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CUHK Business School Announces the 3@ Hong Kong Sustainability Index

e Overall average score up by 11.13 per cent
e Top 20 companies up by 5.29 per cent
e Mainland Chinese companies show continuous improvement in business sustainability

HONG KONG, 25 July 2018 — The Chinese University of Hong Kong (CUHK) Business School's Centre
for Business Sustainability (CBS) announced today results of the 3@ Hong Kong Business Sustainability
Index (HKBSI), where leading companies in Hong Kong have shown increasing concerns for corporate
social responsibility (CSR) and business sustainability.

Established in March this year, CBS is a joint effort of Department of Government and Public
Administration and Department of Management at CUHK. The Centre will continue the sustainability
index projects initiated by Prof. Carlos Lo, when he set up the Sustainability Management Research
Centre (SMRC) at The Hong Kong Polytechnic University (PolyU) in May 2013, with the support of The
Hong Kong Council of Social Service and the Hong Kong Productivity Council as strategic partners. As
one of the major initiatives, HKBSI aspires to inspire companies in Hong Kong to adopt CSR as a
progressive business model for them to achieve business sustainability.

Compared to the results of the 2" HKBSI released in 2016, the overall average score of the 50
constituent companies of the Hang Seng Index (HSI) as at 6 June 2017 in the 3" HKBSI was 50.82 (out
of 100 points), an increase of 11.13 per cent, whereas the average score of the top 20 Index companies
has recorded 72.46 (out of 100 points), up by 5.29 per cent.

Both the overall average score and that of the top 20 Index companies have registered an increase for
two consecutive rounds of HKBSI. In comparison with that of the 1st HKBSI, which was launched in
December 2015, the overall average score of the 3rd HKBSI registered an increase of 21.72 per cent
(from 41.75 points in the 1st HKBSI). For the top 20 HKBSI Index companies, the mean score of this
round has recorded a significant improvement of 26.57 per cent (from 57.25 points in the 1st HKBSI).

Prof. Carlos Lo, Director of CBS, explained that the assessment of HKBSI is based on the unique "Values
— Process — Impact" (VPI) model, which was developed by SMRC and launched in 2015. He highlighted
the progressive advancement in the performance of business sustainability over the past three rounds
of HKBSI. However, he pointed out that in this latest round, despite an increase in the overall average
score, the standard deviation was also visibly large (21.5 points), reflecting a huge performance gap
between the top and bottom companies. For the top companies with over 80 points, their overall
performance in sustainability attained the level of "pace-setter" and was comparable to international
standard. But for those companies scored below the overall average score, they were still in the stage of
"explorer" and have yet to set a clear CSR orientation and a proper management framework.
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Among the assessment aspects of VPI, in comparison with the results of the 2" HKBSI, "Values" has
registered the highest score of 62.40 points and the highest growth of 16.57 per cent in the 3™ round.
"Process-Management" (58.48 points) and "Process-Practice" (56.22 points) have also performed well,
recording 6.72 per cent and 8.72 per cent rise respectively. The average score of "Impact” (32.59 points)
has chalked up an impressive increase of 14.33 per cent; yet, "Impact" has remained as the weakest
area across the board.

Prof. Lo attributed the high score in "Values" to the companies' increasing adoption of conceptual
frameworks related to business sustainability and CSR, as well as their greater concern for various
stakeholders. It shows that companies have increasingly approached their CSR activities in a strategic
manner, with defined priorities aligned with their business drivers, thus enabling the companies to
leverage their strengths for achieving better impact on the beneficiaries.

On "Impact" of the VPI model, the weakest area that companies performed, Prof. Lo said many
companies are still implementing CSR on project-driven basis. Although many have begun to take
"Impact" more seriously, they still lack the ability to measure, both qualitatively and quantitatively, the
results and impacts of their CSR practices and activities. He said evaluation and review of these practices
are still relatively less developed in many companies, and it will be important for them to apply
measurable Key Impact Indicators and comparable data related to CSR management. Such evaluations
are useful for companies in not only improving their internal governance, but also strengthening their
external accountability.

Currently, more than half (52 per cent) of the HSI constituent companies are non-Hong Kong based
companies, comprising of H-shares, red chips and other mainland Chinese firms listed in Hong Kong.
The overall average score of these companies in the 3" HKBSI recorded a 20.36 per cent rise to 42.33
(out of 100 points) when compared to that of the 1t HKBSI, showing a continuous improvement in the
performance of business sustainability.

"This is an encouraging trend, indeed", expressed by Prof. Lo, given that most of these non-local
companies are Chinese firms, which are late comers of CSR with limited knowledge on business
sustainability. It is expected that this group of companies will continue to make noticeable improvement
in their CSR management and performance as their learning curve steadily progresses. On the whole,
the rising trend of their CSR performance indicates a lift of the quality of corporate management, which
in return, will positively impact their competitive advantage and hence investment value.

HKBSI aims at encouraging companies in Hong Kong to adopt CSR as a progressive business model
for them to achieve business sustainability. Putting a spotlight on the largest companies as a leading
force, fifty HSI constituent companies were invited to complete an online assessment questionnaire
concerning their CSR performance for the financial year ended in 2015/16, based on publicly available
information. Each company was assessed in three major areas, namely CSR Values, CSR Process
(comprising CSR management and practices) and CSR Impact against seven stakeholder groups, as
well as the company's contributions to economic, social and environmental sustainability. As the
Technical Partner of the project, SGS Hong Kong Limited conducted sample check and verification of
the information provided by individual companies.
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Since 2015, SMRC at PolyU has compiled the HKBSI and announced the results on an annual basis in
order to timely inform both the local and the international business communities the on-going
development and performance of the Hang Seng Index's constituent companies on business
sustainability. CBS will continue such meaningful project to promote CSR and business sustainability in
both local and regional business communities in the wake of the move of Prof. Carlos Lo from PolyU to
CUHK. The compilation of the 4™ HKBSI is now under preparation and the results will be announced
toward the end of this year.

"We hope that participating companies can make full use of HKBSI assessment and individual company
reports, which reflect their CSR performance and level of sustainability, as a comprehensive and holistic
tool to review their annual business sustainability achievements, and to identify ways for improving the
weaker areas in their CSR practices and impacts," said Prof. Lo.

Please visit https://bit.ly/2LM3LFW to download the PDF file.

— Ends —

About CUHK Business School

CUHK Business School comprises two schools — Accountancy and Hotel and Tourism Management —
and four departments — Decision Sciences and Managerial Economics, Finance, Management and
Marketing. Established in Hong Kong in 1963, it is the first business school to offer BBA, MBA and
Executive MBA programmes in the region. Today, the School offers 8 undergraduate programmes and
20 graduate programmes including MBA, EMBA, Master, MSc, MPhil and Ph.D.

In the Financial Times Global MBA Ranking 2018, CUHK MBA is ranked 43™. In FT's 2017 EMBA
ranking, CUHK EMBA is ranked 32" in the world. CUHK Business School has the largest number of
business alumni (34,000+) among universities/business schools in Hong Kong — many of whom are key
business leaders. The School currently has about 4,400 undergraduate and postgraduate students and
Professor Kalok Chan is the Dean of CUHK Business School.

More information is available at www.bschool.cuhk.edu.hk or by connecting with CUHK Business School
on Facebook: www.facebook.com/cuhkbschool and LinkedIn: www.linkedin.com/school/3923680/.

<&

CUHK

BUSINESS SCHOOL




HEHE Y LRE

For media enquiries, please contact:
Prof. Carlos Lo

Director

Centre for Business Sustainability

Tel: +852 3943 7486

Email: carlos.lo@cuhk.edu.hk

Edmond Siu

Senior Public Relations and Communications Manager
Tel: +852 3943 1842

Email: edmondsiu@cuhk.edu.hk
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ppendix 1
The Hong Kong Business Sustainability Index — Average Score
Changes Changes
rd

Overall average o o
(all companies) 45.73 +11.13% 41.75 +21.72%

50.82

Top 20 average 72.46 68.82 +5.29% 57.25 +26.57%

HK-based 60.01 55.44 +8.25% 49.42 +21.43%
average

Non HK-based P 36.02 +17.52% 35.17 +20.36%

average

endix 2
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Scores by VPI Model — 3" HKBSI vs 2" HKBSI

Changes
(3" vs 2" HKBSI)

62.40 53.53 +16.57%

Process — Management 58.48 54.80 +6.72%
— Practice 56.22 51.71 +8.72%

mpact 32.59 28.51 +14.33%
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The 3" Hong Kong Business Sustainability Index Company List (in alphabetical order

AlA Group Ltd.

Bank of Communications Co., Ltd.

Belle International Holdings Ltd.

Cathay Pacific Airways Ltd. *

China Life Insurance Co. Ltd.

China Merchants Port Holdings Co. Ltd.

China Overseas Land & Investment Ltd.

China Resources Land Ltd. *

China Shenhua Energy Co. Ltd.

CITIC Ltd.

CK Hutchison Holdings Ltd.

CLP Holdings Ltd. *

Galaxy Entertainment Group Ltd.

Hang Lung Properties Ltd. *

Henderson Land Development Co. Ltd. *

The Hong Kong and China Gas Co. Ltd. *

HSBC Holdings plc *

Kunlun Energy Co. Ltd.

CUHK Business School = 2

The Chinese University of Hong Kong
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Link Real Estate Investment Trust

New World Development Co. Ltd. *

Ping An Insurance (Group) Co. of China Ltd.

Sands China Ltd.

Sun Hung Kai Properties Ltd. *

Tencent Holdings Ltd.

The Wharf (Holdings) Ltd.

*Top 20 Companies in the 3 Hong Kong Business Sustainability Index
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