OEnNnabler 6

Preparing
Sustainability
Disclosure

SME Sustainability Roadmap and
Kick-Starter Impact Toolkit

A K45 5 w
POLICY FOR SUSTAINABILITY LAB

[ (
ARA BEDARH T v ,

CENTRE FOR CIVIL SOCIETY AND GOVERNANCE




@ About Enabler 6

Adopting the guidance in this Toolkit, your company may have started
systematically managing sustainability issues from within. Nevertheless,
sustainability management requires your company to continuously understand
and address the expectations and concerns raised by external stakeholders as
well. Building a feedback loop that includes them in the management process is
thus crucial. Some SMEs may have chosen to ignore sustainability disclosure as
it is not required for compliance, and they consider it resource intensive. In this
last enabler, we will show you it is worth doing and can be done with your work

completed in the previous enablers.
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What is Sustainability
Disclosure

Sustainability disclosure is the practice of reporting publicly your company's
management approach and actual performance on sustainability issues. Often updated
annually, the disclosure can be documented in the form of a report or dedicated section
on your company’s website. Similar to financial report for corporates, sustainability
disclosure provides the key stakeholders of a company with the latest information,
suggesting how sustainable it has been. Such information has become an important
reference for the stakeholders. For example, investors and business partners can use the

information when making investment and procurement decisions, respectively.

The preparation of sustainability disclosure typically consists of the following steps:
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Figure 6: TYpical work steps to prepare sustainability disclosure
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Transparency is key for business sustainability to work. Not only is it about branding, but also

building and maintaining long-term, collaborative relationship with stakeholders. While

sustainability disclosure requires time and inputs from different teams or departments to prepare,

corporates are increasingly embracing it as the practice brings a variety of benefits to them. The

reporting exercise enables your company to:

build a feedback loop with
external stakeholders

J

review the overall

effectiveness of

sustainability management

“00

gain trust from stakeholders
with increased transparency

o
O

appeal to credit providers
and business partners

identify sustainability
risks and opportunities

enhance reputation as
sustainable business
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® Characteristics of
Sustainability Disclosure

By referring to the two examples below, sustainability disclosure typically consists of the

following elements:

1. Sustainability a. Context of 3. Company’s
issue to be the issue policy in
covered relation to

the issue

I.l . Target and 5. Actions 6. Metrics and
progress taken performance

Item 3 to 6 may seem familiar because they are the subjects in the previous enablers.
Sustainability disclosure is as simple as connecting these elements to form the narratives.
The narratives can be in the form of texts and graphs. With reference to the examples,

readers can easily comprehend the performance trend in a glimpse with the line graphs.
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Figure 7. EXtract of Vitasoy's Sustainability Report 2019/20x

The Company remains steadfast and resolute when it
comes to the health and safety of our staff. We have
taken precautionary measures to minimise potential
occupational hazards on premises and our operations.
Our Occupational Safety and Health (OSH)
Committees, which comprise of management and
technical staff, are responsible for the review of our
OSH policies and practices. We provide resources on
our company intranet which promote OSH and have
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Figure 8: EXtract of Hang Lung Properties' Sustainability Report 2019~

e

Energy management
ELECTRICITY CONSUMPTION

Buildings rely heavily on energy, and especially on electricity, to operate.

Our properties are powered by utility companies that use fossil fuels as their
major source of electricity. In addition, electricity accounts for a significant
proportion of operational expenses on our investment properties. Improving
our energy efficiency therefore preserves resources and reduces our
operating costs - not to mention our carbon emissions. J

Since 2015, we have been working towards a 12% reduction in our electricity )
intensity by construction floor area for our entire managed portfolio by the
end of 2020. We are pleased to have made good progress towards this target,
having achieved a 10.6% reduction in our electricity intensity by construction
floor area by the end of 2019.
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More specifically in Hong Kong, however, the electricity intensity by
construction floor area of our Hong Kong portfolio increased by 2.4%
compared to previous year, mainly due to the divestment of two properties
with lower electricity intensity as well as the reopening of Peak Galleria in
September 2019. Nevertheless, the absolute electricity consumption of our
Hong Kong portfolio reduced by 0.9%, or 673,986 kWh, from the end of
2018 to the end of 2019. For our mainland China portfolio, the electricity
intensity by construction floor area decreased by 2.4% compared to previous
year. In addition, despite a slight increase in floor area due to the inclusion
of an unleased floor space in Olympia 66 in Dalian, the absolute electricity
consumption of our Mainland portfolio decreased by 1.8%, or 3,432,231 kWh,
compared to 2018. Examples of initiatives contributing to the enhanced
energy efficiency of our portfolio include:

5

J

Upgrading Building Management Systems

Major asset enhancements to improve operational efficiency, including
chiller upgrades, lift replacement and lighting retrofits

Retro-commissioning

Optimization of major building facilities’ operating schedules

S

,
OTHER ENERGY CONSUMPTION

Apart from electricity consumption, our properties in the northern and
central part of mainland China also consume other forms of energy -

such as natural gas, hot water and steam - for heating during the winter
months. In 2019, such consumption accounted for 23.1% of the total energy
consumption of our buildings.

26 https:/lwww.vitasoy.com/sustainability/cms/reporting/report/Sustainability_Report_2019-20.pdf?language_id=1
27 https:/lwww.hanglung.com/getmedia/ffSee725-9e0e-4196-b890-bd0fdbab142a/hlp_sr_2019_en.pdf?ext=pdf



In essence, the content to be disclosed is subject to the intended users. If a company has regularly

engaged its stakeholders, it would find that different stakeholder groups have different concerns.

For example:

Investors tend to be more interested
in knowing the company’s P

governance and how it is
responding to the e

Customers are more concerned
about the company’s product
and service responsibilities

industry trends

Business partners may be

keen on learning the

company’s ethical
sourcing and overall
sustainability performance

([ 4 Q Employees focus more

, on workplace

VII condition
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Some international organisations have created and updated reporting standards or

frameworks with the aim to standardise the disclosure approach for companies. Among
those, GRI Standards are the most popular standard currently?® that addresses the

needs of multiple stakeholders. SASB and Integrated Reporting, which are more

investor-oriented, are also gaining popularity.

Using the reporting standards or frameworks, sustainability disclosure can still be very
diverse among companies. While these standards or frameworks take into consideration
many business sustainability issues, a company may find some issues more relevant to it
than the others depending on the industry and geographical location(s) it operates in.
Materiality, or the importance of the issues to both the business and stakeholders,
underpins sustainability disclosure. The company would select those issues that are
deemed more material to it to disclose. lllustrating this idea in a materiality matrix, it
would focus on disclosing the management and performance of the issues that fall into
Quadrant I, Il and I1l. Materiality keeps the disclosure focused and reduces the reporting

burden for companies.

2% KPMG. KPMG Survey of Sustainability Reporting 2020. https://assets.kpmg/content/dam/kpmg/xx/pdf/2020/11/the-time-has-come.pdf
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https://www.globalreporting.org/how-to-use-the-gri-standards/gri-standards-english-language/
https://www.sasb.org/standards/
https://integratedreporting.org/resource/international-ir-framework/

Figure 9: Materiality matrix for sustainability disclosure
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In addition to materiality, meaningful sustainability disclosure should be reflected by being:

X

Complete Comparable Balanced Timely
(cover all material ~ (use consistent methods (show both positive and (make the latest
issues and impact to measure the negative impacts for information available

within the performance that unbiased presentation of for stakeholders to

operation and support analysis of the business sustainability make informed
period) changes over time) performance) decisions by

publishing regularly)
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® Prepare Your
Sustainability Disclosure

Having read the above information, you are now ready to prepare sustainability
disclosure for your company. We have designed a template on the next page
to assist your company to do it in a structured manner. Depending on your
commitment and desired level of practice to business sustainability management,

you can choose how much to work on as indicated by the tags below:
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For Leader

Publicise purpose statement, sustainability governance mechanism and policies with narratives of the
actions taken, three years of performance data and targets on all five business sustainability dimensions

and get the sustainability disclosures audited by third party

For High Performer

Publicise purpose statement, sustainability governance mechanism and policies with narratives of the
actions taken, two to three years of performance data and targets on all five business sustainability

dimensions

For Beginner (

Publicise purpose statement, sustainability governance mechanism and policies with narratives of the

actions taken, performance data and targets on all five business sustainability dimensions
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Sustainability disclosure template

Sustainability issue to be covered

Context of the issue

Company’s governance mechanism and policy in relation to the issue

Target and progress

Actions taken

Metrics and performance

Sustainability disclosure

The blank version can be downloaded here, if needed.


https://ccsg.hku.hk/pslb/wp-content/uploads/2021/06/Toolkit2_E6_Template.pdf

© What's Next

Sustainability disclosure is not a one-off task. Your company is recommended
to update the disclosure annually. Not only will this benefit your stakeholders
in getting the latest information but also your company in continuously
engaging the stakeholders and being transparent. With the experience in
preparing the sustainability disclosure, your company may identify ways to
streamline the reporting process to make it more efficient. The disclosure can
also be used for influencing your credit providers, suppliers and business

partners to support your company’s sustainability management.
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® Extended Readings

You can see how our Sustainable Value Chains (SVC) management framework helps you align closer with the
United Nations Sustainable Development Goals (SDGs), the Companies Ordinance (Cap. 622) and HKEX's

Listing Rules here.

For SMEs wishing to do more for sustainability

As your company becomes more SDG-oriented, you may consider integrating SDGs in the disclosure. GRI has
published Linking the SDGs and the GRI Standards, which is helpful for your company to communicate
business impacts to SDGs

(https://www.globalreporting.org/search/?query=Linking+the+SDGs+and+the+GRI+Standards).

For SMEs wishing to get listed in Hong Kong

In addition to referring to HKEX’s Main Board Listing Rules Appendix 27 or GEM Appendix 20 to for the
disclosure requirements, your company may benefit from studying the following resources from the
International Integrated Reporting Council (IIRC) and Sustainability Accounting Standards Board (SASB) to
enhance the disclosure quality.

IIRC -

https://integratedreporting.org/wp-content/uploads/2021/01/InternationallntegratedReportingFramework.pdf

SASB -

https://www.sasb.org/standards/
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https://ccsg.hku.hk/pslb/wp-content/uploads/2021/06/Sustainable-Value-Chain-Linkages-with-Other-Reporting-Standards.xlsx
https://www.globalreporting.org/search/?query=Linking+the+SDGs+and+the+GRI+Standards
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