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14 October 2024

Hong Kong Institute of Certified Public Accountants’ (HKICPA)

Hong Kong, Wan Chai
Queen's Rd E, 213 %%
Wu Chung House, 27th Floor

Re: HKICPA Exposure Drafts of HKFRS S1 and HKFRS S2
Dear Sir or Madam,

We are grateful for the opportunity to comment on the ongoing consultation regarding the adoption of
sustainability disclosure standards for corporates in Hong Kong. We strongly support the adoption of IFRS
S1 and S2 (together the ISSB Standards) as developed by the International Sustainability Standards Board
(ISSB). As a global investment manager and Vice-Chair of the ISSB’s Investor Advisory Group, we believe
that it is necessary to have a global baseline for financially material sustainability reporting by
corporations across jurisdictions.

Founded in 1939, Neuberger Bermanis a global, independent, employee-owned investment manager.
The firm manages $481 billion across a range of strategies —including equity, fixed income, private equity,
real estate and hedge funds — on behalf of institutions, financial advisors, and individual investors globally.
With more than 700 investment professionals and approximately 2,800 employees in total, Neuberger
Berman has built a diverse team of individuals united in their commitment to delivering compelling
investment results for our clients over the long term.

As an active manager, Neuberger Berman has a long-standing belief that the consideration of financially
material ESG factors is animportant driver of long-terminvestment returns from both an opportunity and
a risk-mitigation perspective. We are therefore supportive of the approach adopted by the ISSB which
focuses on financial materiality and believe that IFRS S1 and S2 are the appropriate standards to form a
global baseline.

Creating a truly global baseline

Neuberger Berman believes that, by establishing a global baseline, the ISSB Standards could enable
investors to assess financially material sustainability characteristics of companies across jurisdictions,
thereby improving capital allocation and price discovery across capital markets which are crucial to foster
a stable investment environment and to enable investors to make informed investment decisions. Given
the current fragmentation of sustainability-related disclosure requirements across jurisdictions, the
adoption of a more standardized disclosure framework will also help reduce and streamline the reporting
burden on companies.

If ISSB Standards are universally implemented, companies that operate globally will be able to focus their
disclosures on the information that is most important and relevant to investors irrespective of where they
may be located. However, the uptake of voluntary implementation by companies comes with practical
challenges, and the success of the ISSB’s objective to standardize sustainability reporting can only be
achieved through ISSB-aligned mandatory requirements at national level.
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In this context, we welcome the HKICPA’s consideration of the ISSB’s sustainability disclosure standards
as a mandatory disclosure framework for companies in your market. We believe that this could position
companies in Hong Kong as leaders in communicating with global investors on material topics, thereby
enhancing their access to international capital markets.

The case for full adoption of IFRS S1 and S2

We urge all jurisdictions to fully adopt both IFRS S1 and S2. As investors, we need financially material
sustainability-related information to make investment decisions in line with our fiduciary responsibility.
While climate disclosures are important, there are many other environmental and social topics which may
also be financially material and hence decision-useful to investors. For this reason, we believe it is
important that IFRS S1, which references industry-specific disclosures based on the work of the
Sustainability Accounting Standards Board (SASB), be implemented in addition to the climate-focused
disclosure of IFRS S2. Inconsistency in disclosure risks regulatory fragmentation, exacerbating the
reporting burden on companies and the comparability challenges across the market today.

Therefore, we recommend the full adoption of ISSB Standards as a baseline requirement for companies
in Hong Kong. If adaptation of the ISSB Standards is necessary, we suggest deviations in the form of reliefs
(e.g., for smaller companies) or additional reporting layers on top of the global baseline, rather than
excluding certain elements of the ISSB Standards.

Timeline and implementation

As markets worldwide consider adopting the ISSB Standards, we urge jurisdictions to adhere to the global
baseline and act promptly. This would benefit global investors in fulfilling their fiduciary responsibility by
integrating accurate, comparable, and consistent information into investment decisions, whilst helping
companies communicate their management of material risks and opportunities more effectively.

However, we also recognize that phased implementation dates might be appropriate in jurisdictions
where sustainability-related disclosures are not as well established. In those jurisdictions where
mandatory disclosures may take time to be implemented, we are supportive of protections such as safe
harbors being provided to companies with positive intentions to comply with increased transparency.

As an active manager, we believe transparency and communication between companies and investors is
critical to well-functioning markets. We commend the HKICPA for promoting improved disclosures of
material information through the adoption of the global baseline for sustainability-related standards.

We appreciate the opportunity to share our views and welcome further dialogue on this important
matter.

Sincerely,
Jonathan Bailey
Global Head of ESG and Impact Investing



