas of issuers’ ESG practices
under the 2020 enhancements, namely, (a) board governance of ESG
issues, (b) climate change, (c) social issues and (d) reporting practices.

On board governance of ESG issues,
HKEX is delighted to report that the
mandatory rules have driven behavioral
changes amongst the issuers that the
majority of sample issuers have disclosed
their boards’ oversight and management
approach on ESG issues. HKEX has
reminded issuers that disclosure of the
process or approach adopted for the
board'’s progress review and the results of
the review is mandatory.

On climate change, sample issuers
have generally acknowledged the
importance of climate-related risks
with over 85% sample issuers making
disclosures of all new climate-related
requirements. Furthermore, around 1/3
of the sample issuers have reported on
scope 3 GHG emissions and around
5% of the sample issuers have adopted
climate-related scenario analysis for
climate resilience assessment. HKEX
also encouraged issuers to get familiar
with the new ISSB (International
Sustainability Standards Board) climate
standards for planning and building
the necessary infrastructure and system
in preparation for enhanced climate
reporting requirements.
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On social issues, Hong Kong Government has announced carbon
neutrality target by 2050 and Hong Kong's Climate Action Plan 2050.
Supply chain plays an important role to ensure a smooth transition to
low carbon economy. In relation thereto, HKEX has advised issuers
to include in their ESG reports information on practices to identify
environmental and social risks along the supply chain, and practices
to promote green procurement.

On reporting practices, issuers should apply the Reporting Principles
when preparing their ESG reports for delivery of meaningful and
decision-useful ESG information. For quantitative disclosure, issuers
should include information on methodologies standards and
assumptions used or adopted in arriving at the figures.

Analysis of Corporate Governance Practice Disclosure 2019
Since the introduction of the Corporate Governance (CG) Code,

HKEX has conducted eleven (11) reviews and the latest one (2019
Review) was issued by HKEX in December 2020. The review of
issuers’ corporate governance practice is a part of HKEX continuing
effect to maintain high corporate governance standards, to identify
improvement areas and to provide guidance with the view to
assisting and enhancing the issuers’ CG reporting standards and
practices.

In 2019 Review, 400 sample issuers were reviewed with a focus on
(a) re-election of long-serving INEDs, (b) election of overboarding
INEDs and (c) board diversity, nomination of and selection criteria for
directors.

On re-election of INEDs serving nine years or more, HKEX found that
as of June 2020, 1,654 (20%) INED directorships (out of 8,170) were
occupied by long-serving INEDs sitting across 1/3 (34%) of issuers
listed on HKEX. Furthermore, there were 166 issuers (7%) where all of
their INEDs were long-serving INEDs. Issuers must balance the long-
serving INEDs’ expertise and experience with the company against
the ability to stay independent, the necessity of board refreshment
and succession planning.

On overboarding of INEDs, as of June 2020, 42 directors were
holding seven or more directorships in 288 issuers. Most issuers
justified the appointment of an overboarding INED by listing factors
considered by the board (for example, such director’s unique
expertise) but without disclosing how the board could be satisfied
with the apparent lack of time on the part of such overboarding
INED.

On board diversity, nomination and selection of directors, almost
all sample issuers disclosed their policies on board diversity with
some sample issuers disclosing their objectives for enhancing board
diversity. It is important for issuers to set and disclose measurable
objectives on board diversity so as to demonstrate the board'’s
commitment to board diversity and to allow all stakeholders to track
the issuer’s progress in this area.

On overall compliance with the CG Code, HKEX is pleased to note
that all sample issuers have complied with at least 73 out of 78 CPs
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(Code Provisions) with 41% of them having fully complied with all
CPs. Explanations for deviation or non-compliance of any CP were
given. The five least compiled CPs were (a) separation of the roles
of chairman and chief executive (CP A.2.1), (b) attendance of annual
general meeting by chairmen of the board and board committees (CP
E.1.2), (c) non-executive directors being appointed for specific term,
subject to re-election (CP A.4.1), (d) disclosure of dividend policy (CP
E.1.5), and (e) establishment of a nomination committee comprising
a majority of INEDs (CP A.5.1).

On common pitfalls, HKEX has reminded issuers that the mandatory
disclosure requirements (MDRs) under the CG Code must be covered
in the CG report and that the issuers should include a negative
statement if they consider any of the MDRs inapplicable to them for
the relevant reporting year.

Conclusions
The above are the summaries of findings and recommendations

of the recent reviews by HKEX on annual reports, ESG reports and
CG reports as contained in the relevant review reports issued by
HKEX. Our members are encouraged to read the full review reports
for details of all findings and recommendations so as to ensure full
compliance of the Listing Rules as regards disclosure and compliance
of annual report, ESG reporting and CG reporting as required of
them under the Listing Rules.

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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In Review / Past Activities SEE)ER

13/12/2022
CHKLC 20th Anniversary Celebration cum Hong Kong Corporate Governance and ESG Excellence
Awards Ceremony 2022 Gala Dinner

Venue: Grand Ballroom, Grand Hyatt Hong Kong
Keynote Speaker: The Honourable Paul Chan Mo-po, GBM, GBS, MH, JP, Financial Secretary of the
Government of the Hong Kong Special Administrative Region

The Chamber celebrated its 20th Anniversary in a gala - F‘f;.\k e —

dinner with a special lighting ceremony officiated by the f E!_‘ o /__I = SRR |

most senior government officials and regulators, as over =~ ' —-_.___—" m;.ﬂw i,

200 representatives of listed companies and market vcs -_%?liﬁ'crﬁ;u}- Gils Dinner & 5 \l_ 1

professionals looked on. A special commemorative video
was also screened to review the Chamber’s history

f"'l.“'.ill' 4 {_.{-;4_: Moy hket [
B ¥ b '
PRl Ty, iz

and success in the past two decades. The evening
also announced the 2022 winners of the Hong Kong
Corporate Governance and ESG Excellence Awards. A
full report can be found in the Cover Story of this next
issue of Momentum. ,'
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Hong Kong Corporate Governance and ESG Excellence Awards 2022 Winners
2022 FEFABNTERRRIE - HERESURBRER

Award of Excellence in Corporate Governance A 5 &8 S iliig
Hang Seng Index Constituent Companies B4 {58 {7 8% 2 51485

P

Lenovo Group Limited (Stock Code: 992) Link Real Estate Investment Trust (Stock Code: 823)

REEBRAT (BRI : 992) HEBMERERSTES (RIDMRRE : 823)

Hang Seng Composite Index Constituent Companies Others & GEM Companies
B SRR A THER Httx GEM X TJ#E5B!
Honourable Mention (P2 EEE 55T Honourable Mention 2 ZE = 5=5T

cHie

Haitong International Securities Group Limited (Stock Code: 665) Medialink Group Limited (Stock Code: 2230)
BEEIRESEEERAT (BRDHRE : 665) MIEEBRAT (BRDHRSE : 2230)

Award of Excellence in ESG IR}&E - {1 E R E RS E
Hang Seng Index Constituent Companies '|E$T5§ﬂﬁ§fﬁﬂn'_\_.l%ﬂgj

a?) ﬁy{

Hang Seng Bank Limited (Stock Code: 11) Henderson Land Development Company Limited  Ping An Insurance (Group) Company of China, Ltd

g I

H—

IEx

BERITERAT (BRIDHRSE < 11) (Stock Code: 12) (Stock Code: 2318)
EEICEMEBRAT (BRIDHRSE : 12) PEFLRE (EE) RIDERAT (BRIDHRSE - 2318)

Honourable Mention FFMEEEEEF

Alibaba Group Holding Limited (Stock Code: 9988)
FIEEESREERERAST (BRIDHRTE : 9988)
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Award of Excellence in ESG IR1E « 1B REQSliE
Hang Seng Composite Index Constituent Companies [B4FR S I8EI5 {D IR A T85!

~ 1IN\
*
l =
Kerry Properties Limited (Stock Code: 683) Sino Land Company Limited (Stock Code: 83) VTech Holdings Limited (Stock Code: 303)
REREEFEREAT (RDHRE : 683) ENEEEREAT (RDHRE : 83) BSEEE (IR DHRSE : 303)

Honourable Mention FFiEEE= &=

rut

Ml ;

Yum China Holdings, Inc. (Stock Code: 9987) Hutchison Telecommunications Hong Kong
BEPEEIRERAT (BRDHRR : 9987) Holdings Limited (Stock Code: 215)

FECBATBRIRBRAT (BR{DHRSE : 215)

Others & GEM Companies
Hiths GEM A S4EE

A

HONG KONG

Corporate Governances
ESG EXCELLENCE &#2QaEig

AWARD 820 2 Zﬁiﬁ gg‘gi ERER

Lee Kee Holdings Limited (Stock Code: 637)
MECEERERAT (BRDHRIE : 637)

Newly Listed Companies #1_ i/ S)$EA

Tai Hing Group Holdings Limited (Stock Code: 6811)
KEEEZERERAT (BRDHRE : 6811)
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13/01/2023
CHKLC Member Activities: A Green Tour to
Local Recycling Facilities

Venue: Waste Plastic Sorting Plant (Yuen Long),
Plastic Recycling Facility (Tuen Mun), and Waste
Glass Bottle Recycling Plant (Tuen Mun)

Some 20 representatives from member companies
participated in this tour to the wastes recycling facilities
operated by member company Baguio Green Group. The
tour enabled participants to understand the process of
plastics and glass wastes recycling in Hong Kong and
helped raise awareness of environmental pratection.

EESEE : REREZIK
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02/2023
ISSB Readiness Online Survey

In anticipation of additional climate disclosure requirements in alignment with ISSB standard for Hong Kong listed companies,
the Chamber is conducting a members survey aiming to find out the readiness of members with a view to strive for a disclosure
framework and timetable most suitable to local listed companies. Results of the survey will be announced in due course.

ISSB #fmiz R LERBE

RERREEBHELRER ISSB ZRIMAIENREERKEE K - BEEETEEERERAE - THEELIET ISSB ERIRVER
EE - SRR EIAESMRIUKEG M CMATRERMIFEX - AEERERAM -

08,/02/2023

Understanding of Stock Exchange of Hong Kong’s Findings
of the Latest Review of Listed Companies’ ESG Disclosures
and Main Recommendation & SWCS Group Research
Report 2022 on ESG Performance of Listed Companies

09/02/2023

Understanding of Stock Exchange of Hong Kong’s Findings
of the Latest Review of Listed Companies’ ESG Disclosures
and Main Recommendation & SWCS Group Research
Report 2022 on ESG Performance of Listed Companies
(Special Session for CHKLC Mainland China Members)
Putonghua Session

Speakers: Mr Roy Fan, Head of Sustainability, Climate Change
& ESG Services in SWCS, SWCS Corporate Services Group
(Hong Kong) Limited

The two webinars went through the review findings by the Stock
Exchange of Hong Kong on ESG reporting by listed companies and
discussed the recommended areas for improvements. The speaker also
recommended best practices of ESG disclosures. The two webinars
were delivered in Cantonese and Putonghua respectively.

23/02/2023

Resumption of Trading Applications and Corporate Internal
Investigations

Speakers: Mr Desmond Yu, Partner, MinterEllison LLP; and

Mr Jun Kwong, Partner, MinterEllison LLP

The hybrid seminar reviewed the scenarios where listed companies
might get suspended, for example, delay in publishing annual results and
explained the necessary steps of securing resumption.

BRI R IEXMEHE
ERREHAFHABRT EMADSIRNERR - HITIREATISEEE -
R PEVERRATRAILAF -
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28/03/2023
Hong Kong Private Credit Outlook 2023 - Champagne and
Wine Reception - Sponsored by EquitiesFirst

This event sponsored by EquitiesFirst, allowed members to get an
update on the private credit market while networking with each other.

EENEEERE2023EFEEE

ILESEENFR Equities First B5E) » 2HEIBERBEFAASEMISZHESEN
EOFELAEEREE

30/03/2023
Post Pandemic Directors & Officers Liability Insurance Review
Speaker: Ms Ida Yau, Executive Director, Grandwood Insurance
Brokers Limited

This hybrid seminar explained the need to review the insurance coverage
of directors and officers in view of the growing risks from cyber threat
and palitical tensions in the post pandemic era.

REIREEEEMRREAN

RSN EMERERE B HERITENBREBENBUaRRE
AMEFEHEFNEEBENSERBRFLIEFNBRIFLFFEER -

04,/04,/2023

Visit to ASTRI Technovation Centre - Close Look at Advanced Homegrown Technologies and Their
Business Applications

Members got close glimpses of advanced technology development in the fields of Al, digital fingerprint and more, and their
applications such as in ESG analytics and counterfeit prevention.

BIEHIRIR R ERIREIRTRIARIL — RIEA TADARH R E e
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04,/2023

Responded to HKEX Consultation on “Proposals to Expand the Paperless Listing Regime and Other
Rule Amendments”

In our submission to this consultation, we agreed to HKEX's proposals to reduce the amount of paper-based submission
by issuers to the Exchange and the adoption of electronic communication with shareholders. However, we objected to the
abolition of physical attendance requirements of Listing Committee and Listing Review Committee members at meetings.

[CIFEE3ZFT NEEmA MR L s R B ( EmiRRI) 12811 AUEF

EHIFRRNEREX AT - SEHEEMBD CHRTAHRSMBERNRAFHE » RABFFINEREEE & EBREERLT
MEEEN LHEREEENEVERSHEEHIRE

Upcoming Events RIRSEED
20/04/2023 CHKLC Director Training Series 2023 (Session 1) - Hong Kong Tax & PRC
Tax [Webinar]

Speakers: Ms Agnes Cheung, Director & Head of Tax, BDO; and Ms Shirley Yu,
Senior Manager of Tax, BDO

CHKLC E5E155I58125R51 2023 (Bx—) — FRRBNPERT [(HBLmIE]
BB UERRESHRFRBRE RREL : RIUGHEERFRBESMCE izt

25/05/2023 CHKLC Director Training Series 2023 (Session 2) - Cybersecurity and Data
Protection Update [Webinar]
Speaker: Mr Pokit Lok, Principal of Risk Advisory, BDO

CHKLC E155I58125R51 2023 (B D) — BBTZERBBFRESH [BLmIE]
REUERRARZHIRFEE BmeEtE

15/06/2023  CHKLC Director Training Series
2023 (Session 3) - 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

CHKLC EEI55I5R1ER3! 2023 (Bt=)
— ERENBRLEETE  HAITE
RESHEIE [BLMEE]

BE NOREMSHEMEESBA FRR
RSP RIFIEE V=@

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).
Bl CIWEENC IR - SEEEAERMNER - AR5 - AAREATWEENHS (85% - (852) 2970 0886-7 / E|H) : info@chklc.org)
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Cultivate complete wellness with the Gulfstream Cabin
Experience featuring 100% fresh air, abundant natural light,

an ultralow cabin altitude and a smooth, quiet ride.

&
Gulfstream’

A General Dynamics Comparny





