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Extracts of findings from Global Director Survey 2018, an inaugural survey organised by Global Network of Director
Institutes (“GNDI”), executed by the Institute of Directors in New Zealand and presented in comparison of Global
and Hong Kong findings by The Hong Kong Institute of Directors (“HKloD”).
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ABOUT GNDI A il GNDI
GNDI is a worldwide alliance of director institutes, each being the recognised premier body of directors in its
jurisdiction. The alliance consists of 21 member institutes including HKloD, representing over 130,000 directors.
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An online survey #8_5&: May-June 2018.

2,159 responding directors from 17 member institutes. 2,159 [AlE# F, 2K [H 17 ik B 4HE%.

A diverse representative sample with the following compositions £ A 4H & % 7oA E k-
Gender distribution P77 7>fi: 30% female % .
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The Hong Kong Institute of Directors is Hong Kong's premier body representing directors to foster the long-term success of companies through
advocacy and standards-setting in corporate governance and professional development for directors.
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services, and shall not be responsible for any loss sustained by any person who relies on the report.
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SURVEY FINDINGS FAE &5 2

1. Perceived Social & Economic Issues 4. ESG Issues I& e N SR

270 o 4 o R i a. ESlssues & RISkS TR 8% Kok ) R B B
2. Business Confidence b. Reporting Frameworks ¥ Z24#

EBRE O c. Disclosure & Remuneration F}{ £ B2 37 i
3. External & Internal Areas of Focus 5. Technology & Information Governance

BN S N FER - BHE S RS

a. Board Performance Evaluation # 5 & % i 544 Cybersecurlty Wk e

a.
b. Succession Planning {5 & 5t #| b. Technological Disruption R} 3 B
c. Board Diversity HH &L 0k c. Big Data KE#
d. Director Development & d. Data Analytics #3504
e.

Stakeholders 453 & e. Data Privacy & RIFAFZ
On board radar: BIG DATA scores as the Top Disruptor
EHEHE. KEBEHATHREE
Survey findings are reported in Global Aggregates. FH2r4% B LA ERG TR 15 .
Some observations in Regional Subsets: Africa-Middle East, Americas, Asia-Pacific, Europe.
EO B SRR I 7 A 20 R AR YN A b e, SEUH L BRI L B DU [ 35K
Jurisdiction Subsets: Hong Kong among all jurisdictions. 23 4 A~ 6] &) VERE R () 341 . Q3G & 4.
Full report downloadable %4 ¥z 75 7] LA R #%: http://www.hkiod.com/GNDI Survey 2018.pdf
In supplement, this paper puts together Global Aggregates and Hong Kong Subset for readers with interest in the

latter. UESCPFAH 78 LA Bk LA i AAE I HEBUR, AW &I DA BUBR IR .

Top Social & Economic Issues Perceived by Respondents [0 i 57 25 B 5 {4 & A8 v [ RE
% by Global Aggregates, Asia-Pacific & Hong Kong 4741|488, oKW K& o 4HE . H 4t

()
88%
0,
0
0,
Cost of healthcaref@ FRFEH 24 E%ﬁﬁ
39%
0,
Regulationsii & =72‘V?)A]
22%

. N 0%
Cost of education# & 4 - 9
ﬂ 20%

0,
Political instabilityBUVE A& 2 g

0,
Taxation & govt spending AR BABUR B 32 _— 31% 1%
0
0,
Infrastructure & &t ﬂ 44%
14%

Immigrationf% & 12%
[v)
Corruption &5 MA 19%
(]

B Global B Asia Pacific H Hong Kong 0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
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Business Confidence % Ri{5 0
Current Levels of Optimism About Company Growth for 2019 vs 2018 ¥}/ ] 74 2019 # 2018 1 = 1) i KF 44185 7K 7

N 11%
Very confident JEH A 150 E ?
(]

\3 40
Mostly confident BEHA {5 0> 34%

Moderately confidently H fE {5 0

49%
A little confident f§ B {0
Not at all confident {5 {5 L

= Global M Hong Kong 0% 10% 20% 30% 40% 50% 60%

Areas of Focus in Board Practices =55 & H 3R A2 Bh #iHE
I:] Corresponding Observations and Comments by GNDI and HKloD annotated in boxes

BC 4 GNDI B2 HKloD FBHE% BLER A RE IR HE N .
1. External and Internal Issues #P7EEE NTERIRE

1.1 Board Performance Evaluation EH&RHTAL
88% (HK: 67%):  Boards conduct evaluation formally or informally. 2 55 & £ 1 47 IF 2B 1IE R

Board Performance Evaluation helps to focus on improvement and achieve greater insight from directors
regarding the strengths of the board.

FERBFHE B RN SGE LR TS T EFTNE .

1.2 Succession Planning &5 #)
57% (HK: 51%):  Boards discuss either proactive full-board succession or as part of strategic plan.

5 AR B A B S R A N\ SRS

In succession planning, there is an opportunity for directors to be more proactive and not be limited to
addressing immediate vacancies.

HREH B T E S TR B RE, TR R A SRR PR

Both Board Performance Evaluation and Succession Planning help to strengthen board and director quality, build
board diversity and meet company needs.

EHGRI LRGBS AR ES gREERANIIN, REEFFZOH, UBWIEAFIE.
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1.3 Board Diversity — factors ranked Very/Fairly Important to Important I E R €L T EETERZHTF.

s 7| o5
rge vkt | 57
Ethnicity/race F&ji% m 6%
Disabaility {57 - ﬂz//z
W Global ®HongKong g9 20% 40% 60% 80% 100% 120%

An effective and balanced board needs a broad mix of directors. The meaning of Board Diversity varies around
the world and in accordance with business model. A board that considers diverse perspectives in discussion and
decision-making adds value to company, helps combat groupthink and is core to effective governance.

—EAEB N ER G HEERNERHS . FETL o EBRMIBImE, REPURERHEL. &
FE AT A ARSI AT 25 R AN R B & A A m) M, e B MERIEAE, SRAA REE

1.4 Board Member Development EHE &R EES
50% (HK: 47%): Boards frequently/often engage in ongoing board member development.
HP G EN R ETRES .

Professional development for directors helps upskill for current and emerging needs around the board table.

EHEER BT, AR E R LR R BT SR B

1.5 Shareholder Engagement by Board = H& 8RR EE
55% (HK: 42%):  Actively engaged. fifi i i .
Shareholder Engagement by Board — means as follows # 2 & B Ji 5y 5 R K -

[s)
Send regular communications &% EHE R ‘ >9%
0
Chair discusses governance & strategies with major 56%
shareholders 3 B2 F 2 R 3R 54 3R B VR K SRS 53%

[
Meeting major shareholders 8 B &5 52/;6cy
(o]
0,
Investor roadshows ¥t & & ¥iE m e
0
W Global mHong Kong 0% 20% 40% 60% 80%
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Boards play an important role in bridging the actions of the company to the interests of shareholders. Effective
communication of strategy supports shareholders to make more informed decisions about capital allocation and
risk. There is an opportunity for increased engagement with shareholders across all regions.
HAGRIER A FATE SRR A 23 KSR R & E A, A 500 SRS I 8 7 17 Bl BRI A T B
B, PEIMAE A B ROTRE . SRET A IR AT 75 A P A Uk T 3 = o B R RO E .

1.6 Employee Engagement by Board EH &8¢ BVEE

89%

Thru CEO iZ iR 1T B4R 86%

51%

At strategic planning meetings A SR B 5T 8 & 49%
(]

50%

At site visits B FH R A T 51%
(]

At work/social events il T{ES #3215 8) 49%55¢y
(]

39%

On specific projects 45 51| 7E H 39%
(]

25%

Thru board/com'tees staff rep EH & /RE G2 RERE 20%

B Global ®Hong Kong 0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Engagement with employees is an important part of setting the cultural and ethical tone for the company.

S f B AR RO 2 A SO B A 2 o ) L L ER T

1.7 Stakeholder Trust and Engagement by Board 4 H KI5 LEE S HIHEEE
69% (HK: 61%): Frequently/often discuss stakeholder trust in board meetings
KR TAE R O WA R S AT
Engagement means (top 5 out of 8) ¥l /7 X (8 JiHh 28 5 %) -

64%

Thru industry associations %8 3 57 4H 45 63%

Commerecial relationships 78 3£ # 1% L% 58%
0

Customer survey/feedback tool FEZAEHERLE >0%

33%

45%

Public forums & meetings A B3/ 18 B &5 429%

37%

Complaints procedures & EFT 38%

B Global ®Hong Kong 0% 20% 40% 60% 80%
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Improving effective engagement can help boards manage increased stakeholder expectations. Technologies such
as social media give stakeholders a powerful voice and can place much more pressure on companies to respond
to issues that are important to them.

ST R0 v 1 B e 2 e R B W N 40 I . BECA A B R R T R B N, WAE]
it SE DR B 0y, SR [ R A AP 2 R ) R

ESG Issues TR, &, BHREE

2.1

Perceived Very Relevant ESG Issues and Risks (top 5 out of 15)

$EsG KA AIEFEAMRE-ZE (15 b2y 58D

0,
Ethical behaviour in company A 7] NiEE1T % 50% 2%
0

0,
Employee health & safety {it B { &% & 55% oy
(]

0,
Employee relations & engagement {& B B {Z 82158 519% 7%
(]

Consumer protection, product safety & quality EEEG
fe. EmZEHERE

46%
42%

. 36%
C it (Wi
ommunity engagemen * ﬁ%ﬁ 30%

17%

11th: Climate change 5 {RiE%
8%

B Global ® Hong Kong 0% 10% 20% 30% 40% 50% 60% 70% 80%

Social issues and risks are increasingly placed on board agenda. Underpinning this is the understanding of and
responding to the evolving expectations of investors, consumers, staff & other stakeholders. Boards need to be
engaged in strategic matters to ensure the long-term sustainability of their companies, consider alternative
future scenarios and balance short-term vs long-term thinking and needs.

The concerns of environmental issues among boards need to be raised.

HA YRR O HWE AL B RREE o, SRR H TR BB E . THEE . B DB hRR
B & RIB A . EH G WA IR, DGR A R W RARRE R, & a5 AR K
AN R R AR L, -1 R 0 A = S ) R A B 5

o IR ORI B T R
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2.2 Reporting Frameworks 3R $5242 1%

IFRS Framework

None

Stock Exchange ESG guidance

Integrated Reporting (<IR>)

52%

59%

19%

1

4%

18%

f

53%

15%

20%

Global Reporting Initiative (GRI) 12%

18%

11%

Sustainable Development Goals (SDGs) 14%

Accounting for Sustainability 10%

|

31%

5%
UN Global Compact 2%

131

5%
SASB Standards 0%

H Global ®Hong Kong 0% 10% 20% 30% 40% 50% 60% 70%

The global trend is for more holistic corporate reporting frameworks that go beyond financial information. This
includes reporting on selected ESG or sustainability metrics or adopting one of the established frameworks, eg
GRI, <IR>, SDGs.

H 7 SR E A 15 A A DA AP B I — 2D BR BRI A R 5 2808, BRI E Y ESG BiGT ERHAE M B
¥, BUERHIN GRI, <IR>, SDGs 2 1) CURE ST 42K

2.3 Disclosure and Remuneration 1% B 5B

38% (HK: 69%): Regulator requirement to disclose director remuneration breakdown.

T R A e o B I 20 T
Transparency and consistency in governance reporting, particularly of remuneration, is important to the market,
shareholders and stakeholders.

BRI U R B B I B i . RO B R A

3. Technology and Information Governance £l B&EE R

3.1 Cybersecurity #9424

53% (HK: 60%): Boards have high-level understanding of cybersecurity & cyber risks of their company.

HHE T A I AAS A A A% A .
As most companies use or rely on technology, cybersecurity must be deemed part of enterprise-wide risk
management. The ability of directors to ask the right questions of managers is critical to ensure the company’s
cyber resilience.
FH 7S 2> W B2 4R T BRI, AR 22 4 s 400 20 i 38 JL o B8 ) 00 R BR o
RE RS ER E, ATRELR 2 ) A4 8 JE e

S ELA 1) B S R R
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3.2 Technological Disruptions & Related Issues Rl EERE KA &
(Top 3 outof 9 JA 9 FiH I 3 %)

63%
63%

60%
57%
50%
46%
48%

0% 10%

Big Data X#UE

76%

Artificial Intelligence A TH &t

Internet of Things ¥ B48
58%

20% 30% 40% 50% 60% 70% 80%

B Global m Asia-Pacific ®Hong Kong

Technological disruption is increasingly viewed as a risk and an opportunity for companies to re-evaluate business
model and adapt to survive. Big Data is high on the agenda of directors.

PSR ERAR B, BHECRRE A A B 2t ey, SR R EALSERE, SR DU S A . REUR ALY E
T A

3.3 Data Analytics B384
52% (HK: 51%): Boards use Data Analytics in decision-making.

HHE I IS P iR R
More directors should leverage Big Data and related analytics to create value for the company. Data Analytics
helps to detect, investigate and monitor patterns and transactions across the company.
B 2w | KRB AR i LA A RIS E . BB iR Bh et A SR w1 SEAEARAR 5L
iR o

3.4 Data Privacy BRI AR

61% (HK: 80%): Boards have good/excellent understanding of their company’s data privacy practices.
A B ORI B A R Bl R 0 B

With large-scale data breaches occurring regularly, data privacy is a significant risk for companies. There is room

for improvement.

HUPRAEH A KRB RS, BRAARBRA A R RE KR, ASErsi.

Overall: Boards have a leadership and oversight role in data governance.
Mp b, EHEEEABAERNEELEE R,

Epilogue %50

Angela Cherrington, Chair, GNDI and Chief
Executive, Institute of Directors in Southern Africa:
“This report provides interesting perspectives and
ample food for thought. No doubt the results will
provide stimulus for debate, discussion and
innovative  thinking as we continue our
collaboration and quest to continually improve
governance best practice. We believe this first
global survey will provide you with rich information
and also serve as a useful benchmark.”

GNDI = /i 3¢ B 4F 2 o 22 & 17 BLAR 3 Angela
Cherrington: [ 3@ {3 ¥R i S (AT BRI B & e 3 8
ME, MBEHD A AL SRR IR MBS . B R S
AR R, ERIMESUERE R R
Ft, BIMABEETXERAEAHERETEEE
AE AT I YE

Henry Lai, Chairman, HKloD: “The GNDI
Global Director Survey 2018 provides
snapshots on the global landscape of

corporate governance and director
practices. It is timely for directors’
reference, reflection and action,

particularly when we are living in a rapidly
changing business world.”
FWEFLG F BB REE. [ (
GNDI &EREH A 2018) 4 7 RMA
o] b S VR M S ESEAT A OB SO
PR, SRS, S ERBATED,
e Gy, JUHOR IR A S Y
P, |
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Dr Carlye Tsui, CEO, HKloD and Executive
Committee Member, GNDI: “A crucial factor in
director competence is the pursuit of
continuing professional development. Findings
from the GNDI Global Director Survey 2018 are
important aids for our design of education and
training programmes for directors in areas of
needs of today and tomorrow.”
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