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Climate-related Risk Management and Disclosure of Fund Managers

The Securities and Futures Commission of Hong Kong (“SFC”) has published the consultation conclusion on proposed
climate-related risk management and disclosure requirements for fund managers in August 2021. The standards for
fund managers managing collective investment schemes to take climate-related risks into consideration in their
investment and risk management processes will be effective by as early as August 20, 2022.

A Glance at the Climate-related Risk Management and Disclosure Framework

1. Governance e :

Board’s roles and responsibilities: Management’s roles and responsibilities:
* Definethe board’s or the board committee’s role in * Assign roles and responsibilities
overseeing climate risk management * Establish monitoring mechanism and internal control
* Qversee progress against goals for addressing climate system
issues * Formulate goals and action plan
* Determine how the board or the board committee * Devote sufficient human and technical resources

executes this role

ZEE R 2. Investment Management

* Identify relevant and material physical and transition risks for each investment strategy and fund it manages
* Factor the material climate risks into the investment management process
* Assess the impact of these risks on the performance of underlying investments

3. Risk Management e -

* Incorporate climate risks into risk management framework to ensure steps have been taken to identify, assess,
manage and monitor the risks for each investment strategy and fund
* Apply appropriate tools and metrics to assess and quantify the risks

R 4. Disclosure

* Describe governance structure, board’s roles and oversight and the management’s roles and responsibilities
* Describe investment management and risk management per requirements in the relevant sections above
* Review disclosures at least annually and update disclosures where considered appropriate

Enhanced disclosure (For licensed corporations with CISs under management equalling or exceeding HK$8 billion)
* Assess the relevance and utility of scenario analysis in evaluating the resilience of investment strategies to
climate risks under different pathways

Take responsible step to identify the portfolio carbon footprint of Scope 1 and Scope 2 carbon emission
Describe the engagement policy to illustrate how material risks are managed at the entity level

Provide portfolio carbon footprint of Scope 1 and Scope 2 carbon emission at the fund level

Implementation timeline

Enhanced

Baseline

requirements 12-month transition standards 15-month transition
(20t November 2022)

Large funds

Gap analysis and baseline requirements

Other funds



Deloitte, a global leader on Sustainability and Climate Risk Management

We are one of the leading providers of global sustainability services across all geographies and industries with
unparalleled access to various players within the global sustainability ecosystem.

Deloitte ranked #1 in brand preference, for
both Sustainability Assurance and Consulting,
based on a global survey conducted by

Globally, more than 900 Deloitte partners and
professionals deliver sustainability-related

services -

Verdantix
Over 50 countries in which we have provided 5 billion in value has been identified as a
clients with specialised services in a wide result of our global reach and demonstrated
variety of sustainability-related disciplines success

Actively provide integrated market research and analysis related to climate change through qualitative and
guantitative studies. One of our latest research reports - China’s turning point: How climate action can
drive our economic future shows that rapid decarbonisation could yield economic gains of approximately
RMB116 trillion (in present value terms) for China’s economy by 2070.

https://www2.deloitte.com/content/dam/Deloitte/cn/Documents/about-deloitte/cn-dtt-turningpoint-report-en-210823.pdf

Provide advisory service on governance structure, investment and risk management

How Deloitte :
process, and engagement policy

could SuPport * Review climate-related risk management

you * Assistin TCFD Framework implementation and disclosures
* Perform relevance and materiality assessment of climate-related risk

* Support climate scenario analysis in evaluating the resilience of investment
strategies under different pathways

* Assistin compiling relevant disclosures in accordance with the SFC’s proposed
framework

* Assist in computation of WACI/portfolio carbon footprints

* Provide WACI and portfolio carbon footprints assurance
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