Financial Reporting Webinar Series:
ESG Reporting – what entities need
to know from the HKEX guide and
latest developments

Friday 12 June 2020

Drivers of Integrated Sustainable Finance
Major Asset Owners
Institutional Asset Managers
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Local asset managers

Banks
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Regulators (HKMA, SFC, HKEX, IA)
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Recent major announcements
The government and regulators intend to develop Hong Kong into a green and sustainable finance hub for GBA and Asia Pacific.
May 2020

Framework for HKMA to assess a financial institution’s
readiness to manage climate and environmental related
risks
6 key elements:
(i) governance, (ii) corporate planning and tools (incl. scenario
analysis & stress testing), (iii) risk management process,
(iv) business policies, products and services, (v) performance
and resources, and (vi) disclosure and communication.

•

Hong Kong Monetary Authority

•

Securities and Futures
Commission

•

Environment Bureau

•

Financial Services and the
Treasury Bureau

•

Hong Kong Exchanges and
Clearing Limited

•

Insurance Authority

•

Mandatory Provident Fund
Schemes Authority
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Key global and local sustainability ratings / indices
DJSI
FTSE4Good
Bloomberg
MSCI
Sustainalytics
Hang Seng Corporate
Sustainability Index
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How ESG-related issues are influencing companies
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Introduction

Typical structure and elements of an ESG report
Statement from senior decision-maker

Main text

ESG highlights of the year

ESG governance

ESG ambition/strategy

Stakeholder engagement

About the company

About this report

Materiality assessment

Material topics and management approach of respective categories

Supplementary
information

Economic

Content index

Social

Performance data

Environmental

Awards and recognitions
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HKEX ESG Reporting Guide
Required to state the
issuer’s ESG
management approach,
strategy, priorities
and objectives

Existing Guide

ESG
governance

Reporting
principles

A Environmental
General
Disclosure

KPI
Disclosure

“Comply or explain”

Emissions

5

Use of
resources

Materiality
Quantitative
Balance
Consistency

B Social

Polices and compliance with relevant laws and regulations that
have a significant impact on the issuer
——“Comply or explain”

6

Effective in Jan 2017
“Recommended” to
“Comply or explain”

1.
2.
3.
4.

Effective in Jan 2016

Recommended
1

Environment and
Natural Resources

2

Employment
2

Development
and training
2

Anticorruption

2

3

Labour
standards

Health
and safety

2

5

Supply chain
management

Product
responsibility

2

Community
Investment
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Strengthening board’s responsibility

HKEX ESG Reporting Guide
MDR
 Governance structure
 Board oversight

Mandatory
Disclosure
Requirement
(MDR)

KPI
Disclosure

ESG
governance

Reporting
principles

Reporting
boundary

Materiality
 Describe:
(i) Significant stakeholders identified;
(ii) Process and results of the issuer’s
stakeholder engagement (if any)
(iii) Criteria for selecting the material ESG factors

B Social

Polices and compliance with relevant laws and regulations that
have a significant impact on the issuer
——“Comply or explain”
“Comply or explain”
6

Emissions

5

Use of
resources

MDR
 Narrative explaining reporting boundaries

Recommended
“Comply
or explain”
1

Environment and
Natural Resources

2

Employment
2

Set targets
 Environmental targets set

2

3

Labour
standards

Health
and safety

4

5

1

Development
and training

New Aspect
“Climate Change”
 New KPI 4.1: description
of significant climaterelated issues

Improving ESG management
Enhance reporting quality

A Environmental
General
Disclosure

GHG Emission
 Disclosure of direct
(scope 1) & indirect
(scope 2) GHG total
emissions and intensities

New Guide

Climate
change

3

Anticorruption

Supply chain
management
2

Product
responsibility

Health and safety
 Include no. and rate of work related fatalities
occurred in each of the past 3 years
Employment
 Include FT/ PT staff
Supply Chain Management
 New KPI B5.3 - disclosure of practices used to
identify environmental and social risks along supply
chain
 New KPI B5.4 - disclosure of practices used to
promote environmentally preferable products and
services when selecting suppliers

Community
Investment

Anti-corruption
 New KPI B7.3 - disclosure of anti-corruption training
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Governance
Aim
•

Readiness questions

Strengthening the board/ senior executives’ oversight,
proactive management and ongoing dialogue on ESG
topics

•

Does the board understand its full responsibility for
managing ESG issues?

•

Has the company established any formal ESG
governance framework, e.g. setting up a separate
ESG committee or an existing committee with ESG
agenda?

•

Does the board contain any personnel who have
knowledge and experience in ESG issues?

•

Are there any ESG-related criteria (e.g. relevant ESG
experience) when selecting the board members?

HKEX’s new requirements:
•

•

Mandate disclosure of a statement from the
board setting out the board’s consideration of
ESG Issues.
Board statement should include:
1. Board’s oversight of ESG issues
2. Process used to identify, evaluate and
manage ESG issues (including risks to
the issuer’s businesses)
3. Board’s reviews of progress against
ESG-related goals and target
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Example: CLP
Best Practice Example

CLP - 2018 Sustainability Report Link

2

Sustainability Committee,
chaired by the CEO, meets at
least twice a year, which shows
how the highest sustainability
decision-making authority and
how it fits into the wider
corporate governance structure
and clear
reporting lines

Role & responsibilities of its
Sustainability Committee, with
clear leadership commitment to
sustainability

1
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Materiality assessment
Aim
•

Readiness questions

Identify, prioritise and validate the most material ESG
issues that the company should focus on so as to
optimise the use of resources

1.

Which ESG issues are truly core to the business
strategy and key to the long-term sustainability of the
company?

2.

Are the internal stakeholders involved in assessing and
prioritising topics sufficiently senior and
knowledgeable to provide meaningful insight?

3.

What kind of criteria are used in assessing and
prioritising the topics, e.g. level of interest to
stakeholders and potential impact on business?

HKEX’s new requirements:
•

•

Materiality: The threshold at which ESG issues
determined by the board are sufficiently
important to investors and other stakeholders
that they should be reported.
The ESG report should disclose:
1. Description of significant stakeholders
identified;
2. Process and results of the issuer’s
stakeholder engagement (if any); and
3. The criteria for the selection of
material ESG factors.
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HKEX’s Reference Sectoral Materiality Table

Notes:
1) An issuer may find an Aspect
to be material to its business or
operations, but consider a KPI
under such Aspect not to be
material.
2) Industries in the table have
been classified in line with Hang
Seng Industry Classification
System, except that
“Conglomerates” is not included
since issuers from this industry
may be engaged in businesses
classified as other industries.
Source: HKEX - HOW TO PREPARE AN ESG REPORT – A Step-by-Step Guide to ESG Reporting
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Example: MAERSK
Material issues identified through three dimensions
•

Materiality approach assesses and groups sustainability issues under risk, responsibility or shared value.

2

1

3

Source: MAERSK 2019 Sustainability Report
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KPIs & targets
Aim
•

Readiness questions

Determine KPIs and targets to measure and evaluate
ESG performance, with an aim to improve ESG
performance in short, medium or long term.

1.

Do you know what targets and goals have been set by
your industry peers/competitors?

2.

Has your company set targets for material ESG
issues?

3.

Is your data collection system robust and reliable
enough to establish an appropriate base year for target
setting?

4.

What controls or processes are in place to ensure data
quality (e.g., internal controls over data, external
assurance)?

HKEX’s new requirements:
•

•

Comply or explain: Description of reductions
target(s) set and steps taken to achieve them
•
A1.5 – (GHG) emission target(s)
•
A1.6 – hazardous and non-hazardous waste
reduction target(s)
•
A2.3 – energy use efficiency target(s)
•
A2.4 – water efficiency target(s)
How the board reviews progress made against
these goals and targets is required to disclose also
(in board statement)
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Example: Lenovo
Lenovo

List of Goals

KPIs used to
monitor
performance

Specify whether target is
to be set in a qualitative
or quantitative manner

Source: Lenovo Sustainability Report 2015/16
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Climate-related risks & opportunities
Readiness questions
1.

Does your company have a policy to identify
material impacts on climate-related risks on its
businesses?

2.

Does your company have any measures to address
climate-related risks?

3.

Does your company have any framework to track
the progress of managing climate-related risks?

4.

Is your company aware of any significant laws and
regulations in relation to climate change?

HKEX’s new requirements:
Disclosure of climate-related issues
•

Introduce a new Aspect relating to climate
change (“comply or explain”) comprising:
o

o

Policies on identification and mitigation of
significant climate related issues that have
impacted and may impact the issuers; and
A KPI description of the significant climate
related issues that have impacted and may
impact the issuers, and the actions taken to
manage them.

Source: Reporting on climate change: readiness questions, HKEX
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Resources: TCFD (Task Force on Climate-Related Financial Disclosures)
Types of climate-related risks
1.

2.

Physical risks
•
May have financial implications on business and
supply chain disruption, and direct damage to assets.
•
Further divided into acute physical risk and chronic
physical risk:
•
Acute physical risk: event-driven, including
extreme weather events such as droughts,
floods or hurricanes.
•
Chronic physical risk: long-term impact of
climate change, such as increasing average
global mean temperatures and sea level rise.
Transition risks
•
Occur during the global transition to a low-carbon
economy with new regulations, innovations in
energy efficiency and market changes.
•
Impact the structure of a business.
•
Revenues may be affected by shifting customer
demands and new regulations.
•
Costs can be impacted by the availability and price
of raw materials.

2

1

Source: Final Report: Recommendations of the Task Force on Climate-related Financial Disclosures (June 2017)
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Example: Ping An Insurance

Processes for
identifying and
assessing
climate-related
risks
Source：Ping An Insurance 2018 Sustainability Report
Note: some content, denoted by “[…],” was deleted in order to fit
the page
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Common challenges and considerations in ESG data management
Lack of…
Ownership & accountability
across departments

Examples
•
•

Data not currently collected (e.g. weight of waste)
No accountability for ESG performance and data
accuracy

•

Unclear about definitions (e.g. hazardous waste) and
calculation (e.g. use of carbon emission factors)
Confusion of data units (e.g. GJ, tonnes, m3)

ESG knowledge of data owners
•
Clarity on the scope & boundary
of data points
Alignment across different
departments collecting the same
data point
Systematic approach for
collecting data

•
•

Exclusion of data from certain facilities / group entities
Unclear about what should be included/excluded from
the data (e.g. energy used by tenants)

•

Different definition/ interpretation of data across the
departments/ group (e.g. complaints)

•

Manual and simple record keeping system (e.g. Excel
spreadsheets with limited control)

 Clear guidelines
and definitions
 Centralised data
system and
automatic
calculation tools
 Review of data
input
 Management
review of
performance
 Assurance
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Integrate ESG into the business
Materiality assessment

Level setting
Getting the
basics right

Strategy

Governance

Risk management

KPIs and targets

Strengthenin
g the core

Communicatin
g efforts

Reporting and assurance
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Contact
us us
Contact
If you have any questions regarding the topics we covered today or any other ESG-related
matters, please do not hesitate to contact us.

Pat Woo
Partner
Head of Sustainable Finance, Hong Kong
KPMG China
E pat.woo@kpmg.com
Derek Yuen
Partner, Assurance
Business Reporting and Sustainability
KPMG China
E derek.yuen@kpmg.com

Jocelyn Ho
Manager
Sustainability, Management Consulting
KPMG China
E jocelyn.ho@kpmg.com
© 2020 KPMG, a Hong Kong partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative ("KPMG International"), a Swiss entity. All rights reserved. Printed in
Hong Kong, China.

Document Classification: KPMG Confidential

21

Resources
To learn more about KPMG Insights and training materials, please Click or Scan the below QR codes:
由“報告”向“管理”轉變
畢馬威就港交所ESG報告指引修訂版系列培訓
(請參閱畢馬威KPMG微信公眾號)

Integrating ESG into
your business

ESG, risk, and return
A board’s eye view

ESG: A view from
the top

FSB Task Force on
Climate-related
Financial Disclosures

ESG, strategy and the long view A framework for board oversight

Preparedness assessment
for complying with the new
HKEX requirements

課程一

培訓總體框架（三-8-5)概述

課程二

加強董事會對ESG領導責任

課程三

確定ESG重要事宜

課程四

設定重要管理績效指標和目標

即將推出
課程五
課程六

將ESG風險管理（含氣候事宜）納入企業全面風險管理中
定期回顧及報告
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Tentative dates and topics for 2020
15 May – Sailing through the storm with clarity (COVID-19 related accounting
issues)
12 June – ESG reporting: latest developments
17 July – Use of non-GAAP measures and IASB’s primary financial statements
project
18 September – IASB major projects and IFRIC update
13 November – Year-end reporting considerations

For more details and access to our webinar series:
https://home.kpmg/cn/en/home/insights/2020/05/financial-reporting-webinar-series.html
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Thank you

kpmg.com/cn/socialmedia

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity.
Although we endeavour to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is
received or that it will continue to be accurate in the future. No one should act on such information without appropriate professional advice after a
thorough examination of the particular situation.
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