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Dear Sir/Madam
We welcome the opportunity to provide feedback on this consultation. Hermes Investment
Management (Hermes) is an asset manager with a difference. Our purpose is helping
beneficiaries retire better by providing world class active investment management and
stewardship services. With £34.11 billion in assets under management, we focus on holistic
returns – outcomes for our clients that go far beyond the financial - and consider the impact
our decisions have on society, the environment and the wider world. Our stewardship team,
Hermes EOS, is one of the world’s leading engagement resources, advising on £450.52 billion
on behalf of over 40 international institutional investors. The views expressed in this
communication are those of Hermes EOS and do not necessarily represent the views of all
clients.
Firstly, we would like to express our general support for the Hong Kong Stock Exchange’s
commitment to enhance issuers’ governance and disclosure of ESG activities and metrics.
We are pleased to see the latest developments in this process since the launch of the ESG
Reporting Guide in 2013.
We summarise below some comments on the key elements of the consultation and enclose
the related consultation questionnaire. Overall, we support the proposals and believe that
they reflect progress in improving meaningful ESG reporting. The challenge nonetheless is to
encourage companies to avoid ‘boilerplate’ responses and demonstrate meaningful progress
over time. We would be interested to learn if the exchange envisages any oversight of the
ESG reports that result from these new requirements and the potential mechanisms for
enforcement.
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Introduction of Mandatory Disclosure Requirements
We welcome the proposal to introduce mandatory disclosure requirements (MDR), covering
the responsibilities of the board with regard to ESG issues, how the company has applied the
guide’s reporting principles and an explanation of the boundaries of reporting.
We believe that the board should demonstrate leadership on ESG issues and support the
principle that it should be involved in determining which ESG issues are material to the
business. The proposed MDR would also provide clarity on the process through which
material ESG issues are identified, evaluated, and managed, as well as how progress against
targets is being reviewed. We recommend that companies include board director
engagement with employees across the organisation as part of the director on-boarding
process with the aim of promoting an open and constructive corporate culture and
opportunities for signalling ESG leadership from the top. We also recommend guidance for
companies to promote a similarly open and constructive dialogue with shareholders, with
due attention paid to minority shareholder concerns.
The MDR for disclosure of boundaries of reporting is a positive step. We believe, however,
that there would be value in explicitly mentioning supply chains as an area of reporting,
together with the proposed terms entities and operations. Specifically, Aspect B5 would be
improved by seeking disclosure of material risks identified in the supply chain.
Environmental KPIs
Aspect A4, disclosing descriptions of climate-related issues that have or may impact the
company, provides useful information on past events and projections for the future. Aligned
with the references provided in the exchange’s current online reporting FAQs, we would
encourage the exchange to consider explicitly aligning Aspect A4 with the recommendations
of the Task Force on Climate-related Financial Disclosures (TCFD) to include climate-related
governance, strategy, risk management, and metrics and targets. In addition, we would
encourage guiding companies to use the Climate Action 100+ and Transition Pathway
Initiative when assessing and reporting on their progress against the TCFD
recommendations.
We welcome the proposal for a requirement to disclose targets connected to reducing the
company’s environmental impacts and the steps taken to achieve them. We also encourage
the inclusion of ambitious target timeframes and base years, to ease understanding and
comparison.
Explicitly requiring Scope 1 and 2 greenhouse gas (GHG) emissions reporting is a good step
forward. We encourage the inclusion of wording recommending that companies consider
reporting Scope 3 emissions as well when appropriate.
Social KPIs
We welcome the upgrading of social aspects from recommended disclosure to “comply or
explain”, aligning them with the disclosure of environmental issues.
However, we caution against focusing companies’ attention on single issues, rather than
encouraging them to take a holistic approach. We recommend referencing the United
Nations Guiding Principles on Business and Human Rights and the OECD Guidelines for
Multinational Enterprises to assess, develop and maintain readiness for, and effectively
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manage the human rights impacts of their operations and supply chains. We would
encourage companies to use the OECD National Contact Points as platforms for mediation
and conflict resolution, and to work with local stakeholders to strengthen their legitimacy
and influence. Companies should also engage with the UN peer-learning platforms on
business and human rights as they are established regionally.
Recognising some sectors’ growing reliance on indirect labour (agency or contract workers)
and that such workers are often more vulnerable to adverse working conditions than direct
employees, we would recommend the addition of this part of the workforce as a category to
be reported on alongside full- and part-time employees.
Assurance
As ESG reporting becomes more commonplace and material to decision-making, external
assurance makes it more likely that the information will be of value. Considering this, we
encourage the guide to include language recommending companies to consider what steps
are needed to prepare for future ESG reports to be externally assured.
Overall, we believe that these proposals represent positive developments in the evolution of
ESG reporting for Hong Kong listed companies. As representatives of long-term investors, we
value efforts to improve disclosure of the relationship between material ESG issues and
company strategy, which we believe is fundamental to long-term value creation.
We sincerely hope that you find our response helpful and of constructive input to your
proposals. If you would like to discuss any specific issues or exchange views, please do not
hesitate to contact us.

Yours faithfully

Marcus Wilert
Associate Director
Hermes EOS

Hannah Shoesmith
Associate Director
Hermes EOS
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