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Responsible Research is an independent provider of sectoral and thematic Asian environment,
social and governance (ESG) research, targeted at global institutional investors. Many of
these fund managers and asset owners now find that traditional investment banking reports,
financial models and public information sources can no longer be relied on to cover all risks
to earnings and deliver superior returns. Companies who do not monitor and report on this
‘non-financial” performance not only risk financial penalties for non-compliance with stricter
regulatory environments but are also denied access to substantial pools of global capital which
are managed according to sustainable principles.

Our approach is based on analysis of material ESG factors, which change according to sector
and market. We provide our clients with local market knowledge of important regulatory
landscapes in Asia, along with a fresh perspective on local operational and sectoral issues.
We offer an annual subscription model for our monthly sectoral or thematic reports and give
our clients access to the underlying data. Reports can also be commissioned (by investors or
foundations) and kept for internal use or be offered for general distribution, as part of a general
effort to promote ESG integration into the Asian investment process. Our analysts conduct
seminars and webinars to discuss findings, often with contributions from experts, companies
and policy-makers.

Responsible Research was founded in 2008 by our Board members who have been instrumental
in promoting Corporate Social Responsibility (CSR) and SRI practices in Asia for over 10 years
and have significant experience in the regions emerging investment markets. This team of
five works in collaboration with our full time Asian-based responsible investment analysts
and the Responsible Research Alliance, a group of consultants with subject matter expertise.
Together they provide a valuable balance of market and ESG knowledge, academic rigour,
process management, data management, customer relationship management and senior level
contacts.

Many of our clients are signatories to the UN backed Principles of Responsible Investment
(PRI), an investor initiative. As signatories they commit to incorporate ESG issues into their
investment analysis and to support the development of ESG tools, metrics and methodologies.
As a signatory to the PRI we voluntarily contribute time and resources to the Emerging Markets
Disclosure Project and other collaborative initiatives. Responsible Research is also a strong
supporter of independence in research, without which conflict and bias can deliver investment
risk. The company is one of the founding members of the Asian Association of Independent
Research Providers and also of the Asian Water Project.

For more information, please contact Responsible Research:

Email: info@responsibleresearch.com
Tel: +65 9386 6664

www.responsibleresearch.com

REPRISK

Responsible Research is the exclusive partner in Asia for RepRisk®, a web-based tool which
provides insights on environmental and social issues that present financial and reputational
risks to companies and investment portfolios. The tool enables commercial and investment
bankers, asset managers, and supply chain managers to manage the corresponding risks and
to implement effective screening procedures.

About the RepRisk® tool

RepRisk® is a web-based tool that allows you to
identify and assess the environmental and social
issues which may present financial, reputational
and ethical risks. It is used by investment
professionals,  financial institutions,  supply
chain managers, multinational corporations and
compliance managers, and includes a variety of
features enabling clients to monitor risk trends

Tl upsarst i

over time, create customized watch lists, tailor = m"';g,""m"““'
alert services and more. The tool plays an integral - ﬂm'”%ﬂﬁmm
role in increasing transparency and ensuring - ..-‘*‘wﬂ'n;';mm
compliance with internal and international ~ ""; e N0 0 8
B : Lorr e corarmennt stel| aed
standards, thereby helping reduce risk exposure. iﬁ:é:”‘"hmmt"

The comprehensive and relevant RepRisk® database enables you to meet the risk management
and compliance challenges in an increasingly complex world. On a daily basis, RepRisk tracks
a company'’s or project’s environmental and social risk exposure by monitoring independent
third-party sources such as all major print media, over 700 NGOs, newsletters, news sites,
governmental agencies and blogs. Controversial issues covered include environmental
footprint and climate change, human rights and community relations, labour conditions and
employee relations as well as corruption and money-laundering. In particular, all principles
of the UN Global Compact are addressed. RepRisk covers all major business languages
(Chinese, English, French, German, Japanese, Korean, Portuguese, Russian, and Spanish)
and its database currently includes over 15,400 companies and 3200 projects, and is updated
and growing daily.

Please contact info@responsibleresearch.com for more information.
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EXECUTIVE SUMMARY

This report examines the environmental, social and governance
(ESG) issues in the waste sector in Asia. Through a discussion
of the current situation and trends in the Asian waste landscape
supported by case studies of waste management companies in the
region, the report highlights the ESG risks and opportunities that
companies face on a strategic and operational level. As a key pillar
of the environmental goods and services sector, responsible waste
management drives sustainability, a prerequisite for continued
economic progress in Asia.

Companies that incorporate ESG considerations in their business
strategy and operations are better positioned to minimise secondary
pollution from waste, generate social goodwill and gain stakeholder
support for their services. Institutional investors can act in their
fiduciary capacity on behalf of individual investors to exercise
informed ownership through the monitoring and engagement of
companies to improve their management of these critical issues.

The report begins with an introduction of the landscape for waste
in Asia and a brief overview of waste principles and policies. This is
followed by a discussion of the ESG risks and opportunities in three
main sections of environment, social aspects and governance. The
report concludes with a company benchmarking of ten selected
Asian waste companies using the Asian Sustainability Rating™
system (ASR™). The ASR™ is a tool developed by Responsible
Research that is used by investors to benchmark portfolios and
add a sustainability dimension to investment decision-making
and engagement practices. Four global waste companies are
benchmarked as well to provide a comparative guide to the
performance of the Asian companies.

Environment

The paradigm shift in Asia’s waste sector is the increasing focus
on waste as a source of renewable energy rather than a problem
to be hidden. Waste management has evolved from simple collect-
and-dispose models to technology-driven treatment systems
that convert waste into thermal power. While landfill remains the
dominant method of waste disposal, energy recovery systems that
convert waste to energy and reduce the final amount of waste for
landfill disposal are gaining in popularity throughout the region.

Asian waste companies are active in developing energy recovery
systems such as landfill gas capture, incineration plants and
biogas extraction units. Waste as a renewable energy creates new
opportunities through climate change projects, where companies
can seek financial assistance via the sale of carbon credits for
waste projects that reduce greenhouse gas (GHG) emissions. Many
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Environmental

companies have embarked on such projects, particularly in landfill
gas capture, although success has been varied due to technical
challenges associated with waste and suitability. However, firms
that tap into waste-related energy opportunities need to ensure
strict and transparent monitoring of emissions so that no air, water
and land pollution results from the treatment process.

Hazardous waste management in Asia requires urgent action to
keep up with expanding industrial activity. Deficient environmental
regulations and poor enforcement in developing Asia result in the
illegal dumping of waste by industrial generators, devastating the
environment and reducing business opportunities for hazardous
waste treatment companies. Global trade in hazardous waste also
cripples environmental and human health in countries that receive
a major share of the illegal waste trade for processing. Large-scale
exports of electronic waste to China and India from developed
countries have led to domestic and international efforts to curb
the illegal trade and to channel the waste to regulated recycling
companies. The seemingly inevitable rise in bulk hazardous waste
is expected to create opportunities for hazardous waste treatment
companies as regulations tighten and technological capacity
improves.

Figure 1: Key ESG Issues facing the waste sector in Asia
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This report and its contents are the work of Responsible Research Pte Ltd.
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Social aspects

Waste management is a participative and community-driven
process, characterised by a myriad of informal stakeholders
including residents, community groups, ‘rag pickers’ and NGOs.
Asian waste companies generally understand the importance of
stakeholder engagement from project planning and development to
implementation stages. The companies generally focus on engaging
communities in upstream activities such as waste segregation and
recycling. However, they have limited experience in community
investment with defined social goals such as establishing long-
term partnerships with local populations to improve income
levels. Employee welfare is another high-priority area in which
Asian waste companies seem to lag. There is limited information
disclosed on health and safety standards, welfare benefits and
training programmes. With increased social awareness and greater
advocacy for labour rights, companies are likely to face increasing
pressure from stakeholders to disclose more information and
improve human resource management.

Governance

Corporate governance in Asia’s waste sector is generally
unimpressive, with key areas of concern being low board
independence and limited disclosure on board committees,
audit and nomination procedures, and risk management, among
others. Such observations are not unique to the waste sector and
reforms at the national level will push waste companies to join
others to strengthen their corporate governance. With regards to
government policy, waste companies can theoretically benefit from
favourable policies on preferential electricity tariffs for renewable
energy from waste as well as subsidies for capital expenditure on
waste infrastructure. To gain maximum benefit from such policies,
companies must thoroughly understand the contractual rights and
responsibilities in waste projects, which typically take the form of
public-private partnerships (PPP). Effective legal, regulatory and
policy regimes, timely tariff collection and technical clarity are key
enablers of successful PPP arrangements.

This report includes a review of the key ESG issues and solutions that
companies are taking to mitigate risks and develop opportunities.
Companies that react positively to pressures from environmental
regulations, social groups and corporate governance reform or even
act as champions of sustainable business practices stand to gain in
economies that place increasing emphasis on sustainable growth.

The report also details a benchmarking of ten listed Asian waste
companies that are evaluated for their sustainability performance
using the ASR™. Four global waste companies are benchmarked

alongside to provide a comparative guide to the performance of
the Asian companies. The benchmarking reveals that Asian waste
companies lag behind their global counterparts significantly in
terms of their sustainability performance. It should be noted that
the Asian conglomerates with waste management businesses are
not scored in this exercise because the waste business is not a
listed entity.
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Waste infrastructure requires urgent improvements to
alleviate the environmental impact of rising waste generation

The pressing need for more and better waste infrastructure is most
critical in developing Asia. Poor management of rising waste volume
due to population growth, urbanisation and economic development
could lead to a ‘waste crisis’ with long-lasting environmental
degradation if there is no corresponding expansion of waste
services. Waste treatment facilities such as sanitary landfills and
incinerators are most urgently sought, but they demand large
capital expenditure and are often inadequately provided by local
governments due to financial constraints.

Waste as renewable energy is emerging as a central focus
in Asia’s waste sector

Resource recovery from waste is gaining importance in national
waste management strategies across Asia, and the generation
of renewable energy from waste is a key focus area. Companies
are actively pursuing energy from waste projects, which support
political, environmental and energy agendas as well as provide
steady income via the sale of electricity. Renewable energy from
waste takes many forms, such as landfill gas capture, incineration,
refuse-derived fuel and biogas from anaerobic digestion. The shift
from landfills to waste-to-energy (WTE) plants represents the
dominant transformation in waste treatment. China is pursuing
an ambitious national policy of converting 30 percent of its
total municipal waste into energy by 2030, while Hong Kong is
set to implement a new waste management strategy with waste
incineration as the main treatment method. Asian companies are
finding new and innovative ways of optimising energy recovery
from waste, such as the landfill gas project to replace naphtha in
town gas production by SITA Hong Kong and the integrated solid
waste treatment facility in Qatar by Keppel.

Sustainable waste management reduces greenhouse gas
emissions

With a contribution of three to five percent of total global
anthropogenic GHG emissions in 2005, the waste sector can do its
part to mitigate climate change through sustainable management.
Asian companies are active in a variety of Clean Development
Mechanism (CDM) projects in waste management, which are
eligible for carbon credits based on the scale of GHG emissions
reduced. CDM provides the financial support to launch projects that

This report and its contents are the work of Responsible Research Pte Ltd.
No reproduction or distribution is permitted without written consent.




would otherwise be economically unfeasible, as well as to develop
a system of monitoring and transparency to determine long-term
emission savings. Landfill gas to energy and biological treatment
of waste are the more common projects in Asia. Companies that
reach specific environmental and social goals through long-term
commitment and partnership with the local community can achieve
international certification standards, such as the Gold Standard
Voluntary Emission Reduction status that was accorded to China
Everbright’s Suzhou methane recovery project. This type of global
recognition could theoretically reduce a company’s cost of capital
for subsequent projects.

Stricter environmental health and safety standards and legal
enforcement are required for hazardous waste

Technical resources and legal enforcement of responsible hazardous
waste treatment is lacking in Asia. Illegal dumping of toxic waste by
industry threatens environmental and human health and reduces
business opportunities for hazardous waste companies. Companies
such as Shenzhen Dongjiang, Super Dragons Technology and
Shenzhen GEM are investing in research and development (R&D)
to improve their technological capability in hazardous waste
treatment. The electronic waste (e-waste) crisis in Asia, particularly
China and India, is of international concern, as these two countries
receive the bulk of illegal e-waste exports to Asia.

Recycling is largely an informal sector operation in
developing Asia

Recycling in Asia is largely a fragmented ‘traders’ business made
up of informal enterprises. Recyclable materials are perceived as a
commodity to be paid for, which makes the business model of large-
scale recycling plants financially challenging. Such investments in
the developed world usually require a free supply of materials to
defray the cost of processing. These market conditions may explain
why relatively few Asian waste companies are integrated across
recycling and treatment businesses compared to those in the West.
One such company is Fook Woo (923:HK), which is integrated across
the value chain for paper waste collection, recycling, reprocessing
and disposal. Recycling is widely accepted as the preferred option
over energy recovery in sustainable waste management and
integration of recycling into the formal sector could produce more
consistent recycling efforts.
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Stakeholder engagement and social attitudes must be
proactively managed by Asian waste companies

Stakeholder engagement and social attitudes have an overarching
influence on the success of waste management systems. Besides
working closely with the government, companies must also
engage local residents, NGOs, the informal sector and other active
participants of the waste community. Private sector involvement
in waste is often faced with negative social perceptions such as
not-in-my-backyard (NIMBY) attitudes and resentment from the
informal sector, which have to be managed through an iterative
process of open dialogue, public audit of treatment facilities and a
commitment to community investment.

Asian waste companies lack comprehensive disclosure on
employee welfare indicators

The level of disclosure on health and safety standards, welfare
benefits and training programmes for employees is generally low
among the companies. Health and safety information is especially
critical. Statistics from several developed countries show that the
waste sector has a higher rate of injuries than the national average.
Capacity building programmes for workers are essential as well in
order to raise the productivity of the traditionally labour-intensive
and low-skills-based industry. Companies such as UEM Environment
and Sembcorp Environment (both unlisted subsidiaries) have taken
the lead in reporting on employee statistics.

Community investment and partnership strengthen long-
term sustainability of waste projects

Asian waste companies are active in seeking community
involvement but lack strategic community investment projects
which may help drive their revenues and secure their license to
operate. Common initiatives include promoting source segregation
of waste by households and educational campaigns on recycling.
Community investment and partnership is a long-term process full
of deliberation that must still be quick to adapt to changing local
conditions. Some non-listed waste companies have demonstrated
commendable effort through projects that involve the informal
sector and provide training and income for local people. Companies
can also tap into clean development mechanism (CDM) projects
to create social benefits that improve the lives of less advantaged
communities.



characteristic of corporate governance in the Asian waste

9 Limited disclosure and low board independence are
" sector

Many of the surveyed Asian waste companies do not provide
adequate information on board composition and committees.
Low board independence and the non-separation of the roles of
Chairman and CEO are common. As corporate governance reform
takes place across Asia in the wake of the global financial crisis,
the waste sector will benefit from stricter requirements on board
quality, financial control and audit procedures.

Government policies on renewable energy tariffs and
. infrastructure subsidies support private sector investment

Many preferential feed-in tariff policies for WTE projects exist in
Asia to encourage private investment. Additionally, companies can
access specially designated funds set up by national environmental
ministries and multilateral development agencies to reduce the cost
of infrastructure capital. One example is the economic stimulus
package by the Chinese government, which allocated up to 40
percent of the US$586 million budget to green infrastructure.
The Asian Development Bank (ADB) made its first private-sector
municipal solid waste project through a US$200 million loan facility
agreement with China Everbright for the development of WTE
plants in secondary cities in China.
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TERMS AND CONDITIONS
AND DISCLAIMER

Scope

These terms of use cover all Responsible Research publications including materials published electronically, via any Responsible
Research website or in the Asian Sustainability Rating and RepRisk emails sent by Responsible Research, as well as all hard copy
reports, briefings, scorecards and other publications, whether also provided via Responsible Research websites or not.
Disclaimer

While Responsible Research endeavours to ensure that the information in the Responsible Research Publications is correct,
Responsible Research will not be liable for any errors, inaccuracies or delays in content, or for any actions taken in reliance thereon.
Responsible Research may make changes to the material hosted on the Responsible Research websites at any time without notice.
Information hosted on the Responsible Research websites may be out of date, and Responsible Research makes no commitment
to update such material, though it will endeavour to do so to the extent that it is commercially practicable.

Responsible Research does not guarantee the accuracy of or endorse the views or opinions given by any third party content
provider. Though Responsible Research Publications may contain references and links to other publications and/or sources of
information, Responsible Research does not endorse or take responsibility for the content of such other publications and/or sources
- whether online or otherwise.

The information contained in the Responsible Research Publications is provided without any conditions, warranties or other terms
of any kind. Accordingly, and to the maximum extent permitted by law, the Responsible Research Publications are provided on the
basis that Responsible Research excludes all representations, warranties, conditions and other terms (including, without limitation,
the conditions implied by law of satisfactory quality, fitness for purpose and the use of reasonable care and skill) which but for this
legal notice might have effect in relation to this service.

Liability

Responsible Research excludes all liability and responsibility for any amount or kind of loss or damage that may result to users or
third parties (including without limitation, any direct, indirect, punitive or consequential loss or damages, or any loss of income,
profits, goodwill, data, contracts, use of money, or loss or damages arising from or connected in any way to business interruption,
and whether in tort (including without limitation negligence), contract or otherwise) in connection with the Responsible Research
Publications in any way or in connection with the use, inability to use or the results of use of the Responsible Research Publications,
any websites or sources linked to the Responsible Research Publications or the materials on such websites.

This exclusion of liability will include but not be limited to loss or damage due to viruses that may infect your computer equipment,
software, data or other property on account of your access to, use of, or browsing of the Responsible Research Publications or
your downloading of any material from the Responsible Research websites or any websites linked to the Responsible Research
Publications.

Redistribution

Except where detailed below, any republication or redistribution of the Responsible Research Publications or their content is
expressly prohibited without the prior written consent of Responsible Research.

Access

Where a company, individual or group of individuals (as indicated on the relevant contract and/or invoice) has paid a subscription
and/or fee in order to access any Responsible Research Publications, and unless otherwise indicated in writing by Responsible
Research, any username or password provided to that company, individual or group of individuals by Responsible Research is for
their sole and exclusive use and may not be shared with any other company, individual or group of individuals.

Where a company, individual or group of individuals has been granted free trial access to any Responsible Research Publications,
and unless indicated in writing by Responsible Research, any username or password provided to that company, individual or
groups of individuals by Responsible Research is for their sole and exclusive use and may not be shared with any other company,
individual or group of individuals

Use

All content of the Responsible Research Publications belongs to Responsible Research or its licensors. Responsible Research or
its licensors own all intellectual property rights (including copyright and database rights) in such content and any selection or
arrangement of such content.

Subscription

Where a company, individual or group of individuals has paid for a subscription to a Responsible Research Publication, that
company, individual or group of individuals (“Subscriber”) may use the material contained therein for their own internal business
processes and for internal training, communication and awareness-raising.

Subscribers may not incorporate any such content into any materials developed for external use without the written permission
of Responsible Research. Any internal or external materials prepared by Subscribers that incorporate Responsible Research
Publication content must clearly indicate Responsible Research as the source of that content.

Except as described above, you may not alter, reproduce, reprint, copy, sell, or otherwise transfer or use Responsible Research
Publication content without the express written permission of Responsible Research.

Trade marks

Unless otherwise agreed in writing with Responsible Research, nothing in these Terms of Use gives you a right to use any of
Responsible Research’s trade marks, trade names, logos, domain names, and other distinctive brand features.

Severability

If any provision of these Terms of Use is found to be contrary to law by a court of competent jurisdiction, such provision shall be
of no force or effect; but the remainder of these Terms of Use shall continue in full force and effect.

In certain cases, Responsible Research may apply alternative conditions of use on individual Subscribers (in a bespoke “Subscription
Agreements”). Where such a Subscription Agreement has been agreed in writing between Responsible Research and a Subscriber,
relevant provisions of the Subscription Agreement shall supersede individual provisions of these Terms of Use where they purport
to apply to the same or similar issues, rights and obligations. The remaining provisions of these Terms of Use that are left
unaffected by the provisions of the Subscription Agreement shall continue in full force and effect.

Governing Law and Jurisdiction

This legal notice shall be governed by and construed in accordance with Singapore law. Disputes arising in connection with this
legal notice shall be subject to the exclusive jurisdiction of the Singapore courts.

RESPONSIBLE
RESEARCH

ENVIRONMENT | SOCIAL | GOVERNANCE

Responsible Research Pte Ltd
Como House 4th Floor

6B Orange Grove Road
Singapore 258332

Research Centre
Blk 21, Woking Road
#01-01, one-north
Singapore 138699

Tel +65 9386 6664
Email info@responsibleresearch.com

DESIGN BY:

MARKT
DESIGNS

VISUAL COMMUNICATION

www.marktdesigns.com


www.marktdesigns.com
mailto:info@responsibleresearch.com

Responsible Research is an independent provider of sectoral
and thematic Asian environment, social and governance
(ESG) research, for global institutional investors.




