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CFA Institute Sustainable Investing Certificate (CFA-SIC) Exam Sample
Questions (Q167-Q172):

NEW QUESTION # 167
Green investiment is a broad sub-category of:

o A Fthical investment.
¢ B. Philanthropy.
o (. Thematic investment.

Answer: C

Explanation:

Green investment focuses on funding projects and companies that contribute to environmental sustainability, such as renewable
energy, carbon capture, and energy efficiency.

Why C (Thematic investment) is correct:

Thematic mvesting targets specific themes or trends, such as climate action, clean energy, or water conservation-all of which align
with green investiment.

Why not A or B?

A (Philanthropy) is incorrect-green investment seeks financial returns, whereas philanthropy is primarily donation-based.

B (Ethical investment) is broader-ethical investing includes social and governance factors, while green investment focuses specifically
on environmental factors.

Reference:

PRI: ESG-Thematic Investing Guide (2023)

Global Sustainable Investment Alliance (GSIA) Green Investing Report (2022)

NEW QUESTION # 168
Investors in a natural gas power plant identified a material risk that clients will switch to lower greenhouse gas (GHG) energy sources
n the fiture. This risk is best incorporated in the financial modeling of:

e A revenues
e B. provisions
¢ (. operating expenditures

Answer: A

Explanation:

When investors in a natural gas power plant identify a material risk that clients may switch to lower greenhouse gas (GHG) energy
sources in the future, this risk is best incorporated i the financial modeling of revenues.

Revenues (A): Future shifts in client preferences towards lower GHG energy sources would directly impact the revenue stream of
the natural gas power plant. A decrease in demand for natural gas-generated power would lead to reduced sales and thus lower
revenues. Accurately forecasting revenues under this risk scenario involves projecting reduced income due to potential client attrition
and market share loss to more sustainable energy sources.

Provisions (B): Provisions are typically set aside for specific future liabilities or losses, but they are not the primary method for
incorporating demand risk due to changing client preferences.

Operating expenditures (C): While operating expenditures might be affected by changes in production volume, the primary impact of
clients switching to lower GHG sources would be seen in reduced revenues rather than direct changes to operating costs.
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Reference:
CFA ESG Investing Principles
Financial modeling best practices for risk assessment

NEW QUESTION # 169
The world's first formal corporate governance code emerged in the:

¢ A United Kingdom
o B. Netherlands.
e C. United States.

Answer: A

Explanation:

TheUnited Kingdomwas the first to introduce a formal corporate governance code, known as theCadbury Report (1992). This
groundbreaking document established best practices for corporate governance, emphasizing theroles and responsibilities of boards,
transparency, and accountability. It became the model for many global governance frameworks and was a direct response to
financial scandals at the time.

NEW QUESTION # 170
‘Which of the following statements best describes the greenium?

¢ A The lower yield investors accept to hold green bonds compared to conventional bonds
¢ B. The increased return required by investors to hold green bonds
e (. The premium paid by investors to exclude fossil fliel stocks from their portfolio

Answer: A

Explanation:

Thegreeniumrefers to thelower yield ("green premium'') investors accept when purchasing green bonds, as they prioritize
sustamnability over purely financial returns.

* Green bonds often trade at lower yields than conventional bonds due to high demand from ESG- conscious investors.
* Increased return required (A) is incorrect because green bonds generally offer lower yields.

* Excluding fossil fuels (C) is part of negative screening, not greenium

References:

Climate Bonds Initiative Greenium Research

Principles for Responsible Investment (PRI) Green Bond Market Analysis

CFA Institute ESG Fixed Income Report

NEW QUESTION # 171
A benefit of carbon footprinting is that:

e A ltis forward-looking
e B. It uses standardized methodologies
e C. It can aggregate emissions across geographies

Answer: C

Explanation:

Carbon footprinting allows emissions data to be aggregated across geographies, supply chains, and business units,providing a holistic
view of carbon impact.

* It is typically backward-looking rather than forward-looking (A).

* There are multiple carbon accounting methodologies (B), but they are not always standardized.

References:

Greenhouse Gas (GHG) Protocol Carbon Accounting Framework

CFA Institute ESG Carbon Footprint Measurement Guide

UNFCCC Carbon Accounting & Disclosure Standards
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