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Questions
Why are there more attention on ESG
performances?
What are the challenges in ESG reporting?
What is the trend in Hong Kong?

© 2019 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.

3

Agenda
1
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ESG reporting & challenges
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The Hong Kong landscape
and development
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1. The key Drivers

ESG? ESG reporting?
Not:

Focus On:

Tree hugging

How will you be prepared for
future changes and what is
your role in driving them?

Climate
Change

Energy &
Fuel

Material
Resource
Scarcity

Water
Scarcity

Population
Growth

Wealth

Urbanization

Food
Security

Ecosystem
Decline

Deforestatio
n

Public relations

“We are the greenest”
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Sustainability demand drivers
1. Disruptive macro trends

2. Connectivity and reputation

Climate
change

Tech &
innovation

Macro
Trends
Regulatory
pressures

Aging
infrastructure
Job
creation

3. Opportunity to innovate
•

Reputations can be damaged quickly in
an increasingly connected world.

4. Intangible assets & investor interest

Provides new perspectives,
partnerships, and constraints
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Intangible assets & investor interest
1. Disruptive macro
2. Connectivity
trends
and reputation
3. Opportunity to4.
innovate

Do you feel hot??
Years with the highest number of hot nights

5 of the 6 years with the highest number of hot nights
(days with a minimum temperature of 28°C or above) are
in 2014 or later

’50s

’80s

’00s
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Intangible assets & investor interest
1. Disruptive macro
2. Connectivity
trends
and reputation
3. Opportunity to4.
innovate

Climate change? What has changed?
Most countries in the
world signed the Paris
climate agreement

Carbon has a price
Rising carbon pricing initiatives:
carbon trading markets, carbon tax

Low carbon investments
Energy: solar energy, wind energy…
Building: green buildings, energy-saving…
IT: data centre, smart grid, broadband…
Transportation: public transportation…
Industry: clean production…
Finance: green lending, climate insurance…
…

Climate &
carbon
reporting

Growing number of
extreme weather
events & financial
costs

Source: State and Trends of Carbon Pricing 2019, World Bank
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Intangible assets & investor interest
1. Disruptive macro
2. Connectivity
trends
and reputation
3. Opportunity to4.
innovate

The evolving risks landscapes (2009-2019)
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Intangible assets & investor interest
1. Disruptive macro
2. Connectivity
trends
and reputation
3. Opportunity to4.
innovate

Some Facts on Sustainability
1.75

70%

or more of electricity used in
over 100 cities is from
renewables

Earths
required to
meet annual
demand on
nature

1.15
Million
deaths a
year
contributed
by air
pollution in
China
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Intangible assets & investor interest
1. Disruptive macro
2. Connectivity
trends
and reputation
3. Opportunity to4.
innovate

Social opinions spread quickly
While the public is becoming more ethically and environmentally conscious

Source: The Hollywood Reporter 2018

Source: The New York Times 2018
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Intangible assets & investor interest
1. Disruptive macro
2. Connectivity
trends
and reputation
3. Opportunity to4.
innovate

Sustainability innovations
Opportunities
Green Giants: How Smart Companies Turn
Sustainability into Billion Dollar Businesses

Freya Williams

1. Tesla
2. Toyota (Prius)
3. GE Ecomagination
4. Ikea (Sustainable Living)
5. Nike Flyknit
6. Chipotle
7. Unilever
8. Whole Foods
9. Natura
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Intangible assets & investor interest
1. Disruptive macro
2. Connectivity
trends
and reputation
3. Opportunity to4.
innovate

Component of market value
Intangible assets account for up to 84% of the market value of listed
companies.

•
•
•
•
•
•
•

Brand
Integrity
Innovation
Foresightedness and
agility
Risk management
Human capital
…
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Intangible assets & investor interest
1. Disruptive macro
2. Connectivity
trends
and reputation
3. Opportunity to4.
innovate

Responsible investment is on the rise
5-year
change
2015
2019
% change

Assets under management
(US$ trillion)

Number of
Signatories

59
86.3
46%

1384
2372
71%

Source: Principles for Responsible Investment 2019
https://www.unpri.org/pri/about-the-pri#How_is_the_PRI_funded
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2. ESG reporting &
Challanges

ESG reporting on the growing trend globally

KPMG member firm professionals reviewed corporate responsibility (CR) and sustainability reporting from
4,900 companies in 49 countries and regions,
Source: https://home.kpmg/content/dam/kpmg/campaigns/csr/pdf/CSR_Reporting_2017.pdf
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Demand for transparent and quality ESG information
The market is increasingly concerned about how
companies build shareholder value in a rapidly
changing global economic environment.
Investors want companies to increase
transparency in financial, environmental and social
risks and opportunities.
Relevant risks include climate impacts, regulations,
market changes and pressure from stakeholders.

Sustainability
reporting
standards and
frameworks
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Typical structure and elements of ESG report
Statement
from senior
decisionmaker

REPORTING PRINCIPLES
Define report content
• Stakeholder
Inclusiveness
• Sustainability Context
• Materiality
• Completeness

Define report quality
• Accuracy
• Balance
• Clarity
• Comparability
• Reliability
• Timeliness

ESG
highlights of
the year

About the
company

ESG strategy

ESG
governance

Economic

Stakeholder
engagement

Social
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Environmental
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The process of reporting
Strategy

Reporting &
Assurance

Goals &
Targets

Data
management
and review

Policies &
Procedures

KPIs,
monitoring, &
controls
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Challenges
No fixed standards
that must be complied
with

Application of
materiality requires
significant judgement

Embed ESG in
corporate
strategy

May not be a
main focus of
the company

Reliability of
data

Longer term return

Lack of
resources and
commitments
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3. The Hong Kong
landscape and
development

ESG Development in Hong Kong
ESG REPORTING
HKEX upgraded
general disclosures
to “comply or
explain provisions”

2016

SFC published
the principles of
Responsible
Ownership

OTHER ESG
DEVELOPMENT

HKEX upgraded
environmental
KPIs to “comply
or explain”
disclosures

2017

2018

Government
green bond
issuance
announced in
Policy Address
2017

HKEX issued a
consultation paper on
strengthening ESG
Reporting Guide for
FY2020 report

HKEX published
a step-by-step
guide to ESG
reporting

SFC published
the Strategic
Framework for
Green Finance
and has signed
up as a
supporter of
TCFD

2019

SFC launched a
survey on ESG
integration in
asset
management
MPFA issued a
circular letter
encouraging
trustees to
consider ESG
and green bond
investment

HKMA introduces
key measures on
sustainable
banking and
green finance

SFC issued a
circular to enhance
the disclosure
standard of green or
ESG funds
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ESG Reporting Consultation Paper
On 17 May 2019, the Stock Exchange of
Hong Kong Limited (the Exchange)
published a consultation paper on its
proposed changes to the ESG Guide and
related Listing Rules to improve issuers’
ESG performance and reporting.

Highlights
•

Introduction of mandatory disclosure
requirements (MDR) and certain
changes to the ESG Guide.

•

Proposed changes intended to be
implemented in the financial year
commencing on or after 1 January 2020.
We recommend that companies start
preparing to respond.
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ESG Reporting Guide
Required to state the
issuer’s ESG
management approach,
strategy, priorities
and objectives

Existing

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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ESG Reporting Guide
Mandatory
Disclosure
Requirement
(MDR)

MDR
 Governance
structure
 Board oversight

ESG
governance

Proposed Changes
MDR
 Narrative explaining
reporting boundaries

Reporting
principles

Reporting
boundary

A Environmental
Set targets
 Environmental
targets set

General
Disclosure

KPI
Disclosure

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

Health and safety
 Include no. and rate of
work related fatalities
occurred in each of the
past 3 years

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

Recommended
“Comply
or explain”
1

Environment and
Natural Resources

2

Employment
2

2

3

Labour
standards

Health
and safety

4

5

1

New Aspect “Climate
Change”
 New KPI 4.1:
description of significant
climate-related issues

Development
and training
Climate
change

3

Anticorruption

Supply chain
management
2

Community
Investment

Product
responsibility

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

Anticorruption
 New KPI B7.3 - disclosure
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Other Proposed Changes
Key proposed changes
Shorten timeframe for ESG report publication
• Required to publish within 4 months for Main
Board issuers and 3 months for GEM
issuers from the financial year end

Actions for companies
• Improve internal reporting practices and
streamline processes
• Plan for sufficient resources

Others key proposals:
•

Clarify whether the issuer is not required to provide printed form of the report to shareholders
unless responding to their specific requests in relation to the ESG report

•

Encourage to obtain independent assurance
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Thank you

kpmg.com/socialmedia
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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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