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Corporate Governance－Agency theory
• 1976，Jensen and Meckling:

– All individuals, including agents, will act in their self-interest
– As agents, directors are in a position to gain personally, even 

if at the expense of the shareholders
– They are in the position because of the powers delegated to 

them and because of their access to better information than 
the shareholders

– As they are in this position, directors will act in their self-
interest
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Background 1- Governance
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Background 2- climate 
change
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CO2 concentration in Atmosphere
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The Paris Agreement

• Central aim is to keep a global temperature rise 
this century well below 2 degrees Celsius above 
pre-industrial levels and to pursue efforts to limit 
the temperature increase even further to 1.5 
degrees Celsius

• China has vowed to peak carbon emissions by 
2030 and carbon neutral by 2060

• The US has committed to cut emissions 26-28% 
below 2005 levels by 2025
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Background 3 - Problem with 
conventional financial 
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• Common parameters:
ROI
PE ratio
PB ratio
Market capital
Net asset value
Dividend rate



Problems
• Not actionable – describe consequences, not cause, 

describe what happened, not why happened
• Only provide one perspective of performance
• Provide limited guidance for future actions 
• May encourage actions that decrease both 

shareholder and customer value by encourage 
managers to achieve short-term financial 
performance



Non-financial information
• Has been debated for a long time:

– What kind of information is suitable for 
reporting

– What kind of information is worth for 
reporting

– Can it be quantified?
– Can it be measurable?
– Can it be comparable?
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GRI topic standards
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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.”

TASK FORCE ON CLIMATE-RELATED 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
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The Task Force published its final report in June 2017.

WHEN ESG MEETS FINANCIAL REQUIREMENT

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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TCFD recommendations

To help identify the information needed 
by investors, lenders, and insurance 
underwriters to appropriately assess
and price climate-related risks and 
opportunities.

Governance

Strategy

Risk 
Management

Metrics 
and Targets
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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.



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



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. 



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 "



Brief content of S1, S2



S1 Compliance



S1 compliance - continue



The universe of sustainability issues under SASB



Taxonomy of SASB

• SASB takes an evidence-based 
approach to assess whether 
sustainability topics are 
reasonably likely to have 
material impacts on the 
financial condition or operating 
performance of the company. In 
doing so, this approach 
considers evidence of interest 
to investors and evidence of 
financial impact

• SASB has developed the 
sustainability disclosure 
taxonomy



One example under F & B – Meat, Poultry & Dairy



Materiality and metric



Roadmap and Timeline of FSTB
(Financial Services and the Treasury Bureau)
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Definition of PAE (public accountable 
entities) 
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As set out in the Inaugural Jurisdictional Guide issued by May 2024 , PAEs are 
1. Entities whose securities are traded in a public 

market or entities in the process of issuing 
securities for trading in a public market 
(sometimes called listed entities or public 
entities); and

2. Entities that hold assets in a fiduciary capacity for 
a broad group of outsiders as one of their primary 
businesses (for example, banks, credit unions, 
insurance companies, securities brokers/dealers, 
mutual funds and investment banks) and have a 
significant weight in the jurisdiction, regardless of 
their ownership structure or listed status.

The Inaugural Jurisdictional Guide makes it clear that PAEs do not include:
1. Entities whose securities are traded in private 

markets;
4. Entities that hold assets in a fiduciary capacity for 

a broad group of outsiders as one of their 
primary businesses and do not have a significant 
weight in the jurisdiction; or

2. Entities whose securities are traded in relatively 
small public securities markets;

5. Other entities such as private entities and entities 
without public accountability that are often 
referred to as SMEs.

3. Entities that are generally characterized by small 
shareholder bases or low liquidity, or that are not 
subject to extensive corporate governance 
disclosure requirements;



Finance met ESG
• TCFD was announce in 2017, which was the 

first time financial figures needed to be 
disclosed in the ESG report

• Accountants started to have a role to play in 
ESG report

• Formulating strategies, implementing new 
disclosure requirements related to financial 
disclosure
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Assurance in the future
• Involvement of financial disclosure needs 

Accountants to play a role in the assurance 
process
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Help to apply Green Loans
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Large tenders, all required ESG
• Larger tenders, both from Government or 

Non-Government body, needs the disclosure 
of ESG performance 

• Tenders also needs to have input on ESG 
elements  
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Green procurement

• Almost all the large enterprise has policy on 
green procurement

• SME needs to equip themselves 
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As a supplier

• SME as a supplier, my face ESG ambush 
anytime

• Example:
1. Supplier of Yum China, Amazon, etc

• Need consultants to help to engage 
international standard
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