CORPORATE GOVERNANCE REPORT
Johnson Electric Holdings Limited (“Company”) is committed to achieving high standards of corporate
governance that properly protect and promote the interests of its shareholders and devotes
considerable effort to identifying and formalising best practices of corporate governance.

BOARD OF DIRECTORS
The board of directors of the Company (“Board”) currently consists of three executive directors and
eight non-executive directors (of whom six are independent) (“Directors”). Biographical details of the
Directors are set out in the Profile of Directors and Senior Management section on pages 196 to 199
of this Annual Report.
The independent non-executive directors are all experienced individuals from a range of industries and
geographies. Their mix of professional skills and experience is an important element in the proper
functioning of the Board and in ensuring a high standard of objective debate and overall input to the
decision-making process. The Board has received from each independent non-executive director a
written confirmation of their independence and has satisfied itself of such independence up to the
approval date of this report in accordance with the Rules Governing the Listing of Securities (“Listing
Rules”) on The Stock Exchange of Hong Kong Limited (“Stock Exchange”).
In accordance with Rule 13.51B(1) of the Listing Rules, the Company is required to disclose changes
in information of Directors subsequent to the date of the Interim Report 2019. Mrs. Catherine Annick
Caroline Bradley was appointed as an independent non-executive director and a member of the
Finance Committee of easyJet plc on 1 January 2020. Mrs. Bradley was also appointed as a member
of the Remuneration Committee of the Company with effect from 1 March 2020.

THE BOARD AT WORK
The Board is accountable to shareholders for the activities and performance of the Company and its
subsidiaries (“Group”). Directors meet in person on a quarterly basis and on other occasions when a
board-level decision on a particular matter is required. The Board has reserved for its decision or
consideration matters covering corporate strategy, annual and interim results, directors’ appointment,
succession planning, enterprise risk management, major acquisitions, disposals and capital
transactions and other significant operational and financial matters.
The Company seeks to provide its independent non-executive directors with extensive exposure and
access to its operations and management. The board meeting agendas are structured to address the
broad spectrum of key governance issues on a regular and systematic basis. Forming part of the
continuous professional development program for Directors, visits to the Group’s principal operating
facilities are arranged and relevant subject area experts are invited to address the Board from time to
time.
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The Board recognizes the importance and benefits of conducting regular evaluations of its
performance to ensure the effectiveness of its functioning. On an annual basis, a board effectiveness
survey is sent to each Director in order to enable the performance of the Board to be evaluated.
Responses to the survey are analysed and discussed at the Board meeting. Suggestions made by the
Directors have been implemented to further improve the performance of the Board.
Major corporate matters that are specifically delegated by the Board to management include the
preparation of annual and interim accounts for board approval before public reporting, execution of
business strategies and initiatives adopted by the Board, implementation of adequate systems of
internal controls and enterprise risk management procedures, and compliance with relevant statutory
requirements and rules and regulations.
The Group’s Executive Vice Presidents attend board meetings to advise on strategic planning,
corporate governance, enterprise risk management, statutory compliance, internal controls, mergers
and acquisitions, financial, tax and accounting matters.
Under the Company’s Bye-law 109(A), one-third of the directors except the director holding office as
executive chairman, who have served longest on the Board since their last election, shall retire from
office and be eligible for re-election at each annual general meeting. As such, except for the executive
chairman, no director has a term of appointment longer than three years.

COMMITTEES
The monitoring and assessment of certain governance matters are delegated to four committees
which operate under defined terms of reference and are required to report to the Board on a regular
basis. The composition of the committees during FY19/20 and up to the date of this report is set out
in the table below.

Directors

Audit
Committee

Executive Directors
Patrick Shui-Chung Wang
Winnie Wing-Yee Mak Wang
Non-Executive Director
Peter Kin-Chung Wang
Independent Non-Executive Directors
Peter Stuart Allenby Edwards
Patrick Blackwell Paul
Michael John Enright
Joseph Chi-Kwong Yam
Christopher Dale Pratt
Catherine Annick Caroline Bradley

Remuneration
Committee

Nomination
and Corporate
Governance
Committee

M
M

Board
Committee

M
M

M

C
M
M

C
M
C
M
M
M

C – Chairman
M – Member
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Audit Committee
The Audit Committee comprises three independent non-executive directors and one non-executive
director who together have substantial experience in the fields of accounting, taxation, business,
corporate governance and regulatory affairs. The current members are Mr. Patrick Blackwell Paul
(Committee Chairman), Prof. Michael John Enright, Mr. Christopher Dale Pratt and Mr. Peter Kin-Chung
Wang.
The Committee is responsible for monitoring the financial reporting, accounting, enterprise risk
management and internal control aspects of the Group’s activities. It has full access to the Group’s
Global Head of Internal Audit to hear directly any concerns of the internal audit function that may have
arisen during the course of the department’s work. The Committee also monitors the appointment,
function and remuneration of the Group’s external auditor. The Committee’s authority and duties are
set out in the terms of reference which are available on the websites of the Group and HKEXnews.
Four committee meetings were held in FY19/20 to discuss and review relevant matters together with
senior management and the independent auditor, including the following:
1.

The FY18/19 annual results and interim results for FY19/20, to ensure that the related disclosures
in the financial statements were complete, accurate and fair and complied with accounting standards,
the Listing Rules and legal requirements, and to submit the same to the Board for approval;

2.

The work done by the external auditor, the relevant fees and terms of engagement and
appropriate actions required on any significant control weaknesses;

3.

The external auditor’s independence, including consideration of their provision of non-audit
services;

4.

The Internal Audit Department’s staffing and team competencies, its internal audit plan and budget
for approval, its report on work performed and the status of open issues for remedial action;

5.

The overall adequacy and effectiveness of internal controls;

6.

The Group’s enterprise risk management activity, namely the processes by which risks are
assessed and registered and by which such risks are addressed for mitigation and management;

7.

The status and adequacy of the Group’s insurance coverage;

8.

The status of the Group’s global tax position and any fiscal audits by the various jurisdictions;

9.

The status of litigation;

10. Information technology strategy and cybersecurity controls;
11. Global trade, tariff and supply chain issues and their implications for the Group; and
12. Sustainability reporting.
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Remuneration Committee
The Remuneration Committee consists of four independent non-executive directors and one executive
director. The current members are Prof. Michael John Enright (Committee Chairman), Mr. Joseph
Chi-Kwong Yam, Mr. Christopher Dale Pratt, Mrs. Catherine Annick Caroline Bradley and Ms. Winnie
Wing-Yee Mak Wang.
The Committee determines the compensation structure and rewards for the Chief Executive and other
executive directors and monitors the policies being applied in remunerating the senior management
on behalf of the Board.
In addition, it has responsibility for reviewing and making appropriate recommendations to the Board
on retirement plans and provisions and on management development and succession plans for
executive directors and senior management. The Committee’s authority and duties are set out in the
terms of reference which are available on the websites of the Group and HKEXnews.
At Johnson Electric, remuneration and incentive schemes are linked to the achievement of annual and
long term performance goals. By providing total compensation at competitive industry levels, for ontarget performance, the Group seeks to attract, motivate and retain the key executives essential to its
long term success. To this end, the Committee directs the management in the engagement of outside
remuneration experts and stays abreast of remuneration practices among comparable companies
around the world. Senior management incentive schemes include an equity component that is
designed to align the long term interest of management with those of shareholders.
All global staff positions, including senior management, are governed by an evaluation methodology
which takes into account management / technical know-how, problem solving and accountability.
Individual senior management remuneration acknowledges scope of responsibilities, contribution and
performance. The base salary takes into account factors such as contribution to the business,
employee retention and market remuneration. Annual incentives, when payable, are performancebased, and include Company’s and Group’s financial objectives as well as individual objectives which
may be non-financial. The Johnson Electric Restricted and Performance Stock Unit Plan for senior
management provides for the grant of Johnson Electric Restricted Stock Units (“RSUs”) and
Performance Stock Units (“PSUs”). Vesting of these is subject to attainment of service milestones in
the case of RSUs and, in the case of PSUs, the attainment over time of identified group wide financial
goals. RSUs and PSUs are used to retain and motivate senior staff and are designed to maximize
long term shareholder value.
In determining the level of remuneration and fees paid to non-executive directors for the Board
approval, a review of current practices in comparable companies is regularly conducted with the aid of
an independent consultant. Board remuneration consists of an annual retainer with additional fees
payable for committee memberships. Executive directors are not eligible for any remuneration or fees
for board activities.
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The Remuneration Committee reviews the overall remuneration program of the Group over the short,
medium and long term while addressing the goals of management development and retention and the
enhancement of shareholder value.
No individual director or senior manager approves his or her own remuneration.
Three committee meetings were held in FY19/20. During the year, the Committee addressed the
following:
1. Review of the Executive Directors and Senior Executive Compensation and Benefits;
2. Long-Term Incentive Share Scheme Awards;
3. Annual Incentive Plan Measurement; and
4. Review of Succession Planning.

Nomination and Corporate Governance Committee
The Nomination and Corporate Governance Committee comprises two independent non-executive
directors and one executive director. The current members are Mr. Peter Stuart Allenby Edwards
(Committee Chairman), Mr. Patrick Blackwell Paul and Dr. Patrick Shui-Chung Wang.
The Committee is responsible for the identification and evaluation of candidates for appointment or
re-appointment as a director, as well as the development and maintenance of the Group’s overall
corporate governance policies and practices. The Committee’s authority and duties are set out in the
terms of reference which are available on the websites of the Group and HKEXnews.
The Board has formalized its existing practices into a Nomination Policy and adopted it in 2018. The
Nomination Policy (which is available on the website of the Group), as administered by the Nomination
and Corporate Governance Committee, sets out the criteria and procedures for identifying and
nominating suitably qualified candidates for appointment to the Board. The selection criteria specified
in the Policy include:
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•

The highest personal and professional ethics and integrity;

•

Contribution to the Board in terms of qualifications, skills, business experience, independence and
such other factors as the Committee may consider relevant;

•

Commitment in respect of available time and relevant interests;

•

Board succession planning considerations;

•

Consideration of the requirement of the minimum number of independent non-executive directors;
and

•

Diversity in all its aspects as set out in the Board Diversity Policy (incorporating relevant provisions
of the Listing Rules) adopted by the Board in 2013.
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In respect of the Board Diversity Policy, the Board is cognisant of the benefits of diversity and the
Committee monitors implementation of this policy as part of the process of selecting and nominating
candidates for appointment to the Board. Candidates are considered against the broad and diverse
range of aspects specified in the Nomination Policy, which among other aspects also include gender,
ethnicity and cultural background.
In reviewing Board composition, the Committee considers the benefits of all aspects of diversity
including, but not limited to those described above, in order to maintain an appropriate range and
balance of skills, experience and diversity of perspectives appropriate to the requirements of the
Group’s business globally.
In accordance with the Bye-laws of the Company, every newly appointed director is subject to
re-election at the next annual general meeting.
Two committee meetings were held in FY19/20. The following is a summary of work performed by the
Committee during the year:
1. Consideration and recommendation of the retiring directors for re-election at the Annual General
Meeting;
2. Consideration of the independence of all independent non-executive directors;
3. Review and approval of the corporate governance report and information for the Annual Report and
the Interim Report;
4. Review of the Group’s report on compliance with laws and regulations in the countries in which it
operates;
5. Review of the continuous professional development of Directors and senior management;
6. Review of the structure, size and composition of the Board; and
7. Consideration of suitable independent non-executive director candidates for joining the Company.

Board Committee
The Board Committee comprises two executive directors, Dr. Patrick Shui-Chung Wang and Ms. Winnie
Wing-Yee Mak Wang. Its primary function is to undertake and supervise the day to day management
and operating affairs of the Group. It exercises leadership and develops and keeps under review
strategy and business development initiatives of the Group and supervises their implementation. The
Committee’s authority and duties are set out in the terms of reference and a summary of which are
available on the Group’s website.

Annual Report 2020

61

Attendance of Directors at Various Meetings
The Board held four board meetings in FY19/20 and the average attendance rate was 92.9%. Details
of the attendance of individual directors at board meetings, committee meetings and the annual
general meeting during FY19/20 are set out in the table below:
Number of meetings attended/held

Directors
Executive Directors
Patrick Shui-Chung Wang
(Chairman and Chief Executive)

Board
Meeting

Nomination
and Corporate
Audit Remuneration Governance
Committee
Committee
Committee
Meeting
Meting
Meeting

Annual Continuous
General Professional
Meeting Development*

4/4

–

–

2/2

1/1

√

Winnie Wing-Yee Mak Wang
(Vice-Chairman)

4/4

–

3/3

–

1/1

√

Austin Jesse Wang

4/4

–

–

–

1/1

√

Non-Executive Directors
Yik-Chun Wang Koo
(Honorary Chairman)

1/4

–

–

–

0/1

√

Peter Kin-Chung Wang

4/4

3/4

–

–

0/1

√

Independent Non-Executive Directors
Peter Stuart Allenby Edwards

4/4

–

–

2/2

0/1

√

Patrick Blackwell Paul

4/4

4/4

–

2/2

1/1

√

Michael John Enright

4/4

4/4

3/3

–

1/1

√

Joseph Chi-Kwong Yam

4/4

–

3/3

–

1/1

√

Christopher Dale Pratt

4/4

4/4

3/3

–

1/1

√

Catherine Annick Caroline Bradley #

2/2

–

1/1

–

–

√

92.9%

93.8%

100%

100%

70%

Average attendance rate
Date of meetings

16/05/2019
19/09/2019
06/11/2019
11/03/2020

14/05/2019 15/05/2019 16/05/2019 11/07/2019
29/07/2019 05/11/2019 13/03/2020
04/11/2019 10/03/2020
13/01/2020

* This includes (i) continuous professional development through attending expert briefings /
seminars / conferences relevant to the Company’s business or directors’ duties arranged by the
Company or external organizations, (ii) visiting the Group’s facilities and (iii) reading regulatory /
corporate governance or industry related updates.
#
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Mrs. Catherine Annick Caroline Bradley was appointed as an independent non-executive director of
the Company on 1 October 2019 and a member of the Remuneration Committee of the Company
on 1 March 2020.
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CONTINUOUS PROFESSIONAL DEVELOPMENT
On appointment to the Board, each Director receives an induction package covering the Group’s
businesses and operations, and the statutory and regulatory obligations of being a director to ensure
sufficient awareness of responsibilities under the Listing Rules and other relevant regulatory
requirements. Thereafter, the Company provides the Directors with regular updates relating to the
Group’s business and the business environment in which the Group operates.
All Directors have complied with the code
The Company continuously updates the
Rules and other applicable regulatory
awareness of good corporate governance

provision in relation to continuous professional development.
Directors on the latest developments regarding the Listing
requirements, to ensure compliance and enhance their
practices.

INTERNAL CONTROL AND
ENTERPRISE RISK MANAGEMENT
The Board is responsible for ensuring that a sound and effective system of internal control and
enterprise risk management is maintained within the Group, and for reviewing its design and
operational adequacy and effectiveness through the Audit Committee.
The internal control and enterprise risk management system, which includes a defined management
structure with specified limits of authority and control responsibilities, is designed to (a) help the
achievement of business objectives and safeguard the Group’s assets; (b) ensure proper maintenance
of accounting records and reliability of financial reporting; (c) ensure compliance with relevant
legislation and regulations; and (d) identify, manage and mitigate key risks to the Group.
The internal control and enterprise risk management system is established to ensure reasonable, but
not absolute, assurance against material misstatement or loss and to manage, but not to eliminate,
risks of failure in achieving the Group’s objectives.
Following a risk-based approach, the Group’s Internal Audit Department independently reviews and
tests the controls over various operations and activities and evaluates their adequacy, effectiveness
and compliance. Audit findings and recommendations are reported to the Audit Committee, senior
management, and the external auditor. In addition, progress on audit recommendations
implementation is followed up on a regular basis and discussed with the Audit Committee.
During its annual review, the Audit Committee also considers the adequacy of resources, qualifications
and experience of staff of the Group’s Internal Audit Department, accounting and financial reporting
function and their training programs and budgets.
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To supplement the above, under the Integrity and Ethics Policy, employees can report any ethical
misconduct, impropriety or fraud cases within the Group to the Johnson Electric Whistleblower Hotline
anonymously, or in writing in confidence without the fear of recrimination.
Based on the results of evaluations and representations made by the management, the Group’s
Internal Audit Department and the external auditor in FY19/20, the Audit Committee is satisfied that:
•

There is an ongoing process for identifying, evaluating and managing the significant risks faced by
the Group that threaten the achievement of its business objectives; and

•

An appropriate, effective and adequate system of internal control and enterprise risk management
has been in place in FY19/20, and up to the date of approval of the Annual Report.

AUDITOR
The Company’s independent external auditor is PricewaterhouseCoopers. The Audit Committee is
responsible for considering the appointment of the external auditor and also reviews any non-audit
functions performed by the external auditor for the Group. In particular, the Committee will consider
whether such non-audit functions could lead to any potential material conflict of interest.
During FY19/20 and FY18/19, the services and associated remuneration provided to the Group by
PricewaterhouseCoopers were as follows:
FY19/20

FY18/19

Audit

2.68

2.78

Tax compliance

1.86

2.07

Other advisory services

0.14

0.37

US$ million

Included above are US$0.5 million of contracted fees for work to be performed subsequent to 31
March 2020.

DIRECTORS’ AND AUDITOR’S RESPONSIBILITIES FOR
ACCOUNTS
The Directors are responsible for the preparation of accounts for each financial period which give a
true and fair view of the state of affairs of the Group and of the results and cash flows for that
period. In preparing these accounts for the year ended 31 March 2020, the Directors have selected
suitable accounting policies and applied them consistently, made judgements and estimates that are
prudent and reasonable, and have prepared the accounts on a going concern basis. The Directors are
responsible for keeping proper accounting records which disclose with reasonable accuracy at any
time the financial position of the Group.
The responsibility of the external auditor to the shareholders is set out in the Auditor’s Report on
pages 82 to 89.
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CORPORATE GOVERNANCE CODE
During the year ended 31 March 2020, the Company complied with the code provisions set out in the
Corporate Governance Code contained in Appendix 14 of the Listing Rules, except for the following:

Code Provision A.2.1
Code A.2.1 provides, inter alia, that the roles of chairman and chief executive should be separate and
should not be performed by the same individual.
Neither the Company’s Bye-laws nor The Johnson Electric Holdings Limited Company Act, 1988 (a
private act of Bermuda) contains any requirement as to the separation of these roles.
Dr. Patrick Shui-Chung Wang is the Chairman and Chief Executive of the Company. The Board is of the
opinion that it is appropriate and in the best interests of the Company that Dr. Wang should hold both
offices. The Board believes that it is able to effectively monitor and assess management in a manner
that properly protects and promotes the interests of shareholders.

Code Provisions A.4.1 and A.4.2
Code A.4.1 provides that non-executive directors should be appointed for a specific term, subject to
re-election.
Code A.4.2 provides, inter alia, that every director, including those appointed for a specific term,
should be subject to retirement by rotation at least once every three years.
The independent non-executive directors are appointed for a specific term while the non-executive
directors do not have a specific term of appointment. However, under Section 3(e) of The Johnson
Electric Holdings Limited Company Act, 1988 and the Company’s Bye-law 109(A), one-third of the
Directors who have served longest on the Board since their last election shall retire and be eligible for
re-election at each annual general meeting. Accordingly, no director has a term of appointment longer
than three years except the Chairman and Chief Executive. Bye-law 109(A) also states that the
director holding office as the executive chairman is not subject to retirement by rotation and shall not
be counted in determining the number of directors to retire.
In the opinion of the Board, it is important for the stability and beneficial to the growth of the
Company that there is, and is seen to be, continuity of leadership in the role of the Chairman of the
Company and, in consequence, the Board is of the view that the Chairman should not be subject to
retirement by rotation or hold office for a limited term at the present time.
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SHAREHOLDERS’ RIGHTS
Convening a Special General Meeting
Pursuant to Section 74 of the Bermuda Companies Act 1981, shareholder(s) holding at the date of
the deposit of the requisition not less than one-tenth of the paid-up capital of the Company carrying
the right of voting at general meetings of the Company shall have the right to submit a written
requisition requiring a special general meeting (“SGM”) to be called by the Board. The written
requisition (i) must state the purposes of the SGM, and (ii) must be signed by the requisitionists and
deposited at the registered office of the Company for attention of the Company Secretary of the
Company, and may consist of several documents in like form, each signed by one or more
requisitionists. Such requisitions will be verified with the Company’s share registrars and upon their
confirmation that the requisition is proper and in order, the Company Secretary will ask the Board to
convene a SGM by serving sufficient notice to all shareholders. On the contrary, if the requisition has
been verified as not in order, the requisitionists will be advised of this outcome and accordingly, the
SGM will not be convened as requested.
If the Board does not within 21 days from the date of the deposit of the requisition proceed duly to
convene a SGM, the requisitionists or any of them representing more than one-half of the total voting
rights of all of them may convene a SGM, but any SGM so convened shall not be held after expiration
of three months from the said date of deposit of the requisition. A SGM convened by the
requisitionists shall be convened in the same manner, as nearly as possible, as that in any SGM to
be convened by the Board.

Putting Forward Proposals at General Meetings
Pursuant to Sections 79 and 80 of the Bermuda Companies Act 1981, either any number of
shareholders representing not less than one-twentieth of the paid-up capital of the Company carrying
the right of voting at general meetings of the Company, or not less than 100 shareholders, can
request the Company in writing to (a) give to shareholders entitled to receive notice of the next annual
general meeting notice of any resolution which may properly be moved and is intended to be moved at
that meeting; and (b) circulate to shareholders entitled to have notice of any general meeting sent to
them any statement of not more than 1,000 words with respect to the matter referred to in any
proposed resolution or the business to be dealt with at that meeting. The requisition signed by all the
requisitionists must be deposited at the registered office of the Company with a sum reasonably
sufficient to meet the Company’s relevant expenses and not less than six weeks before the meeting
in case of a requisition requiring notice of a resolution or not less than one week before the meeting
in case of any other requisition.

Proposing a Person for Election as a Director
The procedures for proposing candidate(s) for election as director(s) at a general meeting are set out
in the Shareholder Information under the Investor Relations section of the website of the Group.
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Enquiries to the Board
Shareholders may send their enquiries and concerns, in written form, to the Board by addressing
them to the Company Secretary at 12 Science Park East Avenue, 6/F., Hong Kong Science Park,
Shatin, New Territories, Hong Kong. Shareholders may also make enquiries to the Board at the general
meetings of the Company. In addition, shareholders can contact Computershare Hong Kong Investor
Services Limited, the share registrar of the Company in Hong Kong, if they have any enquiries about
their shareholdings and entitlements to dividend.

Constitutional Documents
There was no significant change to the Company’s constitutional documents during FY19/20.

MODEL CODE FOR SECURITIES TRANSACTIONS
The Company has adopted procedures governing directors’ securities transactions in compliance with
the Model Code as set out in Appendix 10 of the Listing Rules. Specific confirmation has been
obtained from all Directors to confirm compliance with the Model Code throughout the year ended 31
March 2020.

COMMUNICATIONS WITH SHAREHOLDERS
The Company uses a number of formal communication channels to account to shareholders for the
performance of the Group. These include the annual report and accounts, the interim report, periodic
announcements made through the Stock Exchange, as well as through the annual general meeting.
Copies of relevant corporate and financial information are also made available through the Group’s
website: www.johnsonelectric.com.
The Company aims to provide its shareholders and potential investors with high standards of
disclosure and financial transparency. In order to provide effective disclosure to investors and
potential investors and to ensure they all receive equal access to the same information at the same
time, inside information is released by way of formal public announcements as required by the Listing
Rules. The Company supplements and follows up such announcements through periodic
presentations, investor road shows and conference calls with the international investment community.
The Company also welcomes comments and questions from shareholders at its annual general
meeting.
The Board has adopted a set of Internal Control and Reporting Measures in respect of Inside
Information which provides guidance to Directors and management in handling and disseminating
inside information. The Media and Investor Communication Policy adopted by the Group sets out
guidelines to all staff to ensure inside information of the Group is to be handled in compliance with
the legal requirement.
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