Hong Kong Institution of Engineers
Environmental Division Annual Seminar 2024

Barriers and Opportunities in Using Sustainable Finance to
Accelerate Decarbonisation in Greater Bay Area

Professor Elvis WK Au, BBS
BSc(Eng) MSc(UrbPlan) MSc(Finance)
FHKIE, FHKIP, FHKIEIA, FHKIQEP, FHKIOA, MRTPI, MCIWEM

Adjunct Professor of Department of Urban Planning and Design and Department of
Geography of the University of Hong Kong

Former Deputy Director of Environmental Protection Department, HKSAR Government
Former President of International Association for Impact Assessment
Former Chairman of Environmental Division of Hong Kong Institution of Engineers
One of the Authors of Hong Kong Chronicle Environmental Chapters
Co-founder of IESG Technologies Ltd
April 2024



Outline of the Talk

* brief overview of sustainable finance and major drivers for sustainable finance

e insights from the 2023 China White Paper on Green Development in the New
Era

* the barriers and challenges 1n using sustainable finance to accelerate
decarbonisation in the Greater Bay Area

* suggested actions to overcome the challenges in using sustainable finance for
decarbonisation acceleration

e the opportunities for professionals in the Greater Bay Area 1n riding on the
olobal and national sustainability and decarbonisation waves
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Green Finance Task Force of Hong Kong Institution of Engineers “Green Finance:

Professional Report on Green Finance in Hong Kong, April 2017 represents a shift in the
global economy’s

transition to sustainability

i * Why environmental engineers: green finance and green industry
go hand in hand; mission to pursue environmental sustainability
through holistic and synergistic approach; well placed because of
multi-disciplinary strengths, expertise and experiences on

classifying and management green projects and project finance,
HIKC==F &Smss * Aspire to show environmental leadership, nurture expertise, and

through the financing of
public and private green
investments and policies
that support sustainable
development.”

------- build capacity

Green Finance Task Force Members Examples of Recommendations in HKIE | Green Finance Development in Hong

SRS Green Finance Taskforce Report April Kong during 2017-2022

Ir Elvis AL, {'Iu ||||| HKIE - Envirmnmental Division (2006-17) 20 17

i B e s B Need specific policy reform on green Government’s green finance policy and

S e i A finance green bond grant etc

T e Clear policy signals and enabling Government green bond and strategic

I Morman ('IIENGI,IlnnorarySrcruafy,f]KIE-En\-imﬂnlwtlfl Dividon fra m eWO rk p I a n

Ir €5 LAM, Comminee Member, HEIE-Environmental Division

A Banks to enhance their green finance Banks and financial institutions taking

B instruments an active role in enabling green finance
R Capacity building needs of green Various institutions issuing guidelines

SRR o b 5 i i finance professionals and providing training courses

Promote social benefits of green finance Government’s retail green bond to
enable citizens to participate




Hong Kong’s Journey on Green and Sustainable Finance

QlS Paris

Agreement with
Climate Finance &
2016 G20 Summit
with Green Finance
Focus

.2016

Landmark trip by a
delegation of
FSTB/EPD/SFC/HKMA
to Shenzhen to discuss
green finance in mid
2017

2017-2022
. - Issuance of First
’OCt 201,7 oty Government Green
Address’s
. Bond
Commitment on
'April 2017 Making Hong Kong a - Green Bond Grant
2 . Green Finance Scheme
HKIE’s Green Finance .
Centre - Setting up Cross-

Task Force Report !
Agency Steering

Group

ﬁ-: .
FSDC’s Report on — ® - Issuance of retail

Green Finance

green bond

- Launch of Core
Climate — voluntary
carbon trading
platform

Green Bond Framework

Hong Kong's Green and Sustainable Finance Strategy.
SEER I 0 P S A

The Hong Kong Moenetary Authority (HKMA) and the Securities and Futures

(SFC) co-hosted a pr today (17 ) on the g of gic Plan
by the Green and Sustainable Finance Cross-Agency Steering Group. The press conference
was co-hosted by Mr Eddie Yue, Chief Executive of the HKMA (second from lefit) and Mr
Ashley Alder, Chief Executive Officer of the SFC (second from right); and was joined by Mr
Daryl Ho, Executive Director (Banking Policy) of the HKMA (first from left) and Ms Julia
Leung, Deputy Chief Officer and Director, di of the SFC (first
from right).

gennne . L
2022
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THE NEW CARBON
MARKETPLACE

FROM HKEX

Connecting capital with
climate opportunities
for a sustainable future




[ESG, Hong Kong™ s Sustainable Finance at a Glance

€ Hong Kong — Hot spot for green and sustainable finance

ESG in Hong Kong Hong Kong is an established market for a diversified set of green and sustainable finance products

A rapidly growing green and sustainable debt market - A diversified range of sustainable investment products
The location of choice for Asian issuances 2021 2021
Green & sustainable bonds Green & sustainable loans
e - US$ 56.6 billion
Social bonds 0.4% Sustalnability linked loans 63%

green and sustainable debt issued

In 2024 (a fourfold Increase from 2020)
{Bource; HKMA)

+4x
—p

Sustainabllity
linked bonds 68.9%

US$ 25.4bn |US$ 31.3bn

Green and Green and
sustainable loans sustalnable bonds

Hong Kong's Green and Sustainable Finance Strategic Plan
and Five Near-Term Action Points

Sustainability

The largest arranging hulb  Hong Kong UK 17% bonds 20.6%

for Asian international 32% Green bonds 72.2% Green loans 37%
St USI3X  (soumcerctmmesonte mume

onds - For 2021, Hong

?&ﬁ:ﬁ:::f;ﬂ:" K Glieie Singapore 8% 2020 2021

S US$ 4.2 billion USS$ 16 billion

+4x
Strong demonstration effect by - I

e e e The value of sustainability-linked

Since 2018 May 2022 loans issued in Hong Kong rose by
'““"”ﬂ‘”“ag‘“" ‘i;"i‘l 'ii‘-‘ﬂ"" HK$ 20 billion oven US$12 billion I 2024 jsauren Lameennaccon
>USS 7 on S$ 2.6 billio
{as at and July 2022) I(gaugur-al i .m"") Nos. of SFC-authonrised ESG funds
First
. green bonds -Elgﬂi’i Jiu;!aaa
launched
‘ 30“"‘ 16 of them are ETFa)
Comprising USD green bond *
USD, EUR, RMB issued by
denominated an Aslan
e bonds EAVARRITIATT The AUM of SFC-authorised ESG funds

[Bouros: HKMA} reached US$126 billion in Jun 2022 (sauee sro)



Hong Kong' s Green and Sustainable Debt Market Overvew

Agenda for Green and Sustainable Finance

The SFC supports the development of sustainable finance and the transition
to a greener economy with a focus on three main areas of priority.

Corporate sustainability disclosures

« Consider adoption of the ISSB climate standard as part of a reporting framewaork for
companies in Hong Kong
« Based on a proportionate approach. align Hong Kong's disclosure requirements with the TCFD
recommendations and the ISSB climate standard
« Support global consistency in the adoption of the 1SSB climate standard
= Participate in the work of international standard setters, including 10SCO

« Address data gaps

Monitor implementation of sustainable finance measures
Promote and monitor measures to support and enhance green and sustainable development in:

= + Asset management
%Q « Environmental, social and governance (ESG) funds
& « Green taxonomy
+ Education and training
+ Technology and innovation

Regulatory framework for carbon markets
Work with the CASG's Carbon Market Work Stream on identifying a regulatory framework for
appropriate business models

mann

Green and sustainable debt market

Hong Kong's green and sustainable debt market has been
expanding rapidly over the past few years.

Green and sustainable bonds and loans issued in Hong Kong
Kong reached USS 80.5 billion in 2022, which increased by over
over 40% from 2021.

The Government has been leading by example with around USS
USS 25 billion worth of institutional and retail green bonds issued
issued under the Government Green Bond Programme as of
February 2024 to support government green projects.

The Government also successfully issued two batches of digital
digital green bonds, including the world’s first tokenised
government green bond in February 2023 and the world’s first

irst multi-currency digital bond in February 2024, marking an

an important milestone for Hong Kong in combining green finance
finance and fintech.

The largest hub for arranging green and sustainable bonds from
from Asia, capturing more than one-third of the market:
219 authorised ESG funds with AUM USS169.6 billion

(Source:https://www.sustainablefinance.org.hk/en/markets-regulation ‘
https://www.sustainablefinance.org.hk/en/markets-regulation, accessed on 10 April 2024




Green Finance in GBA: Opportunities for Hong Kong

Green bond issuance in
the GBA has now reached

o 15 trillion.
<7
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Green finance

developments in the Greater Bay Area and
opportunities for Hong Kong

[ )

Hong Kong has the largest issuance

volume in the region: In 2019, )

Hong Kong arranged and issued -

green bonds worth a total of Hong Kong ' '

USD 1 O Establishing a leading role in green finance
billion.

As of April 2019, green assets owned by Hong Kong
@ banks reached over USD78 billion, including
USD2.6 billion in green loans.




Global Drivers of Sustainable Finance

) ; ; ) 17 United
China will scale up its Intended Nationally Determined .
Contributions by adopting more vigorous policies National
and measures. We aim to have CO2 emissions peak Development
before 2030 and achieve carbon neutrality before Goals
2060.

exrces o PrESident Xi Jinping’s

statement at the General Debate of the 75th Session of the
United Nations General Assembly
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Why the Paris Agreement is a model for

21st century global governance Three Global
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Climate Change Challenge: Can the curves be bent by ALL?

“From Vision to Reality: NDCs 3.0 — bending the curve”

MESSAGE TO PARTIES AND OBSERVER STATES Comparison of per capita global greenhouse gas emissions based on

long-term low-emission development strategies and nationally

By Simon Stiell, Secretary General UNFCC, 14 March 2024 determined contributions with long-term mitigation strategies and
’ ’ targets and emission in IPCC scenarios (Source : UNFCC,2023 )

“Accordingly, and in keeping with the agreement
adopted by all Parties at the COP 28 United Nations
Climate Change Conference, I urge you to
accelerate your efforts to produce ambitious,
economy-wide emission reduction targets, covering
all egreenhouse gases, sectors, and categories and
aligned with limiting global heating to 1.5 as
informed by the latest science, in the light of
different national circumstances. NDCs 3.0 should
also help to accelerate implementation of existing
commitments and help unlock finance at scale.”

oo

Parties with LT-LEDS and long-term
visions, strategies and targets in NDCs

o
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Historical
globally averaged

per capita emissions

are similar to those of
Parties with LT-LEDS and
long-term visions,
strategies and targets in NDCs
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Carbon Dioxide Emission Trends in GBA

400 400

» The results showed that COz emissions in GBA
slowed significantly after 2017 and have already

g 300 g 300 been decoupled from gross domestic product (GDP)
5 growth.

'g 200 Foshan 'g 200 i . . .

bt Shenzhen & » Economic growth and energy intensity are the major
e A ¥ factors driving and inhibiting the increase in GBA's

Guangzhou

CO2 emissions, respectively. The energy production
and heavy manufacturing sectors have reduced their

2000 2 2810 MMz AN 2 2008 o s 2 roles in driving the growth of GBA's CO, emissions.
(@) (b) _ :
- ., ¢ GBA achieved remarkable results in low-carbon

400! - development through industrial restructuring and
High-echnology indusiry A "* - upgrading. Industrial upgrades in Shenzhen and
Z a0 § sst /\/\ > Hong Kong and technological advances in
4 Energy procucton . - Shenzhen, Guangzhou, and Foshan have
£ o, " = significantly curbed the growth in the GBA's CO2
g § . 05 = emissions.
Q @

- ol g & o "~ 04 Ye The heterogeneity of cities in the GBA greatly

. Light manufachurry & increases the complexity of formalizing the allocation

2000 2005 2010 2015 2019 2000 2005 2010 2015 2019 of emission reduction tasks and deve|0ping a

o -y roadmap for regional carbon neutrality.

Fig. 1. COz emissions trends in the GBA: (a) CO; emissions of GBA cities; (b) COz emissions by energy types; (c) COz; emissions by sectors; and (d) COz emission per capita and
emission intensity of the GBA.

“Trends, Drivers, and Mitigation of CO2 Emissions in the Guangdong-Hong Kong-Macao Greater Bay Area”, Ya Zhou, Kejun Li?, Sheng Liang”,
Xuelan Zeng", Yanpeng Cai", Jing Meng", Yuli Shan', Dabo Guan", Zhifeng Yanga, Engineering, (23) 2023



Climate Finance in Paris Agreement
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developing countries

Article 6
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Why the Paris Agreement is a model for
21st century global governance
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Climate Finance Flows

International
Platform on
Sustainable

Unsettled issues and uncertainties

* Nuclear?

e Natural gas (still fossil fuel) as a transition ?

* Brown, grey and green hydrogen

e Technical and economic viability of large
scale arbon capture and storage
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Figure 4.4 | Change in annual investment flows from the average baseline level over the next two decades (2010 to 2029) for mitigation scenarios that stabilize concentrations
(without overshoot) within the range of approximately 430 to 530 ppm CO,-eq by 2100. Total electricity generation (leftmost column) is the sum of renewable and nuclear energy,
power plants with CCS, and fossil-fuel power plants without CCS. The vertical bars indicate the range between the minimum and maximum estimate; the horizontal bar indicates
the median. The numbers in the bottom row show the total number of studies in the literature used in the assessment. Individual technologies shown are found to be used in dif-
ferent model scenarios in either a complementary or a synergistic way, depending largely on technology-specific assumptions and the timing and ambition level of the phase-in of
global dimate policies. (WG Figure SPM.9}



[ON PATHWAYS AND

Decarbonisation Acceleration in GBA: Challenges and Opportunities

The Guangdong—Hong Kong—Macao Greater Bay Area (GBA) is expected to lead by
example in peaking carbon emissions and achieving carbon neutrality, as well as in
creating a regional benchmark for green and low- carbon development.

Clean electricity will contribute to the largest emissions reductions in the long-term
for the key energy- consumption sectors of manufacturing, road transport, and
buildings. In the medium term, energy efficiency improvement and cleaner energies in
manufacturing and buildings, as well as a mode shift in transport, will be the key to
decarbonisation.

GBA needs approximately USS1.84 trillion to achieve carbon neutrality by 2060,
equivalent to around 1 percent of cumulative gross domestic product (GDP) during the
2020-60 period. We also estimate that $200 billion to $700 billion will be needed for
road transport, with $150 billion to $300 billion required for the buildings sector.

Actions required: (1)financial practices to accelerate the transition: establishing a
cross-regional agency coordination mechanism in the GBA; (2)facilitating
interoperability of transition finance taxonomies and information disclosure standards
on the Chinese mainland and in Hong Kong, as well as internationally; (3)encouraging
financial institutes and enterprises to set net-zero targets; (4)facilitating development
of regional carbon markets; (5)developing a transition-related financial toolbox to
scale up financing; and developing sector-specific financial solutions.




China’s Green Development in the New Era
Climate Governance & Low Carbon Development
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The concept of “harmony between humanity and nature” is
adistinct characteristic of Chinese civilization.

As the world’s laraest developina countryv. Chinais
committed to the idea of a alobal communitv of shared
future. It has offered unwaverina support to multilateralism,
proposed the Global Develobpment Initiative and the Global
Security Initiative, exnanded practical cooperation. and
activelv participated in global environment and climate
governance.

It has contributed Chinese wisdom and strenath to
implementina the UN 2030 Aaenda for Sustainable
Development. creatina a community of life for humanity and
nature. and buildina a clean. beautiful and prosperous world
of sustainable development.

Applvina svstems thinkina and a coordinated
anproachGreen development is an all-round revolutionary
chanae in our values. and in how we work, live, and think.
..... promoted a sound economic structure that facilitates

green, low-carbon, and circular development.



Barriers and Challenges in Using Sustainable Finance to Scale Up and

Accelerate Decarbonisation
1. the challenge of Green Washing and GreenTaxonomy

8 February 2023 at 06:51
UK Regulator to Test
Asset Managers'
ESG Claims for
Greenwashing

et
I
A

UK Regulator to Test Asset
Managers’ ESG Claims for
Greenwashing
esgtoday.com

Environmentalist Jay Westerveld coined the term “greenwashing”
in 1986, in a critical essay inspired by the irony of the “save the
towel” movement in hotels that had little impact beyond saving
hotels money in laundry costs.

The idea emerged in a period when most consumers received
their news primarily from television, radio, and print media, so
they couldn’t fact-check the way they could today.

What is greenwashing?

Greenwashing 1s a term that emerged
alongside the rise of ESG 1nvest1ng It means
marketing a stock or fund as  ‘green’ in
order to sell 1t to investors or meet certain
criteria, when 1n fact the assets 1n question
do not help mitigate climate change or offer
other environmental benefits.

What is considered a green investment?

e A green investment 1s one which helps to
tackle climate change either directly or
indirectly, or has other environmental
benefits, such as the conservation of
endangered species, for example. (Source:
Alex Sebastian)



Barriers and Challenges in Using Sustainable Finance to Scale Up and

Accelerate Decarbonisation
2. the challenge of mastering rapidly evolving and multi-faceted requirements

) HKE SR—
§ g Circular EX oermteri BARRA HKEX
s@zmRA . aaERA
SECURITIES AND . e T
FUTURES COMMISSION F|nanced Em|SS]0nS
it ; ; i’ : Practical Net-Zero Guide e
The = Standard . o A Practical Net-Zero Guide for Business
for Business
20 August 2021
Circular to licensed corporations 1 I8
d ._- i, I = -5 .M [
1=l ~EH vy favanes]
M g t and discl e of cli I i risks by fund managers I Sl fEiE (S8 o) I

s Y

The FMCC: To provide high-level principle requirements

The Circular: To set out expected standards for complying with the FMCC

Atinitial stage, (i) focus on climate-related risks; (ii) cover CISs*; : .
(iii) make reference to TCFD; and (iv) adopt a two-tier approach: m i

ALL fund managers

Large Fund Managers (LFM,  AUM HK$8 billion)

Baseline Requirements Lt gt St i ] Appendix 27 Part B: Mandatory Disclosure Requirements
' e — | | Dt Governance Structure
| Investment —— o8 Ciimats Risk Mansgment w1-manmn
Governance | y;anagement Risk Manag Disclosures B e e 13. A statement from the board containing the following
* _ leehuriig {1 ROOE™) s~ elements:
plan on i «  Engag — .
andlysie policy Lot ki, AT . . . .
Risk Disclosures s vamorl] = R R (i) a disclosure of the board’s oversight of ESG issues;
Management | (if ROOF** ) ) .

: { ! R (ii) the board’s ESG management approach and strategy,
b . iz including the process used to evaluate, prioritise and
+~ ROOF - Responsibl for ovrall operatin of the fnd = manage material ESG-related issues (including risks to

— the issuer’s businesses); and
U ek
8 (iii) how the board reviews progress made against ESG-
g et related goals and targets with an explanation of how
A o RN they relate to the issuer’s businesses.



Barriers and Challenges in Using Sustainable Finance to Scale Up and

Accelerate Decarbonisation
3. the challenge of life cycle and Scope 3 emission

Scope 3 emission has a very significant share of the total !

“Rigorous greenhouse gas accounting is the e The Rocky Mountain Institute reports that the average
bedrock for achieving bold climate action. company s supply-chain greenhouse gas (GHG)
Simply put, you cannot cut what you don't emissions are 5.5 times higher than the direct emissions
count. SB 253" s requirement to disclose from 1ts own assets and operations.
zfj(éfae g?: (;Ilrcl);ss 1&;;;1%: r1;1rcczgnilso?r; company’ s . An;;1 effective system of GIHG ac}:lcounting, t’herefore,1
GHG emissions take place along the value needs to measure accurately cach company s Supply-

chain carbon impacts, providing visibility and incentives

chain. We applaud California for taking this
1mportant step to better position businesses to
decarbonize their operations, supply chains,

for 1t to make more climate-friendly product-
specification and purchasing decisions.

and products.” Pankaj Bhatia, Director of Source: Harvard Business Review 2021
Greenhouse Gas PrOtOCOI The value chain is large and complex, and the i Py . o
“In ageregate, industrial supply chains are | @ °,__f° °;,, gee

responsible for over 40 percent of all GHG
emissions.” Source: RMI




Barriers and Challenges in Using Sustainable Finance to Scale Up and
Accelerate Decarbonisation

4. the challenge of effective following up, tracking and measuring the actual results and
outcomes of multi-disciplinary decarbonisation and sustainable finance

’ Consultative Group of Experts
WENING 6th INFORMAL FORUM
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S Final Report on draft Regulatory
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Green orather on the review of PAl and financial product disclosures in the SFDR
sustainability i
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Suggested Actions to Accelerate Decarbonisation through Sustainable Finance

B South China Morning Post

(1) accelerate the flow of finance to truly green investment by
aligning funds with EU and Asia Green Taxonomy;

(2) adopt a holistic life cycle management approach to manage
funds or projects to track and manage life cycle carbon
footprint, without compromising other UNSDGs;

(3) genuinely address and manage the value chain/Scope 3
carbon footprint to the lowerest extent possible;

(4) harness cutting-edge technologies (ie generative Al and
advanced digital technologies) to track and optimise
performance effectively and efficiently.

Banking & Finance

China’s Greater Bay Area to
lead sustainable finance,
meet capital demands of
decarbonisation with green

one s (5) Capacity Building for Sustainable Finance Implementation

+ The Greater Bay Area leads in issuing
green bonds and loans nationwide,
according to speakers at a GBA forum



Suggested Actions to Accelerate Decarbonisation through Sustainable Finance

= T (1) accelerate the flow of finance to truly green
= wwamne  inyestment by aligning funds with EU and Asia

PO S A Green Taxonomy;

»Require all existing major ESG funds,
"<«  Bonds etcin GBA to align with EU,

Asia and/or HKSAR Green Taxonomy

§ 3 years; starting in 2027, all new major

e oo sustainable finance be Green

. A——— e Taxonomy for I . d
S e P e | Sustainable d |g ne
e e QS Finance |

P e et . i o 4 S 31 | 2025 Edition

This table s pending further analysis and may be complemented
Th

Su bstantia"y Do no ‘;_.‘i:i'ﬁ,' Comply with
contribute significant harm minimum

safeguards




Suggested Actions to Accelerate Decarbonisation through Sustainable Finance

EU: Production of Electricity from Gas (not exclusive to natural gas)

Mitigation criteria Do no significant harm
assessment

Principles

e Support a transition to a net-zero
emissions economy

e Avoidance of lock-in to technologies
which do not support the transition
to a net-zero emissions economy

* Ensure that economic activities meet
best practice standards

Criteria and Metrics

using an ISO 14067 or a GHG Protocol
Product Lifecycle Standard compliant
Product Carbon Footprint (PCF)

assessment, that the life cycle

impacts for producing 1 kWh of
electricity are below the declining
threshold:

Declining threshold: Facilities operating
at life cycle emissions lower than
100gC02e/kWh, declining to
0gC02e/kWh by 2050, are eligible.

Adaptation

Refer to the screening criteria for DNSH
to climate change adaptation.

Water

Identify and manage risks related to
water quality and/or water consumption
at the appropriate level.

Circular Economy: nil

Pollution

Ensure emissions to air, water and soil are
prevented / minimized by employing the
techniques included in the reference
documents for the Best Available
Techniques (BAT)

Ecosystems

Ensure an Environmental Impact
Assessment (EIA) has been completed in
accordance with the EU Directives on
Environmental Impact Assessment
(2014/52/EU) and Strategic
Environmental Assessment (2001/42/EC)

(2) adopt a holistic life cycle
management approach to manage
funds or projects to track and
manage life cycle carbon footprint,

without compromising other
UNSDGs;

Emissions

Time

There are no net The EU society is The EU's natural The health and No person

emissions are reduced emissions of fully adapted to capital is wellbeing of citizens and no place
by at least 55% by greenhouse the unavoidable protected, from environment- is left behind
2030 (compared to gases by 2050 impacts of climate conserved and related risks and
1990 levels) change by 2050 enhanced impacts is protected



Hong Kong Government Green Bond
Environmental Performance Management Requirements

Strong Need for Sustained, Continuous and Real Time Performance Mamagement
(As at 2023, 72 projects, 5-30 years)

Eligible Categories Impact Indicators™®
® Eligible Categories Impact Indicators®®

Green Bond Framework aste management/ « Waste that is reused, recycled, or otherwise treated (in tonnes)
g e 'S0UrCe recovery s o

Renewable energy + Installed capacity (kW) and renewable energy generated (kWh) e

« Carbon dioxide (C02) and other GHG avoided, in CO2-equivalent (CO2e) + Waste diverted from landfills (in tonnes)
where appropriate (in tonnes) « Reduction of waste sent to landfill (%)
- 02 and other GHG avaided, in CO2e where appropriate (in tonnes)
Energy efficiency and conservation ~ « Annual reduction of energy consumption (% or MWh) + Renewable energy generated (MWh)

« Waste-to-Energy efficiency (%)
» CO02 and other GHG avoided, in CO2e where appropriate (in tonnes) o w

ater and wastewater management  « Water and wastewater treated (in cubic metres)
Pollution prevention and control - Reduction in NOx, PM10 and PM2.5 emissions (in tonnes) = Aollme ot legiene peventad

« Annual volume (or population equivalence) of sewage / wastewater collected,
conveyed, treated, reused and avoided (in cubic metres)

Geographical Locations of « Population (number of people) with access to improved sanitation facilities

. s Nature conservation/ biodiversity « Area conserved/restored/sustainably managed (in hectare)
" (Fi]: I‘Ii-:v « Number of nature conservation/biodiversity facilities
gy A e The Green Bond Framework [ 2 G ko 2 o v
. rna;;‘ o and the associated T N
8- .,@;ﬁa% Environmental Method ks
%_h%"ff?- Statement create the need i g
P for dedicated professionals SRR e~ e
and effo rt « C02 and other GHG avoided, in CO2e where appropriate (in tonnes)
:’"-[._ ﬂ;m’ [‘ﬂ'_': .r"';]""J Climate change adaptation » Number and type of adaptation and resilience measures or systems installed



Suggested Actions to Accelerate Decarbonisation through Sustainable Finance

Could climate

become the weak link

in your supply chain?

The ¥ Standard

to the GG Protocol Carparate
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(3) genuinely address and manage the value
chain/Scope 3 carbon footprint to the lowerest extent
possible;

»Require the mandatory disclosure of carbon

footprint (including Scope 3) of major ESG funds,
green bonds etc in GBA starting in 2026,

»Establish GBA Net Zero Investment Framework
(GBANZIF) similar to IGCC" s NZIF2.0

> Incentivise through investors’  stated net-zero or

low carbon preferences (eg 2007 California State
Teachers’ Retirement System)

»Promote credible carbon trading with transparent
and reliable carbon reduction outcomes




Why does Scope 3 emission matter ? Why 2026 ?

EU Corporate Sustainability Reporting Directive (January 2023j & California Climate Corporate Data Accountability Act
(2023): World First Mandatory Requirements for Scope 3 Carbon Footprint Disclosure

EU Corporate Sustainability Reporting Directive

California Climate Corporate Data Accountability Act

o ‘Ifyoucan’ tmeasure it
50,000 organisations you can "t manage it”

will need to comply with the (SRD
with a knodk-on effect on suppliers

S and e ey o “Yet again, California is

, , , , ahead of the rest.
JEU law requires all large companies and all listed companies
(except listed micro-enterprises) to disclose climate related ° “Where California goes,
information, including mandate the disclosure of significant world follows.
scope 3 greenhouse gas emissions.

e (California: “Democratic Gov. Gavin Newsom

LOn 5 January 2023, the Corporate Sustainability Reporting signed two bills Saturday (7 October 2023) that
Directive (CSRD) entered into force. The first companies will would require large corporations operating in
have to apply the new rules for the first time in the the state to disclose both their carbon footprints
2024 financial year, for reports published in 2025. and their climate-related financial risks starting

in 2026.
rooeey  Singapore: listed companies required to report «  Tn 2027, companies will have to report on their
BN on Scope 1 and 2 emissions in 2025, and on scope 3 emissions—their indirect supply chain-

= Scope 3, or value chain emissions, in 2026, oriented emissions—for the previous year.”




Suggested Actions to Accelerate Decarbonisation through Sustainable Finance

Technology is
key to executive
confidence.

Business leaders who are currently using
technology for integrated financial and
ESG reporting express more confidence in
their company’s ability to comply with ESG
regulations in the U.S. and Europe.

They also report feeling more confident
in the accuracy and clarity of data in their
financial and ESG reporting as well as the
reliability of internal controls over bath
types of reporting.

Trends

Digital Immune

83% ~ [
@

f ti beli Vi Industry Cloud
or executives believe &% Pplatforms

generative Al will help
companies comply with
regulatory reporting
requirements.

More than half

of institutional investors use
generative Al to evaluate a gartner.com
company'’s financial performance
and ESG performance.

;'f'- Superapps

Source: Workivia, 2024, “Executive Benchmark on Integrated
Reporting”, based on a survey of 103 investors and

894 executive leaders

Applied
Observability

Platform
Engineering

Adaptive Al

Sustainable Technology

Top Strategic Technology

Al TRISM

Wireless-Value
Realization

Metaverse

.

Gartner

L]

Governance G

Environmental [

Digital China

B

+ The systematic layout of the
digital China

{ "BFAE" FEESFAAE) HAZIERS, N4 ‘WER"
B W M e
THE, WRCOSRGENET. Bl CEVAE e §3Rue
TR, (TE T P RN

"l R L

(4) harness cutting-edge technologies (ie generative Al and
advanced digital technologies) to track and optimise ESG
performance effectively and efficiently.

S Social

I"s refer to
1. Instantaneous
2. Immersive
3. Interactive
4. Inclusive

Advanced Technologies in IESG

e ——

Al-Powered system




Sustainable VALUE CHAIN and ESG METAVERSE (or Interconnected Twins)
IESG for Sustainable/Green Finance portfolio or a Company’s Portfolio
' For Meeting SFC’s, HKMA's and HKEx’s Requirements/Expectations

e Create a digital metaverse platform for all businesses and
projects under the company’s portfolio and all
sustainable finance projects for prompt management at
a glance, efficient oversight and effective follow through

e Enable efficient monitoring, reporting and feedback
from all relevant divisions and external stakeholders,
including real- time feedback and knowledge and Scope
3 emission data

e Use adaptive Al to scan, analyse, benchmark etc the
monitoring and feedback from divisions/ subsidiaries to
check actual performance again ESG factors set by the
company, identify key gaps, and suggest possible
improvements/solutions, including alignment with Green
Taxonomy

IESG Platform

e Develop an Al- Assisted value chain and ESG knowledge
management system to assist company staff and
stakeholders in planning for, executing and following
through sustainability plans in line with best
international and local practices




Recent Breakthrough: Patent on Ai-enabled Value Chain and Carbon Emission Scope 3 Management Tool
For Sustainability and Decarbonisation Acceleration

FmEENLAND

Al-enabled
“Climate
Change Co-
pilot” for
“Value Chain
| A5 Y | Management
D , NI Green

* Vo Revolution”

Raw Materials
Extraction &
Processin

Materials
Production
& Assembly

Figure 5. Overview of GHG Protocol scopes and emisaions scross the value chain

@ Scope 3 N
hased  IND ~: Raw Materials
i Extraction &

Processing

Upstream activities —(3) Reporting compary (&) Downstream activities @

Source: GHG Protocol: Corparate Value Chain (Scope 3) WBCSD & W

» Promptly calculate carbon footprint and resource usage in the entire value chains locally and globally

. : . . ) pplication in HK
* Clearly visualize the logistics of materials/products across value chain 10/4/2024)

* Easier to optimize the workflow and emission factors, carbon footprints, the costs and decarbonisation options



Carbon Footprint (including Scope 3) Benchmarking and' Management via IESG
Al-enabled | for Organisations & Portfolios
e Spatial Analysis and Tracking (on Smart and Digital Carbon Footprint

Twin Platform, ie IESG) of Carbon or Environmental
Footprint of Land Use Zones or Development Areas or
Projects or Buildings or Organisation’s
Portfolio/Supply Chains on different spatial scales

of Organisations
or Developments
or Areas or Cities

Lowerest Possible
Carbon Footprint

Benchmarking and Comparative analysis (per unit @ {} T
area or per unit gross floor area or per unit \
production output) of Carbon or Environmental \ Towards Net Zero

Footprint and Strategy o (st e E;"SSQOASAP or

Carbon Heroes Benchmarking

Best Practicable Lowerest Possible Carbon Footprinte==:
Option (BPLPCFO) or Practice Guide (Scope 1&2, &%
Scope 1&2&3 including embodied carbon)

Lowerest Possible Carbon Footprint Strategy,
Yardsticks or standards

: High carbon Seifucjbo
 Voluntary disclosure reference standards foofprint footprint
* Pre-requisite or basic standards for market entry Mdderate cdrbon Net Zero carbon
« Incentive options footprint fogtprint

« Mandatory requirements =




Suggested Actions to Accelerate Decarbonisation through Sustainable Finance

(5) Capacity building for sustainable finance
implementation

Nurtu ring sustainable finance structured programme provides university students
More racently, the European Union (EUY's talent with exposure to setting and implementing
c bility R Directive i A s i
¥ bon foatpri S : sustainable finance policies during a 3-8 week
:;gi:mﬁimig:::;m:im To familiarise young people with regulatory and ekt i 2
e market developments in sustainable finance, we P-

Products Regulation aims to ensure that

rcekis o Wi EL) ekl v e organised a training module, Hong Kong's Global
100 university students in January 2023. The e

“Net-zero carbon actions mean real green business

opportunities and real green growth.” training introduced participants to local and global
regulatory initiatives for asset management,
° e @ e e ° corporate disclosures, investment products, stress
testing and taxonomies, and featured keynote
Scope I wpe 1

se
imECY [

addresses from Professor Elvis Au, former Deputy
Director at the Environmental Protection
Department, and Ms Teresa Ko, Vice Chair of the
Trustees of the IFRS Foundation.

In December 2022, we introduced our Sustainable
_ e Finance Internship Programme to contribute
R T TR ey R R AT towards Hong Kong's overall ESG capacity building
e s you o] and professional skills development efforts. This
eci on n 50| ons

Hong Kong's Global Approach to Sustainable finance training
module

7 Mﬁw. i o
anergy cates coined the term “greenwashing” in
: m{m e 1986, in a critical essay inspired
4 by the irony of the "save the towal®
*+ Energy saving and green buiiding movement in hotels that had kttle
regulations.

impact bayond saving hotels®

* Green hydrogen city money in laundry costs.




Decarbonisation & Sustainable Finance from a Holistic Perspective

Professional and Capacity Building Needs in Greater Bay Area

Civil,
Mechanical,
Building
Services etc
Engineering

Ecological
Engineering
and Life Cycle
Assessment

Finance

Decarbonisation
and sustainable
Finance

Impact
Assessment

and Risk
Management

Environmental
and Energy
Engineering

» the development

of “Sustainable
Finance
Performance
Managers” (SFPM)
for GBA with
holistic technical
and managerial
competencies

HKIE to join hand
with HKICPA to set
up a joint
Professional Panel
to develop training
programmes,
organise training
and certify SFPM

“Environmental professionals in
partnership with Government,
investors, regulators and other key
stakeholders, have to play a
preponderant and pivotal role in
printing the concept of green in
business transactions, and
implementing mandatory disclosure
of sustainability information along
the whole life cycle of projects.
Sustainability standards and rules for
disclosure would promote developing
green finance assets. Therefore,
boosting diversified and quality
environmental expertise is crucial for
supporting stakeholders to identify,
understand and determine the risks
and opportunities of green
investments. The Task Force
recommends the definition of green
finance and green concept to be
widely vulgarized as well.”

HKIE Green Finance Taskforce 4/2017



Relevance and Importance of Climate Risk to
Businesses and Institutions

"Every company, investor, & bank

that screens new & existing Climate changEiposes tiedl

; ; i 2 catastrophic threats. We may not

investments for climate risk is L agree on the extent, but we

simplv beinge praematic” Sl e ) certainly can't afford the risk of
Py 5 PldE W ; inaction.

‘?. Jim Yong Kim president of the World Bank - — Rupent Mundoch —

“Climate change is spawning a host of long-term and short-term effects
that affect businesses broadly and fundamentally. The World Economic
Forum ranks climate risks among the top five business risks, saying
“climate change is striking harder and more rapidly than many
expected.” ( TCFD)



§ Joining Hands for Fast—tracking
#Decarbonisation in Greater Bay Area

?ij(?(@ LT2A _Fl_ /‘A_‘{%ﬂ!n
TESEY 95
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41587 ! Thank you






Barriers and Opportunities of Using Sustainable Finance 1n
Accelerating Decarbonisation 1in Greater Bay Area
Prof Elvis Au, BBS

Adjunct Professor of the University of Hong Kong
Former President of International Association for Impact Assessment
Former Deputy Director of EPD of HKSAR Government
Former Chairman of HKIE Environmental Division
and HKIE’s Green Finance Taskforce
Co-founder of IESG Technologies Ltd
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