
Three-Year Action Plan on Improving ESG Information Disclosure Quality of Listed Companies on the Shanghai Stock Exchange (2024-2026)

In order to thoroughly implement the spirit of the 20th National Congress of the Communist Party of China (CPC), the Third Plenary Session of the 20th Central Committee of the CPC and the Central Financial Work Conference, to implement the Opinions of the CPC Central Committee and the State Council on Accelerating the Green Transition in All Areas of Economic and Social Development, to implement the Opinions of the State Council on Enhancing Supervision and Risk Prevention to Promote the High Quality Development of the Capital Market, to improve the quality of ESG information disclosure of listed companies on the Shanghai Stock Exchange (SSE), to make achievements in green finance, and to help accelerate the green transition in all areas of economic and social development, the Shanghai Stock Exchange (SSE) formulated the Three-Year Action Plan on Improving ESG Information Disclosure Quality of Listed Companies on the Shanghai Stock Exchange (2024-2026).
I. Overall Objectives
After three years of efforts, the ESG governance capabilities and disclosure infrastructures of SSE listed companies will be further enhanced. The requirements of Guidelines No.14 of SSE for Self-Regulation of Listed Companies—Sustainability Report (Trial) ("Guidelines") will be well implemented. The number and quality of ESG report disclosures will be significantly improved. The overall level of ESG evaluation and rating of listed companies by mainstream rating agencies will be improved. Green transition financing of high-quality listed companies will be strongly supported. ESG financial products will support listed companies in obtaining reasonable valuations. The level of digitization of key ESG data will be significantly enhanced.
II. General Principles
The first principle is to seek truth from facts and to advance steadily and prudently. On the basis of consolidating the existing achievements of SSE listed companies and in accordance with the actual situations of such factors as the progress of domestic supporting basic systems construction, the disclosure capabilities and infrastructures of listed companies, the SSE will promote to resolve the internal obstacles and external constraints faced by listed companies. In terms of the implementation pace, according to the overall principle of steady and prudent advancement, the SSE will move forward closely following the needs of national strategic development and conforming to the capacity of listed companies.
The second principle is to emphasize cost-effectiveness and advocacy. The SSE will take into account the additional costs that may be incurred by the compilation of ESG reports, the implementation of report assurance and the like, and insist on reducing the overall costs occurred to information disclosure of listed companies through institutional guidance and enhanced services. At the same time, the SSE maintains an attitude of advocacy and encouragement on matters that may increase the company's costs, such as implementing third-party assurance and conducting scenario analysis.
The third principle is to adopt differentiated measures and place equal emphasis on rewards and punishments. For companies that are required by the Guidelines to disclose ESG reports, the SSE will strengthen management on information disclosure and ensure that the requirements of the Guidelines are strictly implemented. By optimizing incentives in information disclosure evaluation, refinancing, mergers and acquisitions, restructuring and the like, the SSE will guide other listed companies to voluntarily follow the Guidelines to disclose ESG reports. At the same time, in terms of supervision, the SSE will strengthen supervision of greenwashing and malicious selective disclosure.
The fourth principle is to conduct systematic thinking and achieve cohesion. ESG information disclosure is closely related to evaluation and rating, investment and financing, financial innovation, financial standards, market supervision and other aspects. The SSE will leverage the joint efforts of all parties, strengthen communication and collaboration with government departments, rating agencies, fund companies, news agencies, stakeholders and other parties, pool wisdom and strength from all parties, and jointly form a comprehensive incentive and constraint mechanism to create a good ecological system of ESG.
III. Major Actions
Focusing on the overall goal of improving the quality of ESG information disclosure of SSE listed companies, the SSE formed the following 17 specific measures in 6 major areas: information disclosure capacity building, information disclosure service and supervision, favorable arrangements on financing matters, ESG evaluation and rating and investment, listed company promotion and international exchange and cooperation, and digital construction.
(1) Support listed companies to strengthen ESG information disclosure capabilities
1. Improve the ESG information disclosure system continuously and guide more listed companies to disclose high-quality ESG reports. Under the coordination of the China Securities Regulatory Commission (CSRC), the SSE will conduct in-depth research on the achievements of ESG information disclosure systems and the best practices of listed companies at home and abroad. In accordance with the principle of "prioritizing key points and advancing in steps", the SSE will draft and publish ESG report compilation guidelines in batches, provide a "toolbox" for listed companies to establish and improve ESG governance structures, identify important issues, and analyze risks and opportunities on sustainable development, so as to reduce the difficulty and the cost of disclosure, and guide more listed companies to voluntarily disclose ESG reports applicable to the Guidelines.
2. Carry out regular ESG information disclosure training. To meet the needs of listed companies, the SSE will regularly conduct specialized training programs on sustainable development information disclosure (ESG), inviting experts from the exchanges or other entities to provide courses on policy interpretation, ESG evaluation, ratings and investment, carbon emission accounting methods and experience sharing by outstanding listed companies. At the same time, the SSE will further enrich the online courses on green finance, and offer industry-specific and topic-specific online training courses to expand the coverage of training. The SSE will support industry associations, social organizations, and market institutions in organizing various ESG training activities. 
(2) Strengthen ESG information disclosure services and supervision of listed companies
3. Guide listed companies, investors and stakeholders to strengthen communication. The SSE will conduct ESG-themed exchange activities among listed companies within the industry, and help with the sharing of practical experience in ESG report compilation, so as to form positive interactions and quality improvement of ESG information disclosure. The SSE will guide listed companies to engage with investors and stakeholders through performance briefings, visits to listed companies and other ways to address their concerns on substantive issues, enhancing the relevance and effectiveness of ESG information disclosure.
4. Give full play to the leading role of the best practices of the outstanding listed companies. The SSE will support industry self-regulatory organizations in regularly compiling and publishing best practices and exemplary cases in ESG information disclosure. The SSE will encourage listed companies to release distinctive achievements in areas such as environmental protection, social responsibility, and corporate governance. Additionally, the SSE will support mainstream media in promoting the outstanding practices of listed companies. 
5. Encourage listed companies to conduct third-party assurance or verification. The SSE will provide support in studying and developing an assurance or verification system for ESG reports. The SSE will encourage eligible companies to carry out third-party assurance or verification for their ESG reports, or to implement third-party assurance or verification on key topics within the reports, such as carbon emissions and pollutant discharge step by step. This approach aims to gradually enhance the reliability and credibility of ESG report data.
6. Provide digital tools and services for listed companies. Through the ESG updates and data services on the SSE E-Service Platform, the SSE will continuously provide listed companies with ESG information and ratings. The SSE will further explore to add columns such as a database for carbon emission factors, a library for excellent cases, and a library for policies and regulations and such to provide more digital services for listed companies. 
7. Further enhance supervision over ESG disclosure. Efforts must be put into reviewing the truthfulness, accuracy and completeness of ESG disclosure. Listed companies, intermediaries and other entities in violation of the Guidelines shall be subject to self-regulatory measures in accordance with the seriousness of the situation. The cost of committing greenwashing, selective disclosure or other types of misconduct should be raised.
8. Set proper evaluation criteria for information disclosure of listed companies. Upon the current information disclosure evaluation system, more extra credits in a certain range are considered to be granted to companies with higher ESG report quality and higher ESG ratings. A certain amount of extra credits are expected to be issued to companies voluntarily compiling disclosure reports in compliance with the Guidelines. An upper limit on the evaluation result is considered to be set for companies that fall within the compulsory disclosure category but fail to issue reports.
(3) Step up favorable arrangement on financing matters for ESG disclosure and green transitions of listed companies
9. Provide innovative ESG financial services and products. The SSE will give support to China Securities Index (CSI) to release climate-transition index or other innovative indexes based on CSI-specific data, so as to widen the supply of ESG index products and channel more funds to support sustainable development. Listed companies with good ESG performance should be included in key indexes from different categories. Fund management companies are encouraged to launch ESG-themed ETFs, green-themed ETFs or funds tracking ESG indexes. 
10. Give greater support for green financing, M&A and restructuring. The SSE will support listed companies to achieve green and low-carbon transition and upgrading through equity financing, issuance of ESG bonds, green bonds and low-carbon transition bonds, etc. The SSE will also support those to make a green transition as well as to promote resource integration and industry upgrading through M&A and restructuring. All kinds of financial institutions are encouraged to offer favorable and convenient financing arrangements to listed companies with higher ESG ratings, in line with a market-based principle and on condition that risks are under control.
(4) Enhance ESG evaluations and ratings of listed companies
11. Support the CSI to further raise market recognition of ESG ratings. The SSE will support the CSI in its work to strengthen dynamic updates on ESG evaluation methodology in accordance with the Guidelines, so as to make the evaluation results more objective, reasonable and representative of the reality of the country and the company. The ESG ratings by the CSI are encouraged to be applied in indexes, funds and other financial products, so as to better build brand recognition across the market.
12. Make effective communications with both domestic and overseas mainstream rating agencies. The SSE will actively communicate with domestic and international mainstream rating agencies on the implementation of the Guidelines and the common issues faced by the SSE listed companies in ESG ratings, and guide relevant rating agencies to evaluate objectively and impartially the ESG performance of the listed companies and sustainability-related risks and opportunities. The SSE will support the listed companies to communicate with rating agencies on their own initiative, actively provide explanations on disputes, and strive to obtain objective, just and reasonable ESG rating results. 
(5) Carry out continuous promotion for the listed companies and keep international communication and cooperation on ESG
13. Organize the ESG-themed Performance Briefing Week periodically. The SSE will fully apply the advantages and influence of the SSE road show platform, regularly invite the listed companies with high quality of ESG disclosure and outstanding social responsibility performance to collectively hold ESG-themed performance briefings within a week, and strive to build ESG brand activities with extensive market influence.
14. Promote communication with overseas parties of listed companies. The SSE will continue to promote the ESG-related performance of the listed companies overseas by holding brand activities such as Hong Kong Salon and one-on-one visits. The SSE will cooperate with various self-regulatory organizations and institutions to facilitate the listed companies to participate in the ESG-related international conferences and forums overseas, promote communications between the listed companies and overseas investment institutions, and enhance the international influence and competitiveness of Chinese enterprises on ESG. 
15. Conduct international cooperation and promotion. The SSE will actively participate in the affairs of international organizations such as the World Federation of Exchanges (WFE) to demonstrate SSE’s achievement of green finance and sustainable development. The SSE will actively use social media to publicize the ESG-related news and reports, and promote the actions and achievements of China's capital market on ESG. 
(6) Accelerate the digital construction of ESG
16. Strengthen key ESG data collection and supply. The SSE will apply big data technology and artificial intelligence algorithms to explore and develop collection and extraction functions for key data of ESG reports, form an ESG database of the listed companies, and provide those services to investment institutions and rating agencies, etc. The SSE will support market institutions to work together to strengthen the capability of data collection, data infrastructure construction and data application and sharing.
[bookmark: _GoBack]17. Promote the application of ESG data information in various scenarios. The SSE will accelerate the pilot work progress with industrial institutions to explore the scenarios of ESG data application such as "carbon response efficiency" in fund portfolios. The SSE will support CSI to enrich ESG data products such as climate transition assessment, so as to provide references for sustainable investment.
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