LOBALLY, CORPORATE CLAIMS AROUND SUS-
tainability and climate change have come
under intense scrutiny. The gap between
corporate pledges and concrete actions
is being challenged, and claims are ques-
tioned for their credibility as well as impact.

Accusations of greenwashing are increasingly preva-
lent, with regulatory enforcement, litigation and
investor activism all on the rise. * To understand the
issue of greenwashing in Asia, Brunswick’s Stacey
Chow interviewed Asia Investor Group on Climate
Change’s CEO Rebecca Mikula-Wright and Direc-
tor of Policy Anjali Viswamohanan about a recent
report the AIGCC co-authored with the nonprofit
ClientEarth titled, “Greenwashing and how to avoid
it: an introductory guide for Asia’s finance indus-
try” The report outlines the regulations in different
markets across Asia, practical guidance on how to
prevent greenwashing and the implications of these
trends for corporates with a presence in Asia. * In
this interview, Mikula-Wright and Viswamohanan
emphasize that transparency in reporting, account-
ability of actions, internal alignment and “radical
collaboration” are the keys to ensuring a company is
seen as credible on climate change.

What motivated AIGCC to collaborate with
ClientEarth on this report on how to avoid
greenwashing?

REBECCA MIKULA-WRIGHT: AIGCC members tell
us what priorities they need to address within their
businesses, as it relates to addressing climate change
in their portfolios. It started coming up as something
that investors were thinking about. We always try to
get ahead of issues before they become more main-
stream. In our policy and regulatory engagement
around the region, the issue of greenwashing was
coming up in discussions. This report aims to pro-
vide a practical guide for investors.

ANJALI VISWAMOHANAN: Since the first version
in English was released last April, there’s been some
very positive response—not only from companies
and investors but also from regulators to understand
where the concerns are.

We've since produced regional versions. We
did one in Japanese last year, with a chapter that’s
focused on what’s happening in Japan on green-
washing. We are planning to do another one in
Chinese this year. Everyone is interested to under-
stand where the enforcement actions are happening,
what the future trends are likely to be and what they
should be watching out for. All this information is
important for regulators, investors and companies.
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around climate
change are coming
under increasing
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by the Asia Investor
Group on Climate
Change (AIGCC)
outlines the steps
companies and
investors need

to take to avoid
greenwashing.
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GREEN

What are the different types of greenwash-

ing and the consequences for companies or
financial markets? On the flip side, what conse-
quences would greenhushing cause?

AV: What we’ve done in the report is talk about where
the enforcement trends have been on greenwashing,
in terms of classifying greenwashing cases. We see
greenwashing at an overall entity level in terms of
brand greenwashing—what an organization pitches
about what they are and what they’re trying to do.
Then there’s a sub-layer to that, product-level green-
washing, where you say that you have a “green prod-
uct,” but it’s not based on proper evidence. The third
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type is greenwashed financing, where a company
says that financing is being put into green objectives
when it is not. And last is financial reporting green-
washing, where a company’s financial report shows
claims in accordance with green objectives, when
they’re actually not.

We’re seeing cases in each of these four categories
across the globe. Greenwashing is a big risk because
incorrect information distorts where capital is going,
making it challenging for investors to understand the
performance of companies. This results in an uneven
playing field and reduces investor confidence.

With greenhushing, entities are underreporting
on sustainability or ESG to prevent more scrutiny.
This is a rising trend that we’re seeing across differ-
ent types of stakeholders: governments, companies
and financial institutions.

For Asia, the opportunity for ESG, sustainability
and transition is huge and leaders in the space can
attract capital. The opportunity cost of greenhush-
ing is high so we don’t see it as a huge risk, but there
might be companies that do it.

RMW: Investors have been asking companies for
many years about disclosure. If the companies them-
selves don’t disclose, investors will make their own
assumptions, which could be incorrect. So it’s in
companies’ best interests to disclose and be as trans-
parent as possible, particularly on climate. As part of
the Climate Action 100+ initiative, there’s a clear ask
for the disclosure of governance and business strat-
egy to reduce the emissions across companies. With

WASHING

greenwashing now surrounding that, it really high-
lights the issue of the lack of reporting. This is going
to come more to the fore when we see the manda-
tory reporting that’s currently voluntary in many
markets come through. We are trying to get ahead of
that to support disclosure.

Globally, research shows that up to 40% of

green claims are misleading. How prevalent is
greenwashing across the Asia-Pacific region?
What are the two stages of greenwashing you've
outlined in the report?

RMW: In terms of the growing claims, it’s hard to
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quantify as it’s not being tested by regulators yet
across Asia. We are seeing it being tested in markets
like Australia, for example, with the regulators crack-
ing down. It could be very similar and there might
be an opportunity to get ahead with that disclosure
piece. Asia is in an early stage in terms of how com-
panies are greening their work and the development
of taxonomies. That will provide the greater guid-
ance people are looking for, but we cannot wait for
that. It’s definitely going to get there, but it’s just
about how effectively it’s been tested. It remains to
be seen but regulators are certainly aware of this and
conscious of the risks.

AV: On the two stages of greenwashing, we are see-
ing claims being made at the company level that get
translated into information that goes into the prod-
uct level that financial institutions are creating, and
then that gets into the broader market. But there are
a number of ways to guard against those risks trans-
lating from a company level through more engage-
ment between companies and financial institutions
to understand where companies are heading with
this and what they are using that money for.

At the financial institutions level, there needs to
be more diligence on what products they’re put-
ting out there. That’s also helpful because a number
of regulators are putting in guidelines that financial
institutions need to follow to ensure they meet the
objectives they claim. It’s working in multiple ways
to guard against it, at a company level but also at a
financial institutional level, to prevent it from getting
into the market.

The report mentions that greenwashing does not
require intentionality. Can you talk about that?
AV: At first, in response to consumer activism, com-
panies wanted to use certain terminology such as
“clean,” “green” or “reusable’—and perhaps they
thought these words accurately described the prod-
ucts. But increasingly over time, there is more scru-
tiny over what companies are saying and there’s a
need to prevent this sort of misinformation from
getting into the market. So now you need to focus
on disclosure, to ensure that whatever claims you are
making, you are able to provide information to back
them up. I think they’re looking at it at two levels:
What you need to do internally to back a claim, and
then what you are putting out in public. And I think
that’s a good approach.

RMW: A lot of this is about capacity building within
corporates and across the organization. This is
not only the remit of an ESG or sustainability per-
son or the marketing department. It needs to be a
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company-wide approach, across the board level and
embedded within the entire organization. Every-
body needs to be on board internally and have the
correct internal governance systems in place.

How are government authorities in the Asia-
Pacific region looking at greenwashing? How do
these regulations and enforcement actions differ
from other regions such as the EU and the US?
RMW: Investors have been asking regulators globally
for a consistent approach to disclosure and regula-
tions across global markets. It takes a lot of capac-
ity, time and resources for them to have to comply
if regulations are different in every single market.
So we’ve been coordinating the advocacy around
the need for global comparability across disclosure
standards. We now have the International Sustain-
ability Standards Board (ISSB), which is looking to
be adopted across markets, and mandatory climate
disclosure coming in and other ESG disclosures as
well. We're seeing taxonomies, ratings of product
and fund labeling starting to evolve around identi-
fying and preventing greenwashing.

Markets such as Japan, Singapore, China, Hong
Kong, Thailand, India and the Philippines have all
enacted laws to prevent greenwashing at this point.
Other laws are also coming in to address potentially
deceptive claims that are not specifically labeled as
greenwashing. In China and Australia, we've seen
cases of regulators really increasing enforcement
of environmental regulations, and they’re signaling
they’re going to continue to do that. Overall, I think
there’s heightened awareness from regulators.

AV: Some markets are looking at this through a dif-
ferent lens. For instance, some are looking at service
providers that are providing ratings or classifica-
tion of companies. We’ve seen a crackdown in India
on ESG ratings providers. Obviously, the concerns
for regulators globally are quite similar—you want
to protect your economy and ensure that capital is
flowing to enable the transition. In terms of overall
trends in Asia, a number of markets are making it
easier to enforce greenwashing-related claims. For
example, South Korea has draft legislation that will
penalize companies for greenwashing. This trend is
percolating across Asia.

RMW: In Australia, we've also seen heightened
awareness for the financial sector, around product-
disclosure statements, net-zero claims and other lan-
guage being used. There’s been a broad sweep of dif-
ferent claims that have been aired. It’s a bit of a shot
across the bow for companies, a wake-up call to take
this seriously, to be specific with their claims, focus
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on better disclosure, governance and frameworks, in
advance of these disclosure regulations.

In the US and parts of the EU, we are seeing aris-
ing backlash against ESG and ESG investments.
Do you think Asia will avoid this trend?

RMW: Globally, there is still a very large cohort of
support towards ESG and growing funding flows at
a global level. In the US, it’s quite politically moti-
vated and that connection has been made well by
the media. The EU is starting to enforce some of the
regulations that are coming in.

There are actually some lessons from this type of
backlash. As economies and industries are transi-
tioning, how are those workforces being consulted?
It’s really critical that workers understand what the
transition means to them, in terms of potential job
losses, new opportunities and why this needs to be
done. So different stakeholders need to be brought
into those conversations to avoid potential conflict.

The impacts of climate are escalating in Asia,
it’s affecting businesses and daily lives. The need to
act is only increasing and along with that, the need
to increase the communication, particularly from
government at all levels down, so there’s more
understanding of why there’s a need to act and the
benefits of countering climate risks to societies and
economies.

There’s actually a really good opportunity for Asia
to learn the lessons from other markets and get it
right. Asia is also very good at leapfrogging and can
use the disclosure frameworks to do so.

What challenges do financial institutions face

if they're unable to fulfill their net-zero commit-
ments, particularly across Scope 3 emissions?
RMW: Investors who signed up to these initiatives
actually have an advantage, because of the process
we’ve gone through with them to create the frame-
works to really test this, to make sure it works in
practice. It really takes them on that journey, the
runway to net zero. Scope 3 is the big challenge out
there at the moment, but it’s not unlike the gover-
nance conversation we were having five, 10 years
ago. We're starting to work through the Scope 3
challenge of not having the data, by exploring how
to engage with a company’s supply chain to obtain
that data. That’s becoming part of the structure of
mandatory reporting.

AV: It’s important to acknowledge that investors
cannot achieve their net-zero targets in a way that
benefits society if policy does not actually support
the achievement of net zero overall. So investors
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need to be actively engaging with policymakers on
this, so that investors, companies, policymakers can
move together.

If acompany is accused of greenwashing, how
would their boards be impacted?

RMW: This will vary by jurisdiction, but we see
potential actions taken against fiduciaries around
failing to manage or disclose risks. Investors are
already holding companies and directors to account
through voting as part of the normal shareholder
process. This trend raises the question around the
governance of the board—how it’s operating top-
down. Are goals fully embedded throughout the
organization, and what are the implications for
trustees for failing to act? We've seen shareholder
lawsuits in Australia that come back to accountabil-
ity at the board level.

What will be the next frontier for greenwashing
claims?

AV: We are already seeing some of the trends in the
net-zero space. There’s a need to watch out for “tran-
sition washing,” more accountability in how money
is being provided as transition finance helps high-
emissions corporations with a clear, accountable
transition plan. There’s greenwashing by associa-
tion, where a company in your portfolio is engaging
in greenwashing and, by association, your institu-
tion is being accused of greenwashing. You need to
engage with companies in your portfolio to ensure
that what they’re telling you is actually right based
on disclosure.

Another one is greenwashing via offsets. We're see-
ing more guidance being provided to anyone that’s
committed to net zero regarding where you can use
offsets credibly. We are also seeing greenwashing
claims by competitors—where a company accuses a
rival company, leading to investigations.

There are now claims being made in the area of

nature, and more accountability is needed for these
claims. There are going to be a number of frontiers
where greenwashing will come up, as the level of
involvement of companies and investors in transi-
tion really expands.
RMW: Another area is the attention on the capi-
tal expenditure towards targets—that disclosure
is very low right now. Investors are also looking at
“just transition” and how companies are incorporat-
ing the “social (S) element” around people, the jobs
related to the transition of a business or industry.

Additionally, investors are asking for greater
clarity around lobbying activities and whether a
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company’s lobbying activities are positive or nega-
tive towards climate. It’s really around the transpar-
ency and disclosure.

What advice would you provide to companies on
how to prevent greenwashing?

AV: The report covers this in specific detail. At a very
high level, companies should ensure the accuracy of
any statement they’re putting out that has a link to
ESG or sustainability. It has to be credible and make
sense internally. They also need to go back and look
at past statements they’ve made to ensure they are
aligned with what the company’s doing now. More
transparency is key; provide as much informa-
tion as possible on the objectives that you're trying
to integrate into the product you're putting out on
the market.

There’s a need to ensure that action is integrated
across the whole of the company and not just one
department, to ensure that you have the capacity to
act internally on what you have promised externally.
In the case that you don’t have the information to
substantiate a particular aspect of what you’re say-
ing, be upfront and clear about why you don’t have
that detail.

It’s important to know that regulations and guide-
lines around greenwashing are evolving fast, so mon-
itor what is being discussed in each jurisdiction that
you are active in and be aware of what the expecta-
tions are. If you've made a net-zero commitment,
know the expectations of how you're supposed to act
and make sure you're meeting them.

Lastly, look at the fiduciary duty and your legal

duty internally to ensure that your whole process
is covered.
RMW: I would add that investors have really reaped
the benefits of collaboration by working on these
challenges together. So I would encourage compa-
nies to look to do the same within their industries—
use their industry bodies (associations) to help them
get across these regulations, to collaborate with
investors and regulators.

We are running out of time and regulations are
catching up, so the pressures are coming from all
angles. We need these sort of radical collabora-
tions—between investors and companies, and also
between policymakers and regulators—to become
the norm so that we can achieve what we have to
on climate.

If we get the individual collaborations within
those different groups, and then collectively as well,
that’s when we can really move the dial and make the
progress that we need to on climate. &
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