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CFA Institute Certificate in ESG Investing Sample Questions (Q307-Q312):

NEW QUESTION # 307
Which of the following is most likely to cast doubt on a director's independence?

e A. Receipt of director's fees from the company
¢ B. Holding cross-directorships
e (. Serving as a director for a relatively short period of time

Answer: B

Explanation:
Holding cross-directorships can cast doubt on a director's independence because it creates potential conflicts of interest. When a
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director serves on multiple boards, especially if those companies have business relationships or overlapping interests, it may
compromise their ability to act independently and objectively. This issue is recognized in various corporate governance codes and
guidelines, which highlight the importance of directors being free from relationships that could interfere with their judgment.

NEW QUESTION # 308
Which of the following is a minimum requirement for Principles for Responsible Investment (PRI) membership?

¢ A Participation in a shareholder engagement platform
¢ B. The establishment of accountability mechanisis for responsible nvestment implementation
¢ C. Implementation of Task Force on Climate-related Financial Disclosures (TCFD) recommendations

Answer: B

Explanation:

A minimum requirement for PRI membership is the establishment of accountability mechanisims to ensure that responsible investment
policies are effectively implemented within the organization. (ESGTextBook

[PallasCatFn], Chapter 9, Page 509)

NEW QUESTION # 309
Which of the following actions seeks to avoid exploitation of minority shareholders?

¢ A. Granting pre-emption rights
¢ B. Issuing dual-class shares
¢ C. Promoting "general mandate" resolutions

Answer: A

Explanation:

Minority shareholder rights are often at risk in companies where majority shareholders exert excessive control.

Why B (Granting pre-emption rights) is correct:

Pre-emption rights give existing shareholders the first right to purchase new shares before they are offered to others, preventing
dilution.

This protects minority shareholders from being unfairly disadvantaged when companies issue new equity.

Why not A or C?

A (Dual-class shares) concentrates voting power in a select group, often harming mnority shareholders.

C (General mandate resolutions) allow boards to issue shares without shareholder approval, potentially disadvantaging minority
nvestors.

References:

OECD Principles of Corporate Governance (2023)

World Bank Report on Minority Shareholder Protections (2022)

NEW QUESTION # 310
According to the Global Sustainable Investment Alliance (GSIA), as 0f 2020, the largest sustainable investment strategy globally is:

e A. exclusionary screening
e B. corporate engagement and shareholder action
e (. ESG integration

Answer: C

Explanation:

According to the Global Sustainable Investment Alliance (GSIA), as 0f 2020, the largest sustainable investment strategy globally is
ESG integration.

Definition of ESG Integration: ESG integration involves the systematic and explicit inclusion of environmental, social, and governance
(ESG) factors into financial analysis by mvestment managers.

GSIA Reports: The GSIA's Global Sustainable Investment Review highlights that ESG integration has become the dominant strategy
among sustainable nvestment practices. This approach is favored due to its comprehensive consideration of ESG factors in
traditional financial analysis.



Growth Trends: The increasing awareness of ESG risks and opportunities has driven the growth of ESG integration, making it the
largest strategy in terms of assets under management (AUM).

CFA ESG Investing Reference:

The CFA Institute's resources on ESG integration emphasize the importance and prevalence of this strategy among investors. It
outlines how ESG integration helps in identifying material risks and opportunities that could impact financial performance, thus
supporting better investment decisions.

NEW QUESTION # 311
Which of'the following statements about the ESG integration process is most accurate?

e A ESG disclosures are uniform across asset classes.
¢ B. Expected materiality thresholds for ESG disclosures vary across investors.
¢ C. ESG disclosure requirements from different regulators are aligned.

Answer: B

Explanation:

ESG integration is complex because materiality-the relevance of ESG factors-varies by investor type, region, and sector.
Materiality thresholds differ among investors due to varying investment objectives, risk tolerance, and fiduciary duties.

ESG disclosures are not uniform across asset classes-different asset classes (e.g., equities, fixed income, private equity) have distinct
disclosure requirements.

Regulatory ESG disclosure requirements differ globally, with frameworks like EU SFDR, SEC climate disclosure rules, and ISSB
standards having unique criteria.

References:

SASB Materiality Map

EU Sustainable Finance Disclosure Regulation (SFDR) Guidelines

International Financial Reporting Standards (IFRS) Sustainability Standards
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