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M #337
ESG disclosure among listed companies can be required by:

e A stock exchanges only.

¢ B. security regulators only.
¢ C. both stock exchanges and security regulators.

Ef#: C

A :

ESG disclosure rulesare increasingly enforced by bothstock exchanges(listing rules, ESG reporting frameworks) andsecurity
regulators(mandatory sustamability disclosure standards like the EU SFDR and CSRD). CFA materials emphasize that this dual
regulatory approach is becoming more common to ensure comprehensive sustainability transparency.

B #338
Which of the following refers to a network where nvestors engage with the world's largest corporate emitters of greenhouse
emissions?

e A Partnership for Carbon Accounting Financials
e B. Network for Greening the Financial System
¢ C. Climate Action 100+

Ef#: C

fi .-
Climate Action 100+ is a global investor initiative aimed at engaging with the world's largest corporate emitters to curb greenhouse
gas emissions and improve governance on climate-related issues. (ESGTextBook[PallasCatFin], Chapter 3, Page 153)

M #339
Wastewater treatment facilities:

¢ A. can be maintained by lower-skilled workers once developed
¢ B. require minimal ongoing maintenance expenditures.
e (. are highly capital intensive to develop

EfE: C

AR

Wastewater treatment facilities are highly capital intensive to develop. The development of these facilities imvolves significant upfront
mvestments in infrastructure, technology, and construction.

Infrastructure Costs: Building a wastewater treatment facility requires substantial imvestment in infrastructure, including pipelines,
treatment plants, and equipment. These costs can be very high due to the scale and complexity of the systens needed to treat
wastewater effectively.

Technology and Equipment: The technology and equipment used in wastewater treatment, such as filtration systems, chemical
treatment processes, and monitoring tools, are expensive to acquire and install. Advanced technologies that improve efficiency and
reduce environmental impact flrther increase costs.

Regulatory Compliance: Ensuring that the facility meets regulatory standards and environmental guidelines adds to the capital costs.
Compliance with regulations often necessitates additional investments in specialized equipment and processes.

References:

MSCI ESG Ratings Methodology (2022) - Discusses the capital-intensive nature of developing sustainable infrastructure projects,


https://www.japancert.com/Sustainable-Investing.html

including wastewater treatment facilities.
ESG-Ratings-Methodology- Exec- Summary (2022) - Highlights the high upfront investment required for infrastructure projects
aimed at improving environmental outcomes.

A #340
‘Which of the following frameworks created requirements to disclose the extent to which investment products consider or promote
environmental and social factors?

¢ A. EU Taxonomy Regulation
¢ B. EU Sustainable Finance Disclosure Regulation (SFDR)
¢ C. EU Corporate Sustainability Reporting Directive (CSRD)

Ef#: B

A -

The EU Sustanable Finance Disclosure Regulation (SFDR) (Option B) requires financial firms to disclose how their investment
products integrate ESG factors.

Article 8 ("light green") finds promote ESG factors.

Article 9 ("dark green") funds have sustainability as their objective.

Option A (EU Taxonomy Regulation) defines sustainable activities but does not regulate mvestment disclosures.
Option C (EU CSRD) applies to corporate ESG reporting, not investment products.

Reference:

EU Sustainable Finance Disclosure Regulation (SFDR) 2019/2088

European Securities and Markets Authority (ESMA) SFDR Guidelines

PRI Guide to ESG Fund Classification

P #341
A company has an audit contract with one Big Four firm and non-audit contracts with two other Big Four firms. Which scenario is
most likely to materialize when the company rotates its auditors?

¢ A The new auditor will be eligible for new non-audit contracts
¢ B. The new auditor will miss material issues that the existing auditor would have identified
e C. There will be a sub-optimal level of competition for the audit

EfE: C

fiR .-

When a company rotates auditors but has non-audit contracts with two other Big Four firns, there is a reduced level of competition
for audit services. This is because the remaining firms may be restricted from taking the audit role due to conflicts of interest. As a
result, the selection process may not be fllly competitive, leading to a "sub-optimal level of competition." Regulatory frameworks,
such as the EU Audit Reform and the Sarbanes-Oxley Act, encourage audit firm rotation to enhance independence and objectivity.
However, conflicts from existing advisory relationships can limit viable audit candidates.

Reference:

EU Audit Reform (Regulation 537/2014)

Sarbanes-Oxley Act (SOX) Section 201 on Auditor Independence

International Federation of Accountants (IFAC) Guidelines on Auditor Rotation
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