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We generally agree with the tightening to mandatory disclosure. Yet, considering ISSB just
released the final sustainability disclosure standards, and time is needed for HKEX to finalize its
implementation in Hong Kong, enforcing the framework in FY 2024 (maybe even FY 2025) is
considered a bit rush and difficult (esp. scope 3 and financial effects of climate-related risks).
We, therefore, propose a few alternative implementation methods, 1) Keeping the effective date
of 1 January 2024, but with the inclusion of more items under the “Comply or Explain” or
“Interim Provision” conditions (e.g. paragraphs 8 and 9); 2) entire Part D of the Proposed
Appendix 27 to be enforced under the “Comply or Explain” condition in FY2024, only becoming
mandatory starting from FY 2025; 3) HKEX may also consider implementing the framework in
phases, first requiring large-cap issuers (e.g. in FY2024) then smaller ones such as those in
Growth Enterprise Market (e.g. in FY2025) to start disclosing.
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The disclosures under the proposed framework would encourage more transparency and
detailed description of the board’s governance and role.
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The new framework requires much more detailed disclosures on the “Strategies” adopted by the
issuers.
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Compared to climate-related risks which should be totally transparent to investors, disclosing
climate-related opportunities is also welcome and would provide additional information for
investors in making their investment decisions.
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The qualitative descriptions here should align with the quantitative numbers in the “Metrics and
Targets” session.
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Issuers are required to disclose their actions to be/had been taken in response to their climate-
related risks.
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But to our understanding, most listed companies have not established their climate-related and
GHG emission targets to fulfill local legislation, especially for small and mid-cap listed
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While it is a positive sign that HKEX allows issuers who do not provide information in relation to
paragraph 6 to disclose the work plan, progress, and timetable for setting climate-related targets
and making the relevant disclosure, we notice this is the only area in the proposed framework
that allows such leeway without the setting of an interim period (2 years). We suggest adding an
Interim provision of 2 years in paragraph 6. Alternatively, HKEX may consider using the
“Comply or Explain” framework for paragraph 6 if an interim period does not apply here.
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This would help investors to see its consistency/ deviation from the original plan.
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Investors can understand how climate uncertainty would impact issuers’ business strategies and
plans. Given the tight implementation schedule, this part could be enforced under the “Comply
or Explain” / “Interim Provision” conditions in FY 2024 and be mandatory in 2025.
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We believe ‘climate-related scenario analysis’ is new to a lot of companies. By allowing issuers
to “use a method that is commensurate with an issuer’s circumstances”, we appreciate HKMA is
providing some wiggle room for issuers to adopt methods deemed suitable.

Nonetheless, we believe the different analysis methodologies/ assumptions /chosen scenarios
would greatly affect the results, denting the comparability of disclosures across issuers.

Therefore, further implementation guidance on, for example, prescribing standards scenarios
(rising 1.5 degree Celsius and a 2 degree Celsius) may facilitate comparison and analyses.
HKEX may also consider educating issuers that there are specific frameworks suitable for
conducting climate-related scenario analysis (e.g. SASB) to increase comparability.

Also, given the tight implementation schedule, this part could be enforced under the “Comply or
Explain” / “Interim Provision” conditions in FY 2024 and mandatory in 2025.
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In practice, it is vague to define whether a climate-related risk is “significant”. Secondly, how to
estimate a “significant” risk impacting the balance sheet would vastly depend on the
assumptions made by the issuers. If without more guidance on what to include and how to
estimate, figures disclosed are barely comparable across issuers and less meaningful to
investors/stakeholders.
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We generally agree with the establishment of an Interim Period for more difficult items. As we



020

believe disclosing information according to paragraph 10 could be challenging for some
companies, we suggest extending the interim period to 3 years. Additional to the qualitative
disclosure, we also strongly encourage issuers to explain the progress made over the past
financial year to allow for better supervision over time.
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Suggest the issuers consider referencing metrics here (paragraph 11(b)) with those in
paragraph 19 under “Metrics and Targets” as both concern capital deployment. This would
better connect the dots and strengthen the linkage between current and anticipated figures,
explaining how current figures (paragraph 19) are used to infer the “Anticipated financial effect
(paragraph 11).
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Similar to Q13, we suggest extending the interim period to 3 years. Additional to the qualitative
disclosure, we also strongly encourage issuers to explain the progress made over the past
financial year to allow for better supervision over time.
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Better gauge the internal risk management process, particularly think (ii) “how the issuer
prioritises climate-related risks relative to other types of risks” and (iv) “how such process is

integrated into the issuer’s overall risk management process” are key.
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Both risks (mandatory) and opportunities (if applicable) should be covered.
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This should not be difficult as scope 1 and 2 are already required in the current Appendix 27
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The term 'significant' 15(a) is subjective and could vary from one organization to another.
Although paragraph 15(d) requires explanation over non-disclosure, there's still a risk of
selective reporting, with companies choosing to only report activities where emissions are lower.
More guidance/penalties for non-compliance are needed to align disclosures across companies.

Furthermore, emissions reporting (particularly pertaining to Scope 3 emissions) largely depends
on companies providing accurate data. Without a robust third-party verification or audit system,
there’s the risk of inaccurate, misleading, or underreported emissions data. We suggest phasing
in third-party verification in the longer term.
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Scope 3 is probably the most challenging disclosure among all, it does not require the issuer per
se to disclose the figures, but also information from various sources throughout the value chain,
including suppliers, customers, and transport providers. There currently are no regulations
requiring these parties to reveal their GHG emissions. Compared to other items in the
framework, HKEX may consider providing an extra year of interim period (total of 3 years) for
scope 3-related disclosures. Additionally, we also strongly encourage issuers to explain the
progress made over the past financial year to allow for better supervision over time.
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But we note that it is hard to arrive at a percentage depicting the portion of business subject to
transition risks. For example, if an issuer owns a coal-fired power plant in an area where ESG
regulations clearly lag the rest of the market, how can it accurately estimate the risks? More
guidance is needed to align disclosures across issuers to make figures comparable.
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As it may be hard to arrive at an accurate estimate as stated above, qualitative descriptions may
be needed in the long run (not only in the interim period) to help investors to self-evaluate the
risks the issuer is exposing to, rather than just having a number provided without textual
elaboration. We also strongly encourage issuers to explain the progress made over the past
financial year to allow for better supervision over time.

Also, HKEX may need to clarify how this qualitative interim disclosure is different from that
under paragraph 2(e) of the Proposed Appendix 27.



020

fizE 21(a
EREEAENESZNME-1Tt DRI FE 17BME, HERBEASRERARSENESESRE
BRBSNBRERESLE?

=

=

HRPER.

Similar comment to that set out in 20(a)
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Similar comment to that set out in 20(b)
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Similar comment to that set out in 20(a)
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Similar comment to that set out in 20(b)
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Better to also present the amounts as a percentage of total assets/revenue/other metrics,
otherwise harder to compare these figures across companies.

HKEX may also suggest issuers relate these figures with those under paragraph 11(b) of Part D
of the Proposed Appendix 27 to help investors to align these figures under different climate
scenarios.
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Similar comment to that set out in 20(b)
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To our understanding, although internal carbon pricing (ICP) is a tool increasingly used by
companies to reduce carbon emissions / mitigate climate-related business risks / identify
opportunities in the transition to a low-carbon economy etc., some companies are still
experimenting with ICP to see how, where, and when their emissions could affect their profit-
and-loss statements and investment choices. So it may be premature at this stage to
mandatorily disclose it.

Some companies may choose not to disclose their internal carbon pricing for competitive
reasons or other considerations. In this case, is it possible to disclose the change in ICP (in %
or absolute) over time for investors to gauge the companies’ commitment to carbon reduction?
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Would encourage individuals to exert efforts on climate-related goals set by issuers
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In the future, HKEX may consider taking a more proactive approach to educating issuers on
other reporting frameworks, especially in areas where it would significantly enhance the quality,
comparability, and interoperability of disclosures. One example we raised earlier (Q11) is the
adaptation of climate-related scenario analysis proposed by SASB for some industries, which
we believe would help enhance the comparability across issuers in their scenario analyses.
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The final paper released by ISSB in June 2023 differs from the April 2023 version seemingly in
several ways that HKEX may consider updating and revise the current proposed framework —

. Governance: The final version of IFRS S2 includes additional guidance on governance,
including the establishment of a board-level committee responsible for overseeing climate-
related risks and opportunities

. Scope: The final version of IFRS S2 includes additional guidance on the scope of
climate-related disclosures.
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