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Important Notice

This case study report was produced by the Asia-Pacific (APAC) Network of the Glasgow Financial Alliance
for Net Zero (GFANZ) with contributions from members of the sector-specific alliances comprising GFANZ.
This report aims to provide context for the APAC region on the various themes and components of the net-
zero transition plan (NZTP) set out in GFANZ's Recommendations and Guidance on Financial Institution
Net-zero Transition Plans (November 2022). For the avoidance of doubt, nothing expressed or implied in
the report is intended to prescribe a specific course of action. This report does not create legal relations

or legally enforceable obligations of any kind. Each GFANZ sector-specific alliance member unilaterally
determines whether, and the extent to which, it will adopt any of the potential courses of action described
in this report.

The information in this report does not purport to be comprehensive and does not render any form of
legal, tax, investment, accounting, financial, or other advice. The case studies in this report are made
available by individual members and have not been independently verified by any person. Nothing in this
report constitutes an offer or a solicitation of an offer to buy or sell any securities or financial instruments
and does not constitute investment advice or a recommendation by any person of an investment or
divestment strategy or whether or not to “buy,” “sell,” or “hold” any security or other financial instrument.

The report is for informational purposes only and the information contained herein was prepared as of the
date of publication.

No representation, warranty, assurance, or undertaking (express or implied) is or will be made, and no
responsibility or liability is or will be accepted by GFANZ, its secretariat, sector-specific alliance members,
or by any of their respective affiliates or any of their respective officers, employees, agents, or advisors
including without limitation in relation to the adequacy, accuracy, completeness, or reasonableness of this
report, or of any other information (whether written or oral), notice, or document supplied or otherwise
made available to any interested party or its advisors in connection with this report.

Members of the eight financial sector-specific net-zero alliances comprising GFANZ have signed up to
the ambitious commitments of their respective alliances and are not automatically expected to adopt the
principles and frameworks communicated within this report, although we expect all members to increase
their ambition over time, so long as it is consistent with members’ fiduciary and contractual duties and
applicable laws and regulations, including securities, banking, and antitrust laws.
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GFANZ would like to acknowledge and express our gratitude to the numerous GFANZ sector-specific
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Introduction and Asia-Pacific’s landscape
on net-zero transition planning

This GFANZ Asia-Pacific Network case-study
report builds on the inaugural June 2023 report
that reviewed how financial institutions in the
region were developing the components of

their net-zero transition plans. The case studies
featured in this report showcase practical
examples of transition planning advancing net-
zero commitments and the evolution of practices
across the region.

The case studies reference the November

2022 published report and framework on
Recommendations and Guidance on Financial
Institution Net-zero Transition Plans (“GFANZ

FI NZTP Framework”) which sets out ten
components across five themes. Specific
recommendations and guidance are provided for
each component.! The supplementary technical

review note on Scaling Transition Finance and Real

Economy Decarbonization which was launched in

December 2023 at COP 28 is also referenced.

The case studies aim to contextualize the themes,
components and recommendations in

in the GFANZ FI NZTP Framework (Figure 1).
Each case study provides a deep dive into how

a financial institution is approaching one of the
five themes, and together they demonstrate

how leading financial institutions are utilizing
their transition plans to accelerate financing

of the net-zero transition in Asia and globally.
Examples of the four key net-zero financing
strategies identified in the November 2022 report
— financing climate solutions, ‘aligned’ entities,
‘aligning’ entities and managed phaseout of high
emitting assets? are also included.

Figure 1: GFANZ financial institution net-zero transition plan framework: themes and components
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https://assets.bbhub.io/company/sites/63/2023/07/APAC-Case-Studies-on-Components-of-FI-NZTP.pdf
https://assets.bbhub.io/company/sites/63/2023/07/APAC-Case-Studies-on-Components-of-FI-NZTP.pdf
https://assets.bbhub.io/company/sites/63/2023/07/APAC-Case-Studies-on-Components-of-FI-NZTP.pdf
https://assets.bbhub.io/company/sites/63/2022/09/Recommendations-and-Guidance-on-Financial-Institution-Net-zero-Transition-Plans-November-2022.pdf
https://assets.bbhub.io/company/sites/63/2022/09/Recommendations-and-Guidance-on-Financial-Institution-Net-zero-Transition-Plans-November-2022.pdf
https://assets.bbhub.io/company/sites/63/2023/11/Transition-Finance-and-Real-Economy-Decarbonization-December-2023.pdf
https://assets.bbhub.io/company/sites/63/2023/11/Transition-Finance-and-Real-Economy-Decarbonization-December-2023.pdf
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INCREASING REGULATORY FOCUS ON
DISCLOSURE, TRANSITION PLANS AND
TRANSITION FINANCE

Globally and in Asia, the last few years have seen
increasingly strong regulatory support for the
development and disclosure of transition plans in
alignment with globally recognized frameworks,
alongside greater engagement surrounding
transition finance. As work on regulatory and
supervisory approaches to climate-related risks
evolves, the role of transition plans for both
financial institutions and real-economy corporates
is not only viewed as a practical tool to enable an
orderly transition?, but also a potentially useful
source of information for financial authorities to
assess micro and macroprudential risks.

In 2022, the G20 Sustainable Finance Working
Group published a Transition Finance framework*
that provides five categories of high-level
principles to guide transitional activities and
investments, of which a number encourage
transition planning. At the 2023 G7 Summit in
Hiroshima, leaders also called on the private sector
to set and implement credible transition plans in
line with the Paris Agreement and emphasized
the significant role of transition finance in
advancing a whole-of-economy decarbonization
— avoiding locking in carbon and being based

on effective emission reductions.® International

bodies such as the Financial Stability Board (FSB),
the Network on Greening the Financial System
(NGFS) and the Basel Committee on Banking
Supervision (BCBS) are undertaking their own
efforts to consider the role transition plans play

in micro and macroprudential risk assessment.
The International Sustainability Standards Board
(ISSB)’s climate disclosure standard® requires firms
to disclose a transition plan if they have one. ISSB
have announced they will consider developing
globally applicable guidance for transition plan
disclosures.”

Across the Asia-Pacific, governments have also
been publishing taxonomies, mandatory climate-
reporting disclosure requirements, guidance on
transition planning and related policy documents.
A number of these, including the Hong Kong
Monetary Authority (HKMA)’s published circular
on transition planning®, reference the GFANZ
voluntary FI NZTP Framework. Sustainability
disclosure guidance that includes or references
transition planning is also being consulted on by
governments / regulators in major economies
such as China and India. Figure 2 provides a non-
exhaustive summary of markets across the Asia-
Pacific that have introduced, or are consulting on,
policy, guidance and / or regulation on reporting
frameworks, disclosure, transition finance and
transition planning.

3 GFANZ uses the term “orderly transition” to refer to a net-zero transition in which both private sector action and public policy
changes are early and ambitious, thereby limiting economic disruption related to the transition (e.g., mismatch between renewable
energy supply and energy demand). For reference, the Network for Greening the Financial System (NGFS), which develops climate
scenarios used by regulators and others, defines “orderly scenarios” as those with “early, ambitious action to a net-zero GHG
emissions economy,” as opposed to disorderly scenarios (with “action that is late, disruptive, sudden and / or unanticipated”). In an
orderly transition, both physical climate risks and transition risks are minimized relative to disorderly transitions or scenarios where
planned emissions reductions are not achieved. This explanation applies to all mentions of the term “orderly transition” in this

document.

G20 Transition Finance Framework (2022).

G7 Hiroshima Leaders’ Communique, May 2023.
IFRS S2 Climate-related Disclosures, June 2023.

ISSB, ISSB delivers further harmonisation of the sustainability disclosure landscape as it embarks on new work plan, June 2024.

00 N O U N

HKMA Planning For a Net Zero Transition_circular (2023).


https://g20sfwg.org/wp-content/uploads/2023/12/TFF-2-pager-digital.pdf
https://www.mofa.go.jp/policy/economy/summit/hiroshima23/documents/pdf/Leaders_Communique_01_en.pdf?v20231006
https://www.ifrs.org/issued-standards/ifrs-sustainability-standards-navigator/ifrs-s2-climate-related-disclosures/#about
https://www.ifrs.org/news-and-events/news/2024/06/issb-delivers-further-harmonisation-of-the-sustainability-disclosure-landscape-new-work-plan/
https://www.hkma.gov.hk/media/eng/doc/key-information/guidelines-and-circular/2023/20230829e1.pdf
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Figure 2: Regulatory support for transition finance and transition planning across Asia

Region / Key Regulatory Developments Status of Issuance
Market
ASEAN ¢ ASEAN Taxonomy Board: ASEAN Taxonomy for Sustainable Voluntary
Finance (v3) — Apr 2024
Australia ¢ Australian Treasury: Climate-related financial disclosure To be announced

consultation paper (Jun 2023), Sustainable Finance Strategy
Consultation Paper —Nov 2023

¢ Net Zero Economy Authority Bill (NZEA) 2024: New independent
statutory authority (Net Zero Authority) established to promote
orderly and positive economic transformation

China ¢ EU-China Common Ground Taxonomy - Nov 2021 Sustainability
¢ National Development and Reform Commission (NDRC): Guidance reporting guidelines
Catalogue (Taxonomy) for Green and Low-Carbon Transition mandatory for listed
Industry (2024 edition) - Feb 2024 companies.

¢ People’s Bank of China (PBOC): Transition Taxonomy that will align
with G20 Transition Finance Framework - upcoming, announced in
2022

¢ Beijing Stock Exchange (BSE), Shanghai Stock Exchange (SSE),
Shenzhen Stock Exchange (SZSE) publish draft guidelines on
sustainability reporting — Feb 2024

Hong Kong ¢ Hong Kong Monetary Authority (HKMA): Circular on Planning for a  Climate disclosures
Net Zero Transition — Aug 2023 - mandatory.
¢ Hong Kong Exchange (HKEX): ISSB disclosures from 2025 - Apr
2024
India ¢ Reserve Bank of India (RBI): Draft Disclosure Framework on Mandatory for
Climate-related Financial Risks — Feb 2024 ‘Regulated Entities’.
Indonesia ¢ Financial Services Authority (OJK): Taxonomy for Indonesian Voluntary
Sustainable Finance (TKBI) — updated Feb 2024
Japan ¢ Ministry of Economy, Trade and Industry (METI): Basic Guidelines Climate disclosures
on Climate Transition Finance — May 2021 - mandatory for
¢ Sustainability Standards Board of Japan (led by Financial Services large entities from
Agency): three Exposure Drafts of Sustainability Disclosure 2027.
Standards (ISSB-aligned) - Mar 2024
Malaysia ¢ Bank Negara Malaysia (BNM): Guidance on Transition Planning — To be announced

under development, announced Oct 2023
¢ Securities Commission (SC): Consultation on mandatory adoption
of ISSB standards - Feb 2024

New Zealand ¢ Reserve Bank of New Zealand: Guidance on managing climate- Voluntary
related risks — Mar 2024

Singapore ¢ Monetary Authority of Singapore (MAS): Guidelines for Financial Climate disclosures
Institutions on Transition Planning (Consultation) — Oct 2023 - mandatory.
¢ Accounting and Corporate Regulatory Authority (ACRA) and
Singapore Exchange Regulation (SGX RegCo) introduce mandatory
climate-related disclosures in a phased approach — Feb 2024

South Korea ¢ Ministry of Environment: Korean Green Taxonomy - Dec 2021 Climate disclosures
¢ Financial Services Commission (FSC): ISSB-aligned ESG disclosures - mandatory for
for listed entities from 2026 - Feb 2024 large entities from
2026.
Thailand ¢ Bank of Thailand (BOT): Thailand Taxonomy — Jun 2023 Voluntary

Source: Various policy documents


https://www.theacmf.org/images/downloads/pdf/ASEAN-Taxonomy-Version-3.pdf
https://www.theacmf.org/images/downloads/pdf/ASEAN-Taxonomy-Version-3.pdf
https://treasury.gov.au/sites/default/files/2023-06/c2023-402245.pdf
https://treasury.gov.au/sites/default/files/2023-06/c2023-402245.pdf
https://treasury.gov.au/sites/default/files/2023-11/c2023-456756.pdf
https://treasury.gov.au/sites/default/files/2023-11/c2023-456756.pdf
https://www.pmc.gov.au/news/net-zero-economy-authority-bill-introduced
https://finance.ec.europa.eu/system/files/2021-12/211104-ipsf-common-ground-taxonomy-instruction-report-2021_en.pdf
https://www.ndrc.gov.cn/xxgk/zcfb/tz/202402/t20240229_1364291_ext.html
https://www.ndrc.gov.cn/xxgk/zcfb/tz/202402/t20240229_1364291_ext.html
https://www.ndrc.gov.cn/xxgk/zcfb/tz/202402/t20240229_1364291_ext.html
https://www.hkgreenfinance.org/opening-remarks-by-dr-ma-jun-chairman-and-president-of-hkgfa-at-hkgfa-sixth-annual-forum/
https://www.sse.com.cn/aboutus/mediacenter/hotandd/c/c_20240208_5735532.shtml
https://www.sse.com.cn/aboutus/mediacenter/hotandd/c/c_20240208_5735532.shtml
https://www.hkma.gov.hk/media/eng/doc/key-information/guidelines-and-circular/2023/20230829e1.pdf
https://www.hkma.gov.hk/media/eng/doc/key-information/guidelines-and-circular/2023/20230829e1.pdf
https://www.hkex.com.hk/News/Regulatory-Announcements/2024/240419news?sc_lang=en
https://www.rbi.org.in/Scripts/bs_viewcontent.aspx?Id=4393
https://www.rbi.org.in/Scripts/bs_viewcontent.aspx?Id=4393
https://www.ojk.go.id/keuanganberkelanjutan/en/newsmedia/detailpressconference/3373/indonesian-taxonomy-for-sustainable-finance
https://www.ojk.go.id/keuanganberkelanjutan/en/newsmedia/detailpressconference/3373/indonesian-taxonomy-for-sustainable-finance
https://www.meti.go.jp/press/2021/05/20210507001/20210507001-3.pdf
https://www.meti.go.jp/press/2021/05/20210507001/20210507001-3.pdf
https://www.ssb-j.jp/en/exposure_drafts/y2024/2024-0329.html
https://www.ssb-j.jp/en/exposure_drafts/y2024/2024-0329.html
https://greencentralbanking.com/2023/10/31/malaysia-expects-half-of-financing-to-support-green-policies-by-2026/
https://www.sc.com.my/resources/media/media-release/acsr-invites-public-feedback-on-proposed-use-of-issb-standards-in-malaysia
https://www.sc.com.my/resources/media/media-release/acsr-invites-public-feedback-on-proposed-use-of-issb-standards-in-malaysia
https://www.rbnz.govt.nz/-/media/project/sites/rbnz/files/regulation-and-supervision/climate/guidance-managing-climate-related-risks.pdf
https://www.rbnz.govt.nz/-/media/project/sites/rbnz/files/regulation-and-supervision/climate/guidance-managing-climate-related-risks.pdf
https://www.mas.gov.sg/news/media-releases/2023/mas-proposes-guidelines-for-financial-institutions-on-transition-planning
https://www.mas.gov.sg/news/media-releases/2023/mas-proposes-guidelines-for-financial-institutions-on-transition-planning
https://links.sgx.com/FileOpen/Joint Media Release ACRA-SGX RegCo on Mandatory Climate-related Disclosure_FINAL.ashx?App=Announcement&FileID=790226
https://links.sgx.com/FileOpen/Joint Media Release ACRA-SGX RegCo on Mandatory Climate-related Disclosure_FINAL.ashx?App=Announcement&FileID=790226
https://www.korea.net/Government/Briefing-Room/Press-Releases/view?articleId=1568510&insttCode=A260112&type=N
https://www.fsc.go.kr/eng/pr010101/81707
https://www.fsc.go.kr/eng/pr010101/81707
https://www.bot.or.th/en/financial-innovation/sustainable-finance/green/Thailand-Taxonomy.html
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CATALYZING CLIMATE AMBITION INTO
STRATEGIC ACTION

The direction of travel on policy is clear, and
financial institutions have been responding

to the changing regulatory landscape. Asian
financial institutions are making progress in their
Climate Mitigation Journey?® across reporting

and disclosure efforts as well as moving on to
transition planning — typically starting with a
specific theme (e.g. Metrics and Targets) and
advancing toward publishing comprehensive
end-to-end transition plans that set out how a
financial institution intends to achieve its net-zero
commitments. GFANZ’s pan-sector voluntary

FI NZTP Framework, alongside other tools and
guidance have been used by financial institutions
to help structure and implement their individual
transition plans. Hundreds of financial institutions
are expected to have developed transition plans,
or components of transition plans, by the end

of 2024. Referring to practitioner-led common
frameworks can support the development of
comparable and comprehensive transition plans,
enabling key stakeholders, such as investors, to
make use of this consistency in approach to aid
their evaluation of a firm’s net-zero efforts; while
encouraging policymakers to support a globally
consistent approach to considering policy around
net-zero transition planning and disclosures.

Beyond viewing the net-zero transition planning
process as a strategic organization-wide
transformation and risk management tool,
financial institutions have begun reaping broader
benefits from the process, including: utilizing
their transition plan as a key communication tool
with internal and external stakeholders; achieving
internal alignment and consensus on net-zero
topics; bolstering investor and market confidence
in the firm’s commitment; and thus improving
access to capital, and more. These and other
benefits are detailed in the report.

The case studies also consider the broad and
complex challenges that remain, including data
availability, lack of region-and sector-specific
pathways, nascent technologies and a continued
need for increased regulatory clarity. While
these issues continue to be addressed at global
and regional levels, the snapshots provided by
Asia-Pacific financial institutions in these case
studies demonstrate their efforts and progress
in developing net-zero strategies to ultimately
support real economy decarbonization.

9 A UNEP Fl-created framework that constitutes an end-to-end view of the capabilities financial institutions need to develop to align

themselves with a 1.5 degree C trajectory.


https://www.unepfi.org/industries/banking/climate-mitigation-journey/
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HOW TO READ AND UTILIZE THIS REPORT

It is useful to note that the financial institutions
providing case studies in this report are at different
stages of their net-zero transition planning
journey, and that transition plans will need to be
consistently updated over time. Although each
case study primarily focuses on one component
within a theme as set out in the GFANZ
framework, they touch on other components
across the remaining themes. Tags have been
used to demonstrate the interlinkages and
interplay between different parts of each financial
institution’s individual net-zero transition plan.

Through the contributions of financial institutions

to this report, practical lessons learned include:

e Starting early is key to building up capacity
to adapt to regulatory changes. Transition
planning is an iterative and organization-wide
process that takes time. Financial institutions
can start with and build on existing work and
capabilities, with the vision to attain the full
suite of capabilities needed to stay ahead of the
curve.

¢ Learning through knowledge sharing and peer-
to-peer exchanges (e.g. voluntary participation
in GFANZ organized roundtables or external
events) has been frequently cited by financial

institutions as helpful in understanding how
other participants in the financial and real
economy sectors are implementing their own
net-zero commitments and building internal
understanding and capacity.

¢ Reviewing the transition plan regularly, in
line with evolving global developments and
the business landscape, to ensure continued
relevance given the changing policy landscape
at global and regional levels.

¢ Taking a localized approach to global plans.
Transition plans for global financial institutions
will require implementation strategies which
retain clear ambition while considering
the unique circumstances of the financial
institution’s local and regional markets of
operation.

References:

Figure 3 presents an overview of the NZTP
framework and recommendations that financial
institutions could implement as they develop their
net-zero transition plans.

Figure 4 illustrates the four key financing
strategies included in the GFANZ FI NZTP
Framework.
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Figure 3: Summary of recommendations from the GFANZ FI NZTP Framework

Foundations

1. Objectives and priorities

Define the organization’s objectives to reach net zero by 2050 or sooner, in line with science-
based pathways to limit warming to 1.5 degrees C, stating clearly defined and measurable
interim and long-term targets and strategic timelines, and identify the priority financing
strategies of net-zero transition action to enable real-economy emissions reduction.

Implementation
Strategy

1. Products and services

Use existing and new products and services to support and increase clients’ and portfolio
companies’ efforts to transition in line with 1.5 degrees C net-zero pathways. Include
accelerating and scaling the net-zero transition in the real economy, providing transition-
related education and advice, and supporting portfolio decarbonization in accordance with the
institution’s net-zero transition strategy.

2. Activities and decision-making

Embed the financial institution’s net-zero objectives and priorities in its core evaluation and
decision-making tools and processes to support its net-zero commitment. This applies to both
top-down/oversight structures and bottom-up tools and actions.

3. Policies and conditions

Establish and apply policies and conditions on priority sectors and activities, such as thermal
coal, oil and gas, and deforestation. Include other sectors and activities that are high-emitting,
or otherwise harmful to the climate, to define business boundaries in line with the institution’s
net-zero objectives and priorities.

Engagement
Strategy

1. Engagement with clients and portfolio companies

Proactively and constructively provide feedback and support to clients and portfolio companies
to encourage net zero-aligned transition strategies, plans, and progress with an escalation
framework with consequences when engagement is ineffective.

2. Engagement with industry

Proactively engage with peers in the industry to 1) as appropriate, exchange transition expertise
and collectively work on common challenges and 2) represent the financial sector’s views
cohesively to external stakeholders, such as clients and governments.

3. Engagement with government and public sector

Direct and indirect lobbying and public-sector engagement should, in a consistent manner,
support an orderly transition to net zero, and as appropriate, encourage consistency of clients’
and portfolio companies’ lobbying and advocacy efforts with the institution’s own net-zero
objectives.

Metrics and
Targets

1. Metrics and targets

Establish a suite of metrics and targets to drive execution of the net-zero transition plan and
monitor progress of results in the near, medium, and long term. Include metrics and targets
focused on aligning financial activity in support of the real-economy net-zero transition; on
executing the transition plan; and on measuring changes in client and portfolio GHG emissions.

Governance

1. Roles, responsibilities, and remuneration

Define roles for the Board or strategy oversight body and senior management ensuring they
have ownership, oversight, and responsibility for the net-zero targets. Assign appropriate
individuals and teams to all aspects of both design and delivery of the transition plan. Use
remuneration incentives for all roles, where possible. Review the transition plan regularly

to ensure material updates/developments are incorporated; challenges are reviewed as an
opportunity to correct course; and implementation risks are properly managed.

2. Skills and culture

Provide training and development support to the teams and individuals designing,
implementing, and overseeing the plan so that they have sufficient skills and knowledge to
perform their roles (including at the Board and senior management level). Implement a change
management program and foster open communications to embed the net-zero transition plan
into the organization’s culture and practices.

10
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Figure 4: Four key financing strategies
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Foundations

Component: Objectives and Priorities — Dai-Ichi Life Group

Example 1: Dai-ichi Life Group - Clear and measurable objectives and priorities advance transition

implementation
Sub-sector: Asset Owner

Objectives and priorities

Recommendation:; Define the organization’s
objectives to reach net zero by 2050 or sooner,
in line with science-based pathways to limit
warming to 1.5 degrees C, stating clearly defined
and measurable interim and long-term targets
and strategic timelines, and identify the priority
financing strategies of net-zero transition action
to enable real economy emissions reduction.

The Dai-ichi Life Group (Dai-ichi Life) was
established in 1902 as Japan’s first mutual life
insurance company and currently operates as a
global network across 10 countries in Asia-Pacific
and North America. In March 2021, Dai-ichi Life
became the first Japanese asset owner to join
the Net Zero Asset Owner Alliance (NZAOA)
where it announced its commitment to net-zero
greenhouse gas (GHG) emissions by 2050, which
it had been working on since 2018.

The commitment to apply best practices on
climate change as a member of the global financial
sector was further reinforced by its participation
in the GFANZ Principals Group in 2021. Following
publication of the GFANZ FI NZTP framework,
Dai-ichi Life advanced its efforts with its inaugural
net-zero transition plan (NZTP) published in
September 2023 (Figure 5). As recommended

in the GFANZ FI NZTP voluntary framework,
Dai-ichi Life’s NZTP comprises foundations,
implementation and engagement strategies,
metrics and targets, and governance. The plan

is the result of collaboration between various
teams within the organization, including the
Sustainability Unit (acting as central coordinator),
Investment Department, Corporate Services Unit,
and Research team.



https://www.dai-ichi-life-hd.com/en/sustainability/environment/pdf/nztransitionplan_001.pdf
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Figure 5: Dai-Ichi Life’s inaugural Net Zero Transition Plan
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Transition plan: Oversight: CSuO”, Administration: Corporate Planning Unit,
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Building awareness among Group officers and employees

* Chief Sustainability Officer
Source: Dai-Ichi Life Net Zero Transition Plan (2023)

The clear objectives and emission reduction in the process of developing its plan, Dai-ichi
targets included in its NZTP has enabled Dai- Life also decided to expand the asset classes
ichi Life to effectively communicate its transition covered by its emission reduction targets to
approach with internal and external stakeholders, include enterprise loans. The Group’s annual

as well as engage more productively with review of its NZTP will help maintain stakeholder
portfolio companies. Beyond utilizing the plan to accountability by assessing its progress in
strengthen engagement and raise expectations priority areas, and advancing its net-zero efforts

with the top 50 emitters in its investment portfolio, accordingly.

13
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CORPORATE ROLES GUIDE OBJECTIVES AND PRIORITIES

To effectively set and scope key objectives and
priorities, Dai-ichi Life took the approach of first
identifying and defining its three roles: operating
company (insurance company), institutional
investor, and NZAOA member. Specific objectives
and priorities, and corresponding targets

and strategies were then identified for each

role. Progress toward Dai-ichi Life’s 2050 net-
zero target is guided by interim targets for its
investment portfolio (Scope 3 Category 15
emissions) and for its own business (Scope 1 and 2
emissions).

* As a global operating company, Dai-ichi Life Holdings views the reduction of GHG emissions from
its operations as essential, with its transition plan providing a roadmap to achieve net-zero.

* As an institutional investor managing diversified asset classes, Dai-ichi Life recognizes the crucial
role of its investments in achieving a sustainable society. To achieve net-zero targets, transition
planning provides disclosure of key strategies and activities, and encourages GHG emission
reductions with investees. The following interim metrics and targets have been set (with progress

measured):

° Scope 3 Category 15: 25% and 50% GHG emissions reduction by FY 2025 and FY 2030
respectively (from 2020 baseline), in alignment with NZAOA guidelines (16% reduction achieved

in 2022™)

JPY 2.5 trillion of environment / climate solution investments and loans (cumulative)? by

FY2030 (approximately JPY 1.2 trillion achieved in FY2023)
° 2.4 million tons (CO2e) of avoided emissions by FY2026 (recorded 1.83 million tons CO2e in

FY2023™)

° Engagement with investment portfolio’s top 50 high emitters (exceeded target by engaging
with top 55 emitters in 2022 (estimated portfolio coverage of 72%)), in alignment with 2030
sectoral targets that reference the IEA NZE / APS scenario.”

« As a member of the NZAOA, Dai-ichi Life recognizes its mission to take a leadership role and
contribute to the financial sector addressing climate change issues. Developing its NZTP in line with

GFANZ voluntary guidance promotes global consistency and action across the financial sector.

Balancing feasibility and ambition

Dai-ichi Life’s core transition objectives and
priorities are the result of extensive internal
discussion between management and working
teams about balancing feasibility and ambition.
To best harness its NZTP as a meaningful

tool for engaging external stakeholders and
communicating the company’s ambitions and
strategy, the decision made was to present goals
that are more ambitious than conservative, in Dai-
ichi Life’s estimation.

10 Based on PCAF standards.
11 Actual results on an absolute volume basis in FY2022.
12 Defined on p.16.

This development process created value by
strengthening internal alignment and coordination
around net-zero objectives. At the same time,

the company endorses a flexible approach to

its plan, recognizing the benefit of realignment
and refinement based on consultation with key
stakeholders. The annual review process has been
structured to allow Dai-ichi Life to react swiftly,
and course correct as necessary.

13 Avoided emissions per the PCAF’s methodology, covering Dai-Ichi’s environment/climate solution investment and loans.
14 185 ~ 255 g/kWh for the electricity sector, 16% emission reduction from 2020 baseline for the steel sector.
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Roles,
Responsibilities Clients and
and Engagement i
| . Portfolio
Governance Remuneration, Strategy Companies
Skills and
Culture

Investing in internal and external stakeholders
Recognizing climate governance to be critical to
achieving its net-zero objectives and priorities,
Dai-ichi Life has also prioritized a strong
governance structure to address climate change
and has invested in building awareness among
Group executives and employees.

In 2021, Dai-Ichi Life established its Group
Sustainability Committee to formulate policies
and actions in response to climate change,
including transition planning and monitoring

of progress against the plan. The committee
reports directly to the Board of Directors and

is chaired by the Chief Sustainability Officer (a
position established in 2023), and managed by the
Sustainability Unit which is tasked with policy and
strategy formulation. To incentivize management,
sustainability-related indicators, including the
Group’s progress on emission reduction, have
been included in executive compensation.

Dai-ichi Life is also building awareness

and capacity across its global network of
approximately 60,000 employees to ensure
sustainability is embedded in every role. Role-
specific environmental-related training and sharing
of sustainability initiatives at annual town hall
meetings enhance employees’ climate awareness
and commitment across the Group. Further efforts
have been set to bring together leaders from
foreign offices and the central Sustainability Unit
to share knowledge and collaboratively address
global developments.

Dai-ichi Life has also identified priority areas to
dedicate resources to in relation to its institutional
investor role. These include: requiring disclosure
of supporting data on avoided emissions from
investee companies; enhancing the effectiveness
of investee engagement by considering the nature
and characteristics of the companies; assessing
the relative merits of direct or collaborative
engagement’; and sustained engagement to
ensure progress in decarbonization. Examples of
the engagement process are detailed in Figure 6.
A collaborative approach is taken with industry
and investees, as well as GFANZ and other external
initiatives, to promote the disclosure of transition
plans and increased transparency in corporate
reporting.

Figure 6: Dai-Ichi Life’s engagement process with investee companies
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Source: Dai-Ichi Life Net Zero Transition Plan (2023)

B Continue to request roadmap
formulation and disclosure.

Endorsed the TCFD but did
not set specific reduction
targets or disclose a roadmap
for a while after that.
Recently disclosed GHG
reduction targets.

company's

climate change
Tesponse as  a
decision criteria.

M Follow up on GHG reduction
initiatives, including
transforming the medium to
long-term business portfolio.

15 Refers to group-based investor engagement initiatives that are targeted at advocating for specific outcomes with real-economy

companies.
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FOUNDATIONS DRIVE TRANSITION AND CLIMATE SOLUTIONS FINANCING

Products

and Services,
Policies and
Conditions,
Activities and
Decision Making

Implementation

Strategy

Dai-ichi Life’s motto of “pursuing the well-

being of current & future generations, realizing

a sustainable society, and achieving sustainable
business growth” is directly connected to its
transition plan implementation. Its implementation
strategy prioritizes: 1) expanding the scope of
assets covered by its emission reduction targets
and analysis, and 2) supporting the transition

to a decarbonized society and the creation of
environmental innovation through its investments.

In September 2022, the Dai-ichi Life Policy on
Transition Finance was developed from its Basic
Policy on Responsible Investment. Key principles
include:

(1) Choosing to take investment actions that
prioritize the realization of long-term carbon
neutrality' for society as a whole;

(2) Independently examining the validity and
feasibility of companies’ transition strategies
when making investment decisions to ensure
investment returns while aligning with key
transition finance guidelines;

(3) Continuously reviewing the criteria used in
examining companies’ transition strategies,
including taking into account external
developments such as technological
innovation; and

(4) Facilitating improvements in companies’
transition strategies and initiatives through
engagement, following thorough analysis of
their performance.

Dai-ichi Life’s transition finance is targeted at
high-emitting industries and the policy identifies
specific considerations to be included in the
investment decision process. Negative screening is
also conducted as part of the process, to exclude
prohibited sectors or projects from Dai-ichi Life’s
financing. In particular, new thermal power plant
projects that use fossil fuels and coal mining
projects are excluded. The policy scope’ will be
reviewed based on evolving social conditions and

other factors in Japan and internationally.

Internal standards have also been set for labelled
transition finance instruments (e.g. transition
bonds and loans) to further guide Dai-ichi Life in
its investment decisions. These standards require
issuers’ net-zero strategy and use of proceeds to
align with international standards, in addition to
third party verification. Dai-ichi Life’s Sustainable
Finance Frameworks were also launched in
January 2024 covering six corporate loan product
types (Transition, Green, Social, Sustainability,
Sustainability-Linked and Positive Impact)®. They
detail approaches to determining borrowers’
eligibility for financing, and key standards and
guidelines used.

In pursuing environment / climate solution
investments and loans (defined in Figure 7), Dai-
ichi Life is actively exploring new and impactful
opportunities that contribute to resolving climate
change. For example, the company recently
invested JPY 1.5 billion in a Japanese venture
fund focused on startups that have business
models or technologies to spur decarbonization.
One of the fund investees, Sharing Energy, sets
up decentralized sources of renewable energy
and provides third-party ownership services

for residential power solar systems - enabling
residents to tap on their solar power system
without paying initial costs and maintenance
expenses.

Figure 7: How Dai-Ichi Life defines climate
solution investments and loans

Investments and »  Green bond and/or loan

loans in alignment « Transition bond and/or loan

with international » Transition-linked bond and/

standards or loan

Projects ¢ Investments and loans for
renewable energy related
infrastructure (e.g. renewable
energy power plant projects)

Real estate * Investments and loans for
green buildings

Funds * Funds to be invested in

renewable energy related
infrastructure

16 “Carbon Neutrality” is used interchangeably with “Net Zero” in Japan. Japan’s Ministry of Economy, Trade and Industry (METI) has

publicly confirmed this.

17 Excludes transportation and storage of fossil fuels. Investments in LNG and new technologies such as CCS and CCUS are reviewed
on a case-by-case basis, in line with internationally recognized scenarios.
18 News release on Dai-Ichi Life’s Sustainable Finance Frameworks, January 2024.


https://www.enecho.meti.go.jp/en/category/special/article/detail_167.html
https://www.dai-ichi-life.co.jp/english/news_release/2023/pdf/index_011.pdf
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Implementation Strategy

Component: Activities and Decision Making — DBS

Example 2: DBS - Use of Artificial Intelligence (Al) to enhance the climate and ESG risk assessment

process
Sub-sector: Banking

Activities and Decision Making
Recommendation: Embed the financial
institution’s net-zero objectives and priorities
in its core evaluation and decision-making
tools and processes to support its net-zero
commitment. This applies to both top-down /
oversight structures and bottom-up tools and
actions.

DBS is a leading financial services group in

Asia, headquartered and listed in Singapore. It
has presence in 19 markets and is active in the
three key Asian axes of growth: Greater China,
Southeast Asia and South Asia. It offers a full
range of services in consumer banking, wealth
management, and institutional banking, creating
differentiated customer solutions by leveraging
digital technology.

As a purpose-driven bank, DBS was the first
Singaporean bank to join the Net Zero Banking
Alliance (NZBA) in 2021. This decision was
made to demonstrate its commitment to

key stakeholders and to align its lending and
investment portfolio to net-zero emissions by
2050. Being part of the NZBA community also

offers the opportunity to shape industry guidelines
and best practices, in collaboration with other net
zero-aligned peers.

DBS supports a fair and just transition across

its markets. It believes that climate action
presents both risk management and commercial
opportunities, beyond being a societal
responsibility. In 2022, DBS announced its
net-zero commitments and science-informed
decarbonization targets (Scope 3 financed
emissions inclusive) across seven sectors and
data coverage targets for two sectors. These
sectors are significant contributors to global GHG
emissions, and account for a material portion of
the bank’s emissions covering both corporate
financing and capital market activities. Together,
the 2030 interim and 2050 net-zero targets guide
its lending and financing efforts for an economy-
wide transformation. DBS Sustainability Reports
and its inaugural Our Path to Net Zero report
encapsulate its net-zero transition plan and cover
governance, strategy, risk management and
metrics and targets, in line with the Task Force
on Climate-Related Financial Disclosures (TCFD)
voluntary recommendations.



https://www.dbs.com/sustainability/reports-and-disclosures/sustainability-report
https://www.dbs.com.sg/documents/1038650/382494047/Our+path+to+net+zero+full+report.pdf/14a2f05d-8fb9-7097-d463-6148a3bd8667?t=1663025537770
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LEVERAGING ARTIFICIAL INTELLIGENCE FOR ENHANCED ESG RISK ASSESSMENTS

Clients and
Engagement Portfolio
Strategy Companies

A key driver of DBS’ climate strategy is its
approach to client engagement, which is
supported by the integration of climate
considerations into its sectoral strategies and
processes. DBS has accumulated a decade of
experience leveraging Artificial Intelligence (Al)
approaches to enhance customer experiences,
improve operational efficiency and drive
innovation. As such, the bank views Generative
Al (Gen AD™ as a revolutionary tool for efficiently
processing vast amounts of unstructured data

to identify key patterns, trends and insights

to optimize data-driven decision making, and
managing broader climate and transition-related
risks.

In early experiments with Gen Al, DBS had come
up with over 240 ideas. This led to the scaling
of more than 15 meaningful use cases across the
bank, since early 2023. One such use case was
its inclusion in the bank’s ESG risk management
approach to generate responses to selected
guestions in the bank’s ESG Risk Questionnaires
(ERQ). The overall ESG risk assessment process
for all new credit applications, annual credit
reviews and in cases where there are negative
ESG news or reports around specific clients has
also been enhanced (Figure 8).

Figure 8: DBS’ enhanced ESG risk assessment process (excluding the credit approval process)
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Source: DBS

The ERQ is a key first step to assess clients on their

commitment and ability to manage ESG issues
and climate-related risks associated with their
operations, which helps DBS evaluate whether
a client’s business activities could trigger credit
or reputational risks. ERQ information provides
critical insights into a client’s alignment with

DBS’ own net-zero commitments. Data collected
from the ERQ also enables relationship managers
to better understand client transition planning
and sustainability efforts, to develop targeted
engagement strategies, as well as financing and
facilitation opportunities that support clients’
transition to a lower-carbon business.

19 A field that focuses on creating new data similar to an inputted dataset and can be used across a variety of domains including text
synthesis, art generation and audio-video creation. Gen Al models, such as the generative pre-trained transformer (GPT), can be

leveraged and fine-tuned for generative tasks and has the potential to automate tasks, offer creativity and improve decision-making

processes.
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DBS’ Gen Al pilot focused on generating
responses to selected questions within the ERQ
that cover topics including net-zero alignment,
transition strategy, climate-related physical and
transition risks, governance, and disclosure.

To ensure appropriate source material, the
responses and justifications are derived from
relevant documents and disclosure uploaded

by the relationship managers (Figure 9). Gen

Al's suggested responses and justifications are
embedded within the ERQ tool to provide easy
review by the relationship managers to support the
broader due diligence process. DBS’ institutional
banking and risk management teams, with the aid
of Al-generated inputs, remain responsible for ESG
risk assessments and related decision making.

Figure 9: Integrated Gen Al assists relationship managers in the ESG risk assessment process
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Uploads ESG-related
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Source: DBS

DBS has also embedded a Gen Al chatbot within
the ERQ platform, providing an interactive virtual

assistant that facilitates human-like conversations.

This allows relationship managers to clarify

any ambiguity from the generated insights, or
prompt further queries for additional ESG-related
information.

To ensure the reliability of the Gen Al model

for the enhanced ESG risk assessment process,
DBS sustainability teams made extensive efforts
to validate the generated responses during the
pilot phase. Using their deep domain knowledge,
the teams meticulously reviewed the model’s
assessments against predefined criteria and
benchmarks, as well as cross checking against
content in the uploaded documents. Ongoing
feedback from relationship managers is also used
to iteratively enhance the pre-defined Gen Al
prompts. DBS found that having a focused set of
guestions to test and optimize the Gen Al model
has been a key success factor for the pilot.
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Using the Gen Al pilot to accelerate the
completion of the enhanced ERQ will allow

DBS to mitigate and manage key ESG risks,

while increasing employee productivity through
reducing time taken for document review. It also
frees up the bandwidth of relationship managers
to focus on engaging and uncovering new
opportunities for DBS to provide transition finance
support.

Early positive feedback strongly indicates Gen Al
is meeting intended objectives. DBS concurrently
continues to conduct training and capacity
building sessions on various sustainable finance
topics and industry-specific climate-related trends
and issues to ensure relationship managers and
credit risk managers are empowered to effectively
perform their duties. Ongoing development of
in-house data and technology talent is prioritized
to support the development of new analytical
tools and systems to further empower client
engagement. As of December 2023, the bank had
employed over 10,000 software engineers and
data and analytics experts.
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Navigating the risks of Al technologies

While Gen Al has tremendous potential to

create value, DBS is cognizant of the need to
manage both the ethical dimensions of data

use and the risks associated with emergent
technologies, particularly in areas such as data
confidentiality, Gen Al hallucination?°, bias, toxicity,
and cybersecurity. The existing Al and machine
learning governance framework is being enhanced
to mitigate these risks and DBS has established

a PURE (Purposeful, Unsurprising, Respectful,
Explainable) framework that provides guardrails
for Al use cases. It has also established a
responsible Al taskforce comprising senior leaders
from multiple disciplines, to assess Al deployment
and address relevant risks.

While embracing emerging technology, DBS
will continue to rely on human oversight and
decision making that encourages the transfer of

Al knowledge and skillsets across its workforce.
Efforts include in-house training and workshops
to deepen employee understanding of Gen Al
and to develop skills that harness the power of
Al-driven creativity and problem solving. DBS will
continue to pilot, review, improve, and reiterate Al
applications and explore utilizing it across other
components of its transition plan to support net-
zero efforts.

DBS believes that Gen Al, and Al more broadly,
will significantly reshape the future of work

and has strong potential to support the bank

in delivering on its net-zero commitments. DBS

is also exploring newer Gen Al applications in

a less-controlled environment, such as tracking

of legitimate websites to better identify and
summarize relevant ESG information as part of the
ESG risk assessment process.

CLIMATE RISK MANAGEMENT SUPPORTS TRANSITION FINANCING OPPORTUNITIES

Policies and
Conditions

Products and
services

Implementation Engagement

Strategy Strategy

Implementation of DBS’ net-zero transition

plan encompasses core priorities for its lending
and financing businesses, as well as its internal
operations and processes. Strengthening risk
management related to climate change provides
the foundation for these priorities as it increasingly
drives other traditional risk categories. The climate
crisis continues to drive DBS’ development of
proprietary analytical tools and data sources

to better assess, engage and support clients

on their decarbonization journeys. Improved

tools and data are further supported by a broad
range of enabling activities, such as improving
internal processes and upskilling its workforce to
collectively steer the bank toward delivering on its
net-zero ambitions.

20
or biases in the data used to train the model.

21 Refer to DBS’ Sustainability Report 2023 p.19 for further details.

22 DBS Coal Policy, updated in March 2024.

DBS is maintaining strong growth momentum in
its sustainable financing, where SGD 70 billion in
loans and trade financing (net of repayments), had
been recorded as at the end of December 2023.
This represents a year-on-year growth of 37%.

DBS is also actively pursuing new transition
financing opportunities, such as early retirement
and managed phaseout of coal-fired power
plants in Asia. It acted as the financial advisor

to the Indonesian Investment Authority (INA),
which is exploring such transactions and has
signed a framework agreement (alongside various
partners) to conditionally shorten by seven years
the operating life of Cirebon-1, a 660 MW coal-
fired power plant located on Java.?’ DBS recently
amended its thermal coal policy to enable its
involvement in early and managed coal phase-out
opportunities.??

Disclaimer: This case study was written with the assistance of
the Beta version of "DBS-GPT”", DBS’ employee-facing version of
ChatGPT.

Refers to incorrect or misleading results that Al models generate, caused by a variety of factors including insufficient training data

20


https://www.dbs.com/sustainability/responsible-banking/responsible-financing/our-approach-to-phase-out-thermal-coal-financing
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Implementation Strategy

Component: Policies and Conditions — MUFG

Example 3: MUFG - Whitepapers and sectoral policies underpin transition financing and implementation

efforts
Sub-sector: Banking

Policies and conditions

Recommendation: Establish and apply

policies and conditions on priority sectors and
activities, such as thermal coal, oil and gas,

and deforestation. Include other sectors and
activities that are high-emitting, or otherwise
harmful to the climate, to define business
boundaries in line with the institution’s net-zero
objectives and priorities.

Mitsubishi UFJ Financial Group (MUFG) is Japan’s
largest financial institution with a USD 3 trillion
balance sheet and an extensive global footprint,
which includes exposure to carbon-intensive
sectors. It is focused on developing relevant
internal policies and frameworks and actively
engaging external stakeholders to realize a global
net-zero transition.

Through client engagement, MUFG has become
certain that although banks alone are unable to
drive transition, they can play a strong supporting
role by working with clients and financing their
transition strategies (provided that the transition
strategies are credible), in turn, collaboratively
managing and mitigating transition risks. MUFG
supports a whole-of-economy transition that

does not attempt to pick winners or leave behind
certain regions or sectors. As divestment does not
create an effective transition solution for the real
economy, MUFG prioritizes active engagement

to support clients in decarbonizing, which in turn
advances its own net-zero ambitions.

MUFG joined the Net Zero Banking Alliance
(NZBA) in June 2021, one month after becoming
one of the first Japanese banks to make a net-zero
commitment. It is active in chairing discussions

in NZBA'’s Transition Finance Working Group

while also actively participating in all GFANZ
workstreams, including the 2024 Transition
Finance and Real Economy Decarbonization
Workstream and co-chairing the Public Policy
Workstream.

MUFG published its inaugural Climate Report in
April 2024. The report includes its transition plan
and strategies, along with updates previously
shared in its Progress Report 2023. Key pillars
of the Climate Report include: 1) reducing
emissions from own operations; 2) engagement
and supporting the transition; 3) reducing
emissions from its financing portfolio; and, 4)
risk management and governance. Its transition
strategy and actions are in line with GFANZ’s FI
NZTP voluntary Framework (Figure 10).

21


https://www.mufg.jp/dam/csr/report/progress/climate2024_en.pdf
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Figure 10: MUFG’s transition plan is in line with GFANZ’s voluntary framework
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Source: MUFG Climate Report 2024

BUILDING MARKET-SPECIFIC KNOWLEDGE AND SECTOR GUARDRAILS TO STEER

TRANSITION IMPLEMENTATION

In supporting real economy decarbonization,
MUFG recognizes the need for a deep
understanding of specific industry nuances and
the challenges of pathways to net zero in Japan
and other key markets. In 2022, MUFG engaged
with policymakers in Europe and the US to
discuss transition strategies for Japan and Asia.
The meetings resulted in consensus around the
importance of understanding each country’s
pathway toward net zero and recognizing key
levers that consider the full supply chain, including
linkages and dependencies across industries.

MUFG published transition whitepapers in 2022
and 2023 as part of its efforts to build internal
transition expertise. Beyond that, these were also
used to educate various stakeholders. The 2022
report provides the bank’s perspective on how

23 January 2024 updates.

Japanese companies are moving toward net zero
and identifies new technologies in the electricity,
heat and basic-material industries (together
accounting for 70% of national CO2 emissions)

as key levers for achieving net zero. The 2023
report examines the current state and direction of
energy transition in Japan, focusing on net zero
in electricity and heat in light of the government’s
Green Transformation (GX) Policy??, while also
reviewing the role and feasibility of various
technologies.

The whitepapers enhanced MUFG’s understanding
of the complexities surrounding sector-specific
energy and resource interdependencies to achieve
a whole-of-economy just transition. The reports
have been shared with policymakers in Japan and
abroad, and also support client engagement.

22


https://grjapan.com/sites/default/files/content/articles/files/january_2024_gr_japan_update_on_gx_plans.pdf
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Beyond Japan, MUFG is adopting a similar
approach of building deep market understanding,
confirming facts and calibrating across the
ecosystem. This approach allows MUFG to

create tailored solutions for its clients, and is
particularly helpful in Asian markets where
detailed government plans and credible transition
pathways are still in development.

In addition to building market-specific expertise,
MUFG has published an Environmental Policy

Statement and an Environmental and Social
Policy Framework (E&S Framework) that guide
the bank’s transactions (Figure 11). The E&S
Framework provides guidelines to identify, assess
and manage ESG risks, with certain transactions
being prohibited. It also details policies and
guidelines for emission-intensive or high-risk
sectors (such as coal-fired power generation,
mining, oil and gas, large hydropower generation,
biomass power generation, forestry, and palm oil).

Figure 11: MUFG’s Environmental and Social Policy Framework includes sector-specific guidelines

Environmental and Social Policy Framework

l Prohibited transactions

« lllegal transactions and transactions for illegal purposes

« Transactions which violate public order and good morals

- Transactions that negatively impact wetlands designated under the Ramsar Convention
- Transactions that negatively impact UNESCO designated World Heritage Sites

« Transactions violating the Washington Convention

« Transactions involving the use of child labor, forced labor, or human trafficking

« Cluster munitions and inhumane weapons manufacturing

l Transactions of High Caution

- Transactions that negatively impact indigenous communities
- Land expropriation leading to involuntary resettlement

Policy for fossil fuel-related sectors

Coal-fired power generation

MUFG does not provide financing to new coal-fired power generation projects or
expansion of existing facilities. However, coal-fired power generation equipped with
CCUS, mixed combustion, and other technclogies necessary to achieve the Paris
Agreement target may be considered on an individual basis.

Mining (coal)

We do not provide any fi for new th 1] | mining proj; power
generation since we recognize that the development of new coal mines to supply thermal
coal for power generation projects coul@ result in an increase in GHG emissicns in the future.

Cross-sector - " ! i ‘ Oil & gas
guidelines =lrasactions thatnagativery impact high conservation vaua arsas Oil & gas are essential to our society and daily lives as energy sources, but we mustbe
- Transactions that cause or contribute to, or directly link with, violation aware of their effect on climate change through GHG emissions. We assess clients
of human rights in conflict areas for related to oil sands, the Arctic, shale oil & gas, and oil & gas
ipeli heck whether devel is cond d in an envi lly and
« Coal-fired power generation « Large hydropower generation socially responsible manner.
Sector-s| ific +Mining - Biomass power generation
- . - Oil & gas (ol sand, development « Forestry
guidelines
of the Arctic, shale oil & gas, oil & + Palm oil

gas pipelines)

For “Transactions of High Caution”, if a client’s environmental and social
management approach is not considered sufficient relative to the level
of the potential risks or impacts, financing will not be provided.

Source: MUFG Climate Report 2024

For example, enhanced due diligence of oil and
gas clients must be conducted for projects that
involve the development of oil sands, shale oil
and gas, extraction activities in the Arctic, and
oil and gas pipeline construction and operation.
These projects and activities are categorized

as “transactions of high caution” in the E&S
Framework. For other conventional oil and gas
transactions, MUFG ensures that it follows the
Equator Principles, paying due consideration

to transition risk and GHG disclosure. MUFG
conducts a separate assessment of climate
change risk for upstream oil and gas development
and pipelines that includes specific checkpoints

+

Transition screening
Screening is conducted by several expert departments for transactions that
require deeply scrutinized itis

and criteria, including: alignment with regional
and national transition strategies; transition

and sustainability strategies of sponsors; and,
environmental impact arising from technologies
used.

Its policy statement, E&S Framework and
whitepapers collectively provide clear boundaries
and direction for MUFG’s financing consistent
with its net-zero ambitions. They also articulate

a transition strategy and priorities that reflect
national policy and global developments, thereby
enhancing corporate transparency and credibility
with key stakeholders.

24 An industry benchmark for determining, assessing and managing environmental and social risk in projects. Available here.


https://www.mufg.jp/english/csr/policy/index.html
https://www.mufg.jp/english/csr/policy/index.html
https://www.mufg.jp/english/csr/policy/index.html
https://equator-principles.com/
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Client and
Portfolio
Companies

Engagement

Strategy

Policies support transition assessments and
client engagement

MUFG prioritizes supporting real economy
decarbonization over “greening” its balance sheet
(i.e. “paper decarbonization”). It has developed a

transition assessment framework and a transaction

screening process to evaluate clients in sectors
covered by its 2030 targets?® and to provide the
necessary transition solutions. Based on publicly
available information and past engagements, the
process evaluates clients on three key assessment
categories: 1) targets (including availability

and credibility of net-zero and interim targets,
alignment with a science-based 1.5-degree
pathway, transition plan); 2) governance (whether

there are adequate climate governance and risk
management processes in place); and 3) GHG
reduction and progress.

For the power and upstream oil and gas sectors
where transition risks are higher and ambitious
transition is required, an enhanced review is
conducted on clients’ decarbonization plans,
including key technologies selected. Analysis from
the whitepapers also provides market- and sector-
specific views to support transition assessments.

Based on the results of the evaluation process,
each client is categorized according to MUFG’s six
tiers of client transition. Tier 1 indicates that the
client has high potential and a reliable pathway to
net zero by 2050, while Tier 6 indicates that the
client has low potential due to absence of a net-
zero target. (Figure 12).

Figure 12: Sector-based results from MUFG’s 2023 transition assessments

Transition Assessment”

Power 2022

0il & gas 2022 (%

2021

Steel & 2022
mining

2023

2021

Real estate 2022

2023 8% 13%
T\ 0%

*1 Among clients subject to 2030 interim targets, MUFG conducted transition evaluations based
on CDP data for each year with confirmation via client division representatives

Source: Climate Report 2024

The whitepapers are also used constructively

as a tool for engagement, particularly related to
technological development and the selection of
future technologies for decarbonization. Engaging
on specific topics is a leveling exercise that

2011

Automotive 2022

2023

201

Shipping 2022

2023

201

Aviation 2022

2023

Six-tier category for transition assessment
High n
potential

3  Interim targets are in place and efforts are underway toward reaching net zero

Reliable pathway to net zero by 2050

Interim targets consistent with the Paris Agreement and based on scientific evidence are
in place. and progress is being made toward net zero

4 There is a 2050 net zero target (but no interim target)

5 There is a net zero target (but not for 2050)
Low

porentil ‘G I No net zero target

integrates MUFG’s macro view with its clients’
unigque circumstances, enhancing understanding
of where their plans sit in the context of Japan
and Asia’s transition, and identifying the specific
transition issues that require further work. The

25 Power, Oil and Gas, Commercial Real Estate, Residential Real Estate, Steel, Shipping, Automotive, Aviation, Coal.
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whitepapers also support dialogue with hard-
to-abate sector clients who do not yet have

a transition plan, through demonstrating the
importance of having a transition strategy while
evaluating the need to provide transition support.

Having a clear internal stance and sector-specific
positions detailed in policy documents provides
clarity for internal decision-making and external
engagements, irrespective of developments in
technological innovation, or policy and regulation.
Client responses from engagements will also

inform MUFG’s future strategies and transition
documents. This dynamic and collaborative
process is particularly helpful in the fast-shifting
global environment where timely insights are
needed to make decisions.

Taking a collaborative approach with clients and
stakeholders has also extended to MUFG working
with industry and the Japanese government to
identify new solutions that are economically and
commercially viable.

INTERNAL EXPERTISE SUPPORTS CLIENTS AND ADVANCES AMBITIONS

Roles and
remuneration

(LEGENEY  Products and

. rnan
services Governance

Strategy

MUFG'’s transition-focused reports and tools
collectively support its net-zero ambitions

and financing activities. Development of the
documents included significant input from
MUFG’s management and advanced their
understanding of Japan’s energy transition
landscape and pathways to net zero - including
technological developments and commercial
challenges faced by clients in pursuing a just
transition. Management has also participated in
key discussions with regulators and strengthened
internal governance mechanisms to support the
bank’s net-zero efforts. For example, 11 out of 16
appointed board members possess sustainability-
related knowledge, expertise or experience.?¢
Sustainability-linked indicators, including

ESG ratings and the bank’s ESG efforts and
sustainability initiatives are also used to determine
executive compensation.

Growing transition expertise is also influencing
the products and services available to clients.
Since creating its transition-focused frameworks,
MUFG has assisted its clients in developing
ambitious and science-based emission reductions
targets and arranged financing support, such as
transition-linked loans.

Supporting a Japanese power generation
client via transition-linked loans

¢  Through ongoing engagement and
discussion with senior management as well
as site visit to power plant facilities, MUFG
enhanced its understanding of the client’s
strategy to decarbonize through developing
renewable energy and pivoting to hydrogen
power generation.

¢ Leveraging knowledge gained through its
whitepapers, MUFG originated transition-
linked loans with relevant sustainability
performance targets, such as emission
reduction from power generation.

MUFG has a sustainable finance target of JPY
100 trillion by 2030 (including JPY 50 trillion
earmarked for environmental finance), with

JPY 27.7 trillion achieved as of October 2023
(cumulative from FY2019). It is committed to
contributing to global climate action by building
momentum for new capital flows toward net-zero
solutions in Japan, Asia, and the rest of the world;
through guiding / supporting clients to transition
and contributing to the creation of new markets
for innovative technologies that unlock real
economy decarbonization.

26 Further information found in MUFG Climate Change Initiatives and Views on the Shareholder Proposals document, p.15 onwards.
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Engagement Strategy

Component: Clients and Portfolio Companies — HSBC

Example 4: HSBC: Advancing net zero through assessing and engaging customers on their transitions

Sub-sector: Banking

Engagement with clients and portfolio
companies

Recommendation: Proactively and
constructively provide feedback and support to
clients and portfolio companies to encourage
net zero-aligned transition strategies, plans,
and progress with an escalation framework with
consequences when engagement is ineffective.

HSBC? is one of the world’s largest banking

and financing services organizations, serving
around 42 million customers across 62 countries
and territories. Its customers range from
individual savers and investors to some of the
world’s biggest companies, organizations, and
governments.

Figure 13: Overview of HSBC’s approach to net zero

Our net zero strengths
Where we believe we can
best promote change

Transition industry

Along with announcing its ambition to become

a net-zero bank by 2050, HSBC recognizes the
critical role of banks in engaging customers on
their transitions. As a member of the Net Zero
Banking Alliance (NZBA), HSBC has set 2030 on-
balance sheet financed emissions targets across a
broad range of high-emitting sectors.?®

In its inaugural Net Zero Transition Plan published
in January 2024, HSBC provides an overview of its
approach to net zero (Figure 13) and the actions

it is taking to embed its net-zero ambition. The
transition plan is organized into three sections:
vision and strategic approach; sector transitions;
and implementation plan. In preparing the
transition plan, HSBC took into consideration
available guidance including the recommendations
in the GFANZ FI NZTP voluntary Framework.?®

Catalysing the
new economy

Decarbonising trade

and supply chains

Our implementation plan
Embedding net zero into
how we engage, operate

and collaborate Supporting our

customers

8
)
Embedding net zero
into the way we operate

Partnering for
systemic change

Our net zero principles
Aligned to our core
values and guiding our
implementation

Science-based, transparent
and accountable

Source: HSBC’s Net Zero Transition Plan (2024)

Just and inclusive

Integrating nature

27 Unless the context requires otherwise, ‘HSBC’ refers to HSBC Holdings plc together with its subsidiaries.
28 To date, combined on-balance sheet financed and facilitated emissions targets have been set for the oil and gas and power and
utilities sectors, and on-balance sheet financed emissions targets for cement, iron, steel and aluminum, aviation, automotive, and

thermal coal mining.

29 GFANZ. Recommendations and Guidance on Financial Institution Net-zero Transition Plans, 2022.
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ASSESSING CORPORATE CUSTOMERS’ TRANSITIONS FOR TAILORED ENGAGEMENT

AND SUPPORT

Transition-focused engagement enables HSBC to
guide corporate customers while also advancing
its own net-zero ambition. To be effective,
engagement needs to fully recognize that the
pathway to net zero differs for each sector and
that customers within a sector may be at different
stages of their transition.

To steer corporate customer engagement, HSBC
has designed and implemented a differentiated
approach to the assessment of transition plans.

The type of assessment undertaken (deep dive

or high level) depends on how material the
customers are to HSBC’s portfolios and financed
emissions targets (Figure 14). This allows the bank
to identify opportunities to support customers

on their transitions and define areas for strategic
engagement. Completed assessments can also

be used to support business decisions in relation
to financed emissions portfolio management and
alignment, and climate risk-management efforts.

Figure 14: HSBC'’s differentiated approach to assessing corporate customers’ transitions

Deep-dive transition plan assessment conducted for customers that are the most
material to our portfolio and financed emissions targets

AA

Transition plan information
collected alongside wider
ESG performance data by
relationship managers
based on public documents
and customer engagement

Source: HSBC’s Net Zero Transition Plan (2024)

To assess corporate customers’ transition risks
and plans, HSBC has defined criteria across five
categories:

e Emissions trend: Requests the customer’s
current and historic Scope 1, 2, and 3 GHG
emissions, including the completeness of the
company’s emissions reporting and whether it
has been validated by a third party.

¢ Ambition of plan: Indicates whether the
customer has announced a commitment to
net zero and set interim targets to reduce
emissions over the short, medium, or long term
and across relevant emission scopes.

¢ Credibility of plan: Identifies details of the
customer’s plans to achieve its ambition,
including the specificity of these plans (e.g.
the investment required) in the context of its

—E—E—©

Sustainability Centre of
Excellence conducts deep
O dive assessment

Strategic actions agreed
with relationship manager
to inform decision-making
and customer engagement

If required, escalation to
governance forums for
transaction and/or
relationship approval

High-level transition assessment calculated for other relevant corporate customers

OO

High-level assessment of
net zero and sustainability
performance

Qutcome shared with relationship
managers to inform deision-
making and customer engagement

business activities, current source of emissions,
and operating context.

¢ Credibility of action: Requests evidence
of actions that the customer has taken to
implement its plan and reduce emissions.

¢ Climate risk: Considers physical and transition
risks to which the customer may be exposed.

The collection of information for the five
assessment categories is led by relationship
managers who review customers’ sustainability
reports and climate disclosures. This is
supplemented by discussions with the customers.
The detail of collected information varies based
on factors such as the size and materiality of
customers.
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Deep-dive and high-level transition plan
assessments

For customers that are the most material to
HSBC'’s portfolios and financed emissions
targets, a deep-dive transition plan assessment

is conducted. These assessments are performed
by specialists from HSBC’s Sustainability Centre
of Excellence that have deep expertise in sector
transitions and emerging technologies, with input
from relationship managers.

This process is designed to provide insights
specific to each customer and their circumstances.
The assessment process creates a rating for each
of the categories described above and provides a
composite rating to indicate overall confidence in
the customer’s plan. Through this process, HSBC is
able to pursue specific opportunities to support its
customers as well as identify areas where further
development of their transition plans may be
needed. Assessment findings are then built into
ongoing customer engagement.

With many corporate customers yet to have
comprehensive transition plans in place or plans
consistent with HSBC’s targets and ambitions,
customer engagement and support will be
required over time. For other relevant corporate
customers outside of the boundaries of the

deep-dive transition plan assessment, a high-level
transition plan assessment is conducted. These
reviews draw on publicly available information,
supplemented with information collected directly
from customers.

The assessments that have been completed so

far show large variations amongst corporate
customers in terms of maturity of their plans and
alignment with a net-zero transition. HSBC aims to
take these factors into account in how it continues
to engage its customers in their transition.

To date, HSBC has completed most assessments
for customers in scope of its thermal coal phase-
out policy, major oil and gas and power and
utilities customers globally, as well as other
customers in EU and OECD markets in scope of
its energy policy. As part of its next steps for 2024
and beyond, HSBC will complete assessments

for customers in scope of its energy policy and
thermal coal phase-out policy across all markets
and commence roll-out of assessments for its
most material customers in other material sectors
where it has set 2030 financed emissions targets.
Where relevant, completed assessments will also
be reviewed to ensure customer progress on their
transitions is captured.
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SUPPORTING THE MOBILIZATION OF CAPITAL AND STRONGER CUSTOMER ENGAGEMENT

IENENTEN]  Products and
services

Engagement [RNIRHN.

Strategy Strategy

Skills and

vernan
SETEE Culture

These tags refer to the themes and components of the GFANZ FI NZTP voluntary Framework
(Figure 1 on p.5) and indicate the interlinkages and interplay between different parts of the

financial institution’s net zero transition plan.

Recognizing the central role that banks have

in mobilizing finance to support the transition,
HSBC has set an ambition to provide and facilitate
US$750 billion to US$1 trillion of sustainable
finance and investment by 2030 — $294.4 billion
of this ambition has been achieved as of end
2023. Its business lines are assisted by HSBC'’s
Sustainability Centre of Excellence for the
activation of commercial opportunities and the
development of financing solutions that support
customers’ transitions.

HSBC is also contributing to the global dialogue
and creation of impactful transition finance
solutions, in collaboration with the public sector,
industry, civil society and its peers. It has, for
instance, been actively exploring how financial
solutions can credibly support coal phaseout in
Asia, in line with the goals of the Paris Agreement.
This includes co-leading a workstream of the
GFANZ APAC Network to develop voluntary
guidance for financial institutions on financing the

managed phaseout of coal-fired power plants in
Asia-Pacific. The_report was launched by GFANZ at
COP 28 in December 2023.

In addition, HSBC has been building its
sustainability capabilities to strengthen customer
support and engagement, and a range of upskilling
initiatives that include online training, practical
workshops, leadership development and sharing
on-the-ground experiences from deals have been
implemented. An online learning platform - the
HSBC Sustainability Academy - was launched in
2022 to provide a central point for employees to
access learning plans and resources. With more
than 200 comprehensive modules on topics

such as net-zero policies, nature restoration and
preservation, climate science, new technologies
and sustainable finance, the Sustainability
Academy provides a range of resources for
employees who are supporting customers through
their net-zero transitions.
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Engagement Strategy

Component: Clients and Portfolio Companies — SMTAM

Example 5: Sumitomo Mitsui Trust Asset Management - Exercise of shareholder rights via corporate

engagement and escalation
Sub-sector: Asset Management

Engagement with clients and portfolio
companies

Recommendation: Proactively and
constructively provide feedback and support to
clients and portfolio companies to encourage
net zero-aligned transition strategies, plans,
and progress with an escalation framework with
consequences when engagement is ineffective.

Headquartered in Tokyo with subsidiaries in the US
and UK, Sumitomo Mitsui Trust Asset Management
(SMTAM) is one of Asia’s largest asset managers,
with US$617 billion of assets under management
as at end December 2023. Its portfolio is invested
60% in Japan and 40% globally.

SMTAM joined the Net Zero Asset Managers
(NZAM) initiative in July 2021 and is an active
participant in GFANZ Japan Chapter’s Core

Working Group. Its net-zero transition plan is
broadly captured in its Investor Climate Action
Plan (ICAP) Case Study, Carbon Neutrality
Progress Report3°, TCFD Report, Stewardship
Report and Voting Rights Policy.

SMTAM pursues three key pillars of stewardship

in line with its responsible investment approach:
corporate engagement, exercising voting rights,
and incorporating ESG factors into investment
decision-making processes. As part of efforts to
reduce financed emissions by 46% in alignment
with the Paris Aligned Investment Initiative (PAII)
Net Zero Investment Framework, SMTAM is
strengthening its voting policy on climate change,
engaging with investee companies on setting firm
GHG reduction plans, and contributing to research
on relevant technologies required to achieve net-
zero emissions by 2050.

UTILIZING SHAREHOLDER INFLUENCE WITH CLARITY AND PURPOSE

Thematic-focused corporate engagement
SMTAM has long identified climate change as

a material ESG issue with tangible impacts on

the corporate value of investees. Corporate
engagement is done with the objective of
encouraging performance improvement and
growing investee value, while contributing to the
broader outcomes of sustainable growth and
global decarbonization. Key topics of engagement

for SMTAM include GHG emission reduction and
portfolio alignment with the Paris Agreement, as
well as setting interim (2030) targets and having
a detailed transition plan in place. Noting the
impacts of nature loss on climate change, SMTAM
is also accelerating efforts on natural capital and
biodiversity, as well as sustainable supply chains,
and engaging on the issue of deforestation in
commodity supply chains.

30 “Carbon Neutrality” is used interchangeably with “Net Zero” in Japan. Japan’s Ministry of Economy, Trade and Industry (METI) has

publicly confirmed this.
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https://theinvestoragenda.org/wp-content/uploads/2023/09/SMTAM-ICAP-Case-Study.pdf
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https://www.smth.jp/english/-/media/th/english/news/202403/Project_English_NetZero.pdf
https://www.smth.jp/english/-/media/th/english/news/202403/Project_English_NetZero.pdf
https://www.smth.jp/english/-/media/th/english/sustainability/report/2023/TCFD-E-all.pdf
https://www.smth.jp/english/-/media/th/english/sustainability/report/2023/E-stewardship_report_smtam.pdf
https://www.smth.jp/english/-/media/th/english/sustainability/report/2023/E-stewardship_report_smtam.pdf
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https://www.enecho.meti.go.jp/en/category/special/article/detail_167.html
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Done globally from SMTAM'’s three main bases —
Japan, London and New York — the engagement
process includes the review and validation of
investee company GHG reduction plans to prepare
an opinion, direct meetings and dialogue to
encourage performance improvement followed by
the ongoing monitoring of company performance.
Further engagement and escalation are done as
required.

Although engagement is done with a broad

range of portfolio companies — including those

in high-emitting sectors such as utilities, oil and
gas, steel, cement and financial services — SMTAM
has prioritized engagement with the 100 investee
companies (40 Japanese and 60 foreign) that
cumulatively account for an estimated 40% of its
total portfolio GHG emissions (Figure 16). Asian
companies (outside Japan) account for the largest
share of emissions from the 100 companies.

Figure 16: Estimated GHG emissions from SMTAM'’s priority 100 companies by region and sector

(representing 40% of total portfolio emissions)
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Source: SMTAM

Complementing its direct engagement, SMTAM is
also active in investor collaborative engagement
programs and working groups that engage and
advocate for corporate climate action. It is one

of the lead investors in Climate Action 100+ (an
investor-led global initiative to advocate for
climate action from the world’s largest corporate
emitters), and a member of the Asia Investor
Group on Climate Change’s (AIGCC) Asian Utilities
Engagement Program that focuses on large
Asian utilities, particularly those with a significant
coal-fired power capacity. SMTAM also co-chairs
AIGCC’s Forest and Land Use Working Group
that aims to support investors in developing risk

management processes, investment policies, and
engagement programs that will contribute to
ending deforestation, amongst other initiatives.

With the collective investor voice often stronger
than an individual’s, collaborative engagements
are used as a functional and efficient method of
engaging a broader range of companies. Industry
engagement with key stakeholders including
policymakers, voting advisory companies and
data service providers also enables a broader
understanding of relevant issues, while supporting
the advancement of enabling public policy and
data infrastructure.
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Corporate Engagement example via Climate Action 100+ with local asset managers:
UltraTech Cement (cement manufacturer headquartered in India)

¢  SMTAM’s prepared opinion (pre-engagement): Cement production in a business-as-usual
scenario is emission intensive, particularly at the manufacturing stage. Ultratech needs to
reduce its emissions via a realistic transition plan and work on: (1) implementing measures for
low-carbonization during production, (2) stimulating demand for low-carbon cement, and (3)
disclosing specific measures to confirm the effectiveness of capital policy support.

¢ Company’s response and actions: Accepting the urgent need to reduce emissions following
three years of ongoing engagement, UltraTech produced a clear roadmap for decarbonisation
measures that included plans to be Science Based Target Initiative (SBTi) certified and to
enhance disclosure to align with the TCFD framework (both measures were subsequently included
in the company’s June 2023 Sustainability Report). UltraTech has also announced specific
measures for adopting 100% renewable energy across its portfolio.

Escalation via proxy voting and climate
resolution support

As a responsible institutional investor, SMTAM
also deploys escalation technigues such as proxy
voting and supporting shareholder resolutions
when investee companies are not demonstrating
adequate progress on climate change issues.

The exercise of voting rights is considered

as a governance-related engagement and an
opportunity to call for a minimum standard of
corporate governance with portfolio companies.
SMTAM prioritizes three key objectives in
exercising its voting rights: (1) high-quality
governance that respects shareholders’ equity;
(2) efficient utilization of shareholders’ capital for
sustainable growth; and, (3) appropriate action
in the event an incident occurs that damages
corporate value.® Engagement with companies
prior to voting helps ensure SMTAM’s standards
are communicated and understood.

31 Stated in SMTAM’s Voting Rights Policy.

SMTAM has a policy of opposing proposals for the
election of directors when an investee company
makes insufficient efforts to disclose information
or set targets, with no reasonable explanations
provided. This includes insufficient disclosure

in line with TCFD voluntary recommendations

(or an equivalent global framework), failure to

set medium- and long-term targets in line with
the Paris Agreement and disclosure of specific
measures and actions to achieve them, as well as a
lack of progress in GHG emission reduction.

SMTAM'’s structure for the exercise of voting
rights is detailed in the diagram below (Figure
17). The Executive Officer in charge of the
Stewardship Development Department has
authority in exercising voting rights, supported
by the Sustainability Committee (that spearheads
engagements and ESG-related activities) and

the Advisory Committee providing feedback and
oversight.
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Figure 17: Structure for the exercise of SMTAM’s voting rights

Sustainability Committee
(Former” Stewardship Meeting)

Chairperson: Consultation

Executive officer in charge of Stewardship Stewardship Activity
Developement Department (Approval #1) Advisory Committee #2

Deliberation
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—
N
&

#1 Making decision based on recommendation
from Stewardship Activity Advisory Committee

#2 Committee members
« External experts (the majority of members)
« Officer appointed by the board of directors
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#3 Making a proposal for individual exercise of
voting rights with reference to research,
analysis or advice from a proxy advisory firm
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(2) Exercise of voting rights based on guideline

General Manager of
Stewardship Development
Department (Approval)

Proposal for
individual exercise
of voting rights #3

Stewardship
Developement Department

Source: SMTAM'’s Voting Rights Policy

In 2023, SMTAM exercised voting rights for about 2,500 Japanese companies and 2,700 foreign
companies. It also supports climate-change resolutions that call on companies to address material
and systemic risks and opportunities. For example, SMTAM voted ‘For’ in a shareholder proposal of
a European energy company that asked the company to set its Scope 3 emission target in line with
the Paris Agreement.
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ADDRESSING ENGAGEMENT CHALLENGES AND CREATING SOLUTIONS

Products &
Services

Implementation Engagement

Industry

Strategy Strategy

SMTAM believes that its corporate engagement
and escalation methods are generally effective

in encouraging investee companies to adopt

best practices to address climate change. While
seeking to contribute to the enhancement of
long-term corporate value, SMTAM recognizes that
engagement must be based on a comprehensive
understanding of the company’s state of
management and business operations.

This understanding is firmly based on awareness
of the specific challenges faced by both investors
and portfolio companies in Asia. Challenges
include the decoupling of continued growth and
reduction of operational GHG emissions along
with recognizing the number of active ESG-
focused investors is significantly lower in Asia
than in Europe (as evidenced by NZAM initiative
membership).

SMTAM is thus active in helping to support the
consideration and inclusion of Asian investors’
voices and priorities in NZAM'’s overall strategy
and workplan through its involvement in the NZAM
initiative’s Advisory Committee and activities

to increase Asian representation. For example,
SMTAM President and CEO, Yoshio Hishida, has
attended NZAM seminars and called on other
asset managers to join the initiative. In May 2023,
SMTAM also attended a meeting arranged by the
NZAOA and NZAM in London to exchange region-
specific views on corporate engagement and
stewardship to tackle climate change.

Beyond actively engaging, in 2021, SMTAM
launched the SMT ETF Carbon Efficient Index
Japan Equity listed on the Tokyo Stock Exchange.
The index comprises Tokyo Stock Price Index
(TOPIX) constituents, with the weighting of

each constituent based on the status of its
environmental disclosure and the level of carbon
efficiency (carbon emissions per net sales). By
allocating a greater relative weight to companies
with better environmental-related disclosure and
higher carbon efficiency (lower carbon emissions
per net sales), the index promotes improved
disclosure and GHG reduction across the market,
while achieving similar returns to TOPIX. Its
relative carbon intensity was 28% lower than TSE
TOPIX in Q3 2023.%2 The index is also anticipated
to be a useful tool in guiding the formation of
new core Japanese equity portfolios that also
address climate change risk, and as an extension
or alternative to TOPIX-linked funds.

32 Data from S&P / JPX Carbon Efficient Index timeseries published by S&P Dow Jones.

34


https://www.spglobal.com/spdji/en/documents/additional-material/sp-jpx-carbon-efficient-index-time-series-table.pdf

Catalyzing Climate Action:

Emergent Asia-Pacific Case Studies of Financial Institutions’ Net-zero Transition Plans

Engagement Strategy

Component: Policy Advocacy and Industry — BNPPAM

Example 6: BNP Paribas Asset Management - Collaboratively engaging policymakers to advocate for

2050-aligned climate policy
Sub-sector: Asset Management

Engagement with industry

Recommendation: Proactively engage with
peers in the industry to 1) as appropriate,
exchange transition expertise and collectively
work on common challenges and 2) represent
the financial sector’s views cohesively to
external stakeholders, such as clients and
governments.

Engagement with government and public
sector

Recommendation: Direct and indirect lobbying
and public-sector engagement should, in a
consistent manner, support an orderly transition
to net zero, and as appropriate, encourage
consistency of clients’ and portfolio companies’
lobbying and advocacy efforts with the
institution’s own net-zero objectives.

33 As at December 2023.

BNP Paribas Asset Management (BNPPAM) is a
global manager of €501 billion of assets®3, serving
institutional clients in 67 countries with a large
commercial presence in Europe and Asia-Pacific
(the region represents approximately 177% of total
AUM). Considering the global shift toward a lower-
carbon, environmentally responsible and more
inclusive economy essential for planetary and
financial-system sustainability, one of BNPPAM’s
key priorities is to deliver long-term sustainable
returns to its clients while leveraging its emerging
market presence to advance the energy transition
in Asia.

[ts 2015 commitment to achieving the Paris
Agreement goals was strengthened in 2021 with
its joining of the Net Zero Asset Managers (NZAM)
initiative. In 2022, BNPPAM’s Net Zero Roadmap
formally introduced its climate commitments
covering three key aspects of its business:
Investments (portfolio alignment), Stewardship
and Operations (Figure 18). The Roadmap will
be instrumental in enabling a coherent and
accountable organizational transition, while also
strengthening external engagement with key
stakeholders.
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Figure 18: Net-zero commitments outline priorities across Investments, Stewardship and Operations

Net Zero Commitments

1.

Reduce the carbon footprint of our in-scope corporate investments (Scopes 1and 2)'
a) -30% by 2025
b) -50% by 2030

. Align with net zero

a) 60% of in-scope investment to be Achieving, Aligned or Aligning with Net Zero (NZ-AAA)
by 2030
b) 100% of in-scope investment to be NZ-AAA b y 2040

Investments 3.

Exit coal

We will exclude mining companies that do not have a strategy to exit thermal coal activities,
and power generators that still have coal capacity in their generation mix, in 2030 for
European Union and OECD countries and in 2040 for the rest of the world.

4. Invest in climate solutions

Substantially increase our climate and environmentally themed investments.
5. Engage with our clients

Engage with our clients to transition towards net zero investing with us.
6. Vote for climate action

a) Signal our expectation for companies to report on their carbon footprint, and for the
world’s largest greenhouse gas (GHG) emitters to set an ambition to achieve net zero by
2050 or sooner.

b) Vote in favour of thoughtful shareholder proposals and submit proposals of our own to
accelerate corporate action on climate change.

Stewardship 7.

Engage with companies on net zero
Implement an engagement strategy that is consistent with our ambition for all assets under
management to achieve net zero emissions by 2050 or sooner.

. Advocate for NZ2050 aligned climate policy

Play an active role in advocating for net zero aligned policy, and seek to ensure that any
relevant direct and indirect policy advocacy that we undertake is supportive of achieving
global net zero emissions by 2050 or sooner.

Operations

. Reduce our operational emissions footprint

Continue to offset our operational emissions while we improve energy efficiency and use more
green energy.

10.

Report on progress
Produce TCFD?-aligned reporting.

Source: BNPPAM Net Zero Roadmap (2022)

Development of the Net Zero Roadmap was led by BNPPAM’s Sustainability Centre (SC) which is
responsible for implementing the firm’s global sustainability strategy and related policies, with oversight
from the board and executive teams. To ensure integration of specific considerations for Asia and

emerging markets,

the SC includes members strategically based in Singapore, Hong Kong, and Mainland

China. It also works in collaboration with Asia-based colleagues and clients to develop regionally
relevant ESG research and engage with local companies and regulators to advance their transitions.
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PUBLIC POLICY ADVOCACY SUPPORTS AN ORDERLY TRANSITION

Recognizing climate change as a systemic risk
that cannot be resolved by the private sector
alone, BNPPAM believes public policy advocacy is
consistent with its fiduciary duty and stewardship
strategy, fitting alongside its proxy voting and
corporate engagement efforts. Encouraging

and supporting strong climate action from
policymakers is a requirement for a just and
orderly transition.

Guided by its Roadmap commitment and
Stewardship Policy, BNPPAM is actively engaging
public policymakers, including regulators and
standard setters, to advocate for sustainable
outcomes in market-shaping measures for
investments and the rules that guide and

govern company behavior. It is also involved in
shaping the standards and guidance developed
and overseen by professional bodies, such as
accounting institutes.

BNPPAM’s policy engagement focuses on critical
topics such as corporate disclosure, climate
regulation and corporate governance. Its long-
term efforts include: public submissions to
legislators, regulators, and multilateral institutions;
responding to public consultations; meetings with
policymakers; publication of white papers; and
endorsement of public statements. Engagement
examples include signing of the Global Investor
Statement to Governments on the Climate Crisis
in 2022 (calling for effective implementation of
the Global Methane Pledge to reduce emissions
by 2030 by at least 30% from 2020 levels)**, and
participating in the investor call for the United
Nations Food and Agriculture Organization (FAO)
to develop a global roadmap to 2050 for the
agriculture, food and land-use sectors.

34 Available on the Investor Agenda’s website.

Working together to achieve common aims
Industry collaboration is critical to achieving
common aims and BNPPAM has a longstanding
commitment to participating in investor networks
and collaborative engagements to learn from
peers and jointly raise standards. BNPPAM’s
priority thematic areas are energy transition,
healthy ecosystems, and equality. BNPPAM

is an active member of multiple formal and
informal global groups and initiatives that seek to
facilitate dialogue between investors and other
stakeholders (Figure 19). For example, roundtables
convened by the Asia Investor Group on Climate
Change (AIGCC) often involve state-owned
enterprises as well as government representatives
and regulators, and its working groups (such as
the Forest and Land Use Working Group which
BNPPAM co-chairs) act as peer-to-peer forums for
investors to strengthen their capabilities. BNPPAM
also actively participates in the Investor Policy
Dialogue on Deforestation (IPDD)’s workstreams
for Brazil and Indonesia that seek to engage

in collaborative dialogue with government
authorities and other key stakeholders to preserve
tropical forests and native vegetation.

Policy advocacy efforts have reaped results. As

an advisory committee member of the Principles
of Responsible Investment (PRI)’s collaborative
sovereign engagement program on climate
change, meetings with policymakers in Australia
preceded the establishment of a National Net Zero
Authority and plans to issue a green bond in 2024.
BNPPAM'’s advocacy for increased transparency
and exclusion of areas such as ammonia co-firing
and gas plants for Japan’s GX climate transition
bonds through recent collaborative and bilateral
engagement with relevant government ministries
also resulted in these outcomes in the first tranche
of the transition bonds.
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Figure 19: Selected thematic-focused initiatives BNPPAM participates in

Initiative / Organisation Thematic Area Supporter since

Asia Investor Group on Climate Change (AIGCC)

Bank Negara Malaysia Joint Committee on Climate Change (JC3)

Carbon Disclosure Project (CDP)

Ceres
Climate Action 100+

Farm Animal Investment Risk and Return (FAIRR)
Institutional Investors Group on Climate Change (IIGCC), including
Net Zero Engagement Initiative (2023)

Investors’ Policy Dialogue on Deforestation (IPDD)

Investor Agenda (AIGCC, CDP, Ceres, IICC, IGCC, UNPRI, UNEP-FI)

Net Zero Asset Managers initiative

Principles for Responsible Investment (PRI)

Singapore Sustainable Finance Association

Transition Pathway Initiative

Energy Transition, Healthy 2018
Ecosystems

Energy Transition 2019
Energy Transition, Healthy 2012
Ecosystems

Energy Transition 2019
Energy Transition 2017
Energy Transition, Healthy 2021
Ecosystems

Energy Transition 10+ years
Healthy Ecosystems 2023
Energy Transition 2018
Energy Transition 2021

Energy Transition, Healthy
Ecosystems, Equality

2006 (Founding member)

Energy Transition, Healthy 2023
Ecosystems
Energy Transition 2018

Source: BNP Paribas Asset Management Global Sustainability Strategy 2023-2025 (Dec 2023)

BNPPAM’s advocacy efforts acknowledge the
constraints faced by policymakers, particularly in
emerging markets where there can be significant
differences in national timelines for net zero as
well as the energy trilemma where accessibility,
sustainability and affordability considerations
need to be balanced. These situations are
addressed through providing support while
retaining high ambition; acknowledging progress
while maintaining strong investor expectations in

line with 1.5 degree aligned scientific pathways;
sharing resources and knowledge; and being
prepared for long-term engagement. As an
example of how Asia’s unique circumstances are
considered, BNPPAM’s Coal Exit Policy (Figure
20) has differing coal phase-out timelines for
developed and emerging markets to account
for the differences in energy mix and economic
development.

Figure 20: Coal Exit Policy considers regional circumstances

BNPP AM will exclude all power

generators that:

» Still have coal capacity in
their generation mix in 2030
in European Union and OECD
countries, and by 2040 for the
rest of the world.

Source: BNPPAM Net Zero Roadmap (2022)

BNPP AM will exclude all mining

companies that:

Do not have a strategy to exit
from thermal coal activities by
2030 in European Union and
OECD countries and by 2040
for the rest of the world.
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CONSTRUCTIVE DIALOGUES AND COLLABORATIONS DRIVE ACTION

Products &
Services

Implementation

Strategy

Industry and policy engagement is fully consistent
with BNPPAM’s Roadmap and its stewardship

role, and is used as a critical tool to foster
constructive dialogues and collaborations with
clients, colleagues, companies, governments and
civil society to collectively move toward a net-zero
future. With the global economy not yet aligned
to net zero, BNPPAM'’s investible universe stands
to diminish over time if current and prospective
investees are not advancing on their transitions.

BNPPAM believes ESG performance can be
material to financial performance, and that voting
and engagement can be key levers to reducing
risk, unlocking value and encouraging improved
corporate performance and transparency.
Engagement is intended to drive change and
support transition but, in cases in which it is
ineffective, BNPPAM believes divestment can be a
last resort. In line with its sector-specific policies,
BNPPAM will also exclude companies, sectors or
activities that violate international regulations, or
cause unacceptable harm to society and/or the
environment.

Beyond leveraging its influence through advocacy
and engagement, BNPPAM’s Roadmap includes
commitments to invest in climate solutions and

substantially increase climate and environmentally
themed investments. These thematics enable
access to specific sustainable transition themes
by focusing investments on qualified and relevant
companies or projects. In 2019, BNPPAM created
a dedicated Environmental Strategies Group that
launched its Energy Transition equity strategy
followed by its Environmental Absolute Return
Thematic (EARTH) and Emerging Climate
Solutions equity strategies. Together, these
strategies contribute to addressing the global
financing gap for energy transition.

In responding to the urgent theme of improving
the sustainability of Asian cities amidst continued
growth, BNPPAM launched an investment strategy
targeting activities that address the challenges
posed by migration and climate change. The
Sustainable Asian Cities fixed income strategy is
designed to target opportunities in five critical
areas:

* Enhancing urban mobility, incorporating low-
carbon elements where possible.

* Improving basic infrastructure to help cities
operate and thrive, as well as improving their
resilience to extreme weather events.

*  Promoting integrated development to balance
a mix of social, economic, and nature-based
activities.

* Building health and education facilities to
increase provision and improve access.

e Supporting innovative technological solutions
for sustainable city development.

39



Catalyzing Climate Action:

Emergent Asia-Pacific Case Studies of Financial Institutions’ Net-zero Transition Plans

Metrics and Targets

Component: Metrics and Targets — Mizuho

Example 7: Mizuho - Beyond financed emissions measurement and disclosure, plan execution
metrics and targets steer Mizuho toward its 2050 commitments

Sub-sector: Banking

Metrics and targets

Recommendation: Establish a suite of metrics
and targets to drive execution of the net-zero
transition plan and monitor progress of results
in near, medium, and long term. Include metrics
and targets focused on aligning financial
activity in support of the real-economy net-zero
transition, on executing the transition plan; and
on measuring changes in client and portfolio
GHG emission.

Mizuho Financial Group (Mizuho) based in Japan,
is one of the world’s largest financial institutions.
It provides banking and trust services, securities,
asset management, research and consulting,
among other financial services. Mizuho joined the
Net Zero Banking Alliance (NZBA) in October
2021 as part of its goal to attain net-zero GHG
emissions by 2050, align its portfolios with the
Paris Agreement goals, and positively contribute
to the development of a climate-change resilient
society.

35 Located in Mizuho’s TCED Report 2022, p.21 onwards.

Mizuho’s Approach to Achieving Net Zero
Emissions by 2050 and its initial Net Zero
Transition Plan (NZTP)3®> were developed in April
2022 to clarify medium-to long-term strategies
and initiatives and to outline its intended actions
to achieve a decarbonized society and limit global
temperature increase to be within 1.5 degrees C.

A comprehensive revision of its NZTP in April
2023 (Figure 21)%¢ streamlined its initiatives

for addressing climate change. The updated

plan prioritizes driving the transition of the real
economy, identifying new business opportunities,
and effective risk management. Developed in
accordance with global frameworks and voluntary
recommendations from TCFD and GFANZ, the
NZTP is based on four pillars: Foundations,
Governance, Strategy, and Metrics and Targets. It
further aligns Strategy with Metrics and Targets to
track progress and support tangible efforts that
benefit its clients and society.

36 Located in Mizuho’s Climate & Nature-related Report 2024, p.18 onwards.
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Figure 21: Mizuho’s Net Zero Transition Plan (2023)

Foundations
| Environmental Policy (climate-related initiatives)

Governance

Mizuho's Approach to Achieving Net Zero by 2050

Climate-related governance structure for the Transition Plan

[Approval/supervision/reporting] The Board of Director approves the Transition Plan and supervises its progress reported and discussed by the execution line

[Accountability/review] The business execution lines have the respensibility and authority to execute the Transition Plan, and must regularly review and
report the progress made to the Board of Directors
[Transparency] The details and progress of the Transition Plan is regularly disclosed and report to external stakeholders

[Top risks] Set as
increasing severity of
climate change impacts

[Materiality] Set as
environment/society

Identification of priorities

[Scenario analyses] Recognized as a
response to corporate transition risks
and the importance of engagement

[Next-generation tech]
Identified next-generation
tech related to key sectors

[Key sectors] Identified key
sectors to the net zero
transition

Reduction targets for our own GHG emissions (Scope 1 and 2)

Strater Support a transition and structural transformation through Continual enhancements to risk management structures and policies
financial and non-financial solutions - Implementation and continuous review of risk management system
- Supply of transition financing, creation of new businesses, etc. in carbon-related sectors and the ES Policy
Strengthening engagement Capability building
Client engagement Representing opinions for rule-making Strengthen SX talents and in-house penetration
Capturing business opportunities Risk management
Sustainable finance / envi and climate-related finance targets 'I;gPetto 'fed”°|eﬁ°”&m"d'"g f"’g." E_xp?su to hugrll-rssléarea
Metrics
- Engagement Capability building
Targ ets Progress in clients’ status of responses to the transition risks SX talents KPI .

GHG emission reductions

Reduction targets associated with financing and investments (Scope 3)

Source: Mizuho Climate & Nature-related Report (2024)

HOLISTIC METRICS AND TARGETS SUPPORT TRANSITION STRATEGY

Metrics and Targets are an integral component

of Mizuho’s NZTP and have been designed to
enable ongoing assessment against plan strategy.
Although financed emissions is a key metric that
offers valuable insights, it is not a panacea and has
limitations in capturing the status and progression
of Mizuho’s NZTP. The bank has thus adopted

a holistic approach that seeks to enable real
economy transition through setting broad-ranging

metrics and targets such as “capturing business
opportunities” and “risk management” that align
with key strategic pillars. The approach effectively
tracks progress on the implementation of strategy
along with GHG emission reductions. Operational
metrics and targets are used to drive transition
plan execution and facilitate a PDCA (Plan-Do-
Check-Action) cycle to monitor the execution and
objectives of each strategic initiative.
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Figure 22: Overview of Mizuho’s metrics and targets

Transition plan Monitored metrics Targets
item
Net-zero GHG Scope 1 and 2 emissions Carbon neutral®” by FY2030
emissions Scope 1and 2 energy consumption (Carbon neutrality to be maintained
thereafter)
Scope 3 (financed emissions) Net zero by FY2050
- Electric power sector FY2030:138-232 kg CO,e/MWh
- Oil and gas sector FY2030:
Scope 1and 2: 4.2g CO2e/MJ
Scope 3:12%-29% reduction (Compared
to FY2019)
- Coal mining (thermal coal) sector Absolute emissions
-OECD economies: Zero by FY2030
-Non-OECD economies: Zero by FY2040
- Steel sector FY2030: 17%-23% reduction (Compared
to FY2021)
- Automotive sector FY2030:
Scope 1and 2: 38% reduction (Compared
to FY2021)
Scope 3: 31%-43% reduction (Compared
to FY2021)
- Maritime transport sector FY2030: Portfolio climate alignment
score 0% or less
- Real estate sector FY2030: 33-42 kg CO,e/m?
Capturing Sustainable finance Total for FY2019 to FY2030: JPY 100
business trillion

opportunities

(of which JPY 50 trillion is earmarked for
environment and climate-related finance)

Risk Outstanding credit balance of coal-fired Reduce the FY2019 amount by 50% by
management power generation plants FY2030, and achieve an outstanding
credit balance of zero by FY2040

Exposure to high-risk areas in transition Reduce over the medium to long term
risk sectors

Engagement Status of clients’ transition risk -
responses

Capability Sustainability Transformation talent KPI  FY2025:

building -Sustainability management experts - 1,600 experts

-Environment and energy sector
consultants

- 150 consultants

Source: Mizuho

37 “Carbon Neutrality” is used interchangeably with “Net Zero” in Japan. Japan’s Ministry of Economy, Trade and Industry
(METI has publicly confirmed this.
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GHG reduction metrics and targets drive
portfolio alignment with net-zero goals

Key metrics selected in relation to GHG emissions
are the reduction of Scope 1and 2 emissions,

as well as portfolio emissions arising from
Mizuho’s financing and investment activities
(Partnership for Carbon Accounting Financials’
Scope 3, Category 15).38 Mizuho is committed to
achieving net-zero in Scope 1and 2 emissions by
2030 through year-on-year reductions and net
zero in its Scope 3 emissions by 2050. Interim
(2030) sectoral targets are in line with the NZBA
voluntary Target Setting Guidance and have been
set for electricity, oil and gas, coal mining (thermal
coal), automotive, maritime transportation, steel,
and commercial real estate.

Mizuho has taken a lead among Japanese banks
in calculating and disclosing its exposure and
financed emissions for 19 sectors based on TCFD
voluntary recommendations and other global
guidance (Figure 23). Mizuho uses the information
to isolate significantly impacted sectors and
strategically establish shorter- and medium-

term emission reduction targets, and adjusts its
operations and plans accordingly. Credit exposure
for high-risk sectors, including year-on-year
change, is also measured and disclosed in the
TCFD Report, providing internal insights on credit
risk while offering increased accountability and
transparency to enhance external stakeholder and
investor confidence.

Figure 23: Measuring financed emissions across 19 sectors supports targeted action

[Loan] Financed Emissions [Investm(_ent! Data Quality
Financed Emissions Score Number of |Measure-
FY2020 FY2021 FY2022 FY2022 (FY2022) measured | ment
Invest- companies/ | coverage
Scope | Scope | Scope | Scope | Loan Scope Scope ment | Scope | Scope  S€Op | SCOP | e | e
1,2 3 1,2 3 |balance 1,2 3 nelenes | 2 3 e e | (FY2022) (FY2022)
(MECOz) | (MICOz€) | (MCOz2) | (MCO2¢) | (Bn $) | (MtCO.e) | (MtCO,e) (Bn'$) (MtCOz) | (MtCO2€) 1,2 3
Power Utilities 51.6 265 466 208 41.3 I 45.6 I 20.1 10 08 07 22 26 516 98%
oil & gas™ 441 766 139 764 232 I 13.0 l 56.6 03 02 08 29 31 253 82%
steel® 234 139 211 13.9 11.3 I 15.3 ’ 8.5 0.8 1.0 0.5 23 25 225 100%
Capital goods 24 609 24 1028 37.0 1.7 l 96.1 4.8 0.2 5.6 23 2.8 2,365 98%
Chemicals 8.6 320 8.0 208 27.0 l 8.0 I 235 1.7 0.5 1.8 2.2 2.8 995 97%
Automotive 19 61.7] 21 370/ 36.6 2.2 l 78.0 18 03 3.1 21 26 1218  98%
Coal’® 11 13| 02 14 0.2 0.2 0.6 00 00 00 33 33 8  100%
Metals and mining 2.1 121 2.1 12.4 9.2 1.5 | 10.2 0.4 0.0 0.2 25 29 726 97%
Maritime transport® 57 41 18 94 5.6 3.7 3.7 04 03 02 35 36 187 74%
Packaged food and meats 38 6.4 23 4.0 10.2 3.2 | 9.3 1.5 0.2 21 3.0 3.3 789 98%
Cement 3.3 22 3.0 0.4 1.4 3.0 0.7 0.1 0.2 0.0 2.2 2.7 73 82%
Paper and forest products 22 22 22 26 4.1 2.2 22 0.2 0.1 0.1 25 3.2 246 100%
Construction materials 2.0 1.7 1.2 1.3 21 1.4 1.2 0.1 0.1 0.1 22 28 103 96%
Aviatioin 1.2 1.3 1.2 0.8 2.7 1.1 0.4 0.0 0.0 0.0 1.7 2.2 29 88%
Real estate” 02 09 04 24/ 699 0.4 2.8 27 00 041 29 31 3183 9%
Rail transportation 0.4 0.5 0.4 1.2 9.2 0.4 0.5 23 0.1 01 25 32 89 99%
Agriculture 0.4 1.7 0.3 0.5 0.8 0.5 0.8 0.1 0.0 0.0 2.8 4.0 15  100%
Beverages 0.2 0.6 0.2 0.5 25 0.2 0.6 0.2 0.0 0.1 26 31 97 98%
Insurance 0.1 0.2 0.0 0.0 3.8 0.0 0.1 0.6 0.0 0.0 20 25 34 94%
19 sectors total 154.9 306.7| 109.5 308.6/ 298.1 103.6 315.9 19.0 39 155 25 29 11,151 94%
Others™ - - 7.0 471 160.8 6.9 66.2 26.2 0.4 25 2.7 3.1 10,314 79%
Total - - 116.5 355.8| 458.9 110.4 382.0 452 43 18.0 26 29 21465 88%
Residential mortgages _ _ _ 46.8 0.4 _ _ _ _ 4.0 319,641 82%

38 PCAF Global GHG Standard.
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*1. Companies / projects: Excludes clients and projects without a loan balance as of the base date and

clients without measured financed emissions.

*2. Measurement coverage percentage: The percentage of financed emissions that we were able to
measure from the targeted loan amounts in each sector.

*3. Regarding sectors for which Mizuho has set Scope 3 medium-term targets, the measured financed
emissions above cover entire value chains, whereas the medium-term targets cover only part of
value chains. (Examples: The medium-term target for oil and gas covers upstream production
businesses (including integrated oil and gas businesses); the medium-term target for coal covers

thermal coal mining)

*4, Scope 3 emissions in the automotive sector increased compared to the previous year due to the
improvement in data accuracy during the process of setting Mizuho’s medium-term targets.
*5. Other sectors: Represents the total for sectors that do not fall under the 19 sectors, such as

telecommunications, finance, retail, and services.

Source: Mizuho Climate & Nature-related Report (2024)

Skills and
Culture

(LELENELR]  Products &

. Governance
Services

Strategy

Plan execution metrics and targets guide
implementation

In addition to GHG reduction, Mizuho’s transition
plan includes metrics and targets focused

on capturing business opportunities, risk
management, engagement, and building internal
capability. Together, these components monitor
progress and guide plan implementation.

Mizuho seeks to develop business opportunities
with clients to support their necessary structural
transformations to a more sustainable future

by providing both financial and non-financial
solutions. An ambitious sustainable finance target
of JPY 100 trillion by 2030 has been set, with half
earmarked for environment and climate-related
finance including green, transition and sustainable
financing.®® By the end of FY2023, JPY 31 trillion
had been achieved (from its 2019 baseline).

Clients and
Portfolio
Companies

Engagement

Strategy

Risk management is based on Mizuho’s balance
of exposure to coal-fired power generation

and high-risk areas within transition sectors. Its
target is to halve its 2019 outstanding balance by
2030 and achieve a zero outstanding balance by
2040. Further risk reduction for high-risk sectors
and strengthened risk control in carbon-related
sectors will be guided by its regularly reviewed
Environmental and Social Management Policy for
Financing and Investment Activity.

Strengthening client engagement to support
their transition toward a net zero-aligned future
will utilize the recently enhanced two-axis risk
control framework“® which evaluates risk based
on the clients’ sector and the status of their
responses to transition risks. Engagement efforts
are increased for higher-risk clients with a focus
on managing transition risks, disclosing progress,

39 Includes eligible projects under Mizuho’s Green Bond Framework and other programs, as well as financing that contributes to
addressing climate change. A breakdown of Mizuho’s sustainable finance performance can be found on p.84 of Mizuho’s Climate &

Nature-related Report 2024.
40 Figure 39 of Mizuho’s Climate & Nature-related Report 2024.
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and supporting early-stage business structural
transformations. Mizuho has seen steady progress
amongst its clients but will assess its relationships
with those unwilling to address transition risks or
formulate a transition strategy after one year of
engagement.*!

Mizuho is committed to assist clients in their net-
zero transitions through enhancing its internal
capabilities by upskilling its workforce, and

ultimately supporting a wider market transition.

It targets the cultivation of 1,600 internal
sustainability management experts (relationship
managers who have obtained recognized
certifications) and 150 environment and energy
sector consultants by the end of FY2025. Notable
progress has been achieved on both targets while
also enhancing staff subject matter knowledge and
practical skills for effective client engagement.

METRICS AND TARGETS ASSESS AND SUPPORT CLIENT TRANSITIONS

Clients and
Portfolio
Companies

Engagement ([EGENEGRY  Products &

Services

Strategy Strategy

Mizuho’s foundational approach relies directly

on metrics and targets to support transition
progress of its broad client base in Japan and
internationally. Assessing and categorizing clients
transition status manages associated risks and
supports positive transformation within high-
emitting sectors.

3

As the transition path differs for every client
depending on factors such as sector, region,
and size, Mizuho is working to foster a common
understanding that recognizes differences and
uses client engagement to co-create transition
solutions. Priority is placed on championing a
progressive shift from the client’s initial status
to 1.5 degrees C aligning and subsequently, 1.5
degrees C aligned.

41 Figure 41 of Mizuho’s Climate & Nature-related Report 2024.

In FY2022 and FY2023, Mizuho had provided
JPY 0.8 trillion in transition finance, which covers
arranging transition and transition-linked loans
and underwriting of bonds.*?> As the lead arranger
for a JPY 120 billion syndicated transition-linked
loan to an electric power generation company

in 2023, Mizuho set a sustainability performance
target (SPT) for the company to halve the carbon
emissions produced from its electricity retail
business by 2030, as compared to 2013. The
proceeds are to be utilized for decarbonized
power sources such as renewable energy or
nuclear power, and critical measures such as the
strengthening and upgrading of electric power
networks.

Mizuho’s NZTP serves as a comprehensive
articulation of its stance on climate change

for both internal and external stakeholders.
Recognizing the need for the broader ecosystem
to share purpose and direction in addressing

the collective challenge, the plan is used
collaboratively to guide the bank toward achieving
its sustainability ambitions.

42 Defined based on global guidance including ICMA’s climate transition finance handbook.
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Metrics and Targets

Component: Metrics and Targets — UOB

Example 8: United Overseas Bank Limited - Interim sectoral targets covering majority of corporate

lending portfolio support real-economy transition
Sub-sector: Banking

Metrics and targets

Recommendation: Establish a suite of metrics
and targets to drive execution of the net-zero
transition plan and monitor progress of results
in near, medium, and long term. Include metrics
and targets focused on aligning financial
activity in support of the real-economy net-zero
transition, on executing the transition plan; and
on measuring changes in client and portfolio
GHG emission.

United Overseas Bank Limited (UOB) is
headquartered in Singapore, with banking
subsidiaries in China, Indonesia, Malaysia, Thailand,
and Vietnam. It operates a global network

that spans 19 countries and territories in Asia-
Pacific, Europe and North America. UOB has
three core business segments — Group Retail,
Group Wholesale Banking, and Group Global
Markets — that provide a wide range of financial
services including consumer, private, commercial,
corporate, and institutional banking.

In support of regional and global decarbonization
efforts and in alignment with its corporate
purpose to build the future of ASEAN, UOB

joined the Net Zero Banking Alliance (NZBA) in
October 2022, concurrently publishing its net-
zero commitment and interim targets across six
key sectors in its transition report Forging Our
Net Zero Future. UOB is using NZBA voluntary
technical guidance and engagements with the
broader net-zero community to build internal
capabilities.

A comprehensive review was initiated in 2023

to ensure UOB’s existing processes and internal
operating model were optimized to deliver on

its net-zero commitment. The review provided
the foundation for an operationalization program
that covers 10 core aspects across governance,
risk management and business policies and
processes, as well as capabilities and culture
(Figure 24). A multi-year and multi-stakeholder
project, UOB’s operating model is regularly
reviewed and adapted to emerging challenges
and opportunities. Net-zero transition planning
is a bank-wide effort, with target setting a
foundational element. The operationalization and
commercialization of targets and commitments
are critical levers to align sustainability with
overall strategy.
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Figure 24: UOB’s net-zero operating model covers 10 key components
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Source: UOB Forging Our Net Zero Future progress report (2022)

TARGET SETTING FOR KEY HIGH-EMITTING SECTORS DRIVES REAL-ECONOMY
DECARBONIZATION

Alongside its initial 2050 net-zero commitment, UOB has set interim targets across six priority sectors
(power, automotive, real estate, construction, steel, oil and gas) to support the transition of the real
economy, using 2021 data as the baseline (Figure 25).

Figure 25: Summary of UOB’s interim and long-term targets for six key sectors

Sectors 2030 2050
Reduce emissions intensity by: Reduce emissions intensity by:

Power 64% 98%

Automotive 58% 100%

Real Estate 36% 97%

Construction 31% 85%

Steel 20% 92%

Oil and Gas Stop new project financing for upstream oil and gas projects approved after 2022
Source: UOB
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The six sectors span two key emitting ecosystems
(energy and the built environment) that are
amongst the most important and interconnected
sectors to achieve net zero. In particular, the
supply of fossil fuels (coal, oil and gas) is
responsible for 73% of direct emissions globally;
while the power, automotive, real estate,
construction and steel sectors, through their use
and creation of electricity, vehicles, iron, steel and
buildings, account for 67% of global emissions
arising from fossil fuel combustion.** These
sectors are material contributors to regional GHG
emissions and make up approximately 60% of
UOB'’s corporate lending portfolio.

UOB considered three key principles in prioritizing
sectors for target setting: 1) emissions materiality:
(“brown” sectors with the highest GHG emissions
and criticality for achieving climate goals); 2)
sector abatement horizon (sectors with the largest
expected decline in GHG emissions in coming
years); and 3) portfolio materiality (sectors
representing a significant portion of UOB’s
corporate loan book, in which it has the greatest
potential to effect change).

Methodology and data considerations

UOB'’s approach to target setting is guided by
science and global transition guidance, including
voluntary guidance published by GFANZ.*4 While
globally available Paris-aligned pathways provide
useful references, UOB determined the pathways
generally do not consider regional challenges
and are often not realistically applicable across
all sectors in ASEAN. As such, UOB took the
approach of basing some sectoral targets on
regional pathways described by internationally
recognized climate models (such as NGFS
REMIND, NGFS GCAM, CRREM“%), while also
constructing bottom-up reference pathways
using the above models to ensure region-specific
challenges and nuances that support a just
transition are considered.

Establishing a baseline and measurement of Scope
3 financed emissions (clients’ emissions and/

or emissions intensity) is a critical first step in
target setting, but is often challenging due to data
limitations. While standards for carbon accounting
and disclosure are increasingly adopted globally
by larger corporations, adoption is nascent for
small and medium enterprises (SME) that form a
significant portion of UOB’s portfolio. A significant
number of UOB’s SME clients do not report such
information and the issue is further complicated

if client operations span multiple countries and
business lines. UOB provides financial support at
both headquarter level (where reporting is more
commonly available) and in specific geographies
and activities (where data is rarely reported). As a
result, utilizing the headquarter-level numbers may
result in material miscalculations.

UOB addressed this issue by considering a
combination of additional data sources (in order of
priority):

1. Company-reported emissions data aggregated
in established independent databases;

2. Company-reported emissions data sourced
directly from clients’ climate disclosures;

3. Information of country-specific activity and
sales information (e.g. the split of EVs versus
ICE vehicles sold within country, to derive
company-level data);

4. Bottom-up estimations of energy consumption
using the company’s asset-level data;

5. Proxies based on country or sector averages
as a fallback, in scenarios where the above
data collection and estimation methods are
unavailable.

Referencing PCAF’s guidance“®, UOB’s selection
of data sources gives preference to company
reported data and asset-level calculations, while
providing a hierarchy for different fallbacks to
ensure consistency across data sources. For data
accuracy and quality, physical-based proxies are
preferred to economic-based proxies.

Target setting was done via a five-step approach,
detailed below in Figure 26.

43 University of Oxford, Our World in Data - Emissions by sector, 2020.

44 GFANZ.Sectoral Pathways for Financial Institutions, 2022.

45 NGFS, Guide to climate scenario analysis for central banks and supervisors, 2020; CRREM; IEA, Global Energy
and Climate Model Documentation, 2023; Mission Possible Partnership Sector Transition Strategies.

46 Partnership for Carbon Accounting Financials (PCAF) Standards.
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Figure 26: UOB’s approach to target setting

Our five-step approach to target-setting
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Source: UOB Forging Our Net Zero Future report

UOB believes that its approach to target setting The first annual progress report published in
provides the most accurately available estimate October 2023 indicated a decline in emission
of client emissions and/or emissions intensity. intensities across five sectors for the previous
As it works with clients to encourage improved year, with the bank remaining 7-14% below the
disclosure and validate its estimates, UOB target reference pathways.

recognizes baselines may need to be restated or
targets recalibrated.
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METRICS AND TARGETS INFORM OTHER PLAN COMPONENTS AND SUSTAINABLE

FINANCE OFFERINGS

Roles,

Responsibilities Clients and

and Engagement :
Governance . Portfolio

Remuneration, Strategy Companies

Skills and

Culture

UOB’s transition target setting and

operationalization provide a foundation to track

and monitor progress, while supporting advice

and financing to clients. Its net-zero metrics and

targets have cascaded to governance, engagement

strategy and implementation transition efforts in

three main areas:

¢ Building a climate-focused dimension into the
bank’s risk appetite statement;

¢ Developing sector-specific commercial
strategies to support clients with their
transition journeys through sustainable finance
offerings; and

¢  Embedding climate considerations into
underwriting processes and strengthening ESG-
related due diligence.

A robust net zero-focused governance framework
has been established, in alignment with existing
sustainability governance efforts. Environmental
risk appetite and sector policies guide UOB’s
lending activities and support delivery of net-zero
commitments. Appropriate escalation processes
and clarity around roles and responsibilities for
ESG risk management by both business units and
dedicated teams further support the policies.””

Products

and Services,
Activities and
Decision Making

Implementation

Strategy

Priority is also placed on ensuring UOB’s
employees are equipped with climate-related
training and development. Essential changes

in employee behavior and their technology are
encouraged by developing clear climate-related
roles and responsibilities across all functions and
implementing targeted training plans.

UOB’s business strategy to support
decarbonization by target-sector clients includes
exploring new climate-related commercial
opportunities, including the financing of climate
solutions, supporting clients along the spectrum
of their alignment toward a net-zero pathway,
and the managed phaseout of high emitting
assets, where appropriate. Sustainable finance
frameworks have been developed for six sectors
(green buildings, smart cities, circular economy,
agribusiness, sustainable trade finance, and
transition finance) with a defined list of green and/
or social activities eligible for financing, to take
into account unique challenges, opportunities
and the available solutions (Figure 27). UOB then
works closely with clients to tailor specific use of
proceeds or performance targets, depending on
the type of sustainable financing instrument.

47 Further information available on UOB’s responsible financing webpage.
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Figure 27: Sector-driven sustainable finance frameworks and solutions
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UOB has also prioritized finding solutions for SMEs
that make up 97% of Southeast Asia businesses

to help them monitor and report data to meet
increasing regulatory requirements. Findings

from SMEs surveyed in the region indicate that
sustainability is important to their businesses,

but only a minority have started implementing
sustainable practices, with many citing insufficient
knowledge as a key barrier.#®

To assist SME clients that lack the resources or

capacity to calculate their GHG emissions or
develop transition plans, UOB has developed

48 UOB Business Outlook Study 2023.
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targeted initiatives to provide support on a
larger scale. They include: U-Series (connecting
businesses to service providers to drive adoption
of sustainable practices); UOB Sustainability
Compass (an online customized reporting tool
that offers actionable insights); and UOB FinLab’s
Sustainability Innovation Program (training
program focused on topics such as energy
efficiency, sustainable finance, renewable energy
certificates, sustainable packaging, carbon
management and sustainability reporting).*®
Meaningful collaborations with clients to support
ecosystem decarbonization across their value
chains are also explored.

49 UOB Sustainability Compass and UOB Finlab Sustainability Innovation Program.
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Governance

Component: Roles, Responsibilities and Remuneration, Skills and Culture — Prudential

Example 9: Prudential — Robust climate-governance incentivizes management and empowers staff

Sub-sector: Asset Owner

Roles, responsibilities, and remuneration
Recommendation: Define roles for the

Board or strategy oversight body and senior
management ensuring they have ownership,
oversight, and responsibility for the net-

zero targets. Assign appropriate individuals
and teams to all aspects of both design and
delivery of the transition plan. Use remuneration
incentives for all roles, where possible. Review
the transition plan regularly to ensure material
updates/developments are incorporated;
challenges are reviewed as an opportunity to
correct course; and implementation risks are
properly managed.

Skills and culture

Recommendation: Provide training and
development support to the teams and
individuals designing, implementing, and
overseeing the plan so that they have sufficient
skills and knowledge to perform their roles
(including at the Board and senior management
level). Implement a change management
program and foster open communications to
embed the net-zero transition plan into the
organization’s culture and practices.

Prudential plc provides life and health insurance
for 18 million customers across 24 markets in Asia
and Africa. A long-term steward of more than
US$220 billion of client assets, Prudential engages

in responsible investment and applies ESG
considerations into investment decisions as well as
its fiduciary and stewardship duties.

Prudential joined the Net Zero Asset Owner
Alliance (NZAOA) in 2021 to stay informed

about leading responsible investment practices
while supporting awareness of the need for
global standards to reflect emerging market
contexts. Experience operating in diverse markets
across Asia and Africa underlines its belief in

a thoughtful and adaptable approach to the
low-carbon transition. Prudential’s pursuit of
sustainability reflects market-tailored efforts that
capture opportunities, while understanding local
challenges and addressing specific transition risks.

Prudential’s inaugural Climate Transition Plan
(CTP) published in March 2023 references global
frameworks®® and takes a phased approach that
addresses both investments and operations
(Figure 28). It sets out the foundations to its
approach, including a long-term net-zero pledge,
interim targets, objectives and priorities, and areas
where further work is needed. Its implementation
and engagement strategy— covering responsible
investment, industry engagement and advocacy,
products and services and operations—is further
detailed, alongside key climate metrics and
governance efforts. An update of climate-related
targets was published in Prudential’s recent FY23
Sustainability Report, which acts as an interim
update of the CTP.

50 Glasgow Financial Alliance for Net Zero: Financial Institution Net-zero Transition Plans- Fundamentals, Recommendations, and
Guidance and Supplemental Information; Transition Plan Taskforce (TPT): The Transition Plan Taskforce Disclosure Framework and
supplementary Implementation Guidance; TCFD: Guidance on Metrics, Targets and Transition Plans; CDP Technical Note: Reporting
on Transition Plans; The Grantham Research Institute on Climate Change and the Environment: Making Transition Plans Just.
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Figure 28: Prudential’s journey and approach to net zero by 2050

Figure 3: Phased approach to achieving net zero
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Source: Prudential Climate Transition Plan (2023)

Led by Prudential’s Group Sustainability
function, the CTP is a result of cross-functional
collaboration with other internal teams such

as responsible investment, finance and risk.
Prudential’s management and board provided
input and oversight throughout the development

2040 2050

net zero

“Net Zero Asset Owner Allance (NZAQA), of which we are a member

process, and both continue to monitor progress
against the plan. The inaugural plan is intended
to be utilized as an engagement and feedback
mechanism as Prudential further develops its
climate-related targets.
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ROBUST GOVERNANCE PROMOTES RESPONSIBILITY AND FOSTERS COMMITMENT

Prudential’s leadership at both board and
management level places great emphasis on
governance for sustainability matters, including
climate change.

Board

The Board is responsible for determining
overall strategy and priorities, including climate
change and other sustainability matters.

The Board’s Group Risk Committee (GRC)
oversees environmental and climate-related
issues, including progress against net-zero
targets and other climate-related investment
commitments. The GRC is also responsible for
external sustainability disclosures, including
TCFD voluntary reporting. The GRC advises the
Board Remuneration Committee on climate-
related considerations to be applied to executive
remuneration, to ensure remuneration is
structured to encourage a culture and conduct
of managing risk, and taking climate action. It is
further supported by other board committees
responsible for specific aspects of sustainability
matters. Policies and processes such as those
related to major capital expenditures, acquisitions,
and divestitures are structured to consider their
potential impacts on the Group’s sustainability
strategy, to support the Board in its duties.

The GRC receives updates on climate-related
issues from management at least twice each year.
It then makes recommendations and obtains
relevant approvals from the Board. In 2023, the
Board approved Prudential’s interim portfolio
emissions reduction target - a 55% reduction

of weighted average carbon intensity (WACI)
from the 2019 baseline. It also approved an
internal capital mobilization target to support
the commitment to financing the transition in
emerging markets.

Management

Prudential’s management oversees sustainability
activities, including the impacts of climate

change and TCFD reporting, through a Group
Sustainability Committee (GSC). The committee

is led by the Chief Financial Officer and includes
the Chief Risk and Compliance Officer, Chief
Investment Officer, Chief Corporate Affairs Officer,
Chief Human Resources Officer, along with senior
representatives from the asset owner and asset
management businesses, including the chief
executives of Eastspring and Prudential Singapore.
The GSC manages key sustainability issues through
a multi-disciplinary approach that includes regular
engagement with regional leads to facilitate
understanding of Asia-specific information and

to ensure decisions reflect local challenges and
nuances. It met five times in 2023.

Responsible investment activities are overseen

by the Group Investment Committee (GIC)

which is chaired by the Group Chief Investment
Officer and driven by the Group Responsible
Investment Working Group (GRIWG). Operational
responsibilities have been delegated to the
GRIWG, which also serves as a regular forum for
discussing responsible investment approaches and
monitoring progress toward decarbonizing the
Group’s investment portfolio.
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Figure 29: Prudential’s sustainability governance structure

Prudential plc Board

Oversees all aspects of sustainability, including strategy and key priorities. Provides rigorous challenge to management on progress against goals and

targets and ensures that the Group maintains an effective risk management framework, covering climate-related risks and opportunities.

Oversight over specific sustainabilityand climate matters are delegated to Board level committees

Risk Committee Responsibility and

+ Oversees ESG and climate- Sustainability Working Group

related issues - including risk
management and
implementation of commitments
+ Responsible for sustainability
disclosures e.g. TCFD reporting

« Oversees integration of the
Group’s sustainability strategy
into customer, culture, digital,
people and community matters.

Audit Committee Remuneration Committee

« Oversees the Group’s Annual
Report and Accounts (which
includes the Sustainability
Report).

* Oversees whistleblowing
matters

« Supports the Group’s
sustainability strategy through
aligning incentives to the
Group’s sustainability targets.
Advised by the Risk Committee.

Informing

Group Sustainability Committee
Oversees sustainability matters that are material to the Group, including
climate change, through a multi-disciplinary approach

Chief executive and management team

Responsible forimplementation of the Group’s sustainability strategy

Group Responsible Investment Working Group (GRIWG)

Has operational responsibilities over Rl activities, including monitoring progress of Scope 3 portfolio decarbonisation

Group Investment Committee (GIC)

Oversees Group-wide investment performance and risk exposures, including
responsible investment (RI) activities

Local businesses
Supports the implementation ofthe Group’s sustainabilityand climate strategy

Source: Prudential plc Sustainability Report (Dec 2023)

The Group Sustainable Finance Committee (GSFC)
was recently established to oversee and manage
certain issues and processes susceptible to
greenwashing risk, through ensuring transparency
and consistency in Prudential’s definition and
approach to sustainable finance and qualifying
investments.

Prior to this, a cross-functional taskforce had been
established to improve internal awareness and
understanding of greenwashing risk, and identify
key areas of exposure. To ensure consistency with
emerging best practice, this work was informed
by external sources, including the IAIS Application
Paper on the Supervision of Climate-related

Risks in the Insurance Sector, EU Proposal for a
Directive on Green Claims (2023/0085(COD)), EU
Taxonomy Regulation (EU 2020/852), SFDR Level
2 (EU 2022/1288), and Green Finance Industry
Taskforce (GFIT)’s paper on identifying a green
taxonomy and relevant standards for Singapore
and ASEAN. The taskforce determined the
characteristics of greenwashing by considering
the different ways and avenues it could occur,
potentially impacted stakeholders and the format

which it could take (e.g. products, labels, brand

names). The insights gained were shared with risk

management staff through group-wide training
initiatives, and informed subsequent revisions

of Prudential’s internal fund policies. The GSFC
currently oversees Prudential’s qualification and
monitoring of transition finance investments, with
the strategy approved by the GIC.

Adopting remuneration linked-incentives and
enhancing capacity

Sustainability has been included as a strategic
priority for Executive Directors since 2022, and
remuneration is used to incentivize progress

on climate change. Carbon-reduction targets
aligned with updated WACI targets have now
been attached to their Prudential Long Term
Incentive Plan (PLTIP) awards for three annual
cycles. Sustainability metrics comprise 10% of
the total 2024 Executive Director’s PLTIP award,
with 5% linked to carbon reduction and 5% linked
to gender diversity. Viewing decarbonization

as a cross-functional and collaborative effort,
rather than a solo one, the target is based on the
Prudential Group’s overall progress on emissions

Sunoday
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reduction. The Remuneration Committee has also
adopted a transition finance underpin target for
the carbon reduction component of the PLTIP
award. This underpin takes into account the value
of qualifying investments that will contribute to a
low-carbon future.

Prudential is targeting all people-managers to
have sustainability linked KPIs by 2026. This
commenced in 2024 with senior team members
who hold leadership positions across key
functions.

To empower its staff to deliver on sustainability
commitments, Prudential provides sustainability-
related training and capacity building. Climate
capacity building sessions delivered to the GRC
have been expanded to include local boards
across different jurisdictions. A foundational
sustainability training module has also been
introduced across the entire organization and is
mandatory for people-managers (who make up an
estimated 28% of the organization). Other training
includes a climate-focused webinar series for risk
teams and a responsible investment workshop
tailored to the investment leads of regional
business units.

CLIMATE GOVERNANCE THAT SUPPORTS OVERALL OBJECTIVES AND PRIORITIES

Clients and
Portfolio
Companies

Objectives and
Priorities

Foundations Engagement

Strategy

Prudential recognizes the critical role climate
governance plays in informing strategic direction
and ensuring accountability. Board oversight
of all sustainability matters, including climate
change, alongside the organization’s overall
strategy, enables integration and alignment
with its overarching objective to be the most
trusted partner and protector for current and
future generations. This governance approach
promotes responsibility and provides direction
on the relevance, ambition and management
of Prudential’s climate-related strategy and
targets. Reporting lines to the specific board
and management committees drive net-zero
implementation efforts.

Prudential considers net-zero transition planning
to be a critical process and an occasional
precondition to considering relevant financing
opportunities. An internal framework on
transition finance that refers to GFANZ’s four
voluntary financing strategies® and other regional
taxonomies and transition finance guidelines (e.g.
ASEAN Taxonomy) is currently being developed,
and transition planning will be a key topic of
engagement with companies who constitute

65% of Prudential’s absolute carbon emissions.
Other critical topics of engagement to accelerate
decarbonization progress include improving
disclosure, net-zero target setting, adapting of
business models and financing of green projects.

Prudential’s asset manager, Eastspring
Investments, further engages with portfolio
companies on its behalf through thematic
engagement, investor collaborative engagements
and investment-led engagements. In 2023,
Eastspring had conducted 875 engagements with
portfolio companies.

51 Climate solutions, Aligned entities, Aligning entities and Managed Phaseout. From GFANZ. Recommendations and

Guidance on Financial Institution Net-zero Transition Plans, 2022.
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For more information, please visit gfanzero.com



