Technical Corner EsTiilE|

~N -
Sustamab ty‘ Rating anc iew;20
" Tﬁ 2016$IEEE P i

e

E%mg{%*ﬁﬁ_lh%ﬁﬁﬁ#ﬁﬂ
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In the recent decade, HKQAA has always been the advocate in promoting  FEIE 7L - BB ABLEE IRERTESHAF
sustainability, corporate social responsibility (CSR), and environment management, BIER [ BERERBRUBERRETIH NI | BA

so as to further the sustainable development of Hong Kong's economy, environment o’ — Y2 = 15O 26000 GRI G4 N
and society. The third annual year of the HKQAA Sustainability Rating and Research i—ﬁiﬁ lﬁfﬁé $¢Fﬁﬁﬁ)§%$5i&f§§$f Al
once again assessed the quality of companies’ sustainability management using St gl

the scoring methodology based on ISO 26000 and GRI G4. The key findings of the

research are provided below. iﬁ?ﬁ%‘l‘i‘l&&iﬁiﬁﬁl
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In 2016, HKQAA reviewed the &sAHLE (70) 10%

ST FRS D) RE

sustainability performance of BE AR Y A

699 eligible listed companies for  Properties & Construction Industrials T3¢ (79) 11% é;gﬁgAgigg

inclusion in the Hang Seng Corporate  #hERR S (105) 15% P e
Capy A8 (109) 15% 46ARIEB LT AT (B

Sustainability Index Series (the Index

Series) — 464 Hong Kong listed (HK)
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stand-alone and integrated reports) Chart 1 — Universe by Industry 2016 DEARERR/ A ERT
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and international media reports, to b 7R Hb R B B A B

assess their sustainability performance as a whole. We also reviewed more MEEHRE : YEBBBE50HATER - A THREER
than 650 annual reports to understand companies’ regulatory compliance and B EET - A REIFSEUE o AN - I AT e E

financial data. All companies were given an opportunity to offer feedback and A 4 X
supporting documents to HKQAA in the form of a questionnaire to supplement the AR - IARIBEC AR AR AN T E A S -

publicly-available information. This year, SFEENARBHEEFH
the total number of responding companies 140 LEIENEEA 10% ©
increased by over 10% compared to 2015. % oo
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274 HK companies (59%) and 146 CN iﬁ%ﬁ%ilg%gga%g@)
companies (62%) achieved a moderate/ ; /\F'EJ 5 2 - (60%) 2 OE|J
satisfactory rating of BBB- or above. 90.0 M 146 1% 17l (62%) = %
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environmental management will be provided B4 — B D ANBOER I RLLE HEZHECMRIRREERFE

in the following sections.

Conclusion — Company engagement is on the rise

The higher level of company engagement as well as the improved overall
sustainability performance of companies in 2016 demonstrates that more and
more companies in Hong Kong and the Mainland are becoming more proactive in
addressing sustainability challenges and responding to the needs and expectations
of society. We anticipate that HKQAA'’s annual research will continue to chart
improved performance in future.

Companies’ Quality of Carbon Reporting and Implementation of the

Recommended Environmental Practices

In view of the growing interest from stakeholders in companies’ environmental

performance and the elevation of Hong Kong Stock Exchanges and Clearing Limited

(HKEX) reporting standards that require the disclosure of environmental KPIs to ‘comply

or explain’in 2017. We therefore, report below the overall performance of the assessed

companies with respect to the quality of their carbon reporting and the implementation

of the recommended environmental practices:

e 14% of the assessed HK and CN companies identify climate change and carbon
as material issues and report on carbon emissions

e 57% of the Index Series Constituents report on carbon while only 7% of the Non-
Constituents do likewise

e 17% of the HK companies report on carbon while only 9% of the CN companies do
likewise

® 40% of the companies that report on carbon report on their direct and indirect
emissions; fewer companies (18%) report on emissions in their value chains

e Only 4% of companies publish targets to reduce their carbon emissions

e 38% of companies that report on carbon, engage a third party assurance provider
for their carbon data

As HK companies will be mandated to report on environmental performance indicators

in 2017, this year’s research focuses not only on the quality of carbon reporting

but also on whether and how they implemented the recommended environmental

practices.

e 48% of HK companies implemented measures to prevent pollution and minimise
waste

e 40% promoted the sustainable use of resources, including reducing the use of
energy, water and replacing non-renewable resources

e 31% implemented measures to adapt to climate change and mitigate its impact

e Only 16% of HK companies in high carbon industries, i.e. Utilities, Properties and
Constructions, Industrials, Consumer Goods and Materials report on carbon

® 24% acted to protect the environment and restore natural habitats and the various
functions and services that ecosystems provide

Way Forward — Need for Improvement with Initiatives Underway
Research this year reveals a clear need for improving the companies’ preparedness
for a low-carbon economy and their accountability for communicating their carbon
performance with their stakeholders. The initiatives including the upgrading of the
reporting obligation to cover all environmental indicators are underway. We would like
to witness the efforts made by the listed companies in taking steps towards the better
alignment of environmental sustainability and investment goals.
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