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detailed explanations are offered where available to ensure you fully understand why to choose the correct answers. All the
questions cover the main points which the Sustainable-Investing Actual Exam required. The answers of each question are correct
and verified by our IT experts which can ensure you 100% pass.

CFA Institute Sustainable Investing Certificate (CFA-SIC) Exam Sample
Questions (Q682-Q687):
NEW QUESTION # 682 
Leased assets of a company contribute to:

A. Scope 3 emissions.
B. Scope 1 emissions.
C. Scope 2 emissions.

Answer: A

Explanation:
GHG emissions are categorized into three scopes:
Scope 1: Direct emissions from a company's owned facilities and vehicles.
Scope 2: Indirect emissions from purchased electricity, heating, or cooling.
Scope 3: Indirect emissions from the value chain, including leased assets, supply chain, employee commuting, and business travel.
Why C (Scope 3) is correct:
Leased assets are not directly owned but still contribute to a company's carbon footprint.
Why not A or B?
A (Scope 1) applies to owned assets, not leased ones.
B (Scope 2) applies to purchased electricity, not leased buildings or vehicles.
References:
GHG Protocol Corporate Standard (2023 Update)

NEW QUESTION # 683 
With regards to the climate, financial materiality:

A. considers both impacts of a company on the climate and climate-related impacts on a company
B. only considers climate-related impacts on a company
C. only considers impacts of a company on the climate

Answer: A

Explanation:
Financial materiality in the context of climate change encompasses both the impacts of a company on the climate and the climate-
related impacts on a company.
Double Materiality: This concept involves assessing how a company's operations affect the climate (inside- out perspective) and how
climate change affects the company's financial performance (outside-in perspective).
Regulatory Frameworks: Many sustainability reporting frameworks, such as the Global Reporting Initiative (GRI) and the Task
Force on Climate-related Financial Disclosures (TCFD), emphasize the importance of understanding both dimensions of climate
impact.
Risk and Opportunity Assessment: Considering both perspectives provides a comprehensive view of a company's exposure to
climate risks and opportunities, which is crucial for informed decision-making and long-term sustainability.
CFA ESG Investing References:
The CFA Institute's ESG Disclosure Standards highlight the importance of double materiality in evaluating ESG factors. By
considering both the impacts of the company on the climate and the climate-related impacts on the company, investors can better
understand and manage ESG risks and opportunities.

NEW QUESTION # 684 
Suppose the average price-to-earnings (P/E) ratio for the financial industry is 10x. A financial institution with high ESG risk
compared to its industry, is most likely assigned a fair value P/E ratio:

A. lower than 10x
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B. of 10x
C. higher than 10x

Answer: A

Explanation:
Price-to-Earnings (P/E) Ratio and ESG Risk:
The price-to-earnings (P/E) ratio is a valuation metric used to assess the relative value of a company's shares.
A company with higher ESG risks is generally perceived as having higher operational and financial risks, which can negatively impact
its valuation.
1. High ESG Risk Impact: A financial institution with high ESG risk compared to its industry peers is likely to be perceived as riskier.
Investors may demand a higher risk premium for holding such a company's shares, which can result in a lower valuation multiple.
2. Fair Value P/E Ratio: Given the average P/E ratio for the financial industry is 10x, a financial institution with higher ESG risks is
most likely to be assigned a fair value P/E ratio lower than the industry average. This reflects the increased perceived risk and
potential for future financial underperformance due to ESG-related issues.
References from CFA ESG Investing:
ESG Risk and Valuation: The CFA Institute discusses how ESG risks can impact a company's valuation by influencing investor
perceptions and risk assessments. Companies with higher ESG risks may trade at lower multiples due to the associated uncertainties
and potential for adverse impacts on financial performance.
P/E Ratios and ESG Integration: Understanding the relationship between ESG risks and valuation multiples is essential for integrating
ESG factors into investment analysis and valuation models.
In conclusion, a financial institution with high ESG risk compared to its industry is most likely assigned a fair value P/E ratio lower
than 10x, making option A the verified answer.

NEW QUESTION # 685 
Which of the following statements is most accurate? Assessments of the ESG capabilities of fund managers:

A. Are transparent.
B. Use similar data sources.
C. Are performed using different methodologies.

Answer: C

Explanation:
The manual notes:
"Assessment frameworks vary significantlyacross institutions... Each uses different weighting systems, data vendors, and evaluation
processes. As such, results arenot directly comparable across providers." This statement directly supportsoption C, confirming that
fund manager ESG capability assessments rely on different methodologies.
Reference:2021-Final-Book.pdf, Chapter 7, ESG Integration - Assessment Frameworks.

NEW QUESTION # 686 
The LEAP assessment framework developed by the Taskforce on Nature-Related Financial Disclosure (TNFD) stands for:

A. listen, estimate, advocate, preserve.
B. locate, evaluate, assess, prepare.
C. learn, engage, adapt, protect.

Answer: B

Explanation:
The LEAP framework developed by TNFD stands for "Locate, Evaluate, Assess, Prepare." It is designed to help organizations
evaluate nature-related risks and integrate them into financial disclosures. (ESGTextBook[PallasCatFin], Chapter 3, Page 114)

NEW QUESTION # 687
......
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