Deloitte. 1=

Exposure Draft HKFRS S1 General
Requirements for Disclosure of Sustainability-
related Financial Information and Exposure

Draft HKFRS S2 Climate-related Disclosures
26 September 2024



Introduction

On 16 September 2024, the Hong Kong Institute of Certified Public Accountants (“HKICPA”) released exposure drafts on HKFRS
S1 General Requirements for Disclosure of Sustainability-related Financial Information and HKFRS S2 Climate-related Disclosures
(“Exposure Drafts”). The HKICPA is proposing full convergence of HKFRS S1 and S2 with IFRS S1 and S2, the equivalent standards
issued by the International Sustainability Standards Board ("ISSB"). The proposed effective date of the proposed standards is for
periods beginning on or after 1 August 2025.

The HKICPA is requesting comments on the Exposure Drafts by 27 October 2024 and aims to publish the final HKFRS S1 and S2
by the end of 2024. The invitation to comment, Exposure Drafts and explanatory memorandum accompanying the Exposure

Drafts are available on the HKICPA’s website.

Background

On 25 March 2024, the Financial Services and the Treasury Bureau published the Vision Statement on Turning Obligations into

Opportunities in Developing the Sustainability Disclosure Ecosystem in Hong Kong. In that document the Bureau, acknowledging

the importance of sustainability disclosure, stated that Hong Kong aimed to be among the first jurisdictions to align the local
sustainability disclosure requirements with the ISSB Standards. In the same document, it was noted that in assuming the role of
the sustainability reporting standard setter in Hong Kong, the HKICPA will develop the local sustainability reporting standards
aligned with the ISSB Standards as well as the complementary application and implementation guidance. As part of that activity,
the HKICPA has now issued in the form of the Exposure Drafts the proposals for such standards.

Which entities would under the proposals be required to apply the Hong Kong sustainability disclosure standards and by when?

Application of HKFRS S1 and S2 will be on a voluntary basis until relevant authorities mandate their use and publicly accountable
entities including listed entities and regulated financial institutions in Hong Kong will be prioritized for the application. As
explained in FAQ 1 of the explanatory memorandum accompanying the Exposure Drafts (which deals with the question of "Which
entities must apply the HK Standards and by when?"), relevant authorities/regulators in Hong Kong including the Hong Kong
Stock Exchange (“HKEX”), HKMA, SFC, MPFA and IA will conduct their own consultations soon to determine the approach and
timing of adopting HKFRS S1 and S2. Entities that are required to prepare sustainability disclosures will continue to report in
accordance with the rules, regulations or guidelines specified by relevant authorities/regulators. Until further decisions are made
by the relevant authorities/regulators, other entities preparing sustainability disclosures have the sole discretion to decide
whether sustainability disclosures should be prepared in accordance with the Hong Kong sustainability disclosure standards or
other frameworks.


https://www.hkicpa.org.hk/-/media/HKICPA-Website/New-HKICPA/Standards-and-regulation/SSD/02_Open-for-comment/subrep/s1s2/I2C_s1s2.pdf
https://www.hkicpa.org.hk/-/media/HKICPA-Website/New-HKICPA/Standards-and-regulation/SSD/02_Open-for-comment/subrep/s1s2/EDs1s2.pdf
https://www.hkicpa.org.hk/-/media/HKICPA-Website/New-HKICPA/Standards-and-regulation/SSD/02_Open-for-comment/subrep/s1s2/mes1s2.pdf#page=14
https://www.hkicpa.org.hk/-/media/HKICPA-Website/New-HKICPA/Standards-and-regulation/SSD/02_Open-for-comment/subrep/s1s2/mes1s2.pdf#page=14
https://gia.info.gov.hk/general/202403/25/P2024032500391_452899_1_1711358339971.pdf
https://gia.info.gov.hk/general/202403/25/P2024032500391_452899_1_1711358339971.pdf

Comparing the Exposure Drafts (which propose full convergence with IFRS S1 and S2) with the Enhanced Climate-related
Disclosures under the Environmental, Social and Governance Framework of HKEX Listing Rules (“HKEX Listing Rules”) and the

PRC sustainability reporting guidelines for listed companies

Key areas

Exposure Drafts®

HKEX Listing Rules'&?

PRC sustainability reporting

guidelines for listed companies?

Materiality

Financial materiality approach

Double materiality approach is
allowed (including both financial
materiality and impact
materiality)

Double materiality approach

Non-mandatory
disclosure

Scope 1 and Scope 2 GHG
emissions for the consolidated
accounting group and other
investees separately, percentage
of remuneration linked to
climate-related considerations,
financed emissions and industry-
based metrics

Climate-related scenario
analysis, anticipated financial
effects and Scope 3 GHG
emissions

GHG emissions
measurement
method

GHG Protocol, unless required
by a jurisdictional authority or an
exchange on which the entity is
listed to use a different method

GHG Protocol, unless required
by a jurisdictional authority or an
exchange on which the entity is
listed to use a different method

Not prescribed

1 May 2024,
i.e. first 2025 sustainability
report to be published on or
before 30 April 2026

1 January 2025

Effective date (with a phased approach)

1 August 2025

Notes:

Since the Exposure Drafts have been prepared on a full convergence basis with IFRS S1 and S2, you may find useful our
comprehensive discussion and comparison between IFRS S1 and S2 and the HKEX Listing Rules are detailed in our
newsletter “New Era of Climate Disclosure for Hong Kong Listed Companies” issued in April 2024. You are also highly

recommended to refer to our newsletter on IFRS S1 and S2 requirements.

Apart from the above comparison table, the HKEX Listing Rules reflect the IFRS S2 requirements to the maximum extent
possible. With respect to IFRS S1, the HKEX strongly encourages issuers to prepare climate-related disclosures under Part
D of the ESG Code following the conceptual foundations and general requirements set out under IFRS S1 (with HKEX's
implementation guidance providing a high-level overview of the applicable IFRS S1 key concepts).

The HKEX Listing Rules also require a narrative explanation of the reporting boundaries of the ESG report and a description
the process used to identify which entities or operations are included in the ESG report. However, at the same time, listed
companies are encouraged to follow the IFRS sustainability disclosure standards and align the scope of entities or
operations that are included in the ESG report with that of its financial statements.

Apart from the above comparison table, the PRC sustainability reporting guidelines for listed companies share similar
disclosure requirements across the four core pillars (i.e. governance, strategy, risk management and metrics and targets)
and climate-related disclosures to what is proposed in the Exposure Draft based on full convergence with IFRS S1 and S2.
However, there are specific additional disclosure requirements for designated topics under the PRC sustainability reporting
guidelines, such as Resource Utilization and Circular Economy and Rural Revitalization and Social Contributions, and non-
designated topics that are considered material in terms of impact.

In addition, the PRC disclosure requirements are categorized into mandatory, encouraged and voluntary. Other than GHG
emissions measurement method, the PRC sustainability reporting guidelines also do not prescribe other cross-industry
metrics.


https://www2.deloitte.com/content/dam/Deloitte/cn/Documents/audit/deloitte-cn-audit-climate-disclosure-for-hk-listed-companies-en-240425.pdf
https://www.iasplus.com/en/publications/global/igaap-in-focus/2023/sustainability-disclosure-standards

How Deloitte can help

Deloitte is committed to driving responsible business practices and supporting our clients in navigating the evolving ESG
landscape. With the issuance of the HKICPA’s Exposure Drafts, Hong Kong takes a significant step towards aligning with global
sustainability reporting standards. Deloitte welcomes this development and believes that the proposed standards will enhance
transparency and comparability, enabling investors and stakeholders to make more informed decisions. Leveraging our global
network and deep industry expertise, Deloitte is dedicated to assisting companies in meeting these new requirements.

Our team of ESG experts can help your company by:

° Assessing your company's ESG data and reporting processes. We will work with you to understand your current state and
identify any gaps that need to be addressed to comply with the new standards.

° Developing and implementing new ESG data collection and reporting processes. This includes helping you to identify and
collect the necessary data, as well as developing systems and processes for tracking and reporting on your ESG
performance.

° Providing assurance on your ESG reporting. We can provide independent assurance on your ESG reporting to give your
stakeholders confidence in the accuracy and completeness of your disclosures.

We are committed to working with our clients to help them navigate the evolving ESG landscape and create long-term
sustainable value.

Contact us to continue the conversation
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About Deloitte

Deloitte China provides integrated professional services, with our long-
term commitment to be a leading contributor to China’s reform, opening-
up and economic development. We are a globally connected firm with
deep roots locally, owned by our partners in China. With over 20,000
professionals across 31 Chinese cities, we provide our clients with a one-
stop shop offering world-leading audit, tax and consulting services.

We serve with integrity, uphold quality and strive to innovate. With our
professional excellence, insight across industries, and intelligent
technology solutions, we help clients and partners from many sectors
seize opportunities, tackle challenges and attain world-class, high-quality
development goals.

The Deloitte brand originated in 1845, and its name in Chinese (&%)
denotes integrity, diligence and excellence. Deloitte's global professional
network of member firms now spans more than 150 countries and
territories. Through our mission to make an impact that matters, we help
reinforce public trust in capital markets, enable clients to transform and
thrive, empower talents to be future-ready, and lead the way toward a
stronger economy, a more equitable society and a sustainable world.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited
(“DTTL"), its global network of member firms, and their related entities
(collectively, the “Deloitte organization”). DTTL (also referred to as
“Deloitte Global”) and each of its member firms and related entities are
legally separate and independent entities, which cannot obligate or bind
each other in respect of third parties. DTTL and each DTTL member firm
and related entity is liable only for its own acts and omissions, and not
those of each other. DTTL does not provide services to clients. Please see
www.deloitte.com/about to learn more.

Deloitte Asia Pacific Limited is a company limited by guarantee and a
member firm of DTTL. Members of Deloitte Asia Pacific Limited and their
related entities, each of which is a separate and independent legal entity,
provide services from more than 100 cities across the region, including
Auckland, Bangkok, Beijing, Bengaluru, Hanoi, Hong Kong, Jakarta, Kuala
Lumpur, Manila, Melbourne, Mumbai, New Delhi, Osaka, Seoul, Shanghai,
Singapore, Sydney, Taipei and Tokyo.

This communication contains general information only, and none of DTTL,
its global network of member firms or their related entities is, by means
of this communication, rendering professional advice or services. Before
making any decision or taking any action that may affect your finances or
your business, you should consult a qualified professional adviser.

No representations, warranties or undertakings (express or implied) are
given as to the accuracy or completeness of the information in this
communication, and none of DTTL, its member firms, related entities,
employees or agents shall be liable or responsible for any loss or damage
whatsoever arising directly or indirectly in connection with any person
relying on this communication.
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