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Sustainable 1

Environmental, Social, And Governance Evaluation 

Link REIT 
Summary 
Link REIT is a retail-focused property trust originally created from assets the Hong 
Kong Housing Authority divested in 2005. Most of these properties are integrated into 
local public housing estates in Hong Kong. As of Sept. 30, 2021, the company’s 
portfolio consisted of a gross floor area of 4.8 million square meters (sqm) across 143 
properties. Hong Kong accounted for 78% of assets value, China 17%, and overseas 
assets 5%. In terms of assets, retail accounted for 72% of the total, offices 10%, and 
car parks, logistics and other assets, 18%. 

Link’s ESG Evaluation of 73 reflects the company’s robust governance structure, 
adequate capabilities to navigate future disruptions, good management of 
environmental and social risks, and low exposure to such risks, given Link's nature of 
operations and geographic footprint. 

In the past few months, Link has taken concrete steps to address its operations’ 
exposure to greenhouse gas (GHG) emissions. These include higher accounting 
coverage and implementation of decarbonization targets and strategy. As seen 
during the pandemic, Link has continued to play an active role in forging positive 
community relationships, especially in Hong Kong. The company has a record of 
maintaining high and stable occupancy rates, as a result of active engagement with 
tenants and their customers to understand their changing needs, and by providing 
flexible leasing arrangements. 

Link's board of directors shows good diversity and skills, relevant international 
experience, and high independence. Leadership demonstrates good awareness of 
strategic and emerging risks and has action plans to address and manage potential 
challenges. 
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ESG Profile Score 

73 /100 

 Preparedness Opinion 
(Scoring Impact)  

Adequate (No Impact) 

  

 ESG Evaluation 

 
73/100 

Company-specific attainable and actual scores A higher score indicates better sustainability 
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Component Scores 

Environmental Profile   Social Profile  Governance Profile 

Sector/Region Score 41/50  Sector/Region Score 41/50  Sector/Region Score 29/35 

           

 
 Greenhouse 

gas emissions 
Good  

 
 Workforce and 

diversity  
Good  

 
 Structure and 

oversight  
Strong 

 
 Waste and 

pollution 
Good  

 
 Safety 

management 
Good  

 
 Code and values Good 

 
 Water use Good  

 
 Customer 

engagement  
Good  

 
 Transparency 

and reporting 
Good 

 
 Land use and 

biodiversity 
Good  

 
 Communities Good  

 
 Financial and 

operational risks 
Neutral 

 
 General factors 

(optional) 
None  

 
 General factors 

(optional) 
None  

 
 General factors 

(optional) 
None 

           

Entity-Specific Score 30/50  Entity-Specific Score 30/50  Entity-Specific Score 46/65 

E-Profile (30%) 71/100  S-Profile (30%) 71/100  G-Profile (40%) 75/100 

     

  ESG Profile (including any adjustments)  73/100 

     

Preparedness Summary    

Link’s adequate preparedness reflects its undertakings to maintain market resilience 
against emerging risks and meet its Vision 2025 plan. The latter includes diversifying 
and enhancing the portfolio mix, embedding a culture of excellence through talent and 
stakeholder management, and focusing on customer experience and engagement, as 
well as innovation. Building some expertise in climate change and the recently 
announced plan to reach net zero by 2035 are key enablers to Link's strategic plan. 
Another pillar is Link’s collaborative culture, and record in leveraging insights from its 
stakeholders, including employees, tenants, nongovernment organizations (NGOs), 
industry groups, and public authorities to adjust its course of action if necessary. 

 

Capabilities  

Awareness Good 

Assessment Good 

Action plan Good 

Embeddedness  

Culture Good 

Decision-making Good 

 

Preparedness Opinion (Scoring Impact)  Adequate (No Impact) 

 

 

 

ESG Evaluation 

 

73/100   

  

Note: Figures are subject to rounding.
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Environmental Profile   71/100 
Sector/Region Score (41/50) 

Property investors generally do not design and build new assets. Main environmental impacts 
primarily stem from energy consumption by the entity and tenants, and associated GHG 
emissions. Waste management and water usage are often less acute sustainability exposures. 
Properties in Hong Kong abide by relatively high environmental standards. 

 

Entity-Specific Score (30/50) 
Note: Figures are subject to rounding. 

 
 

 
 

 
 

 
 

 
 

Greenhouse gas 
emissions 

 
Waste and 
pollution 

 Water use  
Land use and 
biodiversity 

 General factors  

Good  Good  Good  Good  None  
 ( FYI  

Link is taking steps to reduce its comparatively higher scope 1 and 2 GHG intensity. Through 
efficiency initiatives, ranging from energy management system, retrofitting lighting to energy 
efficient HVAC system, scope 2 emissions (three quarters of Link’s total emissions) have declined 
by 9.3% in the fiscal year ended March 31, 2021. Likewise, scope 1 and 2 emissions per square 
meter and per energy use contracted by over 15%. Majority of Link's operations are in Kowloon 
and New Territories of Hong Kong, where the utility grid’s carbon intensity is declining. The 
proportion of assets with green building certifications has doubled year-on-year, following 
investments in asset enhancement and acquisitions. Link recently unveiled its strategy to achieve 
net zero by 2035 by enhancing operational efficiencies, installing onsite renewable power 
capacities, and offsite procurement of renewable energy. While the company excludes scope 3 
emissions from the target, it has expanded its data gathering coverage in fiscal 2021, including 
tenant energy consumption in properties where electricity is paid for by Link. Through tenant 
engagement, Link aims to understand the carbon footprint associated with tenant energy 
consumption along its value chain in Hong Kong. 

Link’s waste management policy adheres to local regulations and is consistent with practices 
in the industry. In anticipation of Hong Kong government’s municipal solid waste-charging 
scheme, Link has begun to track and disclose the amount of general waste sent to landfill in 
fiscal 2021. The company has not set any specific targets for the time being but is committed to 
engaging with stakeholders to recycle plastic and glass bottles, collect surplus food waste, and 
recover organic waste.  

Link endeavors to manage water usage through high-efficiency fixtures, and water recycling 
and reuse. Hong Kong mostly relies on imported water to meet domestic demand, without any 
material supply issue over the past decade. Although the company’s initiatives have not yet 
resulted in major improvements in the operations’ water intensity, the latter has remained stable 
and below peer median over the past five years. 

Link’s exposure to biodiversity risks is not material, with most properties in urban and 
suburban centers in Hong Kong and China. The company does not build on greenfield sites, and 
property development activities are minor and immaterial. Link has set up green procurement 
targets and implemented education projects on biodiversity and ecosystem in fiscal 2021. 
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Social Profile   71/100 
Sector/Region Score (41/50) 

Property investment is not labor-intensive and operations face minimal occupational safety 
issues. Operators must navigate changing demographic trends and consumption habits from 
tenants and, in the case of investors in shopping malls, shoppers. 

 

Entity-Specific Score (30/50) 
Note: Figures are subject to rounding. 

 
 

 
 

 
 

 
 

 
 

Workforce and 
diversity 

 
Safety  

management 
 

Customer 
engagement 

 Communities  General factors  

Good  Good  Good  Good  None  
 

Link retains a strong market position in Hong Kong, with a 97% average occupancy rate in 
fiscal 2021. As part of its support scheme to maintain high tenant retention amid the pandemic, 
Link offered tenants rental concessions, rent-free periods, or management fee waivers. This is 
largely in line with peers’ pandemic-related initiatives. Link's latest customer satisfaction rate of 
93% in 2020 showed its steady progress towards Vision 2025 priorities. While engaging digitally 
with tenants and shoppers and gathering personal data as a result, Link maintains an internal 
policy to ensure customer privacy and cybersecurity. There were no major data privacy breaches 
over the past five years. 

Link has played an active role in supporting local communities. Unlike some of its global peers, 
the majority of Link’s customers are local communities rather than tourists. The company 
supports community and inclusion projects and scholarship programs, and partners with 
charities and government authorities to offer concessionary rental rates and venue sponsorships. 
In addition, all properties feature barrier-free access to people with limited mobility. Link’s 
philanthropic spending declined in fiscal 2021, but still compared well to peers', as a proportion 
of revenues. Link reviews its community programs annually. 

Link complies with stringent building safety regulation in Hong Kong. The company does not 
own any high-rise residential properties, which have historically been more exposed to fire-risks 
in Hong Kong. Most of Link's safety risks stem from refurbishment and limited construction 
activities, which the company outsources to contractors. Link’s safety policy includes systematic 
training for all contractors on construction sites and the tracking of health and safety 
performance indicators among employees and contractors. Lost time injury frequent rate (LTIFR) 
declined for both employees and contractors, by close to 60% and 10% respectively, but both 
remained above peer median. Link has set long-term safety targets, including zero fatalities, zero 
injury incident, and zero safety-related prosecutions. Same as last year, the company also aims 
to receive Indoor Air Quality (Good Class) Certifications for eight shopping centers in fiscal 2022. 

Link has a well-balanced workforce in terms of gender diversity and age, and a commitment 
to good talent management. Female representation in workforce (50%) and in managerial roles 
(45%) is broadly in line with the industry. Link has multiple talent-related targets, including 
maintaining a staff satisfaction rate of over 80% and a minimum of 16 annual training hours per 
employee. The company has committed to no layoffs and no reduction in base salary for all 
employees at the onset of COVID-19. Turnover rate among permanent employees (a fifth of the 
workforce) has declined from 21% to 17% in fiscal 2021, closely in line with global peers'. 
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Governance Profile   75/100 
Sector/Region Score (29/35) 

Link is headquartered in Hong Kong, which benefits from high governance standards and strong 
institutions. The company has been expanding its exposure to Australia and the United Kingdom, 
as well as to Mainland China, where the rule of law is relatively less well-established. 

 

Entity-Specific Score (46/65) 
Note: Figures are subject to rounding. 

 
 

 
 

 
 

 
 

 
 

Structure and 
oversight 

 
Code and  

values 
 

Transparency 
and reporting 

 
Financial and 

operational 
risks 

 General factors  

Strong  Good  Good  Neutral  None  
 

Link’s board shows a high level of independence and the necessary expertise to steer the 
company. The board currently has 14 members, including the company’s CEO and CFO. Eleven 
members are independent, including the chairman. They have an average tenure of six years and 
their mandate cannot exceed nine years, which further supports their independence. The audit 
and remuneration committees are fully independent, while the nomination committee comprises 
three independent members in addition to the CEO. In addition, members have a variety of 
industry experience relevant to Link’s business value chain, including engineering, architecture, 
real estate, retail, audit, information technology, banking, and asset management. Many 
members have also international experience, including in Asia and Europe. This is increasingly 
relevant given the company’s current geographic expansion. On the flipside, there are no directors 
with sustainability-specific backgrounds, although some are involved in charitable works and 
foundations. Still, the directors received eight hours of ESG-specific trainings in fiscal 2021. One 
third of directors are female, which is twice as high as the local median. The company has no 
specific targets on gender diversity. 

In line with other publicly listed companies, Link has defined its long-term vision, purpose, 
and values. These focus on building relationships with the local communities, and delivering 
sustainable growth, which partly speaks to the company's legacy as a social housing provider. 
Link has a dedicated sustainability committee, comprising representatives of different business 
functions, as well as an independent sustainability advisory committee, comprising scholars and 
expert practioners across industries. The company is a signatory of multiple international 
sustainability commitments, including the United Nations Global Compact, Principles for 
Responsible Investment, Sustainable Development Goals, and was the first REIT in Asia to 
endorse the Women’s Empowerment Principles. Code of Conduct applies across operations, with 
a dedicated section for suppliers. The board received regular training and updates on legal and 
regulatory developments. 

Link’s reporting practices are in line with those of other international, publicly listed 
companies. The company has reported nonfinancial information, including key performance 
indicators for the past 10 years, in accordance with Global Reporting Initiative standards (core 
option) and the ESG reporting guide of the Hong Kong stock exchange, with an external limited 
assurance from The Hong Kong Quality Assurance Agency since 2014. The company discloses the 
details of executives and directors’ remuneration, but not the specific key performace indicators. 
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Preparedness Opinion  Adequate  
(No Impact) 

 

Preparedness Low Emerging Adequate Strong Best in class 

Link’s adequate preparedness reflects its efforts to fortify its resilience to, and management 
of, strategic and emerging risks to meet its Vision 2025 plan. The latter includes diversifying 
and enhancing the company’s portfolio mix, embedding a culture of excellence through talent and 
stakeholder management, and focusing on customer experience and engagement, as well as 
innovation. Reaching net zero by 2035, building some expertise in climate change, and facilitating 
the communication between employees and senior leadership to foster collaboration and 
information sharing are key enablers to the company’s strategic plan. 

Link’s leadership has identified political, social, economic, and financial risks, as well as 
technological developments (e-commerce and related data protection and cybersecurity) as 
major current issues, with climate change the main emerging risk. The risk management and 
compliance function continuously gathers feedback from employees, and engages with main 
external stakeholders, including tenants, suppliers, local governments, NGOs, and industry 
groups. For example, Link engages with major tenants, investors, and business partners to inform 
its net zero strategy.  

Link prioritizes each risk based on its likelihood and probability and has taken steps to assess 
exposure to physical and transition risks. The most material risks and opportunities are 
escalated to senior management monthly, and to the board’s audit and risk management 
committee on a quarterly basis. The company has conducted a climate value-at risk assessment 
to understand financial implications of physical and transition risks, and subsequently 
implemented mitigatory and adaptive measures. Link leverages industry networks to form 
working groups and discuss these topics with business partners. 

Link has proven more resilient than some of its global peers during economic downturns due 
to its strategic focus on local communities’ consumption and non-discretionary retail. Link 
has developed action plans to manage some of its emerging risks, based on inputs from internal 
and external experts. For example, it mitigated the physical effects of climate change through 
insurance and emergency response procedures. The company has set up task forces at the board 
level to develop action plans for other strategic risks such as changing property usage and 
management. 

Link has initiatives to implement its desired culture, including through regular surveys and 
workshops to assess the values of its employees and their alignment with its strategic objectives. 
In addition, the company has launched “Linker’s Panel,” an employee committee that aligns 
employees’ values with the principles defined in its Vision 2025, including sustainability, 
innovation, and stakeholder engagement. Link has started developing bottom-up mechanisms to 
incorporate feedback from employees in its decisions. 

Link has a track record of making choices that reinforce its strategic objectives. Since its 
inception, the company has enhanced its mall portfolio in the face of growing competition from e-
commerce by disposing of small-scale, low-return assets, continuously renovating existing 
assets, and acquiring high-quality properties. Link mitigates risks from international expansion by 
conducting disciplined acquisitions at a moderate pace, and focuses on assets with long lease 
structures. 25% of top executives’ compensation is linked to ESG objectives, including 
achievement in ESG industry benchmarking, progress of ongoing climate risk strategies, and path 
to net zero. 
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Sector And Region Risk 

Primary sector(s) Real Estate 

Primary operating region(s) 
Hong Kong 

China 

Sector Risk Summary 

Our sector analysis is based on the exposure to environmental and social risks of property 
managers, described below. 

Environmental exposure  

The most significant environmental risk for the real estate sector (real estate operators, 
homebuilders, developers, and social housing providers) involves mitigating climate change. This 
includes improving energy and water management to reduce building emissions, and enhancing 
the resilience of properties to climate events. The building and construction sector accounts for 
39% of global carbon emissions including 28% from the energy required for heating, cooling, and 
lighting, and 11% from emissions associated with materials and construction processes 
throughout the building lifecycle (source: worldgbc.org). The sector is vulnerable to extreme 
climate events at the asset level, particularly inland flooding, rising sea levels and coastal floods, 
and hurricanes or typhoons. Properties are also subject to cold spells, heat waves, drought, and 
heavy rain, which can adversely affect facilities. Building construction also generates significant 
waste, including hazardous waste. Environmental risk varies by subsector and depends on the 
location, asset class, and use of the asset along with the intensity of construction activities. 
However, companies are increasingly enhancing their environmental performance to reduce 
operating costs, improve property values, and attract and retain tenants. Tenants are 
implementing green leases to improve their environmental footprint, by strengthening their ties 
with stakeholders and supporting customer requirements to adopt better environmental and 
social frameworks in their operations, as part of the value chain. Most tenants' customers are 
adopting ESG sustainability parameters; green lease structures help them to improve these 
parameters and enhance their sustainability framework reporting. Market dynamics and risk 
exposures are less a concern for social housing operators. They generally have fewer resources to 
address maintenance and sustainability issues and cannot reposition their assets given their 
mandate to serve a specific community. Low-income tenants have generally fewer available 
housing options, resulting in price inelasticity. In terms of environmental effects from 
construction and exposure to emissions and waste, social housing is similar to other private 
developments, but runs less risk of falling foul of regulatory standards. 

Social exposure  

The property sector's most material social risks stem from employee health and safety during 
construction, tenants' requirements that buildings comply with the latest safety and 
environmental regulations, and local communities' perceptions of companies' safety and 
environmental practices. Changes in consumer behavior and demographic trends are influencing 
companies' operating strategies and attitudes to ownership of specific assets or developing 
assets. More developments focus on employee safety, wellbeing, and affordable community 
developments. Major safety incidents at buildings can severely affect communities. Moreover, the 
built environment plays an important role in occupants' health, wellbeing, and productivity given 
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people spend nearly 90% of the time indoors. Construction is another important area of risk, 
especially given the manual labor required from employees and subcontractors, where safety 
risks are significant and poor performance can weaken their social license to operate. Housing 
affordability is a growing concern in some markets. Social housing benefits from regulatory 
frameworks that translate central or local government objectives into more predictable operating 
environments than for private sector peers. Not-for-profit housing operators are not significantly 
exposed to consumer preferences as providers of safety-net accommodation; rather, we see more 
localized risks related to residents being opposed to public housing or negative externalities (high 
crime for example). Similarly, if a public housing association fails to keep its residents safe with 
proper housing standards, its reputation and relations with various stakeholders can be 
damaged, increasing risks around social cohesion and community unrest. 

Regional Risk Summary 

Link’s headquarters are in Hong Kong, where we see relatively high governance standards. The 
sector/region score of the social profile reflects the exposure to social risks of Hong Kong and 
China, where Link’s assets are located (80% in Hong Kong, and 15% in China).  

Hong Kong 

Hong Kong has strong institutions and rule of law. However, many institutions are facing 
significant challenges addressing acute societal demands. Recent social unrest has somewhat 
eroded social cohesion and damaged policy effectiveness. Separately, Hong Kong amended its 
Corporate Governance Code in 2019 and issued its guidance for boards of directors. The new Code 
is mandatory on a comply-or-explain basis and is divided into principles, code provisions, and 
recommended best practices. Boards are unitary and must comprise at least one-third 
independent members. Audit committees must be entirely composed of nonexecutives and 
chaired by an independent director. Remuneration committees must comprise mostly 
independents. Hong Kong-listed companies have been required to report on their ESG 
performance on a comply-or-explain basis since 2017. The Hong Kong stock exchange's listing 
rules require a minimum free float of 25%, but founding families often maintain control. This has 
continued as new listing rules that came to effect in April 2018 allow for weighted voting rights, or 
dual-class share structures, for companies from selected sectors. This allows founder 
shareholders to keep control, disproportionately to their economic interest, which 
disenfranchises minority shareholders. These new rules also require companies using this tool to 
set up a governance committee composed entirely of independent, nonexecutive directors. The 
board does not, however, have to follow its recommendations, which may limit the effectiveness 
of this provision. Nevertheless, minority investor protections are strong. Related-party 
transactions, often referred to as continuing connected transactions in Hong Kong, are common 
but highly regulated. Gender diversity at the executive and board level remains poor. Hong Kong 
has very low levels of perceived corruption, ranking 11 out of 180 on Transparency International ‘s 
2020 Corruption Perceptions Index, improving from the previous year. 

China 

Social standards in China are in line with most other major developing economies. The 
government recently strengthened legal protection for workers and consumers. Chinese 
corporate governance standards are also on par with other economies at this stage of 
development. The central government's recent push to reform state-owned enterprise structures 
in line with good governance practices is a major development. In 2018, China revised its Code of 
Corporate Governance for listed companies, accounting for OECD requirements and particularly 
focusing on ESG disclosure and board diversity. Official corruption has lessened over the past few 
years due to the central government's anti-corruption drive. This effort has also been extended to 
government-related companies and financial institutions. Still, corruption among private 



Appendix Link REIT 

 

S&P Global Ratings  |  Environmental, Social, and Governance (ESG) Evaluation This product is not a credit rating Jan. 13, 2022 9 

 

enterprises remains an issue. Although judicial reforms are ongoing, the private sector has yet to 
trust that the rule of law is significantly improving. The country ranks 78 out of 180 on 
Transparency International’s 2020 Corruption Perceptions Index. 
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Related Research 
− “The ESG Risk Atlas: Sector And Regional Rationales And Scores,” published July 22, 2020 

− “Our Updated ESG Risk Atlas And Key Sustainability Factors: A Companion Guide,” published July 22, 2020 

− “Environmental, Social, And Governance Evaluation: Analytical Approach,” published Dec. 15, 2020  

− “How We Apply Our ESG Evaluation Analytical Approach: Part 2,” published June 17, 2020 

− “Key Sustainability Factors: Real Estate,” published July 20, 2021 

This report does not constitute a rating action. 
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the accuracy, completeness, timeliness or availability of the Product. S&P Parties are not responsible for any errors or omissions (negligent or 
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