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1. AUEP at a Glance!

/ focus
companies

6 meetings
with companies

between August 2022 and July 2023

360 GW
electricity
generation

total capacity of all focus companies?

19 investor
participants

with atotal of USD 12 trillionin assets
undermanagement or advice

3 meetings with
regulators and
policymakers

199 GW Coal
Generation
Capacity

total of all focus companies?

1 Allnumbersinthissection,andthroughout thereport, are validbetween August 2022 - July 2023

2 Dataasoftheendof2022,obtainedfromeachcompany’sdisclosure, suchas

anannualreport,integratedreport

orsustainability report. For CRP, the company’s annualreport does not disclose the coal capacity but only thermal
power capacity, whichmightinclude naturalgas as well. The numberhasbeenroundedto the nearestdecimal point

forconsistency.



2. Summary and Progress
Highlights

The Asialnvestor Group on Climate Change (AIGCC) launched the Asian
Utilities Engagement Program (AUEP) in June 2021. Its goalisto increase the
effectiveness of climate engagementin utility companies throughacommon
agenda and collaborative effort, with the consistent, long-term shared
objective of sending a powerful signal: investors are asking and expecting that
companiesrespond to climate change with greater urgency and ambition to
ensure jobs are created, livelihoods are protected, and returns are sustainable
over thelong term as economies transition. The program complements and
runs in parallel with the global Climate Action 100+ initiative.

The AUEP is supported by 19 investors (all AIGCC members), with combined
assets under management oradvice of USD 12 trillion, who engage with
seven focus companies based in five different Asian markets. Based on the
key insights into trends affecting Asian electric utilities outlined by Investor
Expectations of Asian Electric Utilities Companies, published by AIGCC in
December 2020, the common agenda forengagement was focused on five
areas: governance, decarbonisation strategies with coal and gas phase-out
timelines, disclosures, physical risks and public policy engagement.

The utility sectoris fundamentalin an economy’s decarbonisation, given
itsinterrelation with other sectors such as heavy industry, transportand

real estate. Hence, there is a need for utility companies to take upfront
actiontowards a2030 targetinline with the 1.5 degrees pathway. Investor
engagement with Asian electric utilities will play a key role in climate change
mitigation given the sector contributes over 20 per cent of global greenhouse
gas emissions and has ayoung asset-age profile of about 14 years (versus an
average economic lifetime of 46 years?®).

Since the beginning of the initiative, the collaborative engagements have
been progressing well. Inthe first year, investors focused on the companies’
decarbonisation strategies, especially their future electricity generation
planning, and on the management and phase-out of coal-fired power plants.

During the second year (August 2022 - July 2023), investorsincreased
discussion on climate governance of the companies, including
executive-linked remuneration, and continued discussion of credible
decarbonisation strategies.

3 IEA(2022),Coalin Net Zero Transitions, |EA, Paris https://www.iea.org/reports/coal-in-net-zero-transitions,



https://www.climateaction100.org/
https://www.aigcc.net/wp-content/uploads/2020/12/Asia-Utilities-IE-final.pdf
https://www.aigcc.net/wp-content/uploads/2020/12/Asia-Utilities-IE-final.pdf
https://www.iea.org/reports/coal-in-net-zero-transitions

2.Summary and Progress Highlights

The key progress highlights of the engagementin this secondyearinclude the following:

Strategy: early retirement of coal plants

Although CLP Holdingsis the only AUEP focus company
thathas outlined aphase-out schedule forcoal-based
assets by 2040, otherfocus companies, suchas
TenagaandPLN, are catchingup. Bothcompanies have

selectedseveral coalplants forearly phase-outs (these
aretoretire earlierthanthe dateinthe power purchase
agreement). PLN has also committed to not building any
new coal projects.

Strategy: increased ambition to expand renewable energy portfolios

Inamore detailed transition planissuedin 2022, Tenaga
announced that they aim to grow the company’s
renewable energy portfolio, including expanding the
focus market, especiallyin solarenergy, offshore wind,
and battery storage. Thisincludes targeting 14.3 GW

capacity by 2050 witha USD 7 billion equity investment.
PTPerusahaanListrik Negara (PLN) also aims to develop
morerenewable energy power plants as part of its six
strategicinitiatives to supportits existing goal of net zero
emission by 2060.

Governance: linking executive remuneration to climate metrics

Anincreasingnumber of companies areincorporating
climate and sustainability into directors and executives
renumeration. Thisyear, Japanese utilities Chubu Electric,
JERAand J-POWER stated that they are considering linking

Beyondthe engagement meeting withthe companies, AIGCC
alsoheldaseries ofin-personandhybrid policy-engagement
sessionswithregulatorsin multiple markets, including
Indonesia, Japan and Malaysia. Roundtable discussions
highlighted the key areas of policy supportrequired to
advance the agendaoutlinedin/nvestor Expectations of
Asian Electric Utilities Companies. Theseroundtables have

facilitated active dialogues among policymakers, institutional
investors and corporatesineach of these markets on some of
the more challengingissues of energy transition.

theirdirectors’ compensationto environmental, socialand
governance (ESG)indicators. Similarly, Tenaga Nasional
announced that the key performance indicator (KPI) of
theirtop managementis linked with ESG metrics.

Thisreportwill discuss some of the keyissues that the Asian
utilities sectorfaces and will give ahigh-level snapshot of
the progresstodate of engagement with the sevenfocus
companies. AIGCClooks forwardto furtherengaging with

all stakeholdersinAsia’s energy transitioninthe comingyears.


https://www.aigcc.net/wp-content/uploads/2020/12/Asia-Utilities-IE-final.pdf
https://www.aigcc.net/wp-content/uploads/2020/12/Asia-Utilities-IE-final.pdf

3. The Electric Utilities

SectorinAsia

The Background

Theurgency of addressing climate change hasincreased
rapidly andisnow atanunprecedentedlevel. The
Intergovernmental Panelon Climate Change (IPCC) Sixth
Assessment Synthesis Report (AR6)* clearly states that global
greenhouse gas emissions have continuedtoincrease,

with ongoing contributions fromunsustainable energy use.
Limitinghuman-caused globalwarmingrequires net-zero
CO, emissionsby 2050 at the latest. To achieve this, all
globally modelled pathways thatlimit warming to 1.5°C with
no orlimited overshoot show that deep, rapid,immediate
greenhouse gas (GHG) emissionsreductions are required
inall sectors during the current decade. The latest findings

of theInternational Energy Agency (IEA)on CO2 emissions®
arethatin2022, globalemissions from coal-fired electricity
and heat generationgrew by 224 Mtor2.1percent, led by
emerging economiesinAsia. Therefore, itis critical toengage
Asian electric utilitiesinorderto achieve globalnet-zero CO,
emissionsin2050.

Benchmarking and Tracking Progress

Theinvestor-led AUEP waslaunchedinJune 2021to
engageAsia’s systemicallyimportant electric utilitiesin
cutting emissions, strengthening disclosure and improving
governance of climate-relatedrisks. Through the program,
investors are working toincrease the effectiveness of climate
engagementwith the focus companies by usingacommon
agenda, shared objectives and collaborative effort.

Participantsinthe AUEP agree toacommon engagement
agendabasedonAlIGCC’s Investor Expectations of Asian

Electric Utilities Companies andintend to work with the

boards andseniormanagement of these companies to
encourage themto commit to the following measures:

o GOVERNANCE: Implementastrong governance
framework that clearly articulates the board’s
accountability forand oversight of climate changerisks
and opportunities.

o« DECARBONISATION STRATEGY AND SCENARIO STRESS
TESTING: Take actiontoreduce GHG emissionsinline
with the Paris Agreement. Companies should have clear
decarbonisation strategies with short-, medium-and
long-termactionplans,including timetables for phasing
out coal-based emissionsinlinewith1.5°C temperature
scenariossuchasthe [EANZE2050 scenario. This scenario
specifies thatadvanced economies have phased out
unabated coal powerby 2030 andthatithasbeenphased
outby 2040 atthelatestinall otherregions. Generation
using natural gas without carbon capture starts falling
by 2030 andis 90 percentlowerby 2040 compared
with2020.

o TRANSPARENCY & DISCLOSURE: Provide enhanced
corporatedisclosureinline withthe finalrecommendations
ofthe Task Force on Climate-Related Financial Disclosures.

o PHYSICALRESILIENCE: Outline physicalrisks andrelevant
adaptation strategies formitigating theserisks.

4 Intergovernmental Panelon Climate Change, AR6 Synthesis Report: Climate Change 2023 (March2023), https://www.ipcc.ch/report/sixth-assessment-

report-cycle/.
5 PublishedinMarch2023.



https://www.ipcc.ch/report/sixth-assessment-report-cycle/
https://www.ipcc.ch/report/sixth-assessment-report-cycle/
https://www.aigcc.net/wp-content/uploads/2020/12/Asia-Utilities-IE-final.pdf
https://www.aigcc.net/wp-content/uploads/2020/12/Asia-Utilities-IE-final.pdf
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« PUBLICPOLICY:Engage with public policymakersand
otherstakeholderstosupport cost-effective policy
measures that will mitigate climate-relatedrisks and
facilitate low-carboninvestmentsinline with achievingnet
zeroemissions by 2050 orsooner.

Inadditiontobenchmarkingandtracking the progress of
the engagementyviainvestorupdates, the annualinvestor
collaborative forum andyearly progressreports, the work
forandwithinthe AUEPisinformed by research from World
Benchmarking Alliance, Asia Research & Engagement,

Transition Zero and Carbon Tracker.

Recent Topics of Engagement

Coal Phase-OutPlan and Just Transition

A continuation of the key topic of engagement fromthe
previousyear, the coalphase-outplanandjusttransitionisa
priority agenda forthe AUEP. According to the latestresearch
by Wood Mackenzie,®around 55 percent of Asia’s power
supplyisstillgenerated fromcoal. Emerging economies,
including many Asian countries, have ayoung coal fleet. Early
retirement of these coal assetsinatransitiontorenewablesis
afocusformultiple stakeholders. Toimplement the median
1.5°C pathway describedinthe IPCC ARé, coal powerneeds
todrop globally by 87 percentby 2030, highlighting the
importance of thistopicinthe program. The discussionon
timeline forthe phase-out of thermal coal power plants

was discussedinallengagement meetings withcompanies
thisyear.

Thesediscussionsalsoinclude the topic of financing

mechanisms for early coal phase-outs, suchas the Just Energy

Transition Partnership (JETP). JETPis afinancing mechanismto

support coal-dependent developing countries to phase out
coalandtransitiontowards clean energy while addressing the
socialconsequences.Itlaunchedat COP26inNovember2021
andhasnow expandedtotwo Asian countries, Indonesiaand
Vietnam.” The Glasgow Financial Alliance for Net Zero, through
its APAC network, isalso developing guidance forfinancial
institutions onhow they canfacilitate the managed phase-out
of coal power generationinthe Asia-Pacificregion.®

In2023, AIGCC started anew working group on Energy
Transition forourmembers to buildinvestors’ capacity

and supportnavigating the evolving topics around energy
transitioninAsia. Thiswork streamis complimentary to AUEP
asthe targetcompanieslooktosetandimplement their
decarbonisationplansandrequiresinvestorsto actively

engageindiscussionsonthe adoption of newtechnologies,
early coalretirement, and transitionto clean energy.

AIGCC also bringinexternal experts and participatesinthe
development of frameworks, while encouraging peer-to-
peerlearning sessions.

Increasing Ambition for Renewable Energy
and Fast-Tracking Deployment

Specificengagementidentifyingroadblocks toincreasing
ambitionregardingrenewable energy targets for utilities
was discussed with several utilities. For countrieswho

have already committed tolong-term, ambitious targets,
investors soughtmore clarity onnearer-term plans to setup
infrastructure andtechnology supportto developrenewable
energy capacity atthe pacerequired to achieve those targets.
Malaysia, forexample, hascommitted to produce 70 per
centofitsenergy supply fromrenewable sources by 2050
and specified that betweennow and 2050, this willrequire
anestimated RM637 billion (approximately USD 149 million)in
newinvestmentsinitstransitiontorenewable energy.’

Investorshave beenkeentounderstandtheissuesbetter
toidentifyremedies where technical barriers toramping
uprenewable energy targets are cited. Research from
Bloomberg NEF, Climate Integrate and Transition Zero
continue to provide detailed analysis of theseissues.

The Role of Decarbonisation Technologies
and Their Supply Chains

Technology playsacrucialroleinenergy systemsreaching
netzero.Rapidincreasesinsolarandwind capacity have
beensupported by dramatic costreductionsinrecentyears.
However, Asian utilities with highreliance onfossil fuel-based
assets continue toinclude fossil fueltechnologies, suchas
ammonia co-firingwith coal,intheirkey decarbonisation
strategies. The discussions onthe feasibility of investing
inthese technologiesagainstincreasing ambition, targets
and utilisation of proven, lower-costrenewable energy
technology continue to be akey theme throughout the
AUEP engagements, particularly with Japanese utilities.

With Japan pushing forthe recognition of hydrogen

and ammonia aslow-carbon fuelsourcesthatcanhelp
decarboniseits powersector, therole of hydrogen—a
fuelthat doesnotproduce carbonemissions at the point
of combustionbut doesinproductionifusing coalor
gas as feedstock—has gained widespreadinterest.In
theirengagements, investors also ask utilities about the

6 GavinThompson, ‘SecuringAsia’s Energy and Natural Resources Future’, Wood Mackenzie, 31May 2023, https://www.woodmac.com/news/opinion/asia-

energy-natural-resources-future/.

7 Launchedon15November2022 (https://ec.europa.eu/commission/presscorner/detail/en/statement_22_6892)and 14 December2022

(https://ec.europa.eu/commission/presscorner/detail/en/statement_22_7724),respectively.

8 MonetaryAuthority of Singapore, ‘Public-Private Partnerships to Mobilise CapitalforNet Zero Transition’, 4 October2022, pressrelease, https://www.mas.
gov.sg/news/media-releases/2022/public-private-partnerships-to-mobilise-capital-for-net-zero-transition#1.

9 JunaidlbrahimandMahadirMonihuldin, ‘Renewable Energy Transition Needs RM637bilinNew Investments’, The Star, 13 July 2023, https://www.thestar.com.
my/news/nation/2023/07/13/renewable-energy-transition-needs-rmé37bil-in-new-investments.



https://www.worldbenchmarkingalliance.org/
https://www.worldbenchmarkingalliance.org/
https://asiareengage.com/
https://www.transitionzero.org/
https://carbontracker.org/
https://webarchive.nationalarchives.gov.uk/ukgwa/20230311221000/https:/ukcop26.org/six-month-update-on-progress-in-advancing-the-just-energy-transition-partnership-jetp/
https://webarchive.nationalarchives.gov.uk/ukgwa/20230311221000/https:/ukcop26.org/six-month-update-on-progress-in-advancing-the-just-energy-transition-partnership-jetp/
https://www.woodmac.com/news/opinion/asia-energy-natural-resources-future/
https://www.woodmac.com/news/opinion/asia-energy-natural-resources-future/
https://ec.europa.eu/commission/presscorner/detail/en/statement_22_6892
https://ec.europa.eu/commission/presscorner/detail/en/statement_22_7724
https://www.mas.gov.sg/news/media-releases/2022/public-private-partnerships-to-mobilise-capital-for-net-zero-transition#1
https://www.mas.gov.sg/news/media-releases/2022/public-private-partnerships-to-mobilise-capital-for-net-zero-transition#1
https://www.thestar.com.my/news/nation/2023/07/13/renewable-energy-transition-needs-rm637bil-in-new-investments
https://www.thestar.com.my/news/nation/2023/07/13/renewable-energy-transition-needs-rm637bil-in-new-investments
https://about.bnef.com/blog/japans-ammonia-coal-co-firing-strategy-a-costly-approach-to-decarbonization-renewables-present-more-economic-alternative/
https://climateintegrate.org/wp-content/uploads/2023/02/Policy-Change-to-Trigger-a-Shift2035_EN_ver.1.pdf
https://www.transitionzero.org/insights/japans-toxic-narrative-on-ammonia-cofiring
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companies’ plans to secure astable supply chainand
economicrationale forproposedinvestmentsinthese fuels.
Areportbythe Investor Group on Climate Change (IGCC)"°
examinedthe supply chainandinvestmentsinthe high-
integrity hydrogenindustry between Australian and Asian
economies. The decreasing costs of renewable energy are
rapidly improving the economic and financial outlook for
cleanhydrogen production.

Boards’ Climate Accountability

One of the key questionsinvestors ask electric utility
companiesinAsiaconcerns astrong governance framework
that clearly articulates the board’s accountability for

and oversight of climate changerisks and opportunities.
Determiningwhetherthe company’s executive incentives
are aligned with the Paris Agreement givesinvestors a better

understanding of the quality of the company’s board of
directors, who shape the company’s direction and strategy
concerningthe climate agenda.

Ourinvestorsdiscussed linking executive compensation

to climate-related KPIsinmost of the focus companies’
engagementmeetingslastyear. Investors are looking forward
tomore progressive strategies, such as the use of quantifiable
climate-related metricsinlinking performance to executive
compensation. Some companieshaveindicated that they

are workingtouse GHG or CO, emissionsreductionas the
climateindicatorlinked to board members’ compensation;
thisis apositive development. Furtherengagementwith
companiesinthe comingyearswillinclude questions about
the transparency of how performance evaluations are
conductedand measuredagainstnon-financial performance
metrics such asclimateindicators.

10 DaniSiew, LauraHillis, AlanRaiand Ben Nethersole, Unlocking Investmentin the Australian Hydrogen Industry (Investor Group on Climate Change,
August2022), https://igcc.org.au/wp-content/uploads/2022/08/Investor-Group-on-Climate-Change-Hydrogen-Report.pdf.



https://igcc.org.au/wp-content/uploads/2022/08/Investor-Group-on-Climate-Change-Hydrogen-Report.pdf

4. Focus Companies

Note: Focus companies below are listed based on the order of coal capacity as
of 2022, obtained from each company’s disclosure, such as an annualreport,
integrated report or sustainability report.

Huaneng and China Resources Power

Name: Huaneng PowerInternational, Inc."
Market: China

Installed capacity: 127.2 GW (2022)

Coal capacity: 94.0 GW (2022)

Name: China Resources PowerHoldings Company
Limited (CRP)™?

Market: China

Installed capacity: 52.8 GW (2022)

Thermal power capacity: 35.5 GW (2022)"*

CRP andHuaneng Power International are both AUEP
focus companiesin China. Huaneng was one of the two
additionsto the programlastyear. Huaneng has the largest

coalcapacityamongthe AUEP focus companies andis
one of China’s state-owned enterprises.

The engagement with CRP had a positive start. CRP also
reportedthatithasreceivedthe greenlight fromthe

Hong Kong Stock Exchange tolistitsrenewable energy
business separatelyin Shenzhen, amove that willhelp raise
additional funds to finance the company’s ‘aggressive
expansion of wind and solar power projects’.

CRPandHuanengremainunderactive monitoring by
AUEP, with a next-step priority being forthese companies
tosetinterimmilestonesinthe context of theirlonger-term
decarbonisation strategies.

Based onHuanengPowerlInternational’s2022 annualreport: http://file.finance.sina.com.cn/211.154.219.97:9494/MRGG/CNSESH_STOCK/

2023/2023-3/2023-03-22/8901649.PDF.

Basedon CRP’s2022 annualreport: https://www.cr-power.com/power_en/InvestorRelations/AnnuallnterimReport/202304/

P020230427386813681324.pdf.

The CRPannualreportdoesnotdisclose the coalcapacity butonly thermal power capacity, whichmightinclude natural gas as well.


https://www.scmp.com/business/china-business/article/3224517/china-resources-power-gets-approval-hong-kong-bourse-spin-renewable-energy-assets-list-shenzhen
https://www.scmp.com/business/china-business/article/3224517/china-resources-power-gets-approval-hong-kong-bourse-spin-renewable-energy-assets-list-shenzhen
http://file.finance.sina.com.cn/211.154.219.97:9494/MRGG/CNSESH_STOCK/2023/2023-3/2023-03-22/8901649.PDF
http://file.finance.sina.com.cn/211.154.219.97:9494/MRGG/CNSESH_STOCK/2023/2023-3/2023-03-22/8901649.PDF
https://www.cr-power.com/power_en/InvestorRelations/AnnualInterimReport/202304/P020230427386813681324.pdf
https://www.cr-power.com/power_en/InvestorRelations/AnnualInterimReport/202304/P020230427386813681324.pdf

4.Focus Companies

PT Perusahaan Listrik Negara (Persero)

Name: PT Perusahaan Listrik Negara (Persero) (PLN)
Market: Indonesia

Installed capacity: 69.0 GW (2022)

Coal capacity: 36.9 GW (2022)

PLNwas also added to the AUEP focus companies last
year.Itisastate-ownedenterpriseinIndonesia. With an
installed capacity of 69 GW as of the end of 2022, PLN
isone of thelargest electric utility companiesinAsia
andthelargestelectric utility by installed capacity in
South-EastAsia(i.e., the Association of South East Asian
Nations, ASEAN).

The engagement with PLN has had a positive start,
with the engagement group being able to schedule
afew productive meetings withthe company
immediately. The discussionhas been focused onthe
decarbonisation strategy, especially PLN’sroadmap
to achieve netzero, climaterisk assessments, financing
options, and challengesrelated tothe company’s plan
tophase outits coalassets. The engagement group
also discussed PLN’s sustainability governance and
the company’srelationships with key ministriesin
Indonesia.

Inthe media, Bloombergreported that the company
successfullyreducedits carbonemissions by 32 million
metrictonsin2022. The early retirement of coal-fired
power plantsis akey part of PLN’s net-zero strategy and
is critical to building credible decarbonisation plans.

Since the firstengagement, PLN has participatedinthe
JETP,whichwaslaunchedinNovember2022. PLNis
working with various stakeholders of JETP to develop plans
formeeting the decarbonisation objectives of JETP.

The majorroadblock cited by PLNis the financing of the
energy transition, including not only the early retirement
of coal-fired power plants but also the transmissionand
distribution network and baseloadrenewable energy
generationunits that willbe required to shift from coal
torenewable energy. Itisalsoimportant to PLN that the
financing mechanisms willnot reduce the financial health
of the organisation.

Inlate 2022, PLN signed a deal with the state-owned
JapanBank forInternational Cooperation to finance the
early retirement of coal-fired power plants. PLN has also
signed amemorandum of understanding (MOU) with the

Asian Development Bank (ADB) and otherpartners to
develop anenergy transitionmechanism forIndonesia. In
2023,PLN announcedthatitsigned another MOU with the
IEAonthe JETPInvestmentand Policy Planto accelerate
Indonesia’s energy transition to net zero.

Ourinvestors arelooking forward to continuing the
engagementwithPLN, especiallyregardingaligning the
latter’s transition plan with the Paris Agreement. This could
include coalphase-out projects andfinancing options such
asthe Energy Transition Mechanism (ETM), as well as future
investmentsinrenewables and the optimisation of the grid.


https://www.bloomberg.com/press-releases/2022-11-09/pln-reduces-32m-metric-tons-of-carbon-emission-in-2022
https://www.argusmedia.com/en/news/2391531-japans-jbic-signs-decarbonisation-deals-with-indonesia
https://www.adb.org/news/adb-and-indonesia-partners-sign-landmark-mou-early-retirement-plan-first-coal-power-plant
https://www.argusmedia.com/en/news/2442166-indonesias-pln-iea-sign-pact-on-emissions-reduction

4.Focus Companies

J-POWER

Name: The Electric Power Development Co., Ltd.
(J-POWER)

Market: Japan

Installed capacity: 42.3 GW (2022)

Coal capacity: 9.9 GW (2022)

The engagement group for J-POWER continues to engage
withthe company regarding the phase-out of J-POWER’s
domestic coal power plant plan and the feasibility of
decarbonisationtechnologies, suchas greenhydrogen,
ammonia co-firing, and carbon capture, utilisationand
storage (CCUS), compared to that of investmentin
renewable energy. The company’s netzero targetsin 2050
rely heavily on hydrogenand CCUS. Investors will continue
to convey theirexpectations fora2040 coal phase-out
plantoinclude overseas coal assets.

J-POWER hasimprovedits climate disclosure, including
disclosing the company’sinternal carbon pricing.

The engagement group also discussed governance
expectations. Itis positive to know that the company is
consideringintroducing non-financial metrics, including
ESG metrics, into senior-management orboard-level

compensation. Investors will continue to convey their
expectations forthe company to use quantifiable climate
metrics (suchastCO,reduction)and amore transparent
process forassessing the metrics usedlinked to executive
remuneration.

Thisyear, Amundi, thelead investor for this AUEP
engagement, co-filed aset of two shareholder proposals™
tothe company. Additionally, Amundivoted against the
re-election of the J-POWER directorwhoisresponsible for
the company’s decarbonisation strategy. Although both
shareholderproposals wererejected,'® the firstresolution
hasreceived over20 percent support’fromshareholders
forasecond consecutive yearwhich demonstrates
sustainedinvestorinterestin seeing greater progress on
their2050 strategy and nearer-term goals to align with the
Paris Agreement.

We look forward to furtherengagement with the
company inthe comingyear, especially tosupport the
company tohave amore credible planforaccelerating
decarbonisation.

14 1)Setanddisclose abusinessplantoachieve science-basedshort-and medium-term GHG emissionsreductiontargetsaligned with the goals of the Paris
Agreementand 2)disclose the details of acompany’sremuneration policies toincentivise progress toward the company’s GHG emissionsreduction target.

15 Shareholderproposalneedtoreceive the two-thirds majoritiesinorderto be accepted.

16 A21.2percentvote,accordingtothecompany’srelease athttps://www.jpower.co.jp/news_release/pdf/news230628 _2-2.pdf.



https://www.jpower.co.jp/news_release/pdf/news230628_2-2.pdf

4.Focus Companies

CLP Holdings

Name: CLP Holdings Limited
Market: Hong Kong, China
Installed capacity: 23.0 GW (2022)
Coal capacity: 9.7 GW (2022)

The engagement group for CLP continues to discuss the
company’s plantouse gasasatransitional fuel for coal.
CLP’s Climate Vision 2050 aims to phase out CLP’s coal
assetsby 2040 and outlines the phase-out schedule
forthe company’s coal-based assets. The engagement
group also discussed CLP’s plan concerning green
hydrogenandthe consequentissue of securingagreen
hydrogensupply chain. Itis positive to know that the
company acknowledges battery storage as a solution
forrampingupitsrenewable energy capacity, especially
solarenergy.

Inthe media, CLP also announcedthatitisinvestingin
renewable energy projectsin Australia as part of alarger

commitment toinvest $10 billioninrenewable energy
by2025.

Inthe nextyear, investors are looking forward to engaging
with CLPregarding therollout of its net-zeroplan. Thereis a
possibility that the company will refine its decarbonisation
strategy androadmap based onthe Hong Kong
Development Plan of 2024-2028, whichis tentative and
willbe announcedinNovember2023. Anotheraspect of
engagement focusisjust transitionbecause the company
islookingto phase out coalassetsinvariousjurisdictions,
suchasIndiaand China.


https://www.scmp.com/business/article/3211692/climate-change-hong-kongs-clp-continue-investing-australia-secure-clean-power-despite-profit-drop
https://www.scmp.com/business/article/3211692/climate-change-hong-kongs-clp-continue-investing-australia-secure-clean-power-despite-profit-drop

4.Focus Companies

Tenaga Nasional

Name: Tenaga Nasional Berhad
Market: Malaysia

Installed capacity: 16.7 GW (2022)
Coal capacity: 7.0 GW (2022)

The engagement group of Tenaga has prioritised
decarbonisation strategy and climate governance,
focusing onearly exit from power purchase agreements
(PPAs), the distribution of capital betweenrenewable
energy and otherdecarbonisation technologies such
as CCUS, andthelinking of ESG metrics to executive
remuneration. Compared to the previous year, there
hasbeenanimprovement:investors are encouragedto
see the company’sannouncement aboutits fast-track
decarbonisationplan, whichincludes therenegotiation of
one of the contractual PPAs for coal power plants.

InMay 2023, the Malaysian government announced it
would soonrolloutits energy transitionroadmap, which
mightaddress theissue of grid connectivity. This has
beenhighlighted by Tenaga as a hindrance torampingup
renewable energy deployment.

Tenagaannouncedin2022 thatitintends toinvest about
RM20 billion (approx. USD 4.4 billion)in capex perannum
tofast-trackits energy transitionplan, including ‘realising

the 8,300-megawattrenewable energy generation target
in2025".

There has also beenapositive trend forcorporates

and utilities to appoint a chief sustainability officer to

look after the effective deployment of sustainability
strategies, initiatives and governance. InJune 2023,
Tenagaappointed Leo PuiYong, its former chief risk
officer, asits new chief sustainability officer. She will focus
onstrengthening sustainability governance and onthe
effective deployment of Tenaga’s sustainability strategies
and initiatives, including the reinforcement of its energy
transitionplan.

Ourinvestors continue to convey investor expectations for
22040 coal phase-outandtoworkwiththe company on
aligningits decarbonisation pathway with the goals of the
Paris Agreement.


https://www.thestar.com.my/business/business-news/2022/08/17/tnb-to-invest-about-rm20bil-capex-per-annum-to-fast-track-energy-transition-plan

4.Focus Companies

Chubu Electric

Name: Chubu Electric Power Co., Inc. (Chubu Electric)
Market: Japan

Installed capacity: 37.2 GW (2022)

Coal capacity: 6.3GW (2022)

The engagement group for Chubu Electric continues to
focusonthe company’s detailed planfordecarbonisation,
especially onthe granularity of its 2030 target and net-
zero-emission-by-2050 target, which are statedinits
Zero Emission Challenge 2050. Discussionsinclude the
feasibility of Chubu Electric’'s ammonia and hydrogen
co-firing strategy and the company’s plan to expand
itsrenewable energy capacity. The engagement group
also coveredthe governance aspect, linking executive
remuneration with climate metrics.

Lastyear, the engagement group was also pleasedto be
abletoengage both Chubu Electricand JERA. The latteris
ajoint venture between ChubuElectric and Tokyo Electric
Power Company (TEPCO)and holds the coal assets of
Chubu Electric. Investors are looking forward to continuing

toencourage both companies to disclose amore
concrete decarbonisation strategy with areasonable
feasibility plan.

JERAannouncedthatithadacquireda 35.1percent
stake inaVietnam-basedrenewable energy company,
GiaLaiElectricity JSC, to expandits overseas business and
step upits decarbonisation efforts. After the acquisition,

JERA’'srenewable power assetsinequity holdings will grow
tonearly2 GW.

Forthe secondyearinarow, both Chubuand TEPCO faced
climateresolutions filed by third-party non-governmental
organisations (NGOs)to disclose assetresiliencein

line with anet-zero-by-2050 pathway. Although those
resolutions did notreceive the two-thirds majorities they
neededtobeaccepted,investorswill continue engaging
withthe company about the key requirements of the AUEP
and will support the company to develop amore credible
planforaccelerating decarbonisation.


https://www.todayonline.com/world/japans-jera-buy-35per-cent-stake-vietnams-renewable-energy-firm-y15-billion-1970611
https://www.todayonline.com/world/japans-jera-buy-35per-cent-stake-vietnams-renewable-energy-firm-y15-billion-1970611

5. Beyond Company

Engagement

Policy Engagements

Astravelrestrictions eased, afterthe previous few years that
were disrupted by the pandemic, the AUEP held a series of
in-personand hybrid policy-engagement sessions with
regulatorsin multiple markets, includingIndonesia, Japanand
Malaysia. Roundtable discussions highlighted the specific
areas andkey topics of engagement betweeninvestorsand
utilities thatrequired policy supportineach of these markets.

Japan Energy Transition Roundtable

AIGCC convenedaclosed-doorroundtable discussion,
bringingtogetherrepresentatives of key governmentbodies
responsible forformulating policies onenergy transition,

of domestic andinternationalinvestors, and of corporate
groups, todiscuss two key themes:

« theroleof technologies, specifically hydrogen,inthe
decarbonisation plan of the utility sectorin Japanand, more
broadly, intheregion

« howtosupporttheincrease of renewable energy targets
and deploymentinJapan.

The sessionbeganwith apresentation by aleadingresearch
firmonthe technicaland commercial viability of incorporating
hydrogeninJapan’s transition plans, highlighting the sectors
most suited forits use while underscoring the potential
forlower-costrenewable energy generation, notably
offshore wind. Participants discussed the needformore
clarity about thelong-term costs of hydrogen, Japan’s
capacity forenhancing the deployment of renewables,
andtheimportance of transparency and credibility,inboth
Japanese policies and corporate climate-related disclosures,

forattracting futureinvestment. Thiswaswelcomedas a
timely discussion given Japanwasinthe process of revising
its Basic Hydrogen Strategy and Strategic Energy Plan.
Investors emphasisedthe needforlong-termpledges
thatare supplemented by short-termscience-based
targets and detailed transition plans showingimmediate
emissionsreductions.

Following theroundtable, participants stated that meetings
withpolicymakers, corporates andinvestors to share their
perspectivesondecarbonisation strategies are scarce but
crucial. Attendees expressed aninterestin participatingin
similarevents, withsomerecommending that additional
sessions be heldto bringtogetherinvestors and policymakers
from ASEAN countries and the broaderregionto discuss
the challenges and opportunities associated with ASEAN’s
energy transition. It was also suggested that discussions
ontherole and potential of decarbonisationtechnologies
should continue.

The CEO and Director of Policy of AIGCC also penned apiece
inamajorJapanese financial publication onsome of the key
discussionpointsontherole of hydrogeninJapan’s transition

planswhichwereraised during theroundtable session.

Malaysia Energy Transition Roundtable

AIGCC partnered with Capital Markets Malaysia (CMM) to
hostaclosed-doorroundtable discussion during CMM'’s

ESG Week. Officials fromthe government were joined by
representatives fromutilities, regional financialinstitutions,
and domestic andinternationalinvestors. Malaysia’s new
renewable energy target of 70 percentby 2050, announcedin
May 2023, is timely and ambitious. As Malaysiaisinthe process
of developing anenergy transitionroadmap that will set out


https://asia.nikkei.com/Opinion/Japan-can-win-over-investors-by-clarifying-its-hydrogen-strategy
https://asia.nikkei.com/Opinion/Japan-can-win-over-investors-by-clarifying-its-hydrogen-strategy
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the details of the supportrequired to achieve thistarget,
during the discussion, participants aimedto provide input for
the development of the roadmap.

To achieve Malaysia’srenewable energy target, itneeds to
beincorporatedinto the utilities’ transition plans. Utilities
highlighted that gridintegrationandinterconnectivity are
criticalforsupporting the achievement of the national
renewable energy-mixtarget. It was also suggested that
the country needstoreformits energy markettoincrease
competitionandinnovationinelectricity supply.

Investors also emphasised theirexpectationforacoal
phase-out timeline by 2030 for OECD countriesand 2040
fornon-OECD countries. Emphasis was placed onensuring
that Malaysia follows clear, science-based transition plans.
Participants considered how a coal phase-out could occur
inconjunctionwith a switchtorenewables while supporting
ajusttransition.

Apositive trendamong corporates and utilitieshas beenthe
appointment of a chief sustainability officerto supervise
the deployment of sustainability strategies, initiatives

and governance.

Indonesia Energy Transition Roundtable

Theroundtable eventinindonesiawas convenedatan
opportunetime, asIndonesiatakes the political spotlight
thisyearby holding the ASEAN chair. This follows Indonesia’s
G20 presidency, during which the country set energy
transitiontargets andlaunchedrelated initiatives, including
the JETP and the ETM country platform. AIGCC partnered with
Climateworks Centre and the Centre for Policy Development
toholdtheroundtable discussionas part of the Indonesian
ASEAN Chairmanship 2023 side event.

Representatives from government ministries, utilities and
NGOs engaged with both domestic andinternational

investors. While the early retirement of coal-fired power
plantswas acentraltopic forIndonesia’s transition, attendees
underlinedthe needforajust transition that considers social
impacts and guarantees capacity for future energy demands.
The discussions covered plans forthe effective utilisation of
the public and private financing pledgedunder JETP, the ways
inwhich scenario analysis can considerearly coalretirement,
andthe needforinfrastructure development to support
cleanenergy. The credibility and viability elements of coal
phase-outtransactionswere also discussed, highlighting the
need foracredible phase-outroadmap that willsupplement
Indonesia’s transitionplans. It wasraised that while the

switch from coalto cleanenergywouldrequire a substantial
investment, investors will be restricted from financing
companiesrelianton carbon-intensive assets. The meeting
concludedwith participants welcoming furtherengagement
toaddress the financialimplications of Indonesia’s
decarbonisation.

Media Coverage

During thelast12months, the AUEP garnered nearly 350
mentionsintop globalmedia. Notable trade publications
suchasAsianInvestor, ESG Investorand Responsible Investor

reportedonthe progress of the AUEP ayear afteritslaunch.
ESG Investornotedthatthe first AUEP Progress Report ‘marks

ashiftfromnetzerocommitments toimplementation’.

PLN, one of two new focus companies added to the program
lastyear,demonstrated notable progress towards theirnet
zerocommitments. Bloombergreported that the company
successfullyreducedits carbonemissions by 32 million metric
tonsin2022.The early retirement of coal-fired power plantsis
akey partof PLN’s net-zero strategy andis critical to building
credible decarbonisation plans.

Otherrelated media coverages areincludedintherespective
companyupdatein Section 4.


https://www.asianinvestor.net/article/renewable-energy-asset-allocator-momentum-is-building/483107?login=true
https://www.esginvestor.net/investors-ramp-up-climate-pressure-on-asian-utilities/
https://www.responsible-investor.com/esg-round-up-greenwashing-claims-dont-distinguish-between-enterprise-value-creation-and-impact-materiality-esma-warns-issb/
https://www.aigcc.net/wp-content/uploads/2022/07/2022Jun_AUEP-Progress-Report_final.pdf
https://www.bloomberg.com/press-releases/2022-11-09/pln-reduces-32m-metric-tons-of-carbon-emission-in-2022

6. The Journey Continues

Global carbon emissions have continued torise over the past several decades,
and Asia accounts foranincreasing share of these emissions as the largest
region with a growing development pathway. Achieving global climate goals
depends on Asia, with many sectors dependent on the decarbonisation of
utilities. According to areport by the ADB, the transition of energy to cleaner
sourcesin Asia would account for 17 per cent of emissions reduction by 2030,
and this proportion wouldincrease to 45 per cent by 2050 as cleaner energy
becomes the predominant source of decarbonisationin the long term. Coal

is currently still the largest source of energy-related emissions in developing
Asia, accounting forabout 70 per cent, followed by 0il (20 per cent) and

gas (10 per cent)—a structure that has remained largely unchanged since

the 1990s. The share of coalin primary energy sources in Asiais expected to
decline from about half to less than a quarter by 2050, and renewable energy
could dominate electricity generationin Asia by 2040."” This demonstrates the
importance of further encouraging Asian power utility companies to achieve
managed coal phase-outs and more ambitious renewable energy assets
expansionplans.

AIGCC started the AUEP programin 2021 with the aim of increasing the
effectiveness of climate engagement with focus companies through a
common agenda and collaborative effort, with the consistent, long-term
shared objective of sending a powerful signal: investors are asking and
expecting that companies respond to climate change with greaterurgency and
ambition to ensure jobs are created, livelihoods are protected, and returns are
sustainable over the long term as economies transition. With this collaborative
engagementinitiative now entering its third year, investors will continue

to push for faster and more ambitious climate commitments from focus
companies. They will also focus on the implementation of company strategies
to meet net-zero goals, with short-, medium- and long-term emissions
reduction aligned with the Paris Agreement.

In addition to strengthening dialogues with focus companies about the
common agenda of decarbonisation strategies, we are keen to furtherengage
with the companies on climate governance, physicalrisk and resilience, and
public policiesrelated to theirlobbying activities. As part of the benchmarking
and tracking of the engagement progress of the AUEP, we are seeking ways

to collaborate withresearch institutes, think tanks and other stakeholdersin
theregion to further shape the narrative and assist investors to engage with
the companies.

17 AsianDevelopmentBank, Asiainthe Global Transitionto Net Zero: Thematic Report of the Asian Development
Outlook 2023 (April2023), https://www.adb.org/sites/default/files/publication/876891/ado-2023-thematic-
report.pdf.



https://www.adb.org/sites/default/files/publication/876891/ado-2023-thematic-report.pdf
https://www.adb.org/sites/default/files/publication/876891/ado-2023-thematic-report.pdf
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