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Significantmilestones in sustainability reporting over the last year

HKEX published ESG e N
Issuance of ISSB IFRS US SEC finalised climate- Code aligned with IFRS ~ i : iRy R
Sustainability Disclosure  European Commission related disclosure rules; stay : : * 'Jﬁi'“"-‘ o
Standards IFRS S1and  adoption of ESRS* by on climate rules issued by <1y mcorpor_ates B 1 3?1
IFRS S2* Delegated Act US SEC on 4 April IFRS $1 via e, o s
Implementation Guidance ek Sy
Tl

26 Jun 2023 31 Jul 2023 6 Mar 2024 19 April 2024

C t ; t t >
14 April 2023 14 Jul 2023 8 -29 Feb 2024 12 April 2024

Commencement of End of HKEX’s Major Chinese stock exchanges Major Chinese stock
HKEX'’s consultation consultation on published draft Sustainability exchanges published

on enhanced enhanced climate Report Guidelines with a 21 days ’ el
climate disclosures disclosure comment period Sustainability Report
commence Guidelines

*IFRS S1 General Requirements for Disclosure of Sustainability-related Financial Information
IFRS S2 Climate-related Disclosures
European Sustainability Reporting Standards
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HKEX ESG Code - phased approach toreport onnew climate requirements

Taking into account the guidance® issued by the IFRS Foundation and market readiness, HKEX adopted a
phased approach by segregating issuers into three tiers:

New climate requirements effective date

Non-Largecap Main Board
issuers

For financial year commencing

on or after 1 January GEM issuers

LargeCap issuers?

Scope 1 & 2

— v - v -
GHG emissions 2025 — mandatory 2025 - mandatory 2025 - mandatory

. . v’ 2025 - “comply or
New climate disclosures other than explain” v On or after 2025 — v On or after 2025 -

scope 1 & 2 GHG emissions “comply or explain” volunta
8 v' 2026 — mandatory oY P v

Notes:
1) Preview of the Inaugural Jurisdictional Guide for the adoption or other Use of ISSB Standards, published by IFRS Foundation

2) Represent Hang Seng Composite LargeCap Index constituents throughout the year immediately prior to the reporting year

© 2024 KPMG, a Hong Kong (SAR) partnership and a member firm of the KPMG global organisation of independent member firms affiliated | 5
with KPMG International Limited, a private English company limited by guarantee. All rights reserved.
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Source: HKEX announcement
Exchange Publishes Consultation Paper on Enhancement of Climate Disclosure under its ESG Framework (hkex.com.hk)

The Exchange proposes to mandate all issuers to make climate-related disclosures in their ESG reports, and introduce new climate-related disclosures aligned with the International Sustainability Standards Board (ISSB) Climate Standard. The ISSB Climate Standard builds on the principles of the TCFD recommendations, and sets out detailed climate disclosures. The proposals mark a significant milestone in achieving the commitment to mandate TCFD-aligned disclosures by 2025 as announced by the Hong Kong Green and Sustainable Finance Cross-Agency Steering Group. Acknowledging the readiness of the issuers and their concerns, the Exchange proposes interim provisions for certain disclosures (eg financial effects of climate-related risks and opportunities, scope 3 emissions and certain cross-industry metrics) for the first two reporting years following the effective date of 1 January 2024.

https://www.ifrs.org/content/dam/ifrs/supporting-implementation/adoption-guide/preview-of-the-jurisdictional-adoption-guide.pdf
https://www.hsi.com.hk/eng/indexes/all-indexes/sizeindexes

Ataglance - HKEX ESG Reporting Guide vs ESG Code

HKEX's ESG Code requires a significant change in the breadth and depth of information, especially in the
Strategy and Metrics & Targets pillars.
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Board’s oversight and governance,
management approach and strategy,
and how the Board reviews
progress made against goals and
targets for material ESG topics

Significant issues which have (or may
have) impacts and actions taken to
manage them

Process to evaluate, prioritise and
manage issues (including risks to the
business)

Effectiveness of risk management and
internal controls system

» Scope 1 and 2 greenhouse gas
emissions

Waste

Energy consumption

Water consumption

Packaging materials used

Board oversight on climate risks and
opportunities, frequency of discussion

Consider climate in strategy oversight,
major decisions and risk management

Significant risks and opportunities in
the short-, medium and long-term to the
business model, strategy and cash
flows

Process to identify, assess, prioritise,
monitor and manage

Oversight of target setting and progress
made, with links to executive
remuneration

Current and anticipated effects of
climate-related risks and opportunities
on the issuer’s business model and
value chain.

Extent of integration into overall risk
management process

Ensuring skills and competencies

Climate resilience based on scenario
analysis findings

Role of management

Qualitative and quantitative current and
anticipated financial effects

:I Implementation reliefs available subject to meeting conditions

Absolute scope 3 emissions data
Amount of assets or business
activities vulnerable to physical risk,
transition risk and those that align with
climate opportunities

Amount of capital deployed towards
climate

Internal carbon price (if used)

How climate is factored into
remuneration policy

Industry-based metrics from other ESG

standards are encouraged
(e.g. SASB / ISSB)

ESG Code (Part A para 8) - explicit mention of compliance with IFRS $1and S2 to be in compliance with Part D of the Code
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SCB already comply with TCFD (UK listing rules) – have a TP in place. Have R&O discl on financial impact. Have up to 80% of S3 emissions data for customer segs. Have identified high risk sectors & put targets on these. 
No mention of financial impacts of R&Os
Some gaps in S3 emissions data (still subject to materiality – ok if gaps in data aren’t material).


Key concepts in sustainability reporting

Reno[ting Topicstohe Information to
Entity HIE be Reported
Reportin Climate-related risks and Material sustainability -
Unstrgl?gilnvalue enntltv g DV%‘“InBs(t}{’Iea?lT opportunities related financial information
For example, For example,
Information about information about Governance Part Of General
raw material from distributors or
manufacturers. /- customers. PUTDOSB
Financial
Strategy RBI]OHS

Material information Risk
management
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v Metrics
Sustainability-related financial and targets
disclosures

*The Financial Services And The Treasury Bureau (“FSTB”) issued a vision statement on 25 March 2024, mentioning the development of a roadmap for Hong Kong'’s sustainability
reporting standards based on the ISSB Standards in due course, taking into account local conditions.
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https://gia.info.gov.hk/general/202403/25/P2024032500391_452899_1_1711358339971.pdf

9

Uncertainfuture
gvents

Some sustainability-related risks or
opportunities may have uncertain
outcomes that may only crystallise
over the longer term.

Commonmateriality considerations

&

Disaggregated
Information

Sometimes investors need
disaggregated information to assess
a risk or opportunity.

4

Aggregated risks

Some risks or opportunities may
only be important to investors when
considered in aggregate with other
risks or opportunities.

8



Disclosing current and anticipated financial effects

Investors need to understand how climate-related risks and opportunities — and the strategies that management
implements to manage these — may impact the financial statements.

When making these disclosures, companies are required to provide both qualitative and quantitative
information, including the following:

Information What to disclose

The impact of climate-related risks and opportunities on the most recent financial performance, financial

position and cash flows.
Linkage with the most recent financial _ _ _ o -
statements Information about the climate-related risks and opportunities identified by management that pose a

significant risk of material adjustment to the carrying amounts of assets and liabilities reported in the
financial statements in the next financial year.

How management expects the financial position to change over time, in line with the strategy. To do this,
a company considers:
Changes in financial position  investment and disposal plans and;

 planned sources of funding to implement strategies

Changes in financial performance and How management expects the financial performance and cash flows Subject to
cash flows to change over short, medium and long term, in line with the strategy. implementation

relief/waiver

kPMG |9




Summary ofimplementationreliefs and waiver

HKEX has provided a number of implementation reliefs/waiver, in alignment with ISSB Standards:

Reasonable Capabilities Commercial Financial Effects

Relevant Requirements

Information Relief Relief Sensitivity Relief Waiver

Commercial sensitive climate-related

v

opportunities
Identifying climate-related risks and v
opportunities
Determination of scope of value chain v

v
Quantification of current and anticipated - : . v
financial effects (anticipated financial

effects only)

Disclosures on anticipated financial v v
effects
Approach to climate-related scenario v v
analysis
Measurement approach inputs and
assumptions of Scope 3 GHG v
emissions
Calculation of certain cross-industry v

metrics

kPMG | 10
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Source: HKEX announcement
Exchange Publishes Consultation Paper on Enhancement of Climate Disclosure under its ESG Framework (hkex.com.hk)

The Exchange proposes to mandate all issuers to make climate-related disclosures in their ESG reports, and introduce new climate-related disclosures aligned with the International Sustainability Standards Board (ISSB) Climate Standard. The ISSB Climate Standard builds on the principles of the TCFD recommendations, and sets out detailed climate disclosures. The proposals mark a significant milestone in achieving the commitment to mandate TCFD-aligned disclosures by 2025 as announced by the Hong Kong Green and Sustainable Finance Cross-Agency Steering Group. Acknowledging the readiness of the issuers and their concerns, the Exchange proposes interim provisions for certain disclosures (eg financial effects of climate-related risks and opportunities, scope 3 emissions and certain cross-industry metrics) for the first two reporting years following the effective date of 1 January 2024.


Chinese Mainland
Sustainabiiity
Report Guidelines




SSE/SZSE/BSE* release sustainable report Guidelines effective 1May 2024

*Shanghai Stock Exchange, Shenzhen Stock Exchange and Beijing Stock Exchange

01 02 03 04 05

“Disclosure

Disclosing  requirements Disclosure Disclosure Disclosure
] ~andbeyond framework  content “objectives

Clarifies first batch of in- = Differentiated levels of = Double materiality Covers all aspects of ESG across 21 topics = Obijective, transparent,
scope companies, with disclosure across various approach as E — Climate change, pollution, waste consistent, reasonable
intention for expansion topics overarching principle disposal, biodiversity, environmental assumptions, processes in
= Requires quantitativeand = TCFD framework compliance management, energy utilisation, place and oversight of
qualitative information adopted for financially water, circular economy processes
= Goes beyond disclosures material issues S — Rural revitalisation, social contribution, . Comparabl,e information to
e.g. GHG reduction plans, = Specified disclosures innovation driven, science & technology mget users ng_eds; _h'gh level
protection of employee for impact material ethics, supply chain security, equal treatment of interoperability with
welfare, equitable issues of SMEs, product quality & safety, data ISSB/GRI
treatment of SME security & customer privacy, employees
suppliers G - Due diligence, stakeholder

communications, anti bribery/corruption, anti
unfair competition



Which entities are scoped inas mandatory?

Disclosing entity

A\
' Companies listed in the SSE 180 and STAR 50 indexes —

Companies listed in the SZSE 100 and ChiNext
Indexes

\

There are a total of 456 listed companies,

)
of which about 80/0 have issued separate ESG
= reports but have not fully adopted the TCFD

(1)
framework, and about 20/0 have not issued

Companies listed both at home and abroad

l
‘ Hong Kong listed companies with parent companies

in the above range
|

Group companies with subsidiaries in the above
scope

' Other A -share listed companies: voluntarily disclosure
4

KPMG

separate ESG reports.

Companies published ESG reports followed
different guidelines

Most of them are state-owned enterprises and
central state-owned enterprises and follow different
guidelines

(1)
Amongst them, about 70/0 have not published
separate ESG reports

| 13



Challenges for listed companies

Integration under multiple
disclosure requirements:

» A+H share listed companies and
listed central state-owned
enterprises

= Companies with ESG rating demand
(especially international rating)

Division of responsibilities

and capacity development

= Consider cross functional
approach

= Training for business units vs

corporate level
= Assessment and incentive

mechanism 04

01

Digitization

Integration into daily management

How to integrate various ESG
requirements?

How to integrate ESG into decision-
making mechanism?

Integrating ESG into daily
management without incremental
cost

DMA - Double materiality
assessment and tracking of
metrics and targets

= DMA and financial quantification

=  Setting of metrics and targets,
and tracking and implementation
of metrics and targets

Quantitative ESG information collection and tracking

and verification system at the listed company level

Data collection and analysis for disclosures



What s double materiality assessment?

The concept of double materiality acknowledges that a company should report simultaneously on sustainability

matters that have both impact materiality and financial materiality:

ImpactMateriality

Inside-Out \"
é Non-financial

considerations
The organization’s Impact on non- (environment/ people /

business activities financial society)
considerations

Impact on the
organization

Outside-In

FinancialMateriality

© 2024 KPMG, a Hong Kong (SAR) partnership and a member firm of the KPMG global organisation of independent member firms affiliated
with KPMG International Limited, a private English company limited by guarantee. All rights reserved.
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In the EU, under the Corporate Sustainability Reporting Directive, this approach has become the gold standard. 


US Glimate
Disclosure Rules



SEGclimaterule

* Public companies and
investors

* Aregistrant with Exchange
Act reporting obligations
pursuant to Exchange Act
Section 13 (a) or Section
15 (d) and companies filing
a Securities Act or
Exchange Act registration
statement

* Includes Foreign Private
Issuers

I WHEREtoreport |

Disclosure in annual reports,
including MD&A, financial
statements, and potentially a
separate section as per SEC
guidelines

KPMG

£

WHAT toreport (overview)

It would require companies to disclose GHG

emission, exposure to climate-related risks and

their efforts to mitigate those risks

Specific disclosures requirements under SEC:

Provide certain climate-related financial
expenditure metrics, financial estimates and
assumptions used.

Disclosure of material and/or potential impacts of
climate-related risks on business strategy, outlook,
or financial position over short (the next 12 months)
vs. long term (beyond the 12 months).

Separate disclosure needed for Scopes 1 and 2
GHG emissions, if material.

Board and management structure and oversight of
climate-related risk including committees and their
expertise.

Risk Management- Processes of identifying,
assessing, and managing climate-related risks and
Transition plan disclosure.

Attestation requirements- Limited assurance
moving to reasonable after 2 years.

Stay on rule issued. Pending judicial

review

8 WHENtoreport

Large accelerated filer:

Disclosures other than GHG and financial
estimates and assumptions in Fiscal Year
Beginning (“FYB”) 2025

Scope 1 & 2 GHG and financial estimates
and assumptions disclosures in FYB 2026

Accelerated filer:

Disclosures other than GHG and financial
estimates and assumptions by FYB 2026

Financial estimates and assumptions
disclosures by FYB 2027

Scope 1 & 2 GHG disclosures by FYB
2028

Small reporting company, emerging
growth company, and Non-Accelerated
filer:

Disclosures other than financial estimates
and assumptions by FYB 2027

Financial estimates and assumptions
disclosures by FYB 2028

No GHG emissions reporting
requirements

Large accelerated
filer:

Assurance: Limited
assurance on GHG by
FYB 2029 and
Reasonable assurance
by FYB 2033
Accelerated filer:
Assurance: Limited
assurance by FYB
2031 and no
Reasonable assurance
requirement
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California climate rules

@ WHoinscope [4  WHATtoreport (Overview) [  WHENtoreport

US businesses (public and private) SB-253: Annual reporting

It covers three landmark climate disclosure bills

* Doing business in California » starting Jan 1, 2026 (2025 data) for
. ‘ . ‘ scopes 1 and 2
« Total revenue > $1B SB-253- Climate | SB-261- Climate . AB-1305- Voluntary
corporate data i related financial risk: carbon market « starting Jan 1, 2027 (2026 data) for
{for SB-253} - ! ——
accountability act | act . disclosure scope 3

« Total revenue > $500M
{for SB-261}

SB-261: Biennial reporting

Major areas covered Major areas covered Major areas covered + starting on or before Jan 1, 2026
* Incl f - 1 1
ne udeg US subs of non-US Scopes 1,2 and 3 . Climate-related . Supplements global -—
companies b L ‘ : .
greenhouse gas + financial risks and . anti-greenwashing -1- WHERE t0 rellllrt
* SB 261 scoping excludes (GHG) emissions . measures adoptedto | enforcement trends for
insurance companies in accordance with the' r?duce anld a(?japt to vcf)quntary (c:jarbqn ' SB-25§:Andpu§I Isulbrr;lssmn on publicly
Over 10,000 US companies will be GHG Protocol | qlmatg-re_ atg -0 setg an em|SS|ons accessible digital platform
+ financial risk in i reduction claims.

subject to the climate disclosure
requirements in the near term.

SB-261:Biennial disclosure on an

accordance with the entity’s website

; . TCFD or successor
Awaiting the CARB adoption of If a(;ready rtiportmg ' body (1958)
implementation regulations; under another |

implementation costs and timeline mandatory stan_dard,
no need to duplicate.

@k Assurance

Initially limited assurance for scopes 1
and 2, with transition to reasonable
assurance (TBD for scope 3)
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Webinar Dates and Topics for 2024

o 11 March — IASB Developments

o 22 April — Sustainability Reporting Developments

s\l ) . .
>M\~2. For more details and access to our webinar series:

W

“ https://home.kpmg/cn/en/home/services/audit/ifrs-news/financial-reporting-webinar-series.html

kPMG | 19
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Resources

Resources centre:

US sustainability

Resources centre: e T _ Resoqrces_ _centre:
igpes HKEX enhanced === Sustainability

climate disclosure reporting

. reporting

H KEX!S VS SSE
conclusions on Sustainability
climate o Report

disclosure Guidelines
requirements

= l China Stock Exchanges e Event:

P s Finalised Mandatory Scaling up green

= Sustainability Reporting tech adoption and
Requirements for Larger investments in real

Listed Entities estate sector

Worl
er



https://kpmg.com/us/en/frv/all-topics/esg.html
https://kpmg.com/us/en/frv/all-topics/esg.html
https://kpmg.com/us/en/frv/all-topics/esg.html
https://kpmg.com/xx/en/home/insights/2020/10/sustainability-reporting.html
https://kpmg.com/xx/en/home/insights/2020/10/sustainability-reporting.html
https://kpmg.com/xx/en/home/insights/2020/10/sustainability-reporting.html
https://www.hkex.com.hk/News/Regulatory-Announcements/2024/240419news?sc_lang=en
http://english.sse.com.cn/news/newsrelease/c/10753174/files/5a3884ca89cd434bb34ab39dd539f8e7.pdf
http://english.sse.com.cn/news/newsrelease/c/10753174/files/5a3884ca89cd434bb34ab39dd539f8e7.pdf
http://english.sse.com.cn/news/newsrelease/c/10753174/files/5a3884ca89cd434bb34ab39dd539f8e7.pdf
http://english.sse.com.cn/news/newsrelease/c/10753174/files/5a3884ca89cd434bb34ab39dd539f8e7.pdf
https://kpmg.com/cn/en/home/insights/2024/04/the-hkex-enhanced-climate-disclosure.html
https://kpmg.com/cn/en/home/insights/2024/04/the-hkex-enhanced-climate-disclosure.html
https://kpmg.com/cn/en/home/insights/2024/04/the-hkex-enhanced-climate-disclosure.html
https://host.kpmg-cn.com/event/sessions?id=Scaling_Up_Green_Tech_Adoption_and_Investments_in_Real_Estate_Sector3599171779
https://host.kpmg-cn.com/event/sessions?id=Scaling_Up_Green_Tech_Adoption_and_Investments_in_Real_Estate_Sector3599171779
https://host.kpmg-cn.com/event/sessions?id=Scaling_Up_Green_Tech_Adoption_and_Investments_in_Real_Estate_Sector3599171779
https://host.kpmg-cn.com/event/sessions?id=Scaling_Up_Green_Tech_Adoption_and_Investments_in_Real_Estate_Sector3599171779
https://host.kpmg-cn.com/event/sessions?id=Scaling_Up_Green_Tech_Adoption_and_Investments_in_Real_Estate_Sector3599171779
https://assets.kpmg.com/content/dam/kpmg/cn/pdf/en/2024/04/china-stock-exchanges-finalised-mandatory-sustainability-reporting-requirements-for-larger-listed-entities.pdf
https://assets.kpmg.com/content/dam/kpmg/cn/pdf/en/2024/04/china-stock-exchanges-finalised-mandatory-sustainability-reporting-requirements-for-larger-listed-entities.pdf
https://assets.kpmg.com/content/dam/kpmg/cn/pdf/en/2024/04/china-stock-exchanges-finalised-mandatory-sustainability-reporting-requirements-for-larger-listed-entities.pdf
https://assets.kpmg.com/content/dam/kpmg/cn/pdf/en/2024/04/china-stock-exchanges-finalised-mandatory-sustainability-reporting-requirements-for-larger-listed-entities.pdf
https://assets.kpmg.com/content/dam/kpmg/cn/pdf/en/2024/04/china-stock-exchanges-finalised-mandatory-sustainability-reporting-requirements-for-larger-listed-entities.pdf
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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 endeavor 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.

© 2024 KPMG, a Hong Kong (SAR) partnership and a member firm of the KPMG global organisation of independent member firms
affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.

The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global organisation..



	Sustainability Reporting �Development
	With us today
	Significant milestones in sustainability reporting over the last year
	Slide Number 4
	HKEX ESG Code - phased approach to report on new climate requirements
	At a glance - HKEX ESG Reporting Guide vs ESG Code
	Key concepts in sustainability reporting 
	Common materiality considerations
	Disclosing current and anticipated financial effects
	Summary of implementation reliefs and waiver
	Slide Number 11
	SSE/SZSE/BSE* release  sustainable report Guidelines effective 1 May 2024
	Which entities are scoped in as mandatory?
	Challenges for listed companies
	What is double materiality assessment? 
	Slide Number 16
	SEC climate rule
	California climate rules
	Webinar Dates and Topics for 2024
	Resources
	Contact us
	Slide Number 22

