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RILSELONS

Why are there more attention on ESG
performances?

what are the challenges in ESG reporting?

what is the trend in Howng Kong?

N



The Key Drivers?

ESG reporting & challenges

The Hong Kong landscape
and development
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67 ESG reporting?

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

1. Disruptive macro trends 2. Connectivity and reputation

Reputations can be damaged quickly in

Tech & Cllmate
innovation 00 change an increasingly connected world.

Macro Aging
o Trends infrastructure ((.’)

Regulatory LN Job

pressures creation ®
[
3. Opportunity to innovate 4. Intangible assets & investor interest
 Provides new perspectives, S&P 500 MARKET VALUE
partnerships, and constraints 00, — = —

0%

1875 1985 1aas 2005 2015

TAMGIBLE ASSETS - INTANGIBLE ASSETS

Source: Qoean 100, LLE

RECYCLE Slarary 1, 9IS
m © 2019 KPMG, a Hong Kong partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG 7
International”), a Swiss entity. All rights reserved. Printed in Hong Kong



1. Disruptive macro trends
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5 of the 6 years with the highest number of hot nights
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1. Disruptive macro trends

Limate change? Wna

(has changed?

Most countries in the
world signed the Paris
climate agreement

PARIS2015
COP21-CMP11

e

Carbon has a price

Rising carbon pricing initiatives:
carbon trading markets, carbon tax

Figure 7/ Regional, national and subnational carbon pricing initiatives: share of global emissions covered
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Source: State and Trends of Carbon Pricing 2019, World Bank

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

TCFD
IN'CDP

DISCLOSURE INSIGHT ACTION

Growing number of
extreme weather
events & financial
costs

The Searing Cost of Climate Change

@ Numbor o extrem LR
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The rurmber of global evrerie weather eveants. mud axsociared finarcinl
couts, are growing. Saurce:
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1. Disruptive macro tren

[Ne evoming rsks landscapes (200320

Top 5 Global Risks in Terms of Likelihood

2010 2011

Chronic disease

Fiscal crises

RAetrenchment
from globalization

Major systemic
financial tailure

RAetrenchment
from globalization

Oil and gas Oil price =spiloes Food shortage
pnce soike

in energy and
agriculture prices

riskes may not bea strictly o ac E itions and =

g greenhouse:

Mismanagement
of population

Major systemic
fnancal fadure

income dmparey

Unempioyment
and
wunderemployment

Fiscal crses

Unempiloyment
and
underemployment

al irformation
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Water crzes

Extreme weather

Mayor raturad
catastmphes

Meajor nate
dimainrs

of global risks in 2012, Some global risl nd rising ncome
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1. Disruptive macro trends

or more of electricity used in
over 100 cities is from
renewables
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2. Connectivity and reputation

SOCIdl 0pInions Spread quickly

While the public is becoming more ethically and environmentally conscious

Burberry Receives Backlash
for Burning $38 Million of
Unsold Products

Yy

Hey, @Burberry, there is no need to burn $28 mil worth of stock!
Donate it to school foundations that can auction or sell it to help
educate your future designers!

O 13 5:50 AM - Jul 20, 2018 o

How sad with all the homeless people in our world to burn
clothes. How shallow could Burberry be? Ugh. I'll NEVER buy
Burberry again!!!

O 44 12:18 AM - Jul 20, 2018 - Staten Island, NY o

i'm so disappointed with burberry. you seriously would rather to
burn £28m of excess luxury clothing every year instead of doing
a sale? i wouldn’t call it being protective of your “company’s
prestige”, i would call it pure stupidity

O 2 3:08 AM - Jul 20, 2018 i ]

Burberry to Stop Burning Clothing

and Other Goods It Can’t Sell

Burberry Corporate & w
@BurberryCorp

BURBERAY

Burberry is stopping the practice of destroying unsaleable
products with immediate effect. This builds on our responsibility
agenda to 2022, and is supported by our new strategy which is
helping to tackle the cause of waste brby.co/763

BURBERRY

LONDON ENGLAND

2,498 1.04 PM - Sep 6, 2018 i

Q) 1,023 people are talking about this >

Source: The Hollywood Reporter 2018

KPMmG

Source: The New York Times 2018
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3. Opportunity to innovate

SUSTaNabIity Innovations

Opportunities

Green Giants: How Smart Companies Turn
Sustainability into Billion Dollar Businesses Freya Williams

1. Tesla E- FREYA Wit 0y0c
2. Toyota (Prius) d
3. GE Ecomagination

4. lkea (Sustainable Living) HE

5. Nike Flyknit

6. Chipotle

7. Unilever

8. Whole Foods :h — sMhHT-‘:‘?;"Tf';TmEE TURN

9. Natura 5 gl{{'.ﬁ'x"ﬂ'#l;h"_ pusIuEsats
KPMG intermatonal), a Swiss entty. Al ights resenved. Prnted in Hong Kong, o me Aaed wib KPME iematonal Cooperatie (KPS 13



4. Intangible assets & investor interest

Lomponent of market value

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

COMPONENTS of S&P 500 MARKET VALUE

100%
83% 68% 32% 20% 16%
80%
80% e
e 68% e Brand
40% e Integrity
20% * |nnovation
o% * Foresightedness and
1975 1985 1995 2005 2015 aglllty

* Risk management

Tangible Assets . Intangible Assets . H uman capital

SOURCE: DCEANM TOMOD, LLC
“JANUARY 1, 2015 [ ]
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4. Intangible assets & investor interest

RESPONSIDIE INVESIMENt IS onthe rise

. . . . ] Principles for
The PRI has grown consistently since it began in 2006: [ ] Responsible
] ] | Investment
Assets under management (USs$ trillion) Ne° Signatories
100 4 5-year Assets under management Number of _ 2750
| change (US$ trillion) Signatories
90 — |- 2500
: 2015 59 1384
- - 2250
= 2019 86.3 2372
% change — 2000
. 1750
| 1500
1250
— 1000
- 750
| 500
- 250
Lo
2006 2007 2008 2009 2010 20m 2012 2013 2014 2015 2016 2017 2018 2019
== Number of Signatories I Total Assets under management
el Number of Asset Owners [ Asset Owners' Assets under management
As of April 2019
Source: Principles for Responsible Investment 2019
https://www.unpri.org/pri/about-the-pri#How_is_the PRI_funded
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-ol [6porting onthe growing trend glopaly

Growth in global CR reporting rates since 1993

" 43%
—2/0k
KPMG 50 ._

Teroad o NRR .
ahead AN .

The KPMG Survey of Comorate
Responsibility Reporting 2017

1993 1996 1999 2002 2005 2008 20m 2013 2018 am7

e 100 e (52500

Hase: 4,300 N100 companies and 250 G250 comparies
Scurce:  KPMG Survey of Comorate Responsihiity Reparting 2017

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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Jemand for fransparent

The market is increasingly concerned about how
companies build shareholder value in a rapidly
changing global economic environment.

Investors want companies to increase

and qualty eoG Information

transparency in financial, environmental and social

risks and opportunities.

Relevant risks include climate impacts, regulations,

market changes and pressure from stakeholders.

Sustainability —— —~

repOrtIng STANDARDS

Standards and Foundation Environmental
frameworks

101

THE INTERNATIONAL
<IR> FRAMEWORK

Dow Jones
Sustainability Indexes

18



[ypical structure and elements of esG report

REPORTING PRINCIPLES Statement
from senior
decision-
maker

Define report content
» Stakeholder

Inclusiveness
« Sustainability Context
* Materiality
o Completeness

ESG
highlights of
the year

Define report quality
» Accuracy

e Balance
Clarity
Comparability
Reliability
Timeliness

About the ESG Stakeholder Materiality
company governance engagement assessment

Economic Social Environmental

m © 2019 KPMG, a Hong Kong partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG 19
International”), a Swiss entity. All rights reserved. Printed in Hong Kong



[Ne process of reporting

Strategy

7 ™~

Reporting & Goals &
Assurance Targets

Data

Policies &

management Procedures

and review

\ KPls, /

monitoring, &
controls

KPMmG 20



Lnalenges

No fixed standards
that must be complied
with

Embed ESG in

Application of
materiality requires
significant judgement

corporate
strategy

Reliability of

data

May not be a

oI ——|mainfocus of

the company

Lack of

resources and
commitments

21






-G Development InHong Kong

HKEX upgraded
general disclosures
to “comply or
explain provisions”

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

HKEX upgraded
environmental
KPIs to “comply
or explain”
disclosures

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

SFC launched a

SFC published
the principles of
Responsible
Ownership

OTHER ESG
DEVELOPMENT

Government
green bond
issuance
announced in

Policy Address
2017

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

survey on ESG
integration in
asset
management

HKMA introduces
key measures on
sustainable

MPFA issued a
circular letter
encouraging
trustees to
consider ESG
and green bond
investment

banking and
green finance

SFC issued a
circular to enhance
the disclosure
standard of green or
ESG funds




Fol REpOrting tonsultation Paper

Om——

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

e 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.

Appendix 27

Environmental, Social and Govemanes Reparting Guide
Introdwctic

CONSULTATION PAPER

REVIEW OF THE ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORTING GUIDE AND
RELATED LISTING RULES

24



£l REpOrting Guide e

Quantitative

Balance

Required to state the .
Consistency

issuer’'s ESG ESG Reporting
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management approach, governance principles
strategy, priorities

and objectives R ’D
B T T o : N
‘ PA Environmental & B Social .

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

General
Disclosure

Effective in Jan 2016

1
1
1
1
1
1
1
1
1
i
e 1
. 1 1
KPI “Comply or explain” i i Recommended b
. ! !
Disclosure » b o
| 5 i -
[ [ I
o @ o L
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P! [ |
v 1 ! |
Vo o Use of Environmentand | | Labour Health i
: i Emissions resources Natural Resources | | Employment standards and safety | !
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[ P i
1 1 1 1
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I . P
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1 [ [
o P ]
[ 1
' I !
P P -
1 1
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N Ll Anti- Community b
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m © 2019 KPMG, a Hong Kong p;:rl_n;r;h_lp_a:wd_z:;v;l;t)_er_ﬂ:l; ;f?l;z:(;!\;(;;e_lv;():k_o?;wd_e?)e_nae_n?l;;H_t);r_flan_s_af_fliaTe_d;v;h_K_P_V\/\_G_\n_l;'n_azo_n;I_C:);perallve (‘KPMG 25
International”), a Swiss entity. All rights reserved. Printed in Hong Kong



3G Reporting Guie

MDR
O Narrative explaining
reporting boundaries

Mandatory

MDR Disclnsiire ESG Reportlng Repor“ng :
O Governance Requirement governance principles boundary !
structure |

O Board oversight

Set targets
O Environmental General
targets set Disclosure

1
1
1
1
1
1
1
1
1
1
1
1
|
1
KPI !
Disclosure v |
GHG Emission @5 (2] (2] ©
Q Disclosure of direct & - |
(scope 1) & indirect i
. Use of Environment and Labour Health
(SCOpe 2) GHG Emissions resources Natural Resources Employment standards and safety i
total emissions and s :
intensities | © (4] O
i :
: \,\L
! 1
. i i Development Supply chain Pro !
New Aspect “Climate i and training management  responsibility
” 1 I
Change Climate ] '
O New KPI 4.1: change ; © (2] :
description of significant i i
climate-related issues | - - '
! Allti- Community H
] corr?ﬂion Investment :
1 |
] 1
: 1
] 1
] 1
] 1
i 1
_________________________________________ }




Jther Proposed thanges

@ Key proposed changes ﬂ Actions for companies

Shorten timeframe for ESG report publication - Improve internal reporting practices and

* Required to publish within 4 months for Main streamline processes
Board issuers and 3 months for GEM

: ) : » Plan for sufficient resources
issuers from the financial year end

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

m © 2019 KPMG, a Hong Kong partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG 27
International”), a Swiss entity. All rights reserved. Printed in Hong Kong



Ihank you




in|W f|%(c|a

kpmg.com/socialmedia

Document Classification: KPMG Confidential



