Disclosure on the Management of Climate-related Risks

Background

Climate change is one of the major risks threatening the well-being of mankind and is increasingly
recognized as a source of financial risk for financial institutions and corporates. As a responsible financial
institution and fund manager, Huatai Financial Holdings (Hong Kong) Limited (“Hautai”) has updated its
governance structure, investment and risk management processes, engagement policy and disclosure
obligations in line with the Circular to Licensed Corporations - Management and Disclosure of Climate-
related Risks by Fund Managers issued by the Securities and Futures Commission of Hong Kong (“SFC”)
on 20 August 2021.

Governance

The board of directors of Huatai (the “Board”) and the Manager-in-charge of the Type 9 Regulated
Activity Key Business Line (“MIC”) are the primary parties responsible for the management of climate-
related risk.

Board’s Roles and Responsibility

The Board is responsible for overseeing and reviewing the incorporation of climate-related consideration
into the investment and risk management processes, and monitoring progress against goals for
addressing climate-related issues relevant to the funds managed.

The Chief Executive Office (“CEQ”), as representative and one of the members of the Board, will be
informed about climate-related issues by the MIC at least once a year. The CEO will report these climate-
related issues to the Board at least once in two years or at a higher frequency whenever necessary,
usually subject to material climate-related risks identified or material changes in regulatory requirements.

MIC’s Roles and Responsibility

The MIC is responsible for leading and monitoring the execution of climate-related policy and
investment strategy and implementing climate-related risk measures in the investment management
processes and operations. The MIC will also review the goals and action plans for addressing and
managing climate-related issues and risks, and allocate sufficient resources to support the proper
performance of the duty by relevant teams in managing the risks. The MIC will establish
communication channels to be informed about the status and progress of efforts to manage climate-
related risks regularly, including meeting at least once a year with relevant teams to discuss climate-
related matters and keep track of the progress of climate risk management. The MIC shall report to the
CEO on matters related to climate-related risk at least once a year.

Investment and Risk Management

Climate-related risks including physical and transition risks could affect the performance of investments
and funds. Thus, Hautai conducts:-

1. Relevance and materiality assessment to identify relevant and material climate-related risk and
potential impacts for each investment strategy and the fund managed;



2. Climate-related risk assessment to assess funds most impacted by such climate-related risks;
and

3. Integration of the risk assessment results into the investment management processes.

The relevance to climate-related risks of each fund is assessed based on the investment strategy/asset
class and trading frequency. As of 31 December 2021, two funds are identified as irrelevant to climate-
related risks. We would separately inform the investors of the relevant funds and the relevance
assessment will be re-evaluated periodically.

For those funds identified as relevant to the climate-related risks, materiality assessment will then be
carried out based on the sector and major operating location of each underlying investee company of
each fund. If the fund is deemed to have material climate-related risks, a qualitative climate-related risk
assessment will be furthered conducted. On the other hand, for funds that are identified as having
immaterial climate-related risks, risk assessment is not needed but the relevance and materiality
assessment will be re-evaluated periodically.

To assess and manage climate-related risks, Hautai conducts a qualitative risk assessment based on
geographical locations and sector-based metrics to evaluate, at the fund/portfolio level, whether the
investment portfolio is unintentionally skewed towards sectors or locations with high potential climate-
related risks. The results of the relevance and materiality assessment, as well as the findings from the
risk assessment will be incorporated into our investment process, especially in the post-trading risk
review, to ensure alignment with the investment philosophy and strategies of each of the funds.

Engagement

When extremely high level of climate-related risks are identified for a fund, Hautai will consider actively
engaging with the relevant underlying investee companies to further gather information on climate-
related matters and to encourage them to adopt climate-related integration within their operation where
appropriate. The relevant team will consider the most appropriate engagement dialogue, including but
not limited to meeting with the management, interviews, phone conversation, written correspondences,
etc, on a case-by-case basis, and will also exercise the proxy voting rights on climate-related issues
where appropriate.

We will update our climate-related risk disclosure to you annually and inform you of any material changes.
Should you have any further questions about our climate-related risk management, please feel free to
contact us.
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