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ASIFMA AMG response to the Beijing Stock Exchange Consultation on
Continuous Supervision Guidelines for Listed Companies, No. 11 -
Sustainability Report (Trial)
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ASIFMA is an independent, regional trade association with over 160 member firms comprising a diverse range of leading financial institutions
from both the buy and sell side, including banks, asset managers, professional and consulting firms, and market infrastructure service
providers. Together, we harness the shared interests of the financial industry to promote the development of liquid, deep and broad capital
markets in Asia. AAMG advocates stable, innovative and competitive Asian capital markets that are necessary to support the region’s
economic growth. We drive consensus, advocate solutions and effect change around key issues through the collective strength and clarity
of one industry voice. Our many initiatives include consultations with regulators and exchanges, development of uniform industry standards,
advocacy for enhanced markets through policy papers, and lowering the cost of doing business in the region. Through the GFMA alliance
with SIFMA in the United States and AFME in Europe, AAMG also provides insights on global best practice and standards to benefit the
region.

ASIA SECURITIES INDUSTRY & Unit 3603, Tower 2 89 Queensway Tel: +852 2531 6500
FINANCIAL MARKETS ASSOCIATION Lippo Centre Admiralty, Hong Kong www.asifma.org


mailto:ruleadvice@bse.cn
http://www.asifma.org/
http://www.gfma.org/
http://www.sifma.org/
http://www.afme.org/
http://www.asifma.org/
http://www.gfma.org/
http://www.sifma.org/
http://www.afme.org/

On behalf of the Asset Management Group (“AAMG”) of Asia Securities Industry & Financial Markets
Association (“ASIFMA”), we would like to submit our responses to the Beijing Stock Exchange (“BSE”,
or “Exchange”) Consultation on Continuous Supervision Guidelines for Listed Companies, No. 11 —
Sustainability Report (Trial) (Draft for Comment) (“Guidelines”).
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Our members who are predominantly global asset managers, commend the initiatives that the
exchange is making in improving environmental and broader sustainability disclosures by listed
companies. Enhanced sustainability information about investee companies allows for more informed
investment decisions by investors and broadens the investment universe suitable for sustainable
investing by the international investment community. Our members support the Guidelines’ adoption
of ‘double materiality’ in Article 5, that is, looking at both the financial and impact importance of a
particular sustainability topic. We appreciate this alignment with European standards which makes
Chinese listed companies more attractive to many global investors.
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Companies in scope versus voluntary disclosure
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For non-mandatory disclosures, we believe that a comply-or-explain regime, that is, to comply with
the disclosure rules or explain non-compliance, is more effective in ensuring faster adoption than a
voluntary regime. We believe that a company’s determination of whether to comply or explain will
inevitably change as standards, methodologies and reporting infrastructure matures and becomes
more widely adopted, leading to increasingly more comprehensive disclosures over time. For example,
in Hong Kong, we have observed mandatory disclosure requirements and comply-or-explain
provisions for ESG, where it has taken several years to see improvements to disclosure. In other
markets, regulators are adopting a phased approach to climate disclosures with early mandatory
disclosure by the largest listed companies followed by smaller listed companies (in Taiwan), main
market followed by growth market adoption (in Malaysia) and even broadening the scope to large
unlisted companies (in Singapore and Malaysia). Many regulators are also adopting the transition
relief approach of the International Sustainability Standards Board (ISSB) standards for more complex
disclosures such as Scope 3 GHG emissions, and also considering a phased requirement for the
assurance of disclosures.
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Similarly in China, we believe that the largest companies have the resources to prepare a Sustainability

Report, and those that are also simultaneously listed overseas will likely face similar reporting

requirements overseas. But, our members, especially those that invest in small and mid-cap

companies would like to see the sustainability data of smaller companies. We encourage the exchange

to disclose any timeline for market-wide mandatory adoption ideally so that companies can prepare.
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Disclosure of Scope 3 emissions
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We recognise that there are many difficulties and complexities in providing ‘decision-useful’ Scope 3
emissions disclosures, due to issues like limited data, poor estimation models and differing
interpretations of materiality. However, Scope 3 emissions help investors determine a number of
things relevant to our broader understanding of companies’ long term growth potential.
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Firstly, a company’s disclosure of Scope 3 emissions is a sign of relative maturity of its approach to
climate and can mean a company has developed the capacity to look beyond its direct footprint to its
broader value chain from a climate perspective. This can be an indicator that the company is more
advanced in identifying, and possibly managing, potential climate-related risks and opportunities that
could affect stability and growth.
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Secondly, Scope 3 emissions disclosures provide investors with insights into the carbon intensity of
value chains themselves, and therefore the potential for those value chains to experience change and
disruption in future if carbon becomes more of a liability. This can help investors to build a picture of
the materiality of such emissions to different companies and sectors. It can help investors identify
competitive edge in materials, sourcing, markets and customers.
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Finally, these disclosures help us to determine how aligned a company is to an appropriate net zero
emissions pathway. If a company has included material Scope 3 emissions in its strategy, and is
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disclosing appropriately, this helps investors gain confidence that the strategy is robust and broad
enough in its scope.
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As such, our preference is for the Guidelines at Article 24 to state that ‘in-scope disclosing entities
should disclose material Scope 3 emissions’ rather than ‘in-scope disclosing entities with the capability
may disclose Scope 3 emissions’.
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Internationally-recognised standards and methodologies
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Article 6 specifically makes references to standards, including local and international standards.
International standards help international investors to benchmark companies across different markets,
and to more efficiently integrate investment and risk management measures across global portfolios.
Whilst we appreciate there are certain local disclosures which are important for China’s own targets
and plans, we believe it is also important that China’s sustainability disclosures closely align with
international standards, thereby enhancing the openness and attractiveness of China’s capital markets.
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We believe that the Guidelines reflect the principles and framework of international standards, such
as the ISSB and the Recommendations of the Taskforce on Climate-Related Financial Disclosures
(TCFD), especially in terms of the four core aspects of governance, strategy, risk management and
metrics.

FATH 2 SRR BR BB T IE G — T RF2E K R AS BVRAL A4 e 07 N — 2488, #ilan.
Our members support initiatives that standardise and harmonise how sustainability data is assessed
and disclosed globally. For example:
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For sustainability goals, the United Nations Sustainable Development Goals (SDGs).

o MFAEHGEREIE, WARHESTENERS (SASB) FRAEILCEBFLIFAIA 1SsB
PR
For sustainability metrics, former Sustainability Accounting Standards Board (SASB)
standards which have now been internationalised and incorporated into the ISSB standards.
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For greenhouse gas (GHG) emissions, the GHG Protocol which provides comprehensive and
standardised frameworks to measure and manage GHG emissions.
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For GHG emissions in the financial sector, the Global GHG Accounting and Reporting
Standard for the Financial Industry, developed by Partnership for Carbon Accounting
Financials (PCAF) which provides methodology guidance for calculating GHG emissions from
listed equity, corporate bonds, real estate, mortgages and other loans, sovereign debt,
capital markets issuance and insurance underwriting.
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For impact assessment, the Global Reporting Initiative (GRI) Standards which is an
international independent standards organization that helps businesses, governments, and
other organisations understand and communicate their impacts on issues such as climate
change and corruption.
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It would be useful if the Guidelines or relevant guidance notes make specific reference to such
internationally recognised standards and / or methodologies, for the convenience of Sustainability
Report preparers. For topics in the Guidelines where international discussions are still ongoing, for
example, ethical artificial intelligence, supply chain management, human capital management, we
recommend the exchange monitor developments and adopt international standards when and where
it is deemed necessary.
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Encouraging disclosure of quantitative metrics

SFRATHI S TR, B b RS T E AP S A JE s . IEP R AR AT
RIBIEOLTY, 7 ik 5 H 2 1E BEE GES U TR DR = AT 3 HilE
PER RN, WA EATF I PO EE I N 25 32 B AL ST T s PR EE R, AT N BT L%
JERF — B TTAEAESE, FETTAARMT BOYAS IERRE 2 7E 24 i DL SIAS FH 0 S5 D00 e 810 45 i £ 16 AT 2
PRAF, A A 32 R EAL 1

For our members the disclosure of quantitative metrics is important in order to benchmark and assess
performance trends. To encourage rather than discourage companies to provide more quantitative
disclosures (please refer to our earlier comments on Scope 3 GHG emissions), we believe that the
exchange can consider adopting a liability framework that initially gives meaningful protection from
fines or penalties for incorrect disclosures that are provided in good faith as standards continue to
evolve.
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Please feel free to contact me at ykwan@asifma.org or telephone +852 2531 6573 if you have any
questions regarding any of our comments.
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Yours sincerely

NS —

Yvette Kwan
AT ] Executive Adviser
‘{#l—r\g—dvir

B S Asset Management Group
WMAEZ L 5 4Rl %102 Asia Securities Industry & Financial Markets Association
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