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25 June 2021
Hong Kong Exchanges and Clearing Limited
8th Floor, Two Exchange Square
8 Connaught Place
Central
Hong Kong
By email: KellyLee@hkex.com.hk
Re: Consultation Paper on the Review of Corporate Governance Code and Related Listing Rules
To The Hong Kong Stock Exchange,
We are writing to express our support and provide feedback on the proposed Review of Corporate
Governance Code and Related Listing Rules (the “Consultation”).
Sustainable Finance Initiative (SFi) is a dedicated platform for private investors to learn, connect and
invest together as a community, with a mission to mobilise private capital for positive impact and
accelerate Hong Kong’s transition towards being a hub for sustainable finance. The platform was
incubated by RS Group and launched in June 2018. Since launch, SFi has built a community of private
investors who believe in the importance of ESG considerations in their wealth management practices
and are increasingly active in the deployment of capital for impact.
We applaud the HKEX’s proposed Review of Corporate Governance Code and Related Listing Rules,
which also further expands on points raised in the 2019 consultation paper on Review of the ESG
Reporting Guide and Related Listing Rules (SFi submission). We support the proposed changes in the
revised Code in areas such as improving board gender diversity, the introduction of lead independent
directors, and highlighting the linkages between ESG and CG.
Overall, we agree with the proposal set forth in the Consultation. However, as a community of private
investors, we want to see Hong Kong take even bolder steps to align with international standards,
maintain its prominent status as a leading financial hub in Asia, and ensure a strong positioning of its
listed issuers.
We have co-signed the consultation response issued by the Asian Corporate Governance Association
(“ACGA”). In general, we agree with ACGA’s recommendation. However, as a private investors
collective, we raised further comments below as a complement in order to further strengthen the
Code and listing rule from an investors’ point of view. A copy of ACGA’s response can be found in the
Appendix (please see Appendix I).

Yours sincerely,
Sustainable Finance initiative (SFi)
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We the following family offices, foundations and private investors endorse and support the views
presented by SFi in this submission, and also take this opportunity to express our perspectives for
further refinement of the HKEx proposals.
Signed (in alphabetical order):
Adeline Tan, SFi Advisor
ADM Capital
Alan Chow
Asia Value Advisors
Beyond Finance Consulting Ltd.
District Capital
Illio Technology Ltd.
Ko Siew Huey
Lapidary Limited
New Heritage Investments Limited
Norman’s Fair Dinkum Limited
Philo Alto
RS Group
The ImPact
Vanessa Gibson
Womentors
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Question 1 Do you agree with our proposal to introduce a CP requiring an issuer’s board to set
culture in alignment with issuer’s purpose, value and strategy?
SFi view as private investor collective
We generally agree on the introduction of a CP requiring issuer’s board to set culture in alignment
with the issuer’s purpose, value and strategy.
However, as investors, we also believe corporate culture itself could be hard to interpret or measure.
The guidance provided by HKEx around factors such as (1) Tone from the top; (2) accountability; (3)
effective communication and challenge; and (4) incentives, are useful, and we would further suggest
the issuer to focus on identifying material, quantitative or qualitative indicators that tie their
interpretation of sound culture. The HKEx could issue guidance and specific examples on indicators
that issuers may keep track of and evaluate. In suggesting indicators, those that emphasize on conduct
could be considered as misconduct is indicative of poor culture and can be measured to raise early
warnings and identify areas of further investigation. Examples of such conduct indicators can be
“number of complaints and allegations related to misconduct”, “% of complaints related to
misconduct that result in internal investigations”, or “rate of employee turnover” which might help
identify systemic issues within the company (source).
Some indicators examples to measure employee’s satisfaction (employee attrition rate, job offer
acceptance rate, employee volunteer hours); employee training and development (average hours of
training per employee, average time employees are in same job/function); customer experience (ontime delivery/customer retention rate) can be considered. We would also suggest HKEx to emphasize
in the guidance that consistency of disclosures over time is needed. Investors could then refer to the
related data to evaluate the issuer’s culture, it’s evolution and determine whether remedial action is
needed.

Question 4(a) Do you agree with our proposal regarding re-election of Long Serving INEDs to revise
an existing CP to require (i) independent shareholders’ approval; and (ii) Additional Disclosure?
SFi view as private investor collective
To demonstrate a company's commitment to good corporate governance through board refreshment
to ensure idea and perspective refreshing, we believe companies should in addition, be required to
disclose plans, actions and timelines to replace Long Serving INEDs. Such disclosure can provide
investors with more information about ways for companies to continue strengthening their corporate
governance through appointing capable individuals to be INEDs when the existing Long Serving INEDs
retire.

Question 6(a) Do you agree with our proposal to highlight that diversity is not considered to be
achieved by a single gender board in the note of the Rule?
SFi view as private investor collective
Gender diversity is a fundamental component of diversity, which would positively contribute to the
board having unique perspectives and input to achieve even higher levels of effectiveness and
company performance, as stated by Nordea in their “Diversity as a Value Driver” report (link), and by
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Harvard Business Review in their research (link). Therefore, we concur with HKEx proposal that
diversity is not achieved by single gender board.
As a community of private investors that are focused on sustainability and impact, we are increasingly
aware of the structural gender imbalance that has been pervasive beyond corporate board
representation but also with women as business owners, shareholders, in senior management
positions and in the labour workforce. We have also facilitated and observed increasing efforts to
promote “Gender Smart/Gender Lens” investing in the Asian region (e.g. Gender Smart, Asia Gender
Network by AVPN, Gender Lens Investing Initiative by GIIN). We believe investors will be increasingly
paying attention to this topic and it is prudent for corporates to align with investor expectations.
Question 6(b) Do you agree with our proposal to introduce a MDR requiring all listed issuers to set
and disclose numerical targets and timelines for achieving gender diversity at both: (a) board level;
and (b) across the workforce (including senior management)?
SFi is aligned with HKEx proposal of requiring disclosure of numerical targets and timeline in relation
to achieving diversity throughout the whole organization, from board to senior management and
workforce. 1 However, we are concerned that eliminating single gender boards without setting
wholesale targets may result in companies only appointing one woman per board to meet the
requirement, which is in effect fulfilling “a quota of one” criterion and appears tokenistic. Based on
Manulife Asset Management screening results of all issuers in HKEx with no female directors on board,
we noted that there are companies predominantly serving female customers/end users that do not
have female on board, which we believe will leave companies in a disadvantaged position to formulate
strategies and understand the core demographic these very companies are serving. 2 In addition,
working mum is a common practice in Hong Kong, ensuring their voices are represented in the board
is essential in creating a friendly working environment. For this reason, it is important that issuers have
benefits and support programs in place for working mums as highlighted by McKinsey in their Women
in Workplace 2020 report (link). According to the Research Office of the Legislative Council Secretariat,
the Labour Force Participation Rate of mothers in Hong Kong, though still much lower than men’s, has
increased from 46.1% in 1997 to 54.1% in 2018 for younger mothers (aged 25-39), and from 45.4% in
1997 to 63.3% for older mothers (aged 40-54) (source). Thus, we suggest HKEx to set specific numerical
targets in terms of % coverage of females on board. In setting such targets, we encourage HKEx to
reference and align with international markets such as US, Europe, Australia that are guiding towards
the 30% diversity targets.
Regarding the timeline, we believe HKEx should take a more ambitious approach, given the breadth
of female talent in Hong Kong. We propose shortening the 3-year transition period into 1-2 years to
stop delaying Hong Kong’s progress on diversity.
Question 6(c) Do you agree with our proposal to introduce a CP requiring the board to review the
implementation and effectiveness of its board diversity policy annually?
As the diversity of the board is a reflection of the culture of the issuer, it is important that the board
diversity policy is regularly updated to fully reflect the culture of the company and to be up-to-date
with the latest developments in society. However, we are of the view that diversity policies should be
applied throughout the entire organisation, rather than just confining to the board. Therefore, we
1

According to the Global Leadership Team Gender Diversity Report (November 2020), only 27% of women in
Hong Kong occupy a leadership position, and are underrepresented across all departments apart from HR and
Legal.
2
Please refer to Board Diversity Hong Kong - Investors Initiative Virtual Meeting May 17, 2021 Slide 19-20
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propose HKEx to require companies to review the implementation and effectiveness of their diversity
policies regularly by setting measurable objectives and creating accountability through transparent
reporting to the market.

Question 6(d) Do you agree with our proposal to amend the relevant forms to include directors’
gender information?
We applaud the initiative to display the board diversity related information (including gender) on the
HKEx website for transparency purposes. However, in addition to age, gender and directorships, we
propose HKEx to require issuers to disclose more details of directors’ information, e.g. summary of
directors’ academic/professional background, industry experience and a board skills matrix to show
what particular skill set each director brings to the board.
Furthermore, apart from policy regulation and investor advocacy, building an easily-accessible public
database that includes regularly-updated analysis on diversity situation in listed companies is critical
for think tanks, non-governmental-organisations, and academia to reference on and brainstorm new
solutions on diversity issues. In addition, investors, foreign investors in particular, would find the
database helpful in making their investment decisions by getting the pulse of diversity culture in Hong
Kong, and identifying high-performing issuers in diversity and inclusion in the market. Examples of
data that could be included in the database are % of women in senior and executive management; %
of women on boards across all issuers; # and % of women appointed to boards in the foregoing period
in comparison to men; % of women retention and advancement compared to men. We would
encourage HKEx to consider non-binary options when reporting on gender.

Question 8 Do you agree with our proposal to upgrade a CP to a MDR to require disclosure of the
issuer’s shareholders communication policy (which includes channels for shareholders to
communicate their views on various matters affecting issuers, as well as steps taken to solicit and
understand the views of shareholders and stakeholders) and annual review of such policy to ensure
its effectiveness?
SFi view as private investor collective
We welcome the proposed change in requiring issuers to disclose their shareholders communication
policy. From the perspective of sustainable and impact investors, shareholder engagement is a critical
element for investors to engage with companies on ESG issues. According to the 2018 Global
Sustainable Investment Review (link) “Corporate engagement and Shareholder action” is the third
most popular sustainable investing strategy accounting for US$9.8 trillion in assets. Increasingly,
institutional investors and sustainable investors are engaging with corporates beyond filing
shareholder resolutions, voting and attending AGMs but via direct dialogue with management around
ESG issues. Given such trends, we believe upgrading the disclosure of shareholder communication
policy to MDR will best equip issuers to international trends and investor expectations.
We would recommend the HKEx in providing guidance to issuers on additional areas of discussion or
information to shareholders, and explicitly include topics pertaining to ESG matters.
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Question 11 Do you agree with our proposal to elaborate the linkage in the Code by (a) setting out
the relationship between CG and ESG in the introductory section; and (b) including ESG risks in the
context of risk management under the Code?
SFi view as private investor collective
Q11(a) SFi agrees with the proposal to further contextualize the relationship between CG and ESG in
the introductory section, as we believe that this would make a strong case of how CG is a core
component of ESG and should therefore be taken into account by issuers when making strategic
decisions. Furthermore, HKEX should encourage issuers to align company remuneration with its
sustainability goals and the creation of long-term value to further highlight the interlinkages between
CG and environmental and social matters. We believe that this would also beneficial for investors to
gain a better understanding of the relationship between ESG and CG.
Q11(b) In addition to the proposals, HKEx should provide pragmatic guidance/reference (such as the
inclusion of the SASB standards and materiality map in the ESG Reporting Guide) for issuers to identify
which environmental and social risks are most relevant to their industry. The board should be required
to disclose if they have any material exposure to environment or social risks and any plans or ways to
manage them. The disclosure, together with the board statement on ESG governance structure
required under the ESG Reporting Guide, would help investors in evaluating the effectiveness of
issuers’ risk management and internal control systems related to ESG matters as well as their
understanding of the subject matters. In relation to climate risks specifically, we believe it would be
useful if HKEX formulate and disclose a timeline to incorporate the TCFD recommendations.
As a final recommendation, SFi would like to suggest the HKEx to establish an ESG Committee to
oversee not only CG-related matters, but also any environmental and social matters that may affect
the issuer. The ESG Committee would be organized in three separate working groups (Environmental,
Social, and Governance working groups) and have a governance structure with accountability at the
Committee level, but the burden of creativity and innovation at the working group level. The
responsibility for setting priorities and focus areas, addressing key controversies that impact the Hong
Kong environment, and supporting companies and investors on engagement and stewardship would
lie with the Committee.

Question 14 In addition to the topics mentioned in this paper, do you have any comments regarding
what to be included in the CG GL which may be helpful to issuers for achieving the Principles set out
in the Code?
SFi view as private investor collective
In order to achieve the Principles set out in the Code, it may be helpful that companies be required to
disclose if they have policies in place tackling issues such as discrimination and sexual harassment.
According to the survey conducted by the Hong Kong Institute of Chartered Secretaries in 2019, 216
of its members did not answer the question about the quality of anti-sexual harassment policies and
procedures of companies listed on the Exchange; among the 155 survey responders, only 5.84% gave
a ‘very strong’ rating (Source). SFi is of the opinion that HKEx should consider requiring companies to
disclose the establishment of such policies, and plans and actions to put them into practice. Such
disclosures can strengthen a company's performance in the social area of ESG and strengthen its
overall corporate governance.
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Question 15 Do you agree with our proposed implementation dates of:
(a) for all proposals (except the proposals on Long Serving INED): financial year commencing on or
after 1 January 2022; and
(b) for proposals on Long Serving INED: financial year commencing on or after 1 January 2023?
SFi view as private investor collective
Q15 (a): Yes, we agree with the implementation dates for all proposals (except for Long Serving INED)
to be on or after 1 January 2022.
Q15 (b): We believe that the proposals on Long Serving INEDs should be implemented along with all
other proposals mentioned under point (a) above in the same timeframe (i.e., 2022), to show the
HKEx's commitment to good corporate governance by encouraging companies to take early actions to
initiate Long Serving INEDs succession plans.
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Appendix I – ACGA response
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