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Training Workshop:

Raising the bar of ESG Reporting: Adjusting ESG Requirements to Tackle Pressing Challenges

09:00-12:15 (Break at 10:30-10:45)

• Session 1: Overview of ESG Reporting & GRI Standards

• Session 2: HKEx ESG Reporting Guide – Environmental (Aspects A1–A3)

• Session 3: Emissions Calculation – Methodology & Examples

• Session 4: HKEx ESG Reporting Guide – Social (Aspects B1–B7)

• Session 5: Climate-Related Disclosures – TCFD & ISSB (S1, S2)

Lunch: 12:45 – 14:00

14:00-17:30 (Break at 15:30-15:45)

• Session 6: Climate Scenario Analysis

• Session 7: Scope 3 Emissions – 15 Categories & Real Cases

• Session 8: ESG Data Quality, Challenges & Management

AGENDA
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What is GRI
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The global standards for sustainability impacts

The GRI Standards enable any organization – large or small, private or public – to understand and report on 
their impacts on the economy, environment and people in a comparable and credible way, thereby 
increasing transparency on their contribution to sustainable development. In addition to companies, the 
Standards are highly relevant to many stakeholders - including investors, policymakers, capital markets, 
and civil society. 

The Standards are designed as an easy-to-use modular set, delivering an inclusive picture of an 
organization's material topics, their related impacts, and how they are managed.

• Universal Standards - incorporate reporting on human rights and environmental due diligence, in line 
with intergovernmental expectations, and apply to all organizations;

• Sector Standards enable more consistent reporting on sector-specific impacts;

• Topic Standards - list disclosures relevant to a particular topic.

https://www.globalreporting.org/media/s4cp0oth/gri-gristandards-visuals-fig1_family-2021-print-v19-01.png
https://www.globalreporting.org/media/s4cp0oth/gri-gristandards-visuals-fig1_family-2021-print-v19-01.png
https://www.globalreporting.org/media/s4cp0oth/gri-gristandards-visuals-fig1_family-2021-print-v19-01.png
https://www.globalreporting.org/media/s4cp0oth/gri-gristandards-visuals-fig1_family-2021-print-v19-01.png
https://www.globalreporting.org/media/s4cp0oth/gri-gristandards-visuals-fig1_family-2021-print-v19-01.png
https://www.globalreporting.org/standards/standards-development/universal-standards/
https://www.globalreporting.org/standards/standards-development/universal-standards/
https://www.globalreporting.org/standards/sector-program/
https://www.globalreporting.org/standards/sector-program/
https://www.globalreporting.org/standards/download-the-standards/
https://www.globalreporting.org/standards/download-the-standards/


International ESG Framework

55
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Universal ESG 
issues

Environmental
• GHG Emissions and other gas emission
• Energy Management
• Waste waster
• Hazardous and non-Hazardous waste
• Ecological impact
• Climate change

Leadership & Governance
• Business Ethics
• Anti-corruption
• Compliance on the legal 

requirement on Environment 
and social issues

• Policy on mitigation of 
Environmental risk

Business Model and Innovation
• Supply Chain Management
• Materials sourcing, use of natural resources and impact of climate change

Social Capital
• Customer Privacy and data security
• Product safety and recall policy
• Selling practices and Product labelling 
• Human right and community relations

Human Capital
• Labour Practices
• Occupational safety and Health
• Employee relationship, diversity and 

equality



Hong Kong Exchange and Clearing Limited (HKEx) mandatory disclosure 
requirements in the ESG reporting related Listing Rules
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• In 2013, the Stock Exchange of Hong Kong Limited launched the Environmental, Social and 
Governance Reporting Guide (Guide).

• From 2016, the Stock Exchange of Hong Kong has under the Listing Rules required all listed 
companies to produce an ESG report annually and conducted periodic review of listed companies' 
ESG disclosures (Mandatory requirement under Appendix 27).
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• Subject Area: Environmental

– Aspect A1: Emissions

– Aspect A2: Use of Resources

– Aspect A3: The Environment and Natural Resources
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• Environmental

– Aspect A1: Emissions

• KPIs
– KPI A1.1: The types of emissions and respective emissions data.

– KPI A1.2: Greenhouse gas (GHG) emissions in total 

– KPI A1.3: Total hazardous waste produced

– KPI A1.4: Total non-hazardous waste produced

– KPI A1.5: Description of measures to mitigate emissions and results achieved.

– KPI A1.6: Description of how hazardous and non-hazardous wastes are handled, 
reduction initiatives and results achieved.
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• KPI A1.1: The types of emissions and 
respective emissions data.

– Outcome: 

• Emissions from:
– Nitrogen oxides (NOx)

– Sulphur oxides (SOx)

– Respiratory suspended particles/ particular matter (PM)



10

• KPI A1.1: The types of emissions and 
respective emissions data.

– Required data:

Gaseous fuel 
consumption

1. Unit of Towngas consumed NOx, SOx

2. Unit of LPG consumed NOx, SOx

Vehicles 1. Vehicle type NOx, SOx, PM

2. Kilometres (km) travelled NOx, PM

3. Unit of fuel (diesel/petrol) consumed SOx
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• KPI A1.1: The types of emissions and 
respective emissions data.

– Calculation:
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• KPI A1.1: The types of emissions and 
respective emissions data.

– Calculation:

e.g. A Factory consumed 30,000 unit of town gas:
NOx (kg) = 30,000 x 48MJ x 4.02 kg/million MJ of gas
SOx (kg) = 30,000 x 48MJ x 0.02 kg/million MJ of gas
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• Environmental

– Aspect A1: Emissions

• KPIs
– KPI A1.1: The types of emissions and respective emissions data.

– KPI A1.2: Greenhouse gas (GHG) emissions in total 

– KPI A1.3: Total hazardous waste produced

– KPI A1.4: Total non-hazardous waste produced

– KPI A1.5: Description of measures to mitigate emissions and results achieved.

– KPI A1.6: Description of how hazardous and non-hazardous wastes are handled, 
reduction initiatives and results achieved.
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• KPI A1.2: Greenhouse gas (GHG) emissions in 
total (moved to Part D of climate change 
section starting from 2025)

– Outcome: 

• Total GHG Emissions (carbon dioxide CO2 emissions 
and CO2 equivalent emission of other GHGs emitted 
e.g. methane CH4 and nitrous oxides N2O) from:

– Scope 1: Direct Emission

– Scope 2: Indirect Emission

– Scope 3: Other Indirect Emission
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• KPI A1.2: Greenhouse gas (GHG) emissions in 
total (moved to Part D of climate change section 
starting from 2025)

– Required data:

• Amount, type of fuel consumed (3,000 litre of petrol)

• Vehicle type (passenger car/ light goods vehicle)

• Amount, blend of refrigerant consumed (30 kg of HCFC-22)

• Amount of electricity purchased (30,000 kWh)

• Amount of gas purchased (30,000 unit)

• Amount of water consumed (30,000 m3)

• Amount of paper waste generated (300 kg)

• Business air travel data (departure and arrival airport, one 
way/return, economy/premium, number of passenger)
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• Environmental

– Aspect A1: Emissions

• KPIs
– KPI A1.1: The types of emissions and respective emissions data.

– KPI A1.2: Greenhouse gas (GHG) emissions in total 

– KPI A1.3: Total hazardous waste produced

– KPI A1.4: Total non-hazardous waste produced

– KPI A1.5: Description of measures to mitigate emissions and results achieved.

– KPI A1.6: Description of how hazardous and non-hazardous wastes are handled, 
reduction initiatives and results achieved.
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• KPI A1.3: Total hazardous waste produced

– Hazardous waste:

• Chemical waste

• Clinical Waste

• Hazardous chemicals

*regulated by legislation

*Usually collected by specialized contractors 



18

• KPI A1.4: Total non-hazardous waste 
produced

– Non-hazardous waste:

• Construction/ demolition waste

• Commercial waste

• Residential/ domestic waste

• Grease trap waste

• Garden waste
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• Environmental

– Aspect A1: Emissions

• KPIs
– KPI A1.1: The types of emissions and respective emissions data.

– KPI A1.2: Greenhouse gas (GHG) emissions in total 

– KPI A1.3: Total hazardous waste produced

– KPI A1.4: Total non-hazardous waste produced

– KPI A1.5: Description of measures to mitigate emissions and results achieved.

– KPI A1.6: Description of how hazardous and non-hazardous wastes are handled, 
reduction initiatives and results achieved.
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• Environmental

– Aspect A2: Use of Resources

• KPIs
– KPI A2.1: Direct and/or indirect energy consumption by type

– KPI A2.2: Water consumption

– KPI A2.3: Description of energy use efficiency initiatives and results achieved

– KPI A2.4: Description of whether there is any issue in sourcing water that is fit for 
purpose, water efficiency initiatives and result achieved

– KPI A2.5: Total packaging materials used for finished products
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• Intensity 

– For Energy/Water/Waste/GHGs etc.

– Organization specific metric

• Per division

• Per number of employee

• Per production volume

• Per floor area 

• Per monetary unit of sales

• Per function or service



Areas of attentions

– Be aware of permit and licenses, regulations, industrial specific 
parameters/ standards

– Understand the work/ manufacturing process (e.g. coal used in a 
chemical plant)

– Identify input/ sources (e.g. “charcoal” used in a Thailand plant)

– Identify output/ disposal methods (e.g. electroplating plant)

– Do research on emission factors

– Establish a data collection system, do data tracking and screening 

22
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• Environmental

– Aspect A3: The Environment and Natural Resources

• KPIs
– KPI A3.1: Description of the significant impacts of activities on the environment and 

natural resources and the actions taken to manage them

» Biodiversity, ecological sensitive area, environmental impact assessment

» Life cycle assessment, product design, testing

» Ethical investment

» Goods distribution and transportation
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• Subject Areas

– Environmental

– Social



Aspect B1

• Compensation: How to 
determine compensation? 
market trend reference?

• Promotion: appraisal form, 
methodology

• Work hour: non factory workers 
issue



Aspect B1 - continue

• Equal Opportunity, diversity and anti-discrimination:

– Gender

– Body outlook

– Family status

– Sex orientation

– Tribes



KPI B1.1

• Total work force by gender, employment type, age group and 
geographical region:

– Reflect equal opportunity on gender, work type and age

– Geographical region only apply to multinational company



KPI B1.2

• Employee turnover rate by gender, age group and geographical 
region:

– Turnover can reflect a lot of issues, including management quality, 
discrimination, etc

– Industrial trend

– Crisis of a company

– Very important non-financial indicator



Aspect B2

• Occupation safety, real examples:

– First aider

– Size of the fire extinguisher

– Noise level exceeding normal standard

– Heat stroke

– Underestimate some chemical hazard

– Inhale of tiny particles



KPI B2.3

• Description of occupation safety measure and how they 
implemented and monitored

– Policy in place?

– Who responsible for the policy?

– How they implement?

– Is it effective?



Aspect B4 and KPI B4.1, B4.2

• Preventing child labour and forced labour:

– How to practices?

– Steps taken to eliminate when discovered

– Marginal case discussion



Aspect B5 and KPI B5.1 and B5.2

• Supply chain management 

– Why do we need to disclose the geographical region?

– How to identify supply chain

– Practices relating to engaging suppliers

– Case study:

• Primary products, such as cotton, coffee, seafood

• Secondary products such as electronic parts, toy accessories 



Aspect B6 and KPI B6.1, B6.2

• Products complain and recalls due to quality issue and health 
issues

• How to deal with the complaints

– In manufacturing industry

– In retail industry

– In service industry

– In food industry

– In finance field



KPI B6.3

• IP right protection

– Most of client underestimate the importance of IP

– How to identify IP value?

– Dose the organisation have an IP policy

– How does the organisation use its IP

– How to share the IP? What’s the IP strategy?

– Internal 

– External 



KPI B6.4, B6.5

• Quality assurance process and recall 
procedures

– What process do they have besides internal QA?

– Do they have standard procedures on recalling?

– How they deal with complaints and how they deal 
with crisis?

• Consumer data protection

– IT companies

– Non-IT companies such as service company



Aspect B7 and KPI B7.1, B7.2

• Anti-corruption

– Need to address the different concept and different perception on 
corruption and bribery

– Need to emphasis on internal procedures, such as approval process, 
whistle-blowing, protect whistle blower

– How to implement and monitor



2015 SDG goal
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Requirement take away before 2017

• Non financial information

• Concrete environmental figure (e.g. CO2 emission, energy 
consumption)

• Concrete social figure (e.g. staff turnover rate, IP right)

• Company’s impact on the environment, people and economy

• Company’s contribution to the sustainable development

38
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In 2016, G20 Finance Ministers and Central 
Bank Governors asked the Financial Stability 
Board (FSB) to review how the financial sector 
can take account of climate-related issues.

The FSB established the Task Force on Climate-
related Financial Disclosures (TCFD) to develop 
recommendations for more effective climate-
related disclosures that:

‒ could “promote more informed 
investment, credit, and insurance 
underwriting decisions” and, 

‒ in turn, “would enable stakeholders to 
understand better the concentrations of
carbon-related assets in the financial 
sector and the financial system’s exposures 
to climate-related risks.”

WHEN ESG MEETS FINANCIAL DISCLOSURE

The Task Force’s 32 international members, led by 
Michael Bloomberg, include providers of capital, insurers, 
large non-financial companies, accounting and consulting 

firms, and credit rating agencies.

Industry Led and Geographically Diverse Task 
Force



2019 updates

1. Following the 2019 Consultations, HKEX introduces disclosure requirements highlighting the board’s 
role in ESG governance. This includes a mandatory statement from the board containing:

– Disclosure of the board’s oversight of ESG issues,

– The Board’s ESG management approach and strategy, and

– The Board’s progress review on ESG goals and targets relating to the issuer’s businesses

2. HKEX also requires companies to disclose their application of the Reporting Principles, specifically 
Materiality, Quantitative, and Consistency, in preparing the ESG report

3. Issuers must disclose a narrative explaining the reporting boundaries of their ESG report

4. Issuers to report on significant climate-related issues, risk exposure, and mitigation policies

5. The ESG report should include the reduction targets for emissions, wastes, energy use, water use, 
and procedures to achieve these targets.

40



2021 climate disclosure guidance
2019 requirement:

2021 climate disclosure guidance: 

41

Explaining how to comply with the Task Force on Climate-Related Financial 
Disclosures (TCFD) recommendations. The Guidance assists issuers in 
identifying climate-related risks and provides a step-by-step guide on 
preparing TCFD-aligned reporting
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The Task Force published its final report in June 2017.

TASK FORCE ON CLIMATE-RELATED FINANCIAL DISCLOSURE

The report outlines recommendations to help 
address climate-related disclosure challenges 
faced by:

– Issuers who generally have an obligation 
under existing law to disclose material 
information, but lack a coherent framework 
to do so for climate-related information, and 

– Investors, lenders, and insurers who need 
decision-useful, climate-related information 
to make informed capital allocation and 
financial decisions
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Risk and opportunities 
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Governance Strategy Risk Management Metrics and Targets

Disclose the organisation’s  governance 
around climate-related risks and 
opportunities. 

Disclose the actual and potential  impacts of 
climate-related risks and opportunities on the  
organisation’s businesses, strategy, and 
financial planning where such information is 
material. 

Disclose how the organisation identifies, 
assesses, and manages climate-related risks. 

Disclose the metrics and targets  used to 
assess and manage  relevant climate-related 
risks and opportunities where such 
information is material. 

a) Describe the board’s oversight of climate-
related risks and opportunities.

a) Describe the climate-related risks and 
opportunities the organisation has identified 
over the short, medium, and long term.

a) Describe the organisation’s processes for 
identifying and assessing climate-related risks.

a) Disclose the metrics used by the 
organisation to assess climate-related risks 
and opportunities in line with its strategy and 
risk management process.

b) Describe management’s role in assessing 
and managing risks and opportunities.

b) Describe the impact of climate-related risks 
and opportunities on the organisation’s 
businesses, strategy, and financial planning.

b) Describe the organisation’s processes for 
managing climate-related risks.

b) Disclose Scope 1, Scope 2, and, if 
appropriate, Scope 3 greenhouse gas (GHG) 
emissions, and the related risks.

c) Describe the resilience of the organisation’s 
strategy, taking into consideration different 
climate-related scenarios, including a 2°C or 
lower scenario.

c) Describe how processes for identifying, 
assessing, and managing climate-related risks 
are integrated into the organisation’s overall 
risk management.

c) Describe the targets used by the 
organisation to manage climate-related risks 
and opportunities and performance against 
targets.



Upcoming changes: 
IFRS-ISSB

• The IFRS Foundation is a public 
interest organisation that was 
established to develop globally 
accepted accounting standards.

• IFRS Foundation announced the 
formation of the International 
Sustainability Standards Board 
(ISSB) on 3 November 2021 
at COP26 in Glasgow

45



Formation of ISSB and issued S1 S2

• The ISSB issued two drafts for comments 
on IFRS Sustainability Disclosure Standards 
(ISDS) on March 31, 2022.

• On June 26, 2023, the first two final drafts 
of ISSB standards were officially released: 
"International Financial Reporting 
Sustainable Disclosure Standard No. 1 - 
General Requirements for the Disclosure 
of Sustainability-related Financial 
Information" and "International Financial 
Reporting Sustainable Disclosure Standard 
No. 2 – Climate-related disclosures "

46



Consolidation of CDSB, SASB and TCFD
• CDSB -- Founded in 2007 during the World Economic Forum, the Climate Disclosure Standards 

Board (CDSB) was tasked with addressing both environmental and social reporting. In 2022, the 
CDSB announced it had fulfilled its mission to "fill a gap" in the absence of a globally recognized 
body for sustainability standards by integrated it into its International Sustainability Standards 
Board (ISSB) framework.

• SASB -- The Sustainability Accounting Standards Board (SASB) was founded as a nonprofit 
organisation in 2011 developed standards focused on industry-specific sustainability disclosures, 
addressing issues such as climate risk and opportunity. To clarify the confusion surrounding ESG 
reporting frameworks, these standards are now overseen by the IFRS and have been integrated 
into the International Sustainability Standards Board (ISSB).

• TCFD – Task Force on Climate-Related Financial Disclosure (TCFD) was set up by Financial Stability 
Board (FSB) under G20 to develop recommendations on the types of information that companies 
should disclose to support investors make informed decisions on climate-related risks and 
opportunities. In October 2023, the FSB asked the IFRS to take over the monitoring of the progress 
of climate-related risk reporting. The recommendations of the TCFD have also been incorporated 
into the ISSB standard which is due for global roll out in 2024. 

47



Brief content of S1, S2
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2025 financial year update
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• Part D 15 pages paragraph format of Climate-related 
Disclosure were added to the original table format standard.

• Content totally align with the S2 of IFRS



TCFD vs S2
Extra content in S2:
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(2) Capital goods 
(3) Fuel and energy related activities not In scope 1 and 2
(4) Upstream transportation and distribution
(5) Waste generated in operations
(6) Business travel
(7) Employee commuting 
(8) upstream leased assets 
(9) Downstream transportation and distribution
(10)Processing of sold products
(11)Use of sold products 
(12)End-of-life treatment of sold products 
(13)Down stream leased assets 
(14)Franchises 
(15)Investments 



Climate Scenario Analysis
• Step 1: Select Climate Scenario
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Climate Scenario Analysis

• Step 2: Select Qualitative or Quantitative Approach
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Real example of 
one of our 
client- data 

source, 
reliability and 

judgement
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Continue: Real
example of 
one of our 
client- data 

source, 
reliability and 

judgement
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Internal Carbon Prices (ICP)
• Must either:

– Disclose explanation of how the organisation is applying a carbon price in decision-making, as well
as price of each metric tonne of greenhouse gas emissions to assess the costs; or

– Disclose appropriate explanation as to why the organisation does not apply internal carbon price in
decision-making

• ICP may influence decision-making such as:
– Capital expenditure decisions

– Procurement decisions

– Research & development decisions

– Operational decisions

– Business units

55
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Priced and 
trade



15 Categories of Scope 3

57



Scope 3

Up Stream

Down Stream



Upstream emissions
Categories 1 – Purchased Goods and Services

• Extraction, production, and transportation of goods 
and services purchased or acquired by the 
reporting company in the reporting year

• Typically account for a large percentage of all scope 
3 emissions

Categories 2 – Capital goods 

• Extraction, production, and transportation of 
capital goods purchased or acquired by the 
reporting company in the reporting year 



Categories 3 – Fuel and energy-related activities 

• Extraction, production, and transportation of a) fuels and b) 
energy purchased or acquired by the reporting company in the 
reporting year

• Typically account for a large percentage of all scope 3 emissions

• Not included in scope 1 or scope 2

Categories 4 – Upstream transportation and distribution

• Transportation and distribution of products purchased by the 
reporting company in the reporting year between a company’s 
tier 1 suppliers and its own operations (in vehicles and facilities 
not owned or controlled by the reporting company)

• Transportation and distribution services purchased by the 
reporting company in the reporting year 



Categories 5 – Waste generated in operations 

• Disposal and treatment of waste generated in the reporting 
company’s operations in the reporting year

• In facilities not owned or controlled by the reporting company

Categories 6 – Business Travel

• Transportation of employees for business-related activities during 
the reporting year

• In vehicles not owned or operated by the reporting company

Categories 7 – Employee Commuting 

• Transportation of employees between their homes and their 
worksites during the reporting year

• In vehicles not owned or operated by the reporting company



Categories 8 – Upstream leased assets

• Operation of assets leased  by the reporting company 
(lessee) in the reporting year and not included in scope 
1 and scope 2



Categories 9 – Downstream transportation and distribution
• Transportation and distribution of products sold by the 

reporting company in the reporting year between the 
reporting company’s operations and the end consumer (if 
not paid for by the reporting company), including retail and 
storage (in vehicles and facilities not owned or controlled 
by the reporting company)

Categories 10 – Processing of sold products 
• Processing of intermediate products sold in the reporting 

year by downstream companies (e.g. manufacturers).
Categories 11 – Use of sold products 
• End use of goods and services sold by the reporting 

company in the reporting year 



Categories 12 – End-of-life treatment of sold products
• Waste disposal and treatment of products sold by the reporting company 

(in the reporting year) at the end of their life
Categories 13 – Downstream leased assets 
• Operation of assets owned by the reporting company and leased to other 

entities in the reporting year, not included in scope 1 and scope 2
Categories 14 – Franchises 
• Operation of franchises in the reporting year, not included in scope 1 and 

scope 2
Categories 15 – investments 
• Operation of investments (including equity and debt investments and 

project finance) in the reporting year, not included in scope 1 or scope 2
• Primary for private financial institutions like commercial banks
• This category is applicate to investors and companies that provide 

financial services



A real example - a testing example on scope 3 for 
reference
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A stunning proportion of 
scope 3 emission found in 
one company, raised our 
concern on:
1. Basic rationale of GHG 

calculation structure
2. Accuracy of open data 

available
3. Potential data 

manipulation



Main concern
Before 2017:
• GRI framework as the main stream, which developed as a voluntary base disclosure. The 

GRI Standards enable any organization – large or small, private or public – to 
understand and report on their impacts on the economy, environment and people in a 
comparable and credible way, thereby increasing transparency on their contribution 
to sustainable development. In addition to companies, the Standards are highly 
relevant to many stakeholders - including investors, policymakers, capital markets, 
and civil society. 

• Non-financial disclosure
After 2017 
• Start to include financial-related risk and financial related disclosure
• Regulatory base 
• IFRS start to involve in 2022, which adopt the whole TCFD framework for S1 S2
• Social issues, especially DEI (diversity, equity and inclusion)  issues have been greatly 

weaken 
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Main issue for Construction sector
Environmental (E)
• Greenhouse gas (GHG) emissions: from construction equipment, logistics, and especially 

materials (cement, steel, asphalt) embedded carbon
• Energy use & operational emissions: performance of the built asset over its lifetime 

(heating/cooling, insulation, building systems).
• Material footprint & circularity: high demand for virgin materials; need for recycled 

aggregates, low-carbon cement, design for reuse, and better end-of-life recovery.
• Water use & wastewater: construction water demand, dewatering, and risk of contaminated 

runoff.
• Waste generation & landfill: demolition and construction waste; need for diversion, 

recycling, and reducing over-ordering/spec waste.
• Biodiversity & land impacts: habitat loss/fragmentation, earthworks and land clearance; 

site-level controls and restoration.
• Pollution & emissions: dust, noise, particulate matter, exhaust, and chemical spills (paints, 

solvents, fuels)

67



Main issue for Construction sector
Socials (S)
• Worker health and safety: falls, struck-by hazards, confined spaces, lifting/rigging 

incidents; heat stroke, subcontractor safety management is a major focus.
• Labor rights & working conditions: wage risk, long hours, forced labor concerns 

in some supply chains, and subcontractor oversight.
• Skill training, and workforce development: safety training, apprenticeship 

pathways, and retention.
• Community impacts: noise, traffic, dust, disruption, and local environmental 

burdens-plus how grievances are handled.
• Human rights in the supply chains: sourcing risks tied to materials (e.g. 

aggregates/quarries, metals, timber)and high-risk geographies.
• Accessibility and inclusion of the build environment: inclusive design (mobility, 

signage, services) and equitable access
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Main issue for Construction sector
Governance (G)
• Compliance & permits: zoning, environmental permits, building codes, 

anti-corruption requirements.
• Anti-bribery/fraud controls: bribery risk in contracting, procurement, and 

subcontractor selection.
• Procurement transparency & supplier management: due diligence for ESG 

risks in materials and subcontractors.
• Subcontractor oversight: ensuring safety, wages/conditions, and quality 

obligations are enforced (not just contracted).
• Quality and lifecycle accountability: workmanship quality, defects 

management, and liability/claims handling.
• Reporting, data quality, and assurance: credible tracking of emissions, 

materials, injuries, incident rates, and remediation actions
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Accountability in achieving compliance
• The ESG standard issued by HKEx is under the compliance of Listing 

rule appendix 2

• Legal view:
1. Refuse to issue the ESG report – violation of Listing rule, but not a 

criminal offence

2. False information – criminal under Section 384 (Provision of false or 
misleading information) of The Securities and Futures Ordinance 
(Cap.571). The prosecution has to prove such information was false or 
misleading in a material particular and that the person knew or was 
reckless as to whether the information was false or misleading.
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Survey in 2018 and 2022
Survey with Poly U in 2018:
• We chose 288 ESG report 
• Physically read all the report and spot their errors 
Methodology: we divided into three level of market capital (below 500m, 
500m to 5b, above 5b) and use the classification of industries (12 industries), 
evenly and randomly pick the companies
Result: we found average 4.28 material errors in each report even we don’t 
have the chance to access their source files

Survey with Hang Seng U in 2022:
• Use the same method but with the assist of AI to read 300 reports
• Result: we found average 3.02 material errors in each report even we don’t 

have the chance to access their source files 
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Challenges on evaluation
• Facing a huge amount of data, difficult to know

– How accurate it is?

– How complete it is?

– How relevant it is?

– What message can it tell?

– How good/bad is the figure?

• Facing a huge amount of content, difficult to 
know 

– Are those content unbiased?

– How meaningful is that content?

– What can those content tell?
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How accurate is the content

• Used wrong emission factors:
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How accurate it is

74

One of the largest dairy product 
companies in Hong Kong

Where is their methane 
emission in scope 1?



How accurate is the content
• Wrong use of wastewater unit

75



How complete it is 
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This is the whole result of a 
company’s carbon audit. They do 
not have:
1. Figure of SOx and NOx which is 

a mandatory requirement
2. How many resources/electricity 

did they use to come up with 
such a result

3. What are their scope 1, scope 2, 
and scope 3?



How relevant it is
• Stunning amount of water used, haven’t 

mentioned 

1. how they source water

2. Impact on the environment

3. How to comply with the law
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What message can it tell
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Climate change disclosure 

• Physical risk
• Transition risk 

1. Legal risk
2. Market risk
3. Reputation risk
4. Technology risk

• Strategy on handling physical 
risk and transition risk

• Opportunities
• Metrics and target
• How does it impact the financial 

performance of the company



How good/bad is the figure
• An investment report a high scope 3 emission:
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Their scope includes: “property 
development in the U.S., 
property investment in Hong 
Kong, fund investments and 
securities investment business”, 
and they claim that scope 3 is 
from construction waste.



Are those content unbiased

80

One of the Factory claims to 
be carbon neutral



How meaningful is that content

81

• The environmental and social 
concerns of the supplier?

• The environmental concern 
of food?

• The human rights concern of 
the suppliers?



What can those content tell

82

Almost no touch on diversity, 
inclusion, equity, human rights, etc



Action taken by HKEx
In reality, since the mandatory requirement of ESG disclosure in 2016, HKEx has never raise any questions on any 
companies’ ESG report except the following two cases:

Case 1
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Case 2



Are there any correlation on investment return? 
A survey done by Ascent Partners in 2023:
• Survey background: Hong Kong Exchange start to have mandatory requirement on ESG 

disclosure on 2016, we would like to do a survey on the correlation of investment return
and ESG performance

• Methodology: 
1. Only choose the companies that listed after 2016 to eliminate all the management bias
2. From 2016 to 2021, more than 500 companies listed in Hong Kong, we randomly choose 180 of 

them to do the survey
3. We use a scoring tool named I-score (co-developed by Poly U and Ascent Partners) to give ESG 

performance scores to the chosen companies
4. We divided the companies into three groups – scores at top 33 percentile, 34 to 66 percentile, 

and lower 66 percentile.
5. We took away the middle group and left only the good performance group and the bad 

performance companies to compare

• Result: we couldn’t find any correlation between ESG performance and investment 
performance
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An OECD research in Latin America 1997-2008

Another survey -- The Tangible benefit of Good 
Governance



Continue – comparison of good governance 
listed companies to their peers in LA 2008 
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Continue – comparison of good governance 
listed companies to their peers in LA 2008 
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Continue – comparison of good governance 
listed companies to their peers in LA 2008 
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Major ESG rating agency
• MSCI ESG Rating
• Morningstar Sustainalytics
• Bloomberg sustainability Scores
• ISS ESG Corporate Rating
• Fitch General ESG Approach
• S&P Global CSA (Corporate Sustainability Assessment)
• Moody’s ESG Solutions
• Syn Tao Green Finance ESG Ratings
• CDP Score
• Ecovadis
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Limits and challenges of ESG ratings
• Lack of standardization: each agency applies its own methodology

• Partial transparency: weighting criteria are not always disclosed

• Inconsistent results: a single company can receive very different 
scores depending on the agency

• Risk of “greenwashing”: if published data are not independently 
verified

Key challenge for investors: learn how to interpret ESG scores, cross-
check multiple sources, and prioritize agencies whose methodologies 
align best with their ESG priorities.
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ESG Data Management 
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ESG data Scope and definitions
• Define which ESG standard you intend to comply(e.g., HKEx, GRI, SASB, 

TCFD, TNFD, etc).

• Map which reporting requirements you need to satisfy (internal targets + 
investor reporting + any external frameworks your organization uses).

• Create a data dictionary: 
– metric name

– calculation logic / formulas

– units (tCO2e, kWh, Kj, tons, etc)

– boundary (which sites/entities are included)

– source systems

– assumptions and exclusion rules

– data quality level expectations
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Build data Governance Model
Who:

• Responsible for producing data

• Accountable for correctness

• Consulted for methodology

• Informed for downstream use
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Create end-to-end lineage (source – processing –
reporting)

For each metric, document:
1. Source (utility meters, ERP bills, HRIS, incident systems, supplier 

questionnaires, etc.)
2. Extraction method (manual export, API, ETL process, spreadsheet)
3. Processing (cleaning, unit conversion, mapping, calculations)
4. Review steps (validation checks, approvals)
5. Final reporting dataset (where it lands and how it’s versioned)

A simple “lineage map” helps you answer:
– Where did this number come from?
– What changed?
– What evidence supports it?
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Standardize calculation methods and boundaries
Common ways organizations reduce risk:

• Use consistent operational and organizational boundaries (e.g., 
owned vs leased, consolidation approach).

• Lock in emission factors / conversion factors (and store the 
version used).

• Define estimation rules (e.g., if meter data missing → fallback 
method).

• Use consistent time granularity (monthly vs annual) and cut-off 
rules.

Tip: Maintain a “methodology change log” each reporting cycle.
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Implement strong data quality controls (like 
financial controls

Minimum control set per metric:

• Completeness checks: missing sites/regions/entities.

• Validity checks: unit conversions, impossible values (e.g., negative 
emissions).

• Reconciliation: totals tie out to source totals (or explained variances).

• Trend/outlier review: flag large changes vs prior year.

• Approval workflow: who signs off before aggregation.

• Version control: which workbook/table version produced the final number.

If you have the capacity, align control language with internal control 
frameworks (similar rigor to financial reporting).
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Choose the right tool strategy (don’t over-engineer)
You typically need 3 layers:
• Source systems (ERP, HRIS, EHS, procurement, utility data)
• ESG data repository / platform

Options range from: 
– structured databases + controlled spreadsheets
– dedicated ESG data platforms

• Reporting outputs (dashboards, disclosures packs)
A common failure mode is “Excel everywhere.” If spreadsheets remain, enforce:
• standardized templates
• locked formula logic
• controlled submissions
• centralized versioning and audit trails
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Control supplier and third-party ESG data 

For supplier-related metrics:

• Use a supplier segmentation (high-risk/high-impact prioritized first).

• Require suppliers to submit using standardized templates and definitions.

• Establish verification tiers: 
– self-reported

– limited assurance-ready evidence

– independently verified data (where available)

• Maintain a “supplier data quality rating” and document how you treat 
missing data.
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Use an audit-ready evidence pack

For assurance readiness (both internal and third-party), keep:

• supporting documents for key metrics (meter reports, 
contracts, HR extracts, incident logs)

• calculation workpapers or model exports

• change logs, factor versions, assumptions

• approval records (who reviewed/approved and when)

The goal is that someone else could reproduce the number.
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Establish a repeatable reporting calendar and close 
process

Create an ESG “close” timeline similar to finance:

• metric owner submission window

• data review window

• reconciliation/approval window

• final freeze date for disclosures

• post-close lessons learned

Include:

• contingency rules if data is late (e.g., use estimates with explicit 
disclosure)
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Train people and continuous improve

ESG data quality is as much people/process as it is systems:

• train data owners on definitions and templates

• run periodic internal reviews

• track “top recurring issues” and fix root causes (not just 
rework)
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Examples on some mistakes and problems during the reporting 
process

• Generic names that can hardly define the real 
product. E.g. natural gas, charcoal 

• Miss understand the usage of some material. E.g. 
natural gas in a chemical fertilizer plat

• Some fuel or material not commonly appeared in 
the notes of standard. E.g. steam (moreover, how to 
calculate)

Another very typical problem:

• Discrepancy between measure and calculation
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Remarks: This material/event is funded by the Professional Services Advancement Support Scheme of the Government of the Hong 

Kong Special Administrative Region. Any opinions, findings, conclusions or recommendations expressed in this material/any event 

organised under this project do not reflect the views of the Government of the Hong Kong Special Administrative Region or the 

Vetting Committee of the Professional Services Advancement Support Scheme.

FEEDBACK SURVEY

https://forms.gle/rwTZitBL4J5yW4n67
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