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Foreword

The Hong Kong Institute of Chartered Secretaries (HKICS) is pleased to present this new 
research report on shareholder communications. 
 
Communication is at the core of the work of the Company Secretary and this is borne out by 
this HKICS research. As the title of the survey (‘Shareholder Communications – Navigating the 
Maze for Listed Issuers’) which forms the basis of the report suggests, the report is intended to 
help listed issuers ‘navigate the maze’. With the expert advice of Dr RI (Bob) Tricker, five high-
level imperatives have been identified and recommended. 
 
These are also designed to break the monologue which often characterises the interaction 
between investors and investee companies in Hong Kong. The survey indicates that a sizeable 
proportion of listed companies are not taking shareholder communications and investor 
relations to the level that they should. The five imperatives will give impetus to change that.
 
HKICS recognises, of course, that the Hong Kong market is unique – the concentrated 
ownership structure of the majority of companies here has played an important part in the 
evolution of Hong Kong’s approach to shareholder communications. This contrasts with the 
more diversified ownership in other jurisdictions like the UK, US and Australian markets. 
Nevertheless, common themes in this report have relevance in a global context, and provide 
food for thought for further and cross-border research with various collaborators.
 
HKICS is most grateful for the collaboration and generous sponsorship of CLP Holdings, an 
acknowledged leader in corporate governance including in shareholder communications. 
Also, we are grateful for the support of BlackRock Asset Management North Asia Limited, 
Computershare Hong Kong Investor Services Limited, Hermes Investment Management, Orient 
Capital Pty Limited, and Tricor Services Limited.

As a governance institute, we need to work with regulators, and we are thankful to the Hong 
Kong Securities and Futures Commission and the Hong Kong Stock Exchange for their work in 
terms of responsible ownership and shareholder communications in general, along with their 
insightful quotes which are reproduced in this report.
 
There are many people to thank for a project of this nature, including Dr Tricker; David 
Simmonds of CLP Holdings Ltd; April Chan FCIS FCS, HKICS Past President and Chair of 
HKICS Technical Consultation Panel; members of that panel, including Peter Greenwood FCIS 
FCS and Paul Stafford FCIS FCS, HKICS Vice-Chairman and Chairman of HKICS Professional 
Development Committee; Samantha Suen FCIS FCS(PE), HKICS Chief Executive; and Mohan 
Datwani FCIS FCS(PE), HKICS Senior Director and Head of Technical & Research.
 
I would also like to thank all respondents who contributed to this survey and you, the 
reader, for supporting our work. I look forward to working with you all to enhance good 
corporate governance.
 
Ivan Tam FCIS FCS
President, HKICS

Ivan Tam FCIS FCS

President
HKICS
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Overview

During March to April 2016, The Hong Kong Institute of Chartered Secretaries (HKICS) 
conducted a survey entitled ‘Shareholder Communications - Navigating the Maze for Listed 
Issuers’. 413 companies responded. 

This report, based on the survey findings, aims to provide insights into shareholder 
communications practices in companies listed on the Hong Kong Stock Exchange (HKSE).  
It is addressed to the directors, senior management and advisers of these companies, 
including company secretaries as governance professionals and trusted advisers of the  
board of directors.

At the outset, the Hong Kong market is different. It is dominated by family and state 
controlled companies, and as such, direct comparisons cannot be made to shareholder 
communications practices in other markets with diversified ownership such as the UK, US 
and Australian markets. But in this area of governance, as in many others, Hong Kong’s 
practice to an extent follows, or is otherwise shaped or drawn by these other markets despite 
differences in individual market characteristics which we will discuss in Appendix 3. There is 
no doubt that shareholder communications has evolved and the evolution is accelerating.

This report suggests that effective shareholder communications rest on an understanding 
of the shareholder base and their information needs. A key conclusion is that whilst certain 
listed companies do hold shareholder communications dear to them, the majority have some 
way to go and need to enhance their shareholder communications practices. To such extent, 
this report provides the ‘five imperatives’ that boards and senior management of listed 
companies should consider as the way to move forward on the overall topic of shareholder 
communications, namely to:

1. Develop an investor relations strategy within the corporate strategy

2. Know and regularly review the shareholder base

3. Formulate and regularly review shareholder communications policies

4. Formulate and regularly review shareholder engagement policies

5. Review the responsibility and accountability for investor relations

The Securities and Futures Commission (SFC) has recently issued the voluntary ‘Principles of 
Responsible Ownership’ which calls upon investors to exercise their ownership rights in listed 
companies. The intention is for equity owners to talk to their invested listed companies. As 
listed companies will be on the flip side, or receiving end of investors’ requests, they will 
find the ‘five imperatives’ complementary in handling investors’ requests. In any event, listed 
companies can seek to reach out, in accordance with the ‘five imperatives’ to investors.
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Key findings 
• A sizeable proportion of listed companies did not know much about who their 

shareholders are 
The survey results show that a third of respondent companies did not know who their 
shareholders were. They did not regularly or routinely monitor their shareholder base.

• There are listed companies that did not seem too bothered to even find that out
14.5% of respondents said that they felt that they should be routinely monitoring who 
their shareholders were but did not: and a further 15.5% said they should be monitoring 
them on an ad hoc basis but did not. 

• A majority of listed companies lack communication strategy
58.4% of respondents recognised that their communications with their shareholders were 
inadequate or ‘somewhat inadequate’, and saw the need for improvement. But 8.4%, 
although they recognised that their communications were inadequate, saw no need for 
improvement. Only 33.2% thought that their communications were adequate.  

• A vast majority consider that the approach to engagement should depend on 
shareholder type and not be the same for all 
Respondents strongly believed that shareholders should be engaged more effectively. A 
number (92) felt that all shareholders should be involved, but the majority (269) felt that 
the engagement should only be with institutional investors and long-term shareholders. 
Moreover, respondents believed that these investors had a stewardship role to proactively 
engage with the company.

• There is little accountability for shareholder communications at the CEO or  
board level
Many companies (172) reported information on their shareholder profile to senior 
management, the board, or board committees. But more companies (241) did not report 
the data or did not know how it was used.

• The Company Secretary is a source of help on investor relations
The Company Secretary is responsible for profiling the shareholder base in 52.5% 
of the companies responding, followed by the Head of Investor Relations (21%). 
Companies reported devoting more resources to investor relations activities including 
shareholder communications and engagement, with increasing significance for an 
investor relations function.

Interpretations – A monologue and not a dialogue
From the foregoing, the interpretations are that:

• Shareholder communications not out of choice
For many listed companies, shareholder communications is treated as a matter of 
compliance, rather than a commitment. In other words it is reactively driven by rules and 
regulation, rather than proactively driven by a choice to communicate and engage with 
shareholders.

Executive summary

52.5% of the 
companies 
responding say 
the Company 
Secretary is 
responsible for 
profiling the 
shareholder base
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5 imperatives for 
better shareholder 
communications

• Disconnect with regulatory push
There appears to be a disconnect between the regulatory push for enhanced 
communication and what listed companies actually believe is required or important.

• The stance undermines the value of shareholder communications
The actual value and quality of that regulatory communication must be undermined 
if listed companies do not actually know who are the shareholders with whom they 
are communicating; and are not committed to engaging with those shareholders to 
understand the effectiveness and relevance of their communication i.e. improvement 
through feedback. If you do not know your audience or what they want, how can 
you frame your message?

The result of all these is that shareholder communications can become a monologue, 
instead of a dialogue.

The ‘five imperatives’ 
What boards and senior management should consider
In this connection, this report will provide and explain five high-level imperatives that 
boards and senior management of listed companies should consider as the way forward, 
namely to:

1 Develop an investor relations strategy within the corporate strategy

2 Know and regularly review the shareholder base

3 Formulate and regularly review shareholder communications policies

4 Formulate and regularly review shareholder engagement policies

5 Review the responsibility and accountability for investor relations

The role of regulators
For the regulators, in view of apparent shortcomings in the underlying commitment 
by a sizeable proportion of listed companies as to shareholder communications, they 
might consider less emphasis, perhaps a pause, on regulating the volume and scope of 
reporting, and place greater weight on quality, requiring listed companies to explain how 
they realise their commitment to shareholder communications. This would include listed 
companies specifically reporting on their performance and progress in regards to the ‘five 
imperatives’ suggested above.
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“This report provides important insights into how listed 
companies approach their responsibility to carry out 
timely and effective communication with shareholders. 
As we made clear when we published our ‘Principles of 
Responsible Ownership’ earlier this year, engagement 
between companies and shareholders should be seen as 
paramount and fundamental, and this in turn strengthens 
corporate governance.”

The role of shareholders
The reality is that effective communication is a dialogue and a shareholder relationship, 
like any relationship, can only function through the efforts of both sides. Thus, 
shareholders need to express their needs and expectations regarding investor relations 
to listed companies to provide feedback, positive and negative, on the information they 
receive. To be effective this must be routed from a sufficiently senior level (in the case of an 
institutional, state or corporate investor) to make it clear that the shareholder attaches a 
similar importance to the subject that it expects from the company itself.

In this connection, in March 2016, the SFC issued ‘Principles of Responsible Ownership’ 
for voluntary adoption by investors. This is based on the spirit of greater transparency and 
understanding between investors and their stakeholders. The aim is for investors to speak 
to companies that they invest in, including to establish and report to their stakeholders 
their policies for discharging their ownership responsibilities; monitor and engage with 
their investee companies; establish clear policies on when to escalate their engagement 
activities; have clear policies on voting; be willing to act collectively with other investors 
when appropriate; report to their stakeholders on how they have discharged their ownership 
responsibilities; and when investing on behalf of clients, have policies on managing conflicts 
of interests. But in order for responsible ownership to work, investors must adopt the dialogue 
and listed companies, on the flip side, must be able to accommodate the requests. The ‘five 
imperatives’ will be facilitative of responsible ownership.

Ashley Alder JP
Chief Executive Officer, 
Securities and Futures 
Commission, and 
Chair, International 
Organization of Securities 
Commissions
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1. The challenge of corporate 
communication and investor relations

In the 19th century, shareholders in joint-stock, limited-liability companies were individuals, 
relatively few in number, and their needs for information quite similar. Directors could 
communicate easily with them; indeed in some cases they knew them personally. 

Today, shareholders are no longer homogeneous. Companies’ ownership structures and investors’ 
expectations can vary. Shareholders’ business sophistication differ and, consequently, their needs 
for information also differ. 

Clearly, the information needs of such investors are likely to differ. However, company law 
and regulations, and stock exchange rules seldom recognise such differences. Company law 
typically distinguishes public companies, which may offer their shares to the public, from 
private companies, which may not. Such law also tends to differentiate between companies 
of different sizes, making lower demands on smaller entities. Similarly, stock exchange listing 
rules usually divide companies by size. Some exchanges also have a main board and subsidiary 
boards for start-up, riskier, or smaller stocks (HKSE - Growth Enterprise Market (GEM board) 
for smaller companies, for example). 

A company’s investors might now include:

• active institutional investors, such as mutual funds, pension funds and financial institutions, closely interested in the 

company’s affairs and actively involved in corporate governance matters 

• passive institutional investors, such as index-tracking funds required by their constitutions to invest in a given range of 

securities, using computer algorithms to make investment decisions, with little interest in corporate governance issues 

• dominant investors, perhaps the company’s founders or their family trusts, who are closely interested in, and possibly 

actively involved in company affairs. Though they may hold a minority of the equity in some jurisdictions they can 

maintain ownership power through dual-class shares 

• hedge funds gambling against the market and selling short, with only short-term interests in the company, but not in its 

longer-term corporate governance

• private equity investors seeking short-term strategic opportunities

• the state, perhaps with a minority of their shares traded publicly, and possibly influenced by state economic and political 

interests 

• sovereign funds, using state capital to invest, possibly with state concerns as well as financial interest

• retail shareholders – individuals, usually with relatively small holdings, possibly including executives and other employees 

of the company

 SEE
Appendix 1 provides 
a more detailed 
discussion of the 
evolution of shareholder 
communications and 
engagement.
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But to provide some shareholders with access to more information about the company’s 
progress, potential, or prospects could give them an unfair advantage over other investors, 
particularly if this is through face-to-face meetings. The challenge is how to communicate 
more information on business plans or future expectations and risks without disclosing share-
price sensitive information or exposing commercial secrets.

The HKSE listing rules call on an issuer’s board ‘to maintain an on-going dialogue with 
shareholders’. The word ‘dialogue’ suggests a two-way process. This is an area of increasing 
interest around the financial world. We will consider shareholder engagement as a component 
of investor relations.

Clearly, a great deal has changed since the notion of the joint-stock limited-liability company 
first emerged a century and a half ago. One of the most significant changes is today’s diversity 
and dispersion of shareholders of major listed companies. The original links between owners 
and management have been weakened. When shareholders no longer engage with their 
companies, management no longer feels accountable to them. Trust in a company’s strategic 
future can then be eroded, and short-term profit imperatives and the interest of senior 
managers may predominate. Companies need to consider how well they engage with their 
shareholders and the market.

Given the diversity of potential shareholders, companies face a challenge to engage 
successfully with all of them. Effective communication leads to satisfied investors, interested 
potential investors, and enhanced corporate value. But if investor relations are not handled 
well the market knows, a company’s reputation suffers, and corporate value is lost. 

Effective 
communication 
leads to satisfied 
investors, 
interested 
potential 
investors, and 
enhanced 
corporate value.

“Effective shareholder communications practice is central 
to good corporate governance. This report provides 
important insight into the current shareholder practice 
in companies listed in Hong Kong and provides good 
guidance on how the practice could be improved.”

David Graham

Chief Regulatory Officer 
and Head of Listing, Hong 
Kong Exchanges and 
Clearing Limited
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2. The ‘five imperatives’

Following the survey’s specific findings discussed below, the ‘five imperatives’ were developed 
to give practical and effective guidance to the board of directors and senior management, to 
enhance shareholder communications and investor relations for listed companies, and to serve 
larger regulator and investor objectives as discussed throughout this report. 

Imperative 1 - Develop an investor relations strategy within the 
corporate strategy
A fundamental component of every company’s corporate strategy is its financial strategy. This 
identifies the sources of funds for the future growth of the company. It sets the policy for 
retention of profits in the business or for distribution to shareholders. It establishes the source 
of capital, balancing debt-linked with equity-based funding over the strategic time-horizon of 
the business.

Capital structures of companies vary substantially, some emphasising equity rather than debt, 
others relying more heavily on interest-bearing debt instruments, such as loans, bonds, or 
mortgages. The ratio between equity and debt financing is one of the more significant aspects 
of a company’s financial strategy.  

Within that financial strategy there needs to be a related strategy covering relations 
with shareholders to attract and hold the equity shareholders that the company wants 
and, perhaps, deter the types of shareholder the company does not want. An investor 
relations strategy should inevitably lead to a set of related policies covering shareholder 
communications and shareholder engagement.

Clearly it is important for companies to know the nature of their investors and whether any 
are (or have become) significant. Therefore, respondents were asked:

Imperative 1
Develop an 
investor relations 
strategy within the 
corporate strategy

Question: does your company have processes in place to identify beneficial 
shareholders?

33+8+14+16+29+A
32.9%

Yes. Done regularly
29.1%

Yes. Ad hoc basis

15.5%
No. Should be ad hoc

14.5%
No. Should be regular

8%
Do not need

In other words, 62% of 
respondents reported 
routinely monitoring their 
investor base, with around 
a third (32.9%) doing it 
regularly, and slightly 
fewer (29.1%) doing it on 
an ad hoc basis, possibly 
when a significant block 
of shares changed hands.
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The nature of their ownership structure caused 8% to feel that routine monitoring was 
unnecessary. That left another third (30%) feeling that they should be regularly monitoring 
(14.5%) but were not, and the rest (15.5%) feeling that they should be monitoring on an ad 
hoc basis but also were not.

The need for board level attention to investor relations and for a related strategy is apparent. 
To discuss an investor relations strategy and its related policies boards need well-prepared 
briefing papers with clearly defined proposals. The investor relations strategy and its related 
policies, once determined, need to be written down and regularly reviewed.

Imperative 2 - Know and regularly review your shareholder base
Profiling the shareholder base means more than just listing the shareholders, their 
shareholding, and contact details. To be useful, a profile needs to group the shareholders 
by investor type – long-term institutional investors, short-term speculators, retail investors 
and so on, by the length of time shares have been held, by geographical location, and by any 
other relevant characteristics. The actual number of shareholders can also be relevant. Recent 
research (The Wall Street Journal, June 2016) showed that for companies listed in the US the 
number of shareholders has been falling, with ownership being concentrated in fewer hands. 
The responsibility for building and maintaining the shareholder profile is an important role 
and crucial to effective investor relations.

Question: Where shareholders are routinely profiled, who has the responsibility for 
collecting that data?  

Imperative 2 
Know and regularly 
review your 
shareholder base

The responses below show that the Company Secretary plays the dominant role (52.5%) 
followed by the Head of Investor Relations (21.1%). The following chart shows those 
responsible for monitoring shareholder profiles:

21+3+5+9+52+4+4+2+A
21.1%

Head of IR

52.5%
Company Secretary

3.6%
External IR

2.7%
General Counsel

3.2%
Others

4.6%
CEO

8.7%
CFO

3.6%
CRO

Responses show that the 
Company Secretary plays 
the dominant role (52.5%) 
followed by the Head of 
Investor Relations (21.1%)
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The existence of an Investor Relations function marks an interesting development, which will 
be discussed later.

Having identified the shareholder profile noting any significant changes, who uses this 
information?

Question: Is the data collected on shareholders’ profiles reported periodically and, if 
so, to whom?

To the board  112
Collecting data that is not reported (124 companies) is clearly ineffective. Board policies on 
shareholder communications and investor relations needs such information. The shareholder 
profile and, importantly, changes to it, needs to be reported to the member of senior 
management responsible for investor relations, the relevant board committee, or the entire 
board, depending on the board’s investor relations strategy.

42+28+30+A
30% (124)

No

28.3% (117)
Not sure

41.7% (172)
Yes33+41+26+ATo whom?

41.3% (140)
To senior management

33% (112)
To the 
board

25.7% (87)
To relevant board 

committees

“At CLP we are committed to maintaining an effective 
ongoing dialogue with all our shareholders. This 
report highlights the challenge of sustaining two-way 
communication with a diverse range of investors  
and we welcome the practical and helpful advice it 
contains on how to address these challenges in the  
Hong Kong context.”

David Simmonds

Group General Counsel, 
Chief Administrative Officer 
and Company Secretary, 
CLP Holdings Limited
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However, determining the beneficial ownership of blocks of shares is not always straight-
forward. In the old days companies gave each shareholder a hand-written share certificate, 
with their name, date, and number of shares. Today, in the uncertificated securities market, 
share certificates have been replaced by electronic records. A company may not know the 
details of a shareholder if the shares are deposited with a broker who puts them in his 
account with central clearing. That means that these shareholders are not sent company 
reports; nor can they vote on company resolutions, because the company does not know  
who they are.

The Securities and Futures Ordinance gives listed companies powers to investigate beneficial 
ownership of their shares (Cap 571 Part XV Division 5). S329 spells out companies’ right to 
identify interests in its voting shares from agents or others holding the shares. However, that 
right only allows listed companies to identify the legal owner of the shares. In the case of an 
investment fund, for example, it does not permit penetrating beyond the veil of ownership to 
identify the investors in that fund.

The right for companies to identify shareholders also incurs the duty to notify regulators if 
necessary (s330). Members of listed companies can also call on companies to investigate the 
ownership of interests in its voting shares (s331). Under the Hong Kong Securities and Futures 
(SFC) regulations, intermediaries holding interests in Hong Kong listed company shares are 
required to disclose that interest to the stock exchange and the relevant companies2. 

2 In 2016, Schroders Hong 
Kong was fined HK$1.8 
million for failure to do so 
over some years.

“This comprehensive survey and analysis will help raise 
the shareholder communications bar in Hong Kong. The 
five imperatives are well thought through and will assist 
in enhancing constructive dialogue between companies 
and their shareholders.”

Pru Bennett

Head of BlackRock 
Investment Stewardship for 
Asia Pacific, BlackRock
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Respondents were asked whether they used these investigatory powers and replied:

4+96+A
N/A

53+47+A
No,  

not done

43+57+A
Yes

43.4%
(179)

53%
(219)

3.6%
(15)

There have been calls for the pipelines between companies, intermediaries, and shareholders to 
be opened up. The suggestion is that an intermediary, who holds details of shareholders should 
provide that information to the company, so that the investor can receive reports and vote. 

But that would inevitably involve the intermediary in administrative costs. The question then 
arises: who should pay? Three options are apparent:

• the company: but then the administrative cost would fall on all the shareholders 

in that company, including those whose details were already known, as well as 

those whose details were not known but who did not wish to receive reports or 

vote. Such investors may obtain the information they need from analysts, the 

media, or the internet.

• the intermediary: but that would inevitably mean the costs were passed on to 

the investor, who may have no interest in becoming involved in the company’s 

corporate governance. If disclosure of shareholder details were made a regulatory 

requirement, dealing costs would increase. 

• the shareholder: again, the shareholder might not need company reports and 

have no wish to become involved in the company’s governance. Of course, if 

a shareholder chose transparency, accepting the administrative cost might be 

acceptable. That would be the shareholder’s choice. 

Having looked at whether respondent companies really knew who their shareholders were, the 
next set of questions swung the focus onto companies’ shareholder communications policies 
and what companies expected of their shareholders, if anything.
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Summarising, 154 
reported that the 
same communication 
strategy was applied to 
all their shareholders, 
but twice that number 
(304) differentiated 
their communications 
according to the type of 
shareholder.

Imperative 3 - Formulate and regularly review shareholder 
communications policies 
Shareholder communications policies could reflect the company’s practices on: 

• communications with shareholders and potential shareholders

• communications with non-equity investors

• relations with institutional investors, brokers, and other financial institutions handling 
the company’s shares, analysts, the financial press, and others who might influence the 
market, and consequently affect share values

• communications with the stock exchange(s) on which a company’s shares are listed, and 
corporate regulators

• the provision of information to the public, including employees, suppliers, and customers

• protecting information from potential financial predators and competitors 

• safeguarding confidential and secret information 

To be effective, communications with shareholders need to reflect the shareholder base. ‘The 
needs and expectations of shareholders are seldom homogeneous. Good communication is 
not enough: it provides the map but does not guarantee reaching the destination3.’

Question: do your board’s shareholder communications strategies differ for 
different types of shareholders? Some alternative answers were suggested.  

Imperative 3 
Formulate and 
regularly review 
shareholder 
communications 
policies 

33.6% (154)  
Same for all 

shareholder types

21.2% (97) 
Different for institutional 

investors actively involved in 
corporate governance issues

2.6% (12)  
Different for significant 
investors* not actively 
involved in corporate 

governance issues

12.5% (57)  
Different for significant 

investors* actively involved in 
corporate governance issues

3 Corporate Secretaries 
International Association, 
Twenty Practical Steps 
to Better Corporate 
Governance, Geneva, 2010

34+12+3+12+12+6+21+A 11.6% (53) 
Different for the 

financial press and 
potential shareholders

12.2% (56) 
Different for retail 

shareholders

6.3% (29) 
Different for institutional 

investors not actively 
involved in corporate 

governance issues

*Significant investors include family trusts, 
hedge funds and private equity investors
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Companies further reported that, overall, they tended to emphasise the following areas of 
information in shareholder communications:

204
Corporate actions

226
Earning

198
Management 

strategy

115
Mergers

15
Others

226+204+198+115+15=
Reflecting on trends in the last few years, companies were asked whether they saw any 
apparent changes in the areas of information reported. 65 did not respond. Most (293) said 
‘no’: only 55 saw apparent changes.

Yes

13+87+A13.3%
(55)

No

71+29+A80%
(293)

No response

16+84+A15.7%
(65)

The role that the Company Secretary played in facilitating shareholder communications or 
facilitating the investor relations team produced the following responses:

58+241=Only in response to 
sharesholders’ requests58

114+185=Through regular 
communications114 35+264=Do not have IR35

95+204=Through ad hoc 
communications95 23+276=Only when  

problem arises23

65+234=No response65 23+276=Not involved23
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Reporting executive pay
Around the world, the level of remuneration for directors and senior managers has become 
the focus of attention, and in many cases adverse comment and critical shareholder feedback.

Question: Is any degree of importance placed on communicating executive 
compensation matters to shareholders? 

The study then asked whether there were distinct strategies for keeping retail investors 
informed. 38% said there were, 62% said not. 

In other words, 
197 reported that 
communicating executive 
compensation matters 
to shareholders was very 
or somewhat important: 
whilst 131 felt it was not.

25+75+A25%
(82)

Somewhat 
unimportant

14+86+A14.3%
(47)

Very important

10+90+A9.8%
(32)

Unimportant

46+54+A45.7%
(150)

Somewhat important

5+95+A5.2%
(17)

Not communicated

“As a conglomerate with global operations, our company 
regards shareholder communications as a very serious 
matter. The HKICS report provides practical insight 
and certainly food for thought on this global topic. 
Shareholder communications is as much an art as a 
science for listed companies as suggested by the report. 
It is a facet of corporate governance that should not and 
cannot be overlooked.”

Edith Shih FCIS FCS(PE)

Head Group General Counsel 
and Company Secretary,
CK Hutchison Holdings Limited
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Reporting and reaching out to shareholders 
The Hong Kong Companies Ordinance and the listing rules of the HKSE lay down minimum 
requirements for the public reporting of company information. 31.2% of the companies 
responding to the survey said that they did not go beyond this requisite minimum. But the other 
68.9% confirmed that they ‘reached out with timely information beyond the requisite minimum.’

The regulations also require listed companies to hold various statutory meetings to keep 
investors informed and to provide a forum for their questions. Asked whether, aside from 
these statutory meetings, there were other forums for shareholders: 30.5% said ‘yes,’ 53.7% 
said ‘no,’ and 15.7% did not respond.

Steps taken by companies ‘to reach out to their shareholders’ were reported to be:

Communication with retail shareholders, typically private individuals who run their own 
portfolios, is notoriously difficult, and potentially expensive if beyond the communications 
available to all investors. 

Question: How do you believe that retail shareholders should be reached out to?

 

46+54+A46%
(151)

Only when 
needed

10+90+A9.5%
(31)

Somewhat 
reactive

28+72+A27.7%
(91)

Somewhat 
proactive

5+95+A4%
(13)

Reactive

12+88+A12.2%
(40)

Proactive

1+99+A0.6%
(2)

Others

101
Brokers

17
Others

245+116+101+17+126=
245

Company website
116

Central clearing
126

Direct mailing
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But using these communication channels involves a cost. Who should pay for the expense 
involved in reaching out to retail shareholders to achieve better engagement with them? 
Most respondents (191) felt that this was a legitimate company expense. But others thought 
that the government, the intermediary agents, or even the shareholders themselves should 
contribute, as follows:

Question: Do you believe that your board seeks feedback as to its business 
strategies from different types of shareholders? 

Some alternative answers were suggested.  The replies varied significantly:

In summary, 356 
companies reported some 
form of involvement, 271 
of them with institutional 
or significant investors. 
37 sought feedback on 
strategies from potential 
shareholders and the 
financial press. But 59 
reported no attempt to 
obtain feedback from any 
shareholders.

5+95+A
Institutional 

investors not actively 
involved in corporate 

governance issues

6+94+A6.4%
(32)

Retail shareholders

25+75+A25.3%
(127)

Significant investors* 
actively involved in 

corporate governance 
issues

29+71+A28.7%
(144)

Institutional investors 
actively involved in 

corporate governance 
issues

11+89+A
All of them

7+93+A7.4%
(37)

The financial press and 
potential shareholders

5+95+A5.2%
(26)

Significant investors* 
not actively involved 

in corporate 
governance issues

12+88+A

4.6%
(23)

None of them

10.6%
(53)

11.8%
(59)

21+79+A20.6%
(92)

The intermediaries

43+57+A42.7%
(191)

The company

9+91+A9.2%
(41)

The government

18+82+A17.9%
(80)

The shareholders

10+90+A9.6%
(43)

Not sure

*Significant investors include family trusts, 
hedge funds and private equity investors
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Finally, in this section of the questionnaire focusing on shareholder communications, 
respondents were asked:

Question: Overall, do you feel that shareholder communications are adequate? 

 

16%
adequate

17.2%
Somewhat adequate  

no need to  
improve

21.4%
Somewhat inadequate 

need to improve

34.1%
Somewhat adequate need to improve

2.6%
Inadequate no need 

to improve

5.8%
Somewhat inadequate 

no need to improve

2.9%
Inadequate need  

to improve

In other words, 33.2% of 
respondents thought that 
their communications 
with shareholders 
were adequate. 58.4% 
recognised that their 
communications with 
their shareholders were 
inadequate or ‘somewhat 
inadequate,’ and saw the 
need for improvement. But 
8.4% recognised that their 
communications were 
inadequate but saw no 
need for improvement. 

“In our business, we advise clients on shareholder 
communications. The report of HKICS is timely, and in 
line with regulatory push to put this topic on the agenda 
of stewards and investors. Communications, as the report 
suggests, have to be two ways, and the ‘five imperatives’ 
listed in the report are a good way to see this to fruition 
for the benefit of listed companies and those investing  
in them.”

Natalia Seng FCIS FCS (PE)

Chief Executive Officer
China & Hong Kong,
Tricor Group & Executive Director, 
Tricor Services Limited
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Imperative 4 - Formulate and regularly review shareholder 
engagement policies 
In earlier times the annual general meeting (AGM) of shareholders provided the 
opportunity for boards to meet with shareholders, present the results of the previous 
year, answer questions, and seek opinions. But the growth in shareholder numbers, 
their diversity, and geographical spread have made this an inadequate forum for real 
engagement. Moreover, increasingly adversarial shareholders, the development of investor 
advisory firms suggesting how shareholders should use their proxy votes, and pressure 
from commentators and regulators for shareholders to hold boards more to account have 
meant that the AGM is no longer really suitable for shareholder involvement. Moreover, 
shareholder stances at AGMs are not binding on companies: they are advisory or, at best, 
exhortatory. The appointment or renewal of directors remains the shareholders only 
real power: they can only comment on board decisions such as the strategic direction, 
investment policy, or executive compensation.

Question: Do you believe that there is a need to engage shareholders more 
effectively? 

Imperative 4 
Formulate and 
regularly review 
shareholder 
engagement 
policies

Although 92 felt 
that all shareholders 
should be involved, the 
majority (269) felt that 
engagement should be 
with institutional and 
long-term investors.

26.6% (129)
Institutional investors

4.7% (23)
Short-term investors

3.9% (19)
None of them29+27+4+18+5+8+9+A

28.9% (140)
Long-term shareholders

8.7% (42)
Passive shareholders

8.2% (40)
Retail shareholders

19% (92)
All of them
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Question: Should shareholders have a stewardship role to proactively engage with 
the company?

The issue then becomes how this might be done. Should companies encourage these investors 
to let them know their corporate policies on engagement and voting? 

Question: Do you welcome the communication of engagement and voting policies 
of your shareholders? 

39.7%
Yes

25.4%
No response

20.8%
Not sure

14.1%
No

Now the ‘yes’ replies 
(39.7%) were not much 
higher than the ‘no’ 
responses and ‘not sure’ 
responses (34.9%), with 
a significant 25.4% not 
answering the question.

Again, although 
58 thought that all 
shareholders had a 
stewardship role, the 
strong majority (291) 
expected the stewardship 
role to come from 
institutional and long-
term investors. 

29+71+A29.3%
(136)

Institutional investors

5+95+A5%
(23)

Passive shareholders

6+94+A6.3%
(29)

Retail shareholders

33+67+A33.5%
(155)

Long-term shareholders

6+94+A5.6%
(26)

Not sure

13+87+A12.5%
(58)

All of them

2+98+A2.2%
(10)

Short-term investors

6+94+A5.6%
(26)

None of them
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Question: Do you contemplate a need to work with proxy advisors and/or 
governance advisors in relation to company voting matters?

30+28+16+26+A
29.8%

Yes

16%
Not sure

27.6%
No response

26.6%
No

But involvement by shareholders in corporate matters can take many forms. In addition to 
rigorously voting shares at every opportunity, shareholders can:

• initiate a dialogue with the company

• submit resolutions for shareholder meetings

• campaign on company matters through the media 

• lobby corporate regulators on company issues
 
An innovative study4 by the Corporate Secretaries International Association (CSIA) in 2015 
suggested some practical steps that companies could take to engage with their investors:

• identify and maintain current records of the company’s largest investors, their 
governance point of contact, and voting policies

• understand investors’ concerns about corporate governance 

• draft and maintain a summary of the company’s corporate governance practices

• regularly reach out to institutional investors’ designated contacts regarding corporate 
governance and proxy voting

• regularly inform retail investors about the company’s corporate governance practices and 
welcome their input and dialogue with the company 

• develop a shareholder engagement policy and publish it on the corporate website

Now respondents were 
even less enthusiastic. 
42.6% said ‘no’ or ‘not 
sure’, 27.6% chose not  
to reply, and only 29.8% 
said ‘yes.’

4 Corporate Secretaries 
International Association, 
Shareholder engagement – 
practical steps for corporate 
secretaries, Geneva, 2015
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Question: Do you feel that shareholders, institutional investors are making more 
demands for information and are voicing their concerns more frequently? 

27.6%
Yes

20.6%
No

24.2%
Not sure

27.6%
No response

But responses were clearer when asked:

Question: Do you expect that there will be an increase in shareholder activism?

 

39+28+17+16+A
39%
Yes

27.6%
No response

17.2%
Not sure

16.2%
No

Only 27.6% agreed,  
whilst 44.8% said ‘no’ or 
‘not sure’ and 27.6% did 
not answer.

39% thought that there 
would be an increase in 
shareholder activism. 
33.4% thought not or 
were not sure, with 27.6% 
not responding.
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A fundamental question followed.

A fundamental question followed.
Question: Do you believe the benefits of engagement outweigh the costs?

The high percentage of ‘null’ and ‘depends on the topic’ responses suggests that this was a 
challenging issue for respondents. The ‘yes’ responses slightly outweigh the ‘no’ replies (114 
to 99). The need for more resources also suggests that professionalisation of shareholder 
engagement is still in its infancy.

“Shareholder engagement is an important subject as it is 
a key to listed companies’ long-term success. Although 
the SFC’s ‘Principles of Responsible Ownership’ are 
voluntary, shareholder stewardship is mandatory in home 
countries of many investors who actively participate in 
the Hong Kong Market. So Hong Kong listed companies 
should get to know their investors and their expectations, 
and make proactive efforts in shareholder engagement.”

James Wong

Chief Executive Officer, 
Computershare Asia

22+78+A21.8%
(90)

Yes

25+75+A24.9%
(103)

Depends on  
the topic

1+99+A1.5%
(6)

Depends on other 
matters

28+72+A27.6%
(114)

No response

100+A0.2%
(1)

No, not concerned

10+90+A9.7%
(40)

No

14+86+A14.3%
(59)

No, need more 
resource
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Recent surveys by the Investor Responsibility Research Center (IRRC) (2011 revised 2014) 
in the US reported that the level of engagement between investors and publicly-traded US 
corporations had reached an ‘all time high.’  By ‘engagement’ the IRRC survey meant ‘direct 
communication between the corporation and investors on specific topics’. Both sides reported 
high levels of satisfaction from the interaction. 

Also, recent topics for shareholder engagement in the US and the UK have included:

• allegedly excessive levels of executive compensation

• executive incentive schemes that emphasise short-term performance 

• de-emphasising quarterly earnings 

• calling for information on longer-term corporate strategies

• separation of the roles of chief executive and board chairman (still combined in some US 
corporations)

• board structure and board membership. 

Companies reported devoting more resources to shareholder engagement, often through 
an executive team with representatives of the corporate secretary’s office. Examples were 
also found where directors were personally involved, including in some cases the board 
chairman, the senior outside (non-executive) director, or the chairmen of the board’s audit or 
compensation committees.

The IRRC report concluded that ‘evidence suggests that overall engagement levels will 
continue to trend upward, as investors seek to better understand, and mitigate risks at, 
companies they intend to hold for the long term, while issuers seek to win support for 
company proposals, ward off activists, and keep shareholders happily invested in the stock.’

A recent development (press reports March 2016) has been major institutional investors, such 
as BlackRock, Fidelity, and Schroder, joining together in an Investment Association to engage 
with companies, challenging poor performance, allegedly excessive pay deals, and calling for 
information on longer-term corporate strategies rather than emphasising quarterly results. 
This notion of ‘collective engagement’ increases the potential power of large shareholders 
to hold companies to account. Further comments on the development of shareholder 
engagement are in Appendix 1.

 SEE
Appendix 1 provides 
a more detailed 
discussion of the 
evolution of shareholder 
communications and 
engagement.
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Imperative 5 - Review the responsibility and accountability for 
investor relations 
The final questions posed two practical issues.

Question: Do you currently have the resources to work with shareholders seeking  
a dialogue?

Question: Who in general will take a main interest in engagement with shareholders? 

Imperative 5 
Review the 
responsibility and 
accountability for 
investor relations 

114 respondents did 
not reply, but most 
felt the need for more 
resources (163), and 
others felt that whilst 
they had the resources, 
it would ‘depend on the 
circumstances’.

22+78+A21.5%
(89)

Yes, need more 
resource

5+95+A5%
(21)

No, not 
concerned

13+87+A12.8%
(53)

Depends on the 
extent of engaging 
with the company

28+72+A27.6%
(114)

No response

1+99+A1%
(4)

Depends on other 
matters

18+82+A17.9%
(74)

No, need more 
resource

14+86+A14%
(58)

Yes, resource 
sufficient

23+77+A23.4%
(70)

CEO

2+98+A2%
(6)

CRO

2+98+A2%
(6)

External IR

23+77+A23.1%
(69)

Company Secretary

14+86+A13.7%
(41)

CFO

1+99+A1%
(3)

Others

3+97+A2.7%
(8)

General Counsel

32+68+A
Head of IR

32.1%
(96)
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In many cases, the Company Secretary plays a fundamental role. Under the corporate governance 
code and corporate governance report (CG Code) of the listing rules of the HKSE, Company 
Secretaries are expected to advise their board on governance matters, including the board’s 
responsibility to maintain an on-going dialogue with shareholders. The increasing significance of 
an investor relations function, which seldom existed a few years ago, is apparent. 

Creating an investor relations strategy
To be effective, an investor relations strategy needs both managing and governing. The 
following issues need to be considered:

• establish who is responsible for investor relations. This might be a separate investor 
relations function led by an investor relations officer or part of the responsibility of 
another senior executive, for example the CFO, the Company Secretary, or another 
top executive

• establish to whom they report. Depending on the organisational arrangements, 
this might be the CEO, the CFO, the board chairman, a board level investor relations 
committee, or even the entire board

• formulate objectives and performance measures for investor relations. What are 
we as a company trying to achieve? How might these objectives be measured? Can 
Key Performance Indicators5 (KPIs) be established?

• create shareholder communications policies

• create shareholder engagement policies

• provide resources: a budget for the investor relations activities. As we saw in the 
previous section, companies reported devoting more resources to shareholder 
engagement.

Non-executive (outside) directors may also be involved in investor relations, including, for 
example, the board chairman, the senior outside (non-executive) directors, or the chairmen  
of the board’s audit or compensation committees, depending on the circumstances.

5 Key performance indicators are 
measures or indices that reflect 
the development, performance or 
position of the company’s business.

The increasing 
significance of an 
investor relations 
function, which 
seldom existed a 
few years ago, is 
apparent. 
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3. Some final thoughts

Breaking the monologue for a dialogue – it takes the listed 
companies, regulators and shareholders 
This report has shown that there is an issue with a sizeable proportion of listed companies 
which take shareholder communications as a matter of compliance, rather than a 
commitment. This creates a disconnect with regulatory push and perceived importance on 
issues like responsible ownership. The fundamental question remains that if you do not know 
your audience or what they want, how can you frame your message? To break the monologue 
for a dialogue requires the participation of listed companies, regulators and shareholders. 

For listed companies, the ‘five imperatives’
For listed companies, the consideration of the five high-level imperatives by boards and senior 
management is a way forward, and there is need to:

For regulators, pushing for quality
For the regulators, in view of apparent shortcomings in the underlying commitment by 
a sizeable proportion of listed companies as to shareholder communications, they might 
consider less emphasis, perhaps a pause, on regulating the volume and scope of reporting,  
and place greater weight on quality, requiring listed companies to explain how they realise 
their commitment to shareholder communications. This would include listed companies 
specifically reporting on their performance and progress in regards to the ‘five imperatives’ 
suggested above.

For shareholders, they need to engage
The reality is that effective communication is a dialogue and a shareholder relationship, like 
any relationship, can only function through the efforts of both sides. Thus, shareholders need 
to express their needs and expectations regarding investor relations to listed companies, 
to provide feedback, positive and negative, on the information they receive. To be effective 
this must be routed from a sufficiently senior level (in the case of an institutional, state or 
corporate investor) to make it clear that the shareholder attaches a similar importance to the 

5 imperatives for 
better shareholder 
communications

1 Develop an investor relations strategy within the corporate strategy

2 Know and regularly review the shareholder base

3 Formulate and regularly review shareholder communications policies

4 Formulate and regularly review shareholder engagement policies

5 Review the responsibility and accountability for investor relations
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subject that it expects from the company itself. These approaches are consistent with the SFC’s 
voluntary ‘Principles of Responsible Ownership’.

After all, corporate communication exists for listed companies to provide shareholders with 
information and insight regarding the performance and prospects of the companies they 
own. It is for their benefit and they bear the entire cost. If shareholders do not offer feedback 
on that communication then it is an inefficient, potentially even ineffective, allocation of 
corporate time, resources and money.

A final thought 
A final thought is that the subject of shareholder communications and relations raises issues 
related to the manner in which, in an extraordinarily complex, fast moving and vast scale 
corporate world, shareholders can exercise their rights of ownership in an informed manner 
and the extent to which they can either control or merely rely upon the stewardship of their 
property by boards and executive management. This in turn provokes questions about the 
effectiveness and relevance of a historic corporate model in our modern world - questions 
which deserve airing in further study.

“Hermes EOS is pleased to know that companies believe 
institutional and long-term shareholders have an active 
stewardship role to play. We support the recommendation 
that board level attention is needed with the involvement 
of non-executive directors. This resonates with our 
philosophy and approach to engagement shared with 
companies and their board directors, albeit as HKICS 
suggests, more still needs to be done.”

Professor Christine Chow 
Ph.D.

Associate Director, Hermes EOS
Hermes Investment 
Management
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Appendix 1 - Survey background

The survey sought responses to 45 questions from Company Secretaries and others in a 
position to explain the practices of companies listed on the Hong Kong, Shenzhen or Shanghai 
stock exchanges.  

Where the surveyed companies were listed
There were 413 respondents to the questionnaire. The majority of companies were listed on 
the Hong Kong main board, as expected. 

However, 30% of the respondents did not answer this question, so it might be assumed that 
many of these also had a Hong Kong listing. Another 6% were listed in both Hong Kong and 
another exchange, such as London or New York. 5.6% were companies listed on the Hong 
Kong GEM board. The number of responses from companies listed in Shenzhen and Shanghai 
was small and the research results do not provide significant insight into shareholder 
communications practices in companies listed on the Shenzhen or Shanghai boards.

Ownership of the companies in the survey
Respondents were asked whether their company had substantial shareholders, defined 
as those owning 10% or more of the voting equity. Just over half said that they did not 
(54.8%, 226 companies). Of the others, 84 companies (20.3%) had a significant family 
ownership, reflecting ownership patterns that are quite usual in Hong Kong. 15 companies 
(3.6%) reported significant institutional investment, and 4 companies (1%) had significant 
government ownership. The following chart illustrates these ownership patterns.

212+124+24+23+18+3+3+2+2+1+1=
Shanghai 
A-share

3
0.7%

Shenzhen 
B-share

1
0.2% No response

124
30%

Three Listings 
(Hong Kong)

3
0.7%

Shenzhen 
B-Board

1
0.2% 

Two Listings 
(Hong Kong)

24
5.8%

Shenzhen 
A-share

2
0.5%

Hong Kong 
GEM Board

23
5.6%

Other 
Exchanges

18
4.5%

Shenzhen  
SME Board

2
0.5%

Hong Kong 
Main Board

212
51.3%

Institutional 
investor

15
3.6%

SOE/SOE 
owned

84
20.3%

Government/ 
government owned

4
1%

226+84+84+15+4=
Family/ 
family owned

84
20.3%

No response
226

54.8%
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212+124+24+23+18+3+3+2+2+1+1=

The size of the surveyed companies 
The following two charts, which show the stock market capitalisation (HK$ billion) and the 
number of employees, indicate the size of responding companies. 36.8% of the respondents 
did not answer these questions.

36+8+3+5+4+6+9+6+7+7+9+A
50-99
2.7%

250-499
3.9%

500-999
6.3%

1000-2499
9.2%

2500-4999
6.1%

5000-9999
6.8%

10000-29999
6.5%

Above 30000
9%

Below 50
7.5%

No response
36.8%

37+9+6+5+10+6+5+7+15+A
No response

36.8%

6.3%
50B-100B

7%
1B-2.5B

10.2%
10B-25B

4.6%
25B-50B

9.5% 
Above 100B

14.5%
Under 1B

5.8%
5B-10B

5.3%
2.5B-5B

Stock market 
capitalisation 
(HK$ billion)

Number of 
employees

Company size Market capitalisation No. of respondent % responded

Small Under HK$2.5 billion 89 21.5%

Medium HK$2.5 billion to 
HK$50 billion

107 25.9%

Large Above HK$50 billion 65 15.8%

 

The respondents’ profile 
Respondents noted their position in their organisation by describing to whom they reported: 

In other words, 233 of 
the respondents reported 
directly to the Chairman, 
the CEO, or CFO, while a 
further 79 reported to the 
Company Secretary. The 
remaining 49 reported to 
various people, with some 
respondents noting more 
than one reporting line.

79+67+87+79+5+11+8+25=
Compliance 
Officer

5
1.4% Others

25
6.9% CFO

67
18.6%

COO
11
3%

Chairman
87

24.1%

Company 
Secretary

79
21.9%

General 
Counsel

8
2.2%

CEO
79

21.9%

100-249
5.2%



Shareholder Communications for Listed Issuers – Five Imperatives to Break the Monologue 32

The number of people reporting to respondents also provided an indication of their status.

Asked whether they were a member of senior management, the responses were:

“This survey report is insightful and informative on 
shareholder communications by listed companies in Hong 
Kong. There is a definite need to find out who are their 
shareholders and starting a conversation to understand 
shareholder concerns. These are important steps in 
building a relationship with investors for listed companies 
in the Hong Kong market.”

Vivek Aranha

Chief Executive Officer,  
Asia Hong Kong,  
Orient Capital Pty Limited

No response

37+63+A36.8%

20-30

2+98+A1.7%

0

10+90+A10.3%

30-50

1+99+A1.2%

1-10

41+59+A41.7%

50-100

1+99+A0.5%

over 100

10-20

6+94+A5.8%

2+98+A2%

38+62+A37.9%

No

54+46+A54%

Yes

8+92+A8.1%

Not sure
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Appendix 2 - The significance 
of the Hong Kong stock market

 
To put the findings of the survey in context, it might be useful to recognise the 
significance of the Hong Kong stock market.

The Global Financial Centres Index, covering 86 financial centres around the world, 
ranked Hong Kong in the top four, with London first (800 points), followed by New 
York (792), with Singapore (755) and Hong Kong (753) ranking virtually equal in 
significance.

In April 2016, the HKSE listed 1,663 companies on its main board, and 231 on its 
growth enterprise market (GEM board). Total market capitalisation was around 
HK$23,000 billion (US$3,000 billion) on its main board and HK$260 billion 
(US$33 billion) on the GEM board.

These figures included 208 (main board) and 23 (GEM board) companies 
incorporated in Mainland China and listed in Hong Kong. Their shares that are 
traded in Hong Kong are typically known as H-shares. Many of these companies 
also list on the Shanghai or Shenzhen exchanges, where their shares are referred to 
as A-shares. 

A further 145 companies listed on Hong Kong’s main board (GEM board 6) were 
incorporated offshore although their activities are based in Mainland China. These 
shares are typically known as ‘red chip’ stocks. Red chip companies are currently 
not allowed to trade on the Shanghai or Shenzhen A-share markets.

For comparison, in April 2016, Shanghai Stock Exchange listed 1,083 companies,  
with a market capitalisation of just over RMB25,000 billion (US$3,865 billion) 
and Shenzhen 1,750 companies, with a market capitalisation of around 
RMB20,000 billion (US$3,090 billion).

Given the significance of the Hong Kong market in world finance, this survey and 
its conclusions could have a relevance to and an influence on corporate governance 
thinking well beyond Hong Kong and Mainland China.
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Appendix 3 - History of 
shareholder communications 

The original joint-stock limited liability company was a brilliant idea of the mid-19th century 
- incorporate a business as a separate entity, give it many of the legal rights of a person, 
but limit the exposure of its owners to business debt. In the UK, the first limited liability act 
was enacted in 1855, and the idea was reflected in the laws of some of the states after the 
American Civil War in1865. 

The shareholders in those early companies were individuals, typically relatively close to their 
company. The shareholders met to appoint the directors, who reported to them regularly on 
their stewardship over the business with a short directors’ report, supported by a profit and 
loss account and a balance sheet, which was audited by shareholder representatives. Company 
law laid down the minimum information to be disclosed.

The original concept of the company proved superbly successful. But 160 years later, public 
listed companies are typically large complex groups, with management in subsidiary and 
associated companies around the world. Research6 back in the 1980s showed that the top 
50 UK listed companies had 4,613 subsidiary companies between them, with the subsidiary 
companies owning their own subsidiaries down to level eleven in one case.  Today, through 
mergers and acquisitions, corporate growth, and global business activity, the situation is even 
more complex.

Corporate reporting in the United States7 
Companies in the US are incorporated at the state level, with each state having its own 
companies’ law. In addition, federal oversight of listed companies is provided by the Securities 
and Exchange Commission (SEC), which was set up in 1934, after the stock market crash of 
1929 and the Great Depression that followed. 

The mission of the SEC is to protect investors, to maintain fair, orderly, and efficient markets, 
and to facilitate capital formation. To achieve this protection for investors, the SEC requires 
public companies to disclose financial and other information that is then publicly available. 

Over the years, the SEC developed an extensive corporate governance regime for the US 
listed companies. Then came the collapse in 2001 of massive public companies such as Enron, 
WorldCom, Tyco, Waste Management, and the failure of the ‘big five’ auditor Arthur Andersen. 
The response from the US government was the Sarbanes-Oxley Act (SOX) of 2002. 

Known colloquially as SOX, this is probably the most influential piece of companies’ legislation 
in the world to date, not least because it emphasised the US belief that the regulation of 
corporate governance should be under the law, not through discretionary codes, as elsewhere 
in the world, as we will see. 

SOX required certification of internal auditing, increased financial disclosure, and imposed 
criminal and civil penalties on directors for non-compliance. It applied to all companies listed 
in the US, whether resident in the US or abroad. Section 404 of SOX required management to 
produce a report on the company’s internal controls as part of the annual report, affirming 
‘the responsibility of management for establishing and maintaining an adequate internal 
control structure and procedures for financial reporting’. The report must also ‘contain an 

6 Tricker, R. I. (1984), Corporate Governance, 
London, Gower Publishing Company.

7 This section has been adapted from Tricker, 
Bob (2015 3rd edition), Corporate Governance 
– principles, policies, and practices, Oxford 
University Press.
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assessment of the effectiveness of the internal control structure and procedures . . . for 
financial reporting’. Independent external auditors must also attest to management’s internal 
control assessment. 

SOX also established:

• new standards for boards and their audit committees

• new independence standards for external auditors

• a Public Company Accounting Oversight Board (PCAOB), to oversee public accounting 
firms and to issue accounting standards overseen by the SEC.

The SOX legislation was incorporated into the New York Stock Exchange’s corporate governance 
rules in 2003 and 2004. SOX undoubtedly focused attention on corporate governance in the US, 
reduced risk of financial fraud, and improved accuracy in financial reports. 

Unfortunately, SOX did not prevent the global financial crisis, starting in 2008, in which the 
US companies such as Lehman Brothers failed and American International Group, Fannie Mae, 
Freddie Mac and others were bailed-out by the US government. The result was further federal 
legislation. The Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010, called 
by some SOX 2, was enacted to improve American financial regulation and the governance of 
the US financial services industry. In the words of Mary L Schapiro, the then chairperson of 
the SEC: ‘This law creates a new, more effective regulatory structure, fills a host of regulatory 
gaps, brings greater public transparency and market accountability to the financial system, 
and gives investors important protections and greater input into corporate governance.’

Corporate reporting in the United Kingdom
Back in 1975, the UK’s Accounting Standards Steering Committee produced a report – The 
Corporate Report – which proposed that all large economic entities should produce regular 
accountability reports to all stakeholder groups whose interests might be affected by the 
decisions of that entity. The political implications of such a heroic idea quickly relegated that 
report to the archives.

As in the US, company law and the stock exchange regulations determine the minimum 
requirements for corporate reporting by the UK listed companies. However, unlike the US, the 
UK adopted a principles-based code, rather than a legal rule-based approach to corporate 
governance, as have many other jurisdictions including, of course, Hong Kong. The basis of 
all these codes is voluntary adherence to good governance practices, and reporting that the 
company has followed the code or, if not, explaining why. 

The first corporate governance code, written for the UK in 1992 by the late Sir Adrian Cadbury, 
was a response to growing concerns about the governance of the UK companies. The Cadbury 
Report proposed many of the notions that are commonplace today: the significance of 
independent non-executive (outside) directors, creating board audit committees, nomination 
committees, and remuneration committees, and separating the roles of board chairman from 
chief executive. 
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However, the Cadbury Report did not cover some aspects of corporate governance that are 
relevant to this study. It did not address, for example, shareholder communications or integrated, 
narrative reporting to shareholders. In fact, Sir Adrian always pointed out that there were many 
aspects of governing a company that were not in the code emphasising that his report was 
titled ‘The financial aspects of corporate governance.’ The Cadbury Code was quickly followed by 
corporate governance codes in many other countries. The Hong Kong code was much influenced 
by the Cadbury Report.

Prior to 2006, company law in the UK required directors to act in the best interests of the 
company, which effectively meant in the interest of the shareholders - in other words, by 
attempting to maximise shareholder value. But the Companies Act 2006 specifically spelled out 
a statutory duty to recognise the effect of board decisions on a wider public. For the first time 
in the UK company law, corporate social responsibilities (CSR) were included among the formal 
duties of company directors:

A director of a company must act in the way he considers, in good faith, would be most likely to 
promote the success of the company for the benefit of its members as a whole, and in doing so 
have regard to:

a. the likely consequences of any decision in the long-term

b. the interests of the company’s employees

c. the need to foster the company’s business relations with suppliers, customers and others

d. the impact of the company’s operations on the community and the environment

e. the desirability of the company maintaining a reputation for high standards of business 
conduct, and

f. the need to act fairly as between members of the company.

Thus the UK company law now requires companies to consider employees, suppliers, customers, 
and other business partners, as well as the community and the environment, in their decisions.

The UK company law requires major companies to publish an annual report with financial 
statements, a strategic report, and a directors’ report to provide shareholders with information 
relevant to assessing the directors’ stewardship and making resource allocation decisions. 

Recognising recent developments in narrative reporting, the UK’s Financial Reporting Council 
(FRC) published guidance on the strategic report in 2014. This guidance provided a statement 
of best practice, set out principles for companies ‘to tell their story’, as the FRC put it, and 
suggested that the basic elements of the strategic report are strategic management, business 
environment, and business performance. 

The strategic report, the FRC suggested should include information about:

• the company’s objectives and its strategy for achieving them

• the company’s business model: how it generates and preserves value
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• an explanation of the main trends and factors affecting the company

• an analysis of the development and past performance of the business, using key 
performance indicators

• a description of the principal risks facing the company and how they might affect its future 
prospects. 

The FRC also suggested that the strategic report should include information on:  

• environmental matters, showing the impact of the business on the environment

• the company’s employees

• social, community and human rights issues. 

This information should include a description of relevant policies on these matters and the 
effectiveness of those policies. 

The FRC recognised that some users require a greater level of detail, so suggested that ‘the 
strategic report should be considered as the top layer of information for shareholders, where 
appropriate enabling shareholders to ‘drill down’ to more detailed complementary information.’ 

Corporate reporting in South Africa
South Africa, on the initiative of its Institute of Directors, produced three quite innovative 
corporate governance codes and is working on the fourth. The committee producing the reports 
was chaired by Supreme Court Judge Mervyn King, which are, consequently, known as the King 
reports. King l was published in 1994 and called for:

• an integrated approach to reporting that recognised all the stakeholders in the company as 
well as the shareholders

• a board mandate with policies on board structure and the role of non-executive directors

• a company code of ethics.

King II, published in 2002, called for a corporate sustainability report, which discussed 
the company’s’ approach to strategies and policies on sustainability. It also emphasised 
the importance of risk management.  Some of the aspects in King II were subsequently 
incorporated into the South African company law, although the principles approach was 
maintained for the code.

King III called for the relationship between corporate strategy, sustainability and corporate 
governance to be recognised and reported in an integrated way. King III also introduced:

• the evaluation of directors and board performance

• governance aspects of information technology

• policies on business rescue.
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An introduction to King lV Part 1 was published in August 2016 with more to follow.

King III (2008) introduced the phrase ‘integrated reporting’ calling for companies to report on their 
non-financial performance. The listing rules of the Johannesburg Stock Exchange now require 
listed companies to publish integrated reports.

Corporate reporting in the European Union 
A European Union Directive (2014/95/EU), applying to all member countries8, has the title: 
Disclosure of non-financial and diversity information by certain large undertakings and groups. It 
came into force in December 2014 and applies to all ‘public-interest entities’ with more than 500 
employees in European Union (EU) countries. Public-interest entities9 are defined as companies 
listed on EU stock markets, some unlisted companies such as credit institutions and insurance 
companies, and entities that ‘are of significant public relevance because of the nature of their 
business, their size or the number of their employees.’

The disclosure directive called for the provision of non-financial information to increase corporate 
transparency including:

• a brief description of the undertaking’s business model

• a description of the policies pursued by the undertaking, including due diligence  
processes involved

• the outcome of those policies

• the principal risks linked to the undertaking’s operations, including where relevant, its 
business relationships, products or services which might have adverse impacts, and how the 
undertaking manages those risks

• non-financial key performance indicators relevant to the particular business.

Article 1 of the disclosure directive also calls for information on environmental, social and employee 
matters, respect for human rights, and anti-corruption and bribery issues. The European Commission 
was asked to produce a set of relevant guidelines and conducted a public consultation10. In their 
submission to the EU, the UK Financial Reporting Council confirmed their commitment to ‘clear and 
concise reporting’ on a principles-based basis rather than a set of rules.

Corporate reporting in Hong Kong
Details of the corporate reporting requirements in the Hong Kong Companies Ordinance and the 
listing rules of the HKSE are in Appendix 4. 

United Nations calls for economic, social, and environmental reporting 
In 1983, the United Nations (UN) convened a World Commission on Environment and 
Development, named the Brundtland Commission, after its chairman. The Commission addressed 
growing concern ‘about the accelerating deterioration of the human environment and natural 
resources, and the consequences of that deterioration for economic and social development’. The 
Commission defined sustainable development as ‘development that meets the needs of the present 
without compromising the ability of future generations to meet their own needs’.

8 The member states of the European 
Union are Austria, Belgium, Bulgaria, 
Croatia, Republic of Cyprus, Czech 
Republic, Denmark, Estonia, Finland, 
France, Germany, Greece, Hungary, 
Ireland, Italy, Latvia, Lithuania, 
Luxembourg, Malta, Netherlands, 
Poland, Portugal, Romania, Slovakia, 
Slovenia, Spain, Sweden and the UK, 
which voted to leave the EU in a 
referendum in June 2016.

9 European Union Directive 2013/34/EU 
Article 2.

10 Public consultation on non-binding 
guidelines on methodology for 
reporting non-financial information, 
Brussels, April 2016
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Some companies, which support sustainability, talk about their triple bottom line, striving for 
sound performance in three areas - economic, social, and environmental. Some add ‘in the 
long-term’, recognising that it is possible to achieve acceptable short-term results, but to leave 
business successors and future generations with inherited problems. Others have called this a 
‘profits, people, and planet’ approach to corporate performance, and report accordingly. 

The UN Principles for Responsible Investment11 (PRI) were developed by an international group 
of institutional investors, regulators, and standard setters from twelve countries convened in 
2006 by the United Nations Secretary-General. The Principles call for companies to consider 
environmental, social, and governance (ESG) issues and risks in their strategic decision-making 
and to report their participation on a ‘comply or explain’ basis. 

The PRI mission states: ‘We believe that an economically-efficient, sustainable global financial 
system is a necessity for long-term value creation. Such a system will reward long-term, 
responsible investment and benefit the environment and society as a whole. The PRI will work 
to achieve this sustainable global financial system by encouraging adoption of the Principles 
and collaboration on their implementation; by fostering good governance, integrity and 
accountability; and by addressing obstacles to a sustainable financial system that lie within 
market practices, structures and regulation.’ 

The UN continues to support PRI through the UN Environment Programme Finance 
Initiative12 (UNEP FI) and UN Global Compact. UNEP FI is a global partnership between the 
UN and financial sectors around the world. Nearly 200 financial institutions work with 
UNEP to understand the impacts of environmental and social considerations on financial 
performance. The programme has developed a set of statements, covering the environment 
and sustainable development that participating organisations accept. The UN Global 
Compact13 is a strategic initiative for businesses that commit to aligning their strategies and 
operations with ten universally-accepted principles in the areas of human rights, labour, 
environment, and anti-corruption.

The UN Global Compact initiated the Global Reporting Initiative (GRI), which is a worldwide, 
multi-stakeholder network aimed to create and develop a sustainability reporting framework, 
in which business, civil society, labour, investors, accountants, and others collaborate. The 
GRI is based on the underlying belief that reporting on economic, environmental, and social 
performance by all organisations should be as routine and comparable as financial reporting. The 
GRI guidelines cover standardised reporting of environmental issues, such as the use of energy, 
biodiversity, and emissions, both for the reporting company and its supply chain.

The fourth GRI reporting guidelines were published in 2013. These emphasised the importance for 
companies to report the things that mattered, not everything they measured; that reports needed 
to be aligned with and shown to be part of companies’ strategies; and that assurance was needed 
on the reliance that could be placed on the data provided.  Such reporting needs to be seen by 
companies as enhancing their performance and their value, not as yet another business expense.

The GRI has been adopted by organisations around the world: hundreds of companies in many 
countries now produce sustainability reports using the GRI framework. In addition, many other 

11 The Principles can be found online at  
http://unpri.org/about/

12 www.unepfi.org and http://www.unepfi.org/
about/statements/

13 www.unglobalcompact.org,  
www.globalreporting.org  
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companies, particularly those operating globally, have developed their own approaches to 
environmental and sustainability reporting.

As corporate sustainability becomes increasingly important, systems are being developed to 
manage the masses of data involved in producing regular CSR and sustainability reports. 

Integrated reporting
By the 1980s, it had become clear that the classical directors’ report about the past year’s 
financial performance, supported by a profit and loss account and balance sheet failed to provide 
sufficient information for the market to value a company and for investors to make their buy, 
sell, or retain decisions rationally. Financial reporting was about the past; about the directors’ 
stewardship of shareholders’ funds over the previous year. Investors needed information to 
assess the future.  

Moreover, traditional financial reports, even though they were now emblazoned with footnotes 
and enhanced by years of evolving international accounting standards, said nothing about the 
company’s competitors, the value of its experienced employees, or its investment in intellectual 
knowledge, brands, or information systems.  They carried no information about the risks facing 
the company – economic, political, or environmental.  There was no mention of potential 
scarcities of energy or raw materials for manufacturing companies, nor were the shortage of 
skilled knowledge workers or threats of systems breakdown mentioned in service industry firms. 

Many companies did, of course, publish additional reports supplementing their financial accounts; 
and regulators required further reports – a report on the company’s internal controls in the US 
(SEC), a strategic report in the UK (FRC), a sustainability report in South Africa (King II).  

Calls for companies to report on their non-financial performance grew, particularly about 
corporate social responsibility, the sustainability of their activities, and the effects they had on 
the societies in which they operated. Reporting on environmental, social and governance (ESG) 
became a significant issue. The Australian Securities Exchange, and the stock exchanges of 
Malaysia, Shanghai, Shenzhen, among others called for ESG reports. Denmark also now requires 
major companies to report on non-financial aspects of their performance in their annual reports. 
According to the UK Ethical Corporation14, CSR and sustainability reporting became more 
strategic for large innovative corporations, but a gap has appeared between them and other 
companies struggling to comply.

In 2009, the International Corporate Governance Network15 (ICGN) published guidance on the 
reporting of non-financial matters:

‘The ICGN believes that reporting of relevant and material non-financial information is 
an essential part of the disclosure required to enable shareowners and investors to make 
informed investment decisions. We use the term ‘non-financial’ to refer to information 
relevant to the assessment of economic value, but which does not fit easily into the 
traditional accounting framework. In a fast-changing, globalising world, information 
material to investor decision-making is becoming increasingly diverse and dynamic. Long-
term success in managing a business in today’s complex economic, environmental, and 

14 www.ethicalcorp.com

15 www.icgn.org 
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social landscape is increasingly dependent on factors not reflected in financial statements 
and in some instances thought to be outside the corporation’s sphere of concern.’

The ICGN suggested some issues that need to be considered in integrated reporting:

• who is the report intended for – shareholders and the stock markets (almost certainly), 
employees, customers, and other contractual stakeholders (very likely), other interest 
groups including the media, and the general public (possibly)

• why are we publishing this report, what story do we want to tell

• what material should be included – business strategic achievements, capacity, and 
issues, key policies, plans and prospects (almost certainly); governance reporting – 
board and board committee membership and activities, shareholder matters (almost 
certainly);  remuneration reporting (at least to the mandatory level), human resource 
information including employee standards, turnover, working conditions and welfare, 
policies on diversity and youth recruitment, health and safety records, training 
improvements (very likely); product, sales and market information, customer relations 
(very likely); environmental information such as carbon footprint and other emissions, 
energy usage, resource scarcity, improvements in waste management, possible effects 
of climate change, sustainability issues, and corporate social contributions including 
community involvement and charitable projects (probably); supply chain matters, 
government or regulatory issues, ethical and anti-corruption policies, media and other 
societal concerns (possibly)

• does the information provided meet the minimum requirements for reporting under 
the law, by the regulatory authorities, and other mandatory demands such as the stock 
exchange listing rules

• does the report avoid the criticism of being merely a compliance and ‘box-ticking’ 
response to demands for information from various sources

• is the level of detail and writing style appropriate for the intended readership

• is the information provided coherent, is it interesting, does it flow as an integrated 
dialogue, or is it a disparate set of unconnected commentaries, is it too long

• does the final integrated report really inform the intended readership; will they read it

• how and where should the report be published - as a hard-copy report (almost 
certainly): on the company’s website (very probably), through the social media (quite 
likely); other forms of publication (possibly). Should it be advertised and made readily 
available to interested parties?

In short, the financial situation of a company is reflected in the figures in its published accounts. 
Over the years, around the world, this information has become more detailed and complex as 
company ordinances, regulatory demands, and the requirements of accounting standards have 
increased. But financial accounts reflect corporate performance over the period of the accounts 
and the financial situation at the date of the balance sheet. With very few exceptions, these 
financial reports say little about the future financial situation facing the company, the risks 
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and exposures it faces, its strengths and weaknesses in products and services, its labour force, 
supply chain, technology, information and control systems, corporate governance, or about the 
competition. Piecemeal attempts have been made to provide additional information in ever more 
footnotes to the routine accounts, and by the creation of additional reports on various subjects.

Integrated reporting is an attempt to overcome this challenge by producing a narrative report, 
which tells a coherent, linked corporate story. Typically starting with a broad overview of the 
company and its aims, an integrated report develops the detail as the tale unfolds. It needs 
to flow, with a series of signposts to more detailed information if necessary.  An integrated 
corporate report reflects the corporate culture and is a board level responsibility. A danger of 
integrated reporting is that the report becomes a public relations exercise, demonstrating the 
company’s good citizenship, concern for of sustainability, and environmental concern. 
 
On shareholder engagement
The pioneers of shareholder engagement were radical groups and religious organisations 
who used their shareholder votes to pressurise companies to change policies with which 
they disagreed, for example trading in weapons or tobacco and alcohol. The movement to 
encourage corporate social responsibility introduced the notion of stakeholder engagement. 
The argument was that to act responsibly a company should engage with each of the 
stakeholders affected by its actions, aligning business practices with societal expectations.

Before the failure of the US companies such as Enron and Waste Management in the early 2000s, 
and the bailout of financial institutions and the collapse of Lehman Brothers a few years later, 
most institutional investors did not involve themselves directly in the governance of companies in 
which they invested. But subsequently many felt the need to be more closely involved. 

Shareholders and others who provide finance for a business clearly rank among that 
company’s stakeholders. Some writers argue that the more a company engages with its 
stakeholders, the more socially responsible it must be and the better its chances of long-
term sustainability and increasing shareholder value. However, research16 on the topic has 
challenged that notion. More reporting does not necessarily lead to better relationships. Many 
factors influence interactions between companies and their investors.

But corporate reporting, shareholder communications, and investor relations have tended to 
be piecemeal. A new approach was needed, which was the rationale for this study. 

Communication media
Historically, communication with shareholders has used print. However in recent years, 
opportunities for communication have, clearly, expanded dramatically. No longer reliant on 
the printed word alone, companies have access to the internet, using corporate web-sites, 
dedicated investor relations websites, the stock exchange website, email, and social media, 
such as Facebook and Twitter.

Electronic communication between companies and shareholders is permitted by the HKSE 
rules17 which allows companies to communicate with their shareholders electronically, 
subject to certain safeguards. 

16 Greenwood, Michelle, 
Stakeholder Engagement: 
beyond the myth of corporate 
responsibility, Journal of 
Business Ethics (2007) 
74:315-317, Springer.

17 Rule 2.07A (2A) effective 
from 1 January 2009.
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To be effective, an investor relations website needs to be multi-faceted and have sufficient 
depth. Multi-faceted means providing access to all the information that a company wants 
to make available to the users of the site. Depth allows the casual user to obtain an overview 
with lower levels allowing the most sophisticated analyst to drill down to the detail that the 
company is prepared to disclose. Eventually, it is possible that such websites will replace the 
printed word, just as electronic records have replaced paper shareholder certificates.

The HKICS published guidance notes in March and June 2009 on the discretionary opportunities 
available to investment relations officers, such as press releases, corporate websites including 
dedicated investor relations pages, company presentations, group briefings, and meetings ‘one-
on-one’ with individuals. Such opportunities could be used, the notes suggested ‘to provide 
background to support the already publicly disclosed information, as well to articulate:

• Long-term strategy

• Organisation history, vision, and goals

• Management philosophy and the strength and depth of management

• Competitive advantages and risks

• Industry trends and issues

• Key profit drivers in the business.

But there is an inevitable dilemma in such discretionary communication: how to provide 
meaningful information without giving undue advantage to the recipient by disclosing 
information that could affect the company’s share price. Such ‘price-sensitive’ information 
should be available to the entire investment community. 

The HKICS guidance notes address this challenge in some detail, explaining how to conduct 
meetings with analysts, how to respond to questions from analysts about future earnings, and 
reacting to analysts’ draft reports, correcting any forecasts they might have made about the 
company and its prospects. Part ll of the HKICS guidance notes provides a series of short case 
studies of potentially price-sensitive situations, the way they were handled, and the reaction 
of the HKSE and the market.

The HKICS guidance notes suggest that companies should establish, implement, and publish 
a formal disclosure policy. Such a policy should be ‘in line with the entity’s corporate 
governance policy, cleared by a corporate compliance officer and, if appropriate, by their 
professional advisers.’ If developed, such a disclosure policy would form part of the company’s 
shareholder communications policies and be consistent with the investor relations strategy.
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Appendix 4 - Requirements of the 
Companies Ordinance/Listing Rules 

Responsibility of the board for shareholder communications
The formal requirements for the disclosure of information by companies listed on HKSE come 
from Hong Kong’s Companies Ordinance and the listing rules of the HKSE. 

Hong Kong’s Companies Ordinance (Cap622)

The current version of the Hong Kong Companies Ordinance, which came into effect in March 
2014, calls for the publication of a directors’ report for the financial year containing a business 
review that should consist of:

• a fair review of the company’s business 

• a description of the principal risks and uncertainties facing the company 

• particulars of important events affecting the company that have occurred since the end 
of the financial year 

• an indication of likely future development in the company’s business.

Further, to assist the understanding of the development, performance, and position of the 
company’s business, a business review must also include:

• an analysis using financial key performance indicators18 

• a discussion of:

 º the company’s environmental policies and performance

 º the company’s compliance with the relevant laws and regulations that have a 
significant impact on the company 

 º an account of the company’s key relationships with its employees, customers and 
suppliers and others that have a significant impact on the company and on which 
the company’s success depends. 

However, the decision on exactly what information to provide under the law, and in what 
detail is challenging. Too little and the market might register its disapproval; too much and 
the company’s competitive position could be eroded or ongoing negotiations, for example 
over an acquisition, could be jeopardised. However, the law recognises this issue. The 
Companies Ordinance19 does not require the disclosure of any information about impending 
developments or matters in the course of negotiation if the disclosure would, in the directors’ 
opinion, be seriously prejudicial to the company’s interests.

The HKSE listing rules
The listing rules of the HKSE provide the formal requirements for the disclosure of information 
by listed companies. Three chapters/appendices are relevant:

18 Key performance indicators are 
‘factors by reference to which 
the development, performance or 
position of the company’s business 
can be measured effectively’.

19 A5121 Ord. No. 28 of 2012 
Schedule 5 3
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Chapter 2 – Introduction 

Appendix 14 - Corporate Governance Code and Corporate Governance Report (CG Code) 

Appendix 16 – Disclosure of Financial Information

In addition to the provision of interim and annual financial information required under 
company law, listed companies are expected20 to announce the necessary information and to 
avoid a false market in its securities.

The spirit of the listing rules is that disclosure by companies should enable investors to 
maintain confidence in both the company and of the market.

Responding to shareholders (or shareholder groups) with differing levels of sophistication, 
and different needs for information, presents another challenge. For a fair, orderly and 
efficient market for the trading of securities, listed companies are expected to make the 
same information available to the whole market, in the same detail, at the same time. It 
goes to considerable length to ensure that company disclosures comply. How companies are 
responding to this challenge is a major focus of this survey. 

The CG Code, which forms appendix 14 to the listing rules, specifically addresses 
communication with shareholders. For example, in:

Principle E.1 - 

‘The board should be responsible for maintaining an on-going dialogue with shareholders 
and in particular, use annual general meetings or other general meetings to communicate 
with them and encourage their participation.’

Code Provision E.1.4 - 

‘The board should establish a shareholders’ communication policy and review it on a 
regular basis to ensure its effectiveness.’ 

The emphasis on ‘an on-going dialogue with shareholders’ suggests a continuing two-way 
process in which the company and its shareholders communicate with each other. In this 
survey we will see how and to what extent that happens.

The CG Code elaborates on routine meetings with shareholders. For example, in: 

Code Provision E.1.2 -

‘The chairman of the board should attend the annual general meeting. He should also 
invite the chairmen of the audit, remuneration, nomination and any other committees 
(as appropriate) to attend. In their absence, he should invite another member of the 
committee or failing this his duly appointed delegate, to attend. These persons should 20  Listing Rule 13.09 (1).
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be available to answer questions at the annual general meeting. The chairman of the 
independent board committee (if any) should also be available to answer questions at 
any general meeting to approve a connected transaction or any other transaction that 
requires independent shareholders’ approval. An issuer’s management should ensure 
the external auditor attend the annual general meeting to answer questions about the 
conduct of the audit, the preparation and content of the auditors’ report, the accounting 
policies and auditor independence.’ 

The CG Code also outlines the role of the Company Secretary. For example, in:

Principle F -

‘The Company Secretary plays an important role in supporting the board by ensuring 
good information flow within the board and that board policy and procedures are 
followed. The Company Secretary is responsible for advising the board through the 
chairman and/or the chief executive on governance matters and should also facilitate the 
induction and professional development of directors.’ 

Code Provision F.1.4 - 

‘All directors should have access to the advice and services of the Company Secretary to 
ensure that board procedures, and all applicable law, rules and regulations, are followed.’

Listed companies are required by the listing rules to state, in their interim and annual reports, 
whether they have complied with the code provisions of the CG Code. If there has been a 
deviation, the company must explain the reason why. Companies are encouraged, but not 
required, to state whether they have complied with the recommended best practices set out in 
the CG Code.

So, shareholder communications is recognised as fundamental to sound corporate 
governance. The CG Code reflects the classical, legal model of the joint-stock company21 in 
which companies are treated as similar and their shareholders as homogeneous. As we saw 
from the survey, reality has moved on.
 

21 This historical development of the 
limited liability company, which still 
underpins company law, is discussed 
at more length in Appendix 1 to this 
report.
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