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About Us

The Asia Investor Group on Climate Change (AIGCC) is aninitiative to create
awareness and encourage action among Asia’s asset owners and asset
managers about the risks and opportunities associated with climate change
andlow-carboninvesting. AIGCC provides capacity forinvestors to share best
practice and peer-to peerlearning on sustainable investment, risk management,
corporate engagement and policy advocacy.

With a stronginternational profile and significant network, AIGCC represents the
Asianinvestor perspective in the evolving global discussions on climate change
and the transitionto a greenereconomy.

AIGCC members come from 11 markets and with over USD 28 trillionin assets
under management.

Find out more: aigcc.net
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Asian Utilities Engagement Program

(AUEP) at a Glance!
20 investor
participants
7 fOC:us with a total of USDI11 trillion
companies inAUMor advice?
4 closed-door
10 meetings meetings with
with companies regulators and
between August 2023 and July 2024 pOIicyma kerS
399 GW 90 GW
electricity renewable
generation generation
total capacity of all focus companies? Ca paCity4

1 Allnumbersinthis section, and throughout the report, are valid between August 2023 —July 2024.

\\\\\\\\\\

3 Dataasoftheendof2023, obtained fromeachcompany’sdisclosure, suchasanannualreport,integratedreport, or sustainability report.

4 Renewable capacity,orsome companiesreferredtoasnon-thermal generation capacity, was also obtained fromeach company disclosure
Asanon-thermalgeneration capacity, thisnumberalsoincludesnuclear

Bottomrightimage: Created by Krisada, from the Noun Project



Summary and Progress Highlights

AIGCC’s Asian UtilitiesEngagement Program, launchedin
2021, sends apowerful signaltotheregion’smostimportant
energy companies: Investors expect themtourgently and
ambitiously respondto climate change. This willensure that
jobsare created, livelihoods are protected, andreturns are
sustainable overthelongtermaseconomies transition.

Today, 20 investorsresponsible for USD11 trillionin assets
undermanagement oradvice, all AIGCC members, are
involvedinthisinitiative.®

Progress highlights of the engagementin the third year

« Governance: Five AUEP focus companies have started
tolink directors’ compensationto climate performance,
withsome having disclosed quantitative indicators.

« Decarbonization strategy and targets: Two AUEP utility
companies have started to disclose theirdetailed plans
forthe phaseout of coal-fired power plants and their
planstoward achieving theirmedium-term climate
targetin2030. Thisyear,HongKong’s CLP hasreviewed
itsclimate strategy and updatedits medium-term
climate-related targetsto decarbonize at afasterpace.
Japan’s J-POWERhas also enhancedits medium-term
managementplantoinclude the closure timeline of its coal
fired powerplants.

« Transparency anddisclosure: Except for China’'s Huaneng,
allAUEP focus companieshave published anannual
disclosure based onrecommendations fromthe Task Force
on Climate-Related Financial Disclosures (TCFD). CLP
prepareditsrevised version of Climate Vision 2050 based
onthelnternational Sustainability Standards Board’s (ISSB)
IFRS S2 Climate-Related Disclosures. Othercompanies are
consideringadopting the standardto theirreportinginthe
nextyear.

« Publicpolicy: Two AUEP companies have disclosed their
willingnessto startengagingregulators and policymakers
onnational climate policy.

Investorengagement with Asian electric utilities willplay a
keyroleinaddressing climaterisk. The sector contributed
approximately 25% of global greenhouse gas (GHG)
emissionsin2022.¢The Asian utilities sectorhas ayoung asset
age profile, with some markets that have coal plantsless than
15yearsold onaverage’ (comparedto the technicallifetime
of acoalplant, whichis40-50 years)® andrepresents more
than USD200 billion of market capitalizationin Asian stock
markets.? This sectorwillalso play a critical rolein enabling the
transitionand decarbonization of other sectors dependent
onutilities.

The AUEP alsoincludes significantengagementwith
policymakerswho directly andindirectly set the economic
incentives orbarriersforcompanies to decarbonize. Beyond
the corporate engagementwork, AIGCC also held a series
of in-personandhybrid policy engagement sessions with
regulatorsinJapan, Indonesia, and Malaysia. They facilitate
active dialogues among policymakers, institutional
investors, and corporatesineach of these markets onsome
of the more challengingissues of energy transition(i.e.,
transition pathways and national energy policies) and policy
mechanisms (i.e.,incentives and carbon pricing). Investors
engagingin AUEP are also enhancing theirunderstanding of
credible utility-sector transition mechanisms through various
AIGCC theme-specificand market-specific working groups.

AUEPincludes participation by someinvestors acting onbehalf of their clients who have chosento have theirassets managed with the goal of achieving net zero alignment.
IEAWorld Energy Outlook 2023. This percentageis calculated based onelectricity and heat sectoremission. See pages 280,294.
MAS and McKinsey, 2023. Accelerating the early retirement of coal-fired power plants through carbon credits.

IEA(2022,p.75). CoalinNet Zero Transitions: Strategies forrapid, secure, and people-centered change.

0 ® N o

MSCIAC Asia Pacific Utilities Index (Apr2024)



https://iea.blob.core.windows.net/assets/86ede39e-4436-42d7-ba2a-edf61467e070/WorldEnergyOutlook2023.pdf
https://www.mas.gov.sg/-/media/mas-media-library/publications/monographs-or-information-paper/sg/accelerating-the-early-retirement-of-coal-fired-power-plants-through-carbon-credits---september-2023.pdf
https://iea.blob.core.windows.net/assets/4192696b-6518-4cfc-bb34-acc9312bf4b2/CoalinNetZeroTransitions.pdf
https://www.msci.com/documents/10199/935d2b45-97cb-425a-b866-1a14b2fc5e9a

1. Electric Utilities Sectorin Asia
and AUEP Engagements

Context

The 28th United Nations Climate Change Conference (COP28)
in Dubai, United Arab Emirates, in 2023 marked two important
and historical milestones: countries agreed to transition from
fossilfuels-basedenergyresources(e.g., coal, oil,and gas),”®
andpledgedtotriplerenewable energy capacity (atleast
11,000 GW) by 2030."As the world continues to experience
the hottestyearonrecordeveryyear,2030isacritical
timeline. The Paris Agreement’s overarching goalis to limit
globalwarmingto1.5°C: GHG emissions must peak before
2025 atthelatestanddecline 43% by 2030."

AccordingtotheInternational Energy Agency (IEA), the

power generation sector contributes the largest sources

of CO,emissions globally at 44%." The Asia-Pacificregion
constitutes 49% of total global electricity production, with
approximately 69% generated from fossil fuel-based sources
like coal, oil,and natural gas. Engaging Asian electric utilities
toreduce theiremissions andto alignwith the Paris Agreement
goaliscrucial.

AIGCC'’s Asian Utilities Engagement Program (AUEP)

The Asialnvestor Group on Climate Change (AIGCC)launched
the Asian Utilities Engagement Program (AUEP)in2021to
increase the effectiveness of climate engagementin utility

companiesthrough five key Investor Expectations of Asian

Electric Utilities Companies. Through the program, investors

use Investor Expectations detailed below. The AUEP chooses
itsfocus companies based onwhetherthey have substantial
GHG emissions and thermal power capacity and/or a strategic
roleindriving credible, science-basednetzero emissions

transition. The program complements andruns parallel with
the global Climate Action 100+ initiative.

The consistent, long-term shared objectiveistosenda
powerfulsignal:investors are asking and expecting that
companiesrespondto climate change with greaterurgency
and ambitionto ensurejobs are created, livelihoods are
protected, andreturns are sustainable overthelongtermas
economies transition.

10 https://asia.nikkei.com/Spotlight/Environment/Climate-Change/COP28/Fossil-fuel-transition-in-the-spotlight-4-takeaways-from-COP28

1 https://asia.nikkei.com/Spotlight/Environment/Climate-Change/COP28/COP28-vow-to-triple-renewable-energy-by-2030-supported-by-118-nations

12 https://unfccc.int/process-and-meetings/the-paris-agreement

13 LatestlEAdataasof2021. Seehttps://www.iea.org/world/electricity#what-is-the-global-climate-impact-of-electricity-generation

14 LatestlEAdataasof2021. Seehttps://www.iea.org/regions/asia-pacific/electricity



https://asia.nikkei.com/Spotlight/Environment/Climate-Change/COP28/Fossil-fuel-transition-in-the-spotlight-4-takeaways-from-COP28
https://asia.nikkei.com/Spotlight/Environment/Climate-Change/COP28/COP28-vow-to-triple-renewable-energy-by-2030-supported-by-118-nations
https://unfccc.int/process-and-meetings/the-paris-agreement
https://www.iea.org/world/electricity#what-is-the-global-climate-impact-of-electricity-generation
https://www.iea.org/regions/asia-pacific/electricity
https://aigcc.net/asian-utilities-engagement-program/
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.climateaction100.org/

1. Electric Utilities Sectorin Asiaand AUEP Engagements

The Investor Expectations of Asian Electric Utilities

AUEP engagementsarebased on AIGCC's Investor

Expectations of Asian Electric Utilities Companies. Investors

participatinginthe AUEP intend to work with the Board and

AUEP Key Investor Expectations

seniormanagement of focus companiesto encourage them
tocommit to the following measures:

GOVERNANCE: Implement a strong governance framework that clearly articulates the Board’s accountability forand

oversight of climate changerisks and opportunities.

« Mission Statement
« TopManagement Oversight

Board Expertisein Climate
Executive Remuneration

DECARBONIZATION STRATEGY AND SCENARIO STRESS TESTING: Take action toreduce GHG emissionsinline with the
Paris Agreement. Companies should have cleardecarbonization strategies with short-, medium- and long-term action

plans. Thisincludes timetables to phaseout coal-based emissionsinline with1.5°C temperature scenarios like that of

IEANZE2050.The IEANZE2050 scenario specifies that unabated coal power will be phased outinadvanced economies

by 2030. At the latest, this should occurby 2040 inall otherregions. Generation using natural gas without carbon capture
starts falling by 2030 andis 90% lower by 2040 compared to 2020.

o OverallClimate Strategy
o ActualandProjected Generation
« ManagementandPhaseout of coal fired power plants

Capital Expenditure
Targets and Performance
Scenario Analysis

TRANSPARENCY AND DISCLOSURE: Provide enhanced corporate disclosureinline with the ISSB."

« Climate Disclosure

PHYSICALRESILIENCE: Outline physical risks and relevant adaptation strategies for mitigating these risks.

« Physical Climate Risk Assessment
« PhysicalResilience Analysis

PUBLIC POLICY: Engage with public policymakers and other stakeholders to support cost-effective policy measures that
willmitigate climate-relatedrisks and facilitate low-carbon investmentsinline with achieving net zero emissions by 2050

orsooner.

« PolicyPosition
o PolicyActivity & Alignment

Engagement Topics

Overarching Decarbonization Strategy
of Asian Power Utilities

Sinceitsinceptionin 2021, the mainimportantandrecurring
discussionin AUEP engagementshasbeenonthefocus
company’soverall climate and decarbonization strategy.
Thisincludes discussingthe company’s transition plan from
fossilfuel-basedenergytorenewables, encouraging the
company to set more ambitious climate targets and the
phaseout of its coal fired power plants. Investors emphasize
increasingrenewable energy-based generation capacity
andinvestingmoreintransmission grids and battery storage

toreduce curtailmentissues. Focus companiesare also
encouragedtoreview theirclimate strategy every fewyears,
aimformore ambitious climate targets, and monitor their
progress and performance.

The discussiononthe phaseout of coal fired powerplants

in AUEP has evolved from having the company commit

to buildingno new or extra coal fired power plants to
implementing the phaseout plan of existing coal fired power
plantswithin a specific timeframe. Utility companies have
raised theissue that financing the phaseout of existing
coalfiredpowerplantshasbeenamajorbarrier. To support

15 Theoriginalinvestorexpectationwasto “provide enhanced corporate disclosure inline withrecommendations of international frameworks, such as the Task Force on Climate-related Financial
Disclosures(TCFD)...".InOctober2023, TCFD was disbanded and IFRS Foundation took over monitoringcompanies’ progress on climate-related disclosures. Hence, we have changed the language to

reflectthelatesttrendsinclimate-related financial disclosure


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

1. Electric Utilities Sectorin Asiaand AUEP Engagements

the companies during the AUEP engagement, investors
have explored potential financing mechanisms forearly
coalphaseout byleveragingvariousresources fromother

Otherfrequent topics of engagementinclude:

Role of Gas and Nuclearin Decarbonization Strategy

Naturalgas andnuclearconstitute 10.8% and 5.2%

of electricity generation sourcesinthe Asia-Pacific.'
Theincreasing pressure onutilities toreduce their

share of electricity generation from coal oftenleads to
them consideringreplacing coal with gas. According to
IEA, althoughnatural gas emitsless carbonthan most
otherfossilfuels,ithasalimitedrole as a transition fuel
from coaltorenewable energy sources.” Buildingmore
fossilfuel plantsisuneconomicalinthe future. LNG assets
couldendupunderutilized orstranded within10 to 15 years
if the prices of clean energy and batteries continue to fall
asexpected.”® Investors will continue engaging utilities to
expandtheirrenewable capacityinstead of investingin
carbon-intensiveinfrastructure like gas-fired powerplants.
Investors hope this will prevent carbonlock-in'”and stranded
assetissues.?®

Asianutilities have also often considered nuclear energy
areliable, low-emission energy source forgenerating
electricity. InJapan, where nuclear power contributed at

least 30% of electricity generationuntil 2011,? restarting
nuclearpowerplantshasbeenanimportantpillarin

most utilities’ decarbonization strategy to achieve their
medium-term 2030 target, despite therestart timeline
remaining uncertain. Hong Kongwillrely on supply

from China’s nucleargeneration capacity to meet their
medium-term climate goal.?? Other countries are exploring
the feasibility of advanced nuclear technology, like small
modularreactors (SMR), to meet theirgrowing energy needs.?®
However, public oppositionbased onsafety concerns, remain
abigchallengesto deployment. Investors willcontinue
todiscussfeasibility of nuclearand othertechnologiesin
company transition plan.

16  https://www.iea.org/regions/asia-pacific/electricity
17 https://www.iea.org/energy-system/fossil-fuels/natural-gas

institutions. Theseinclude Glasgow Financial Alliance for
NetZero (GFANZ), Gold Standard, and MSCI Sustainability
Institute, among others.

Asset-Level Physical Climate Risk Assessment and
Adaptation Strategies

The powergenerationsectorisvulnerabletoarange of
physicalhazards. The sectoris exposedto multiple chronic
physicalrisks, includingrisingtemperatures, sea-level

rise, droughts, and floods. An S&P Global analysisin 2021
highlighted that utilities (including power generation) are
the mostexposedandvulnerable to physical climateimpact
duetothe nature of theiroperation.?*

Jointresearch by scientistsin Australianand UK universities
foundthatrainfallchanges due to climate will affect billions
of people—and Asiais facing the highestrisk of extreme
rainfall.?> Asian utilities are highly exposed as thermal power
plants and nuclearpowerplants are built along the coast
andtherefore vulnerable torising sealevels. Meanwhile
hydropower generationis deeplyimpacted by water stress
andrainfallchanges.? Considering the likelyimpacton
these businesses, investors continue to engage Asian
utilities forasset-level physical climaterisk assessment and
corresponding adaptation strategies and planning.

Just Transition Considerationin Company’s Transition
Planning

Anotheraspectoflastyear’sengagement oncoal phaseout
plansand transition plansengagementincludedjust
transition? considerations: The impacts of movingto alower-
carbonbusiness modelonworkers and communities. With
utility companies starting to set closure timelines for their
coalfiredpowerplants,itis equallyimportant to create robust
phaseout plansthataddress any potentialnegativeimpacts
onworkers, communities, and other stakeholders vulnerable
totransition effects. Investors engagingin AUEP recognize
that financing ajust transition willhelp maximize the social
and economic opportunities of phasing out coal fired power
plants and minimize ormanage any relatedrisks.?8

18 https://www.bloomberg.com/news/features/2024-06-26/is-natural-gas-a-fossil-fuel-trap-or-a-bridge-to-clean-energy

19 https://www.wri.org/insights/carbon-lock-in-definition

20 https://www.utilitydive.com/news/utilities-dont-see-stranded-assets-as-a-top-risk-should-they/572246/

21 Followingthe Fukushima DaiichiNuclearAccidentin March 2011, the Nuclear Regulation Authority suspended the operation of existing nuclear power plantsinJapan. Currently, only sixout of 20 nuclear
plantsinthe country currently operate, and several plants are under periodicinspectiontoberestarted withno specific timeline
22 https://www.bloomberg.com/news/articles/2024-08-06/hong-kong-s-clean-energy-future-will-be-mostly-nuclear-clp-says

23 https://www.straitstimes.com/singapore/st-explains-what-are-south-east-asia-s-nuclear-ambitions-and-why-should-singapore-care

24 https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/utilities-face-greatest-threat-as-climate-risks-intensify-66613890

25 https://www.nature.com/articles/s41467-023-44513-3

26 https://www.waterpowermagazine.com/analysis/make-the-right-decisions-now-11679849/?cf-view

27 https://www.ilo.org/resource/other/climate-change-and-financing-just-transition

28 https://www.cliffordchance.com/expertise/services/esg/esg-insights/just-transition-a-framework-for-investor-engagement.html
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https://www.cliffordchance.com/expertise/services/esg/esg-insights/just-transition-a-framework-for-investor-engagement.html
https://assets.bbhub.io/company/sites/63/2023/11/GFANZ-Financing-the-Managed-Phaseout-of-Coal-Fired-Power-Plants-APAC-December-2023.pdf
https://assets.bbhub.io/company/sites/63/2023/11/GFANZ-Financing-the-Managed-Phaseout-of-Coal-Fired-Power-Plants-APAC-December-2023.pdf
https://www.goldstandard.org/news/powering-the-future-new-methodology-concept-for-early
https://www.msci-institute.com/wp-content/uploads/2023/11/MS194-Phaseout-of-Coal-Fired-Power-Plants-Report-201123_3.pdf
https://www.msci-institute.com/wp-content/uploads/2023/11/MS194-Phaseout-of-Coal-Fired-Power-Plants-Report-201123_3.pdf

2. Engagement with the
Focus Companies

Note: Focus companies below are listed in order of their thermal (fossil fuel-based) generation
capacity as of 2023. Figures were obtained from each company’s disclosure, e.g., an annual
report, integrated report, or sustainability report.



2.Engagement with the Focus Companies

Huaneng

Name: Huaneng PowerInternational, Inc.

Market: China

Installed capacity (as of 2023): 106.5 GW (Thermal),

29.1GW (Non-thermal)

Climate-related targets committed: No specific
commitment, but the company recognizes China’s goal for
CO, emissions to peak before 2030 and achieve carbon
neutrality before 2060.

PLN

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

Installed capacity (as of 2023):2? 64.2 GW (Thermal),
8.8 GW (Non-thermal)

Climate-related targets committed:

Long-term: Netzero CO,emissions by 2060
Medium-term:

- Increaserenewable capacity by 20.9 GW by 2030

- Committedtosupporting the Indonesian
Government’s programs to achieve the Nationally
Determined Contribution (NDC) by 20303%¢

PLNis astate-ownedenterpriseinIndonesiaandone

of Southeast Asia’slargest electric utility companies.
Continuing with productive engagement from the
previousyear, the PLN engagement group had several
focused discussions onthe company’s decarbonization
strategy and early retirement of its coal fired power plants.

PLN has aspiredto achieve netzero emissions by
2060 andincreaseitsrenewable energy capacity to
20.9 GW by 2030. Based onthe company’s mostrecent

Huanenghas the largest thermal-installed capacity
among all AUEP focus companies. Huanengis also one

of China’s state-owned enterprises. AlthoughHuaneng
supported China’s commitment toreach carbon neutrality
in2060, ithas no specific plans orroadmap, including
specific medium-termtargets.

As of July 2024, Huanengremains underactive monitoring
by AUEP.

sustainability report, PLN’s efforts to achieveits climate
targetsincludereducingits generation capacity from coal,
suchas canceling coal fired power plants projects, totaling
13.3 GW and 1.3 GW coal fired power plants that already
signed a power purchase agreement (PPA).

Lastyear, PLN stated that financing the energy transition,
including the transmission and distribution network

and grid, isamajorroadblockin shifting from coalto
renewable energy.InJune 2024, Indonesian media outlets
reportedthat PLN needed USD25 billionto build the
renewable energy grid.*'lIt has secured a USD581.5 million
lending facility from a consortium of the World Bank,
Canada Clean Energy & Forest Climate Facility and Clean
Technology Fund, forincreased access to electrification
inthe country, energy transition programs, and the
company'’s digitization.*?

Investorslook forward to continuing to engage PLN
onretiringits coal assets early and exploring potential
structures forthe coal phaseout transactionto propose to
the company.

Installed capacity inPLN systemincludes power plants the PLN own,independent power producers, and leased power plants

https://climateactiontracker.org/countries/indonesia/targets/

https://www.thejakartapost.com/business/2024/06/05/pIn-says-it-needs-25b-to-build-renewable-energy-grid.html

https://indonesiabusinesspost.com/insider/pIn-secures-global-funding-forelectrificationrenewable-energy-development/



https://climateactiontracker.org/countries/indonesia/targets/
https://www.thejakartapost.com/business/2024/06/05/pln-says-it-needs-25b-to-build-renewable-energy-grid.html
https://indonesiabusinesspost.com/insider/pln-secures-global-funding-forelectrificationrenewable-energy-development/
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Chubu Electric

Name: Chubu Electric Power Co. Inc.

Market: Japan

Installed capacity (as of 2023): 57.2 GW (Thermal),**
9.2 GW (Non-thermal)

Climate-related targets committed:
Long-term:Netzero CO,emissions by 2050
Medium-term:

- 50% CO,emissionsreductionormore derived from
electricity sold to customers by 2030 compared to
FY2013

- Expandrenewable generation capacity by at least
3.2GWby 2030

In2019, Chubu moved all thermal power electricity
generationbusiness, including coal assets, to JERA *#a
jointventure with Tokyo Electric Power Company (TEPCO).
The Chubu Electricengagement group continued working
actively withthe company lastyear. Thisinvolved focusing
onadetailed decarbonization strategy, especially onthe
feasibility of the ammonia and hydrogen co-firing strategy
and progressontherestart plan of the Hamaoka Nuclear
PowerPlant and that of renewable expansion. Furtherto
the decarbonization strategy, the engagement group
discussed governance, physicalresilience, and public
policy with the company. Aswith the previous year, the
engagement group was pleasedto have Chubuand JERA
representativesinthe engagement meeting and share
theirperspectives withinvestors.

Chubu’sdecarbonization planrelies onrenewable
expansionandrestarting the Hamaoka Nuclear Power

Allthermal powerassets areunder JERA. Includes all JERA’s domesticinstalled capacity as of March 31,2023. Refer to https://www.jera.co.jp/static/files/corporate/CCB/JERA _report2023_EN _1115.pdf

(p.84)

Plant. With Chubu’s coal assets sittingwith JERA, the
companyiscommitted to decommissioning all inefficient
coalfired power plants (supercritical orless) by 2030 and
starting the full-scale operation of ammonia co-firing
technologiesinthe2030s.

Thisyear, Chubu started using performance-based stock
compensation fordirectors’ remuneration. Iltused the
volume of CO, emissions as one performance indicator,
impacting 10% of total directors’ remuneration. Chubu
also disclosedits board of directors’ skills matrixin
theirintegratedreport, whichincludes ‘Technologies
Contributing to Electric Power Supply & Environment’
asonesuchskill. In April 2024, Chubu faced climate
resolutions filed by non-governmental organizations
(NGOs)onthedisclosure of directors’ competencies for
the effective management of climate-related business
risks and opportunities. While the proposal did not receive
the two-thirds support hurdle needed forapproval,
itdidreceive over20% shareholder support.*®*This
demonstrates growinginvestorinterestin seeingmore
board memberswith climate risk competencies. Investors
arealsoincreasingly interestedinthe assessmentand
selection criteria fordirectors’ climate capabilities.*¢

The engagement group will continue working with Chubu
Electricand JERA onfeasibility and a detailed timeline

to shift from coalto ammoniaandto conveyinvestor
expectations forearlier coal phaseout,including overseas
operations.

ChubuElectricincludes electricity procured from JERA asits Scope 3 emissions. Referto https://www.chuden.co.jp/english/resource/esg/environment/initiatives/cdp/cdp2023cc_e.pdf (p.1).

https://www.chuden.co.jp/resource/ir/ir_kabunushi/ir_sokai/100rinjihoukokusho.pdf

https://igcc.org.au/wp-content/uploads/2021/11/IGCC-Climate-Change-Board-Report.pdf
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CRP

Name: China Resources PowerHoldings Co Ltd (CRP)
Market: China

Installed capacity (as of 2023): 37.2 GW (Thermal),
22.6 GW (Non-thermal)

Climate-related targets committed:

Long-term: Achieve carbon neutrality before 2060
Medium-term:

- Add40 GW of grid-connectedinstalled capacity for
cleanenergy by 2025

CRPisanotherstate-owned enterprise that AUEP
investorsengage with and the engagement had a positive
start. The engagement group discussed adopting
TCFDdisclosure and shared sector-specific guidance

to facilitate discussion.In2022, CRP announced plans

37 https://m.in-en.com/article/html/energy-2324799.shtml

foraspin-off, publiclylistingitsrenewable assets to
raise funds for capital expenditure. Due to changesin
investorholdings, CRP was kept under active monitoring
within AUEP.

In2023, CRP followed through onits plans to spin out the
renewable assets, announcing the public listing of China
Resources New Energy Holdings Co Ltd onthe Shenzhen
Stock Exchange® toraise more funds forwind and solar
power project expansionsin China.

Thisyear, investors plantorestart engagement with CRP,
focusingonits decarbonization strategy and having the
company set climate-related targets and other AUEP
investor expectations.


https://m.in-en.com/article/html/energy-2324799.shtml
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J-POWER

Name: The Electric Power Development Co Ltd (J-POWER)
Market: Japan

Installed capacity (as of 2023):3816.1 GW (Thermal),

9.9 GW (Non-thermal)

Climate-related targets committed:

Long-term: Netzero emissions by 2050

Medium-term:

- 46% CO,emission(-22.5 milliontons) reductionfrom
FY2013levels by 2030

- Increase 4billionkWh peryear of renewable power
generationinJapanby 2030 (comparedto FY2022)

- 9.2milliontons ormore CO,reductionfromFY2013
levels by 2025

The J-POWER engagement group continues to discussits
decarbonization strategy with the company, particularly
onthe phaseout of its domestic coal fired power plants
and the feasibility of decarbonization technologies.
Inaddition, they discussed the need to considerjust
transition aspectsinthe coal phaseout plan, the physical
resilience of coal assets and the company’s policy
engagementwith the Japanese Government.

Itis positive to see that the company hasincorporated
investorexpectations frompastengagements. In
anupdate of its medium-term management plan®’
publishedinMay 2024, J-POWER announced it will close
up to five low-efficient coal fired power plants units

by 20304°as part of its target toreduce 46% of CO,,
emissions fromthe 2013 level. Several media outlets,
including Reuters, ¥ covered the news. This helped start
momentum of coal phaseout discussionsinthe Japanese
market. The company’s medium-term plan also provided

enhanceddisclosure ontheir strategicinvestment
allocationplanoverthe 2024-2026 period and contained
anewrenewablestarget that extends until2030.

Interms of the company’s climate governance, J-POWER
introduced five non-financial evaluationindicators
forperformance-linked executive remunerationin
2023—these cover materialissues suchasresponsesto
climate change and engagement with local communities.
The percentage of performance-linked remuneration
was raised from10% to 20%, and a variable compensation
component (performance-linked and stock-based
compensation) was applied.

J-POWER’sroadmap to achieving netzero emission

by 2050 —Blue Mission 2050 —comprises three pillars:

(1) expanding CO -free power sources throughrenewable
energy andnuclear power, (2) achieving zero emission
from power sources by converting coal-fired thermal
power to coal gasification technology with carbon
capture, utilization and storage (CCUS) or carbonrecycling
andproducing CO -free hydrogen, and (3) power network
enhancement. Inline with the Blue Mission 2050 roadmap,
J-POWERis working toward constructing and opening the
Ohma Nuclear PowerPlant, increasingits hydroelectric
power capacity, completing the New Sakuma Frequency
Converter Station, andinvesting more in battery storage.

Next year, the engagement group will continue working
withthe company on coal phaseout discussions. This
willinclude overseas operations, adopting SBTi-aligned
emissionreductiontargets, and discussingjust transition
considerationsinits overalldecarbonization strategy.

Based onowned capacity basis. Referto https://www.jpower.co.jp/english/ir/library/pdf/2023/jpower_integrated2023 _e_all.pdf (p.106).

https://www.jpower.co.jp/english/ir/pdf/2405medium-termmanagementplan.pdf

Include two 250MW unitsin the Takasago Thermal Power Plant, one 500MW unitin the Matsushima Thermal Power Plant,one T00OMW unitin the Matsuura Thermal Power Plant,and one 700MW unitin the

Takehara Thermal PowerPlant

https://www.reuters.com/sustainability/j-power-shut-2-coal-fired-power-plants-2025-2023-10-31/#



https://www.jpower.co.jp/english/ir/library/pdf/2023/jpower_integrated2023_e_all.pdf
https://www.jpower.co.jp/english/ir/pdf/2405medium-termmanagementplan.pdf
https://www.reuters.com/sustainability/j-power-shut-2-coal-fired-power-plants-2025-2023-10-31/#
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CLP

Name: CLP Holdings Ltd

Market: Hong Kong SAR, China

Installed capacity (as of 2023):4215.8 GW (Thermal),
6.4 GW (Non-thermal)

Climate-related targets committed:

Long-term:

- Netzero GHG emissions across the value chainby 2050
- Phaseoutcoal-basedassetsby 2040

Medium-term:

- 59%reductioncomparedtothe 2019 baselinein GHG
emissionintensity to 0.26 kg CO,e/kWh by 2030

- 28%reductioncomparedto 2019 baselineinabsolute
Scope 3(Category 11) emissions by 2030

CLPisthe most progressive companyin AUEP and the
most aligned with AUEP’s key expectations. Interms of the
company’s climate governance, CLP has shownits board
of directors are competentintackling climate risks and
includesclimateinitsremuneration policy forexecutive
directors and seniormanagement. The performance
measures of annualincentivesinclude progressin meeting
science-based GHG emissionsintensity targets and
phasing out coal-based assets.

Thisyear, CLP hasupdatedits transition plan, Climate
Vision 2050,4*with a strengthened target to decarbonize
the company at afasterpace. CLPiscommitted to
reducing the GHG emissions intensity of electricity sold
t0 0.26kg CO,e/kWh by 2030, compared to the previous

Totalgenerationonanequity pluslong-termcapacity and energy purchase basis. Referto https://www.clpgroup.com/content/dam/clp-group/channels/sustainability/document/sustainability-

target of 0.3kg CO,e/kWh. This willreduce the company’s
implied temperaturerise from1.81°Cto1.73°C. The Climate
Vision 2050 report was prepared using the ISSB S2
Climate-Related Disclosures standard. The company is
alsocommitted toreviewingits targets for Climate Vision
2050 atleast every three years.

Onthe managed phaseoutdiscussion of its coal fired
powerplants, CLP mentioned it has provided financial
assistance (e.g., subsidized energy) to people and
community sectorsinneed. It provides ongoing
support forthoseimpacted byits coal fired power
plants phaseouts and other structural changesto the
energy system. EnergyAustralia,a CLP-owned power
utility companyin Australia, has also set aclearpathto
close Yallourn Power Stationinmid-2028. It has given
sevenyears’ notice to enable thoughtful planning and
support to staff and the local community.* Regarding
the physicalresilience of its assets, CLP has conducted
asset-level physical climateriskassessments and
developedadaptation measures to enhance individual
assetresilienceineachregion. CLP works closely

with the Hong Kong Government on the five-year
developmentplan, supporting the company’s ongoing
decarbonization effort.

The engagement group will continue to work with

the company onusing carbon credits, climate key
performanceindicators (KPIs), remuneration, and early
coal phaseout discussions.

report/2023/CLP_Sustainability_Report_2023_en.pdf (p.176).

https://www.clpgroup.com/content/dam/clp-group/channels/sustainability/document/decarbonisation/clp-climate-vision-2050/full-report/CLP_CV2050_2024_en.pdf

https://reneweconomy.com.au/yallourn-coal-plant-workers-given-option-to-transition-to-offshore-wind-industry/



https://www.clpgroup.com/content/dam/clp-group/channels/sustainability/document/sustainability-report/2023/CLP_Sustainability_Report_2023_en.pdf
https://www.clpgroup.com/content/dam/clp-group/channels/sustainability/document/sustainability-report/2023/CLP_Sustainability_Report_2023_en.pdf
https://www.clpgroup.com/content/dam/clp-group/channels/sustainability/document/decarbonisation/clp-climate-vision-2050/full-report/CLP_CV2050_2024_en.pdf
https://reneweconomy.com.au/yallourn-coal-plant-workers-given-option-to-transition-to-offshore-wind-industry/
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Tenaga Nasional Berhad

Name: Tenaga Nasional Berhad

Market: Malaysia

Installed capacity (as of 2023):12.1GW (Thermal),
4.0 GW (Non-thermal)

Climate-related targets committed:

Long-term:

- Netzeroemissionsby 2050 andreduction of 100% coal
capacity by 2050 (comparedto 2020 levels)

Medium-term:

- 35%reductionin Scopelemissionintensity by 2035
(comparedto 2020 level)

- 50%reductionof coal capacity by 2035 (compared to
2020 level)

- 8.3GWrenewable capacity by 2025, with accelerated
renewable investment by 2050

Lastyear, Tenaga’sengagement group actively
discussedearly coal phaseout, gas asatransition fuel,
decarbonizationtechnologieslike CCUS and ammonia,
physicalrisks,improved transparency, and the company’s
climate governance.

Onthe company’s climate governance, in appointing

its first chief sustainability officerand setting upiits
sustainability divisionin 2023, Tenaga established the
Board Sustainability and Risk Committee. The committee
willoversee the group’s sustainability and risk
management frameworks and commitments. Overthe
pasttwoyears, ESG-related KPIs have been elevated
toTenaga's C-suite.In 2023, sustainability linked KPIs
were furtherenhanced with more detailonhow they are
incorporatedinto the Board and senior management’s
performance evaluationscorecardto alignwith the firm’s
sustainability objectives. Environmental KPIsinclude
renewable energy growth and opportunities, carbon

emissionrating/score, battery storage (grid), and data
center powerusage effectiveness.

Tenagarefreshedits ‘Reimagining TNB 2.0’ strategy
in2023 with afocus onthree strategic pillars: energy
sources, energy vector,and energy usage. Tenaga’s
decarbonization plan spans the entire value chain.
Itincludes decarbonizing energy sources, enhancing the
transmission grid to support 70% renewable energy by
2050inMalaysia, and empowering customers with green
solutions. While investors continue to push for additional
enhancementonthe 8.3GWrenewable energy target

by 2025, Tenagaisontracktoachieveit. Forty-eight
percent was already achieved as of mid-2023. To support
Malaysia's National Energy Transition Roadmap (NETR)
releasedin 2023, Tenaga hasledlarge-scalerenewable
energy and cleantechnology initiatives across floating
solar, hydrogen, and ammonia (co-firing) projects.

Inefforts to enhance transparency around transitionand
physicalrisk, Tenaga has performed a physical climate risk
assessment forthree types of power generation assets
(e.g.,coal,gas,and hydropower)and substation assets
inMalaysia, against seven physical climate risks: coastal
inundation, extreme wind, forest fire, river flooding, soil
movement, surface water flooding and heat (dry spells).
The company actively collaborates with the Malaysian
Government to shape Malaysia’s energy policies, such as
the NETR and National Adaptation Plan. The company was
akey stakeholderat the AIGCC-Capital Markets Malaysia
Energy Transition Roundtable in May 2024.

Investors will continue engagement withTenagain the
comingyearwith key engagement objectivesinvolving
the 2040 coal exit, the transition from coal torenewable
energy, furthertransparency, developments on climate
KPlsinexecutive remunerationand greater transparency
anddisclosure onclimate.
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Policy Engagements

The AUEP includes policy engagement because national
policiesare amajorinfluence onthe economic and trading
conditionsthat eitheraccelerate corporate decarbonization,
orhinderit.

Buildingonlastyear’s series of policy engagements, AIGCC
heldseveralin-person, virtual,and hybrid engagement
sessionsbetweeninvestorsandregulatorsinJapan,
Indonesia, and Malaysia. Investors andregulators discussed

currentand upcoming energy transition-related policies while

alsodeliberatingonhow to accelerate the energy transition
effectively.

Japan Energy Transition Roundtables

Thisyear, AIGCChashosted and organized two policy
roundtablesinlJapan. They broughttogetherkey government
bodiesresponsible forformulating policiesonenergy
transition, climate, and environmental regulation; domestic
andinternationalinvestors;industry bodies; and aprominent
Japaneseresearchinstitution to discussits national energy
policy andinvestorneeds forcoherent transitionand climate
change policy. InMarch 2024, AIGCC and the Climate Bonds
Initiative co-organized a C-suite closed-doorroundtable
todiscuss the country’supcoming Seventh Strategic
EnergyPlan.InMay 2024, AIGCC co-hosted aclosed-door
roundtable with the Principles for Responsible Investment
(PRItodiscussinvestorneeds fortransitionand climate
change policies.

Key highlights frombothroundtable discussionsinclude:

- Role of assetowners: Emphasiswas placed ontherole of
assetownerstoencourage and supportassetmanagers.
Forfinancialinstitutions, it was noted that mandated
approachestomeasuring financed emissions and defining
“avoided emissions™®wouldinfluence investor behavior.

- Roleofrecent GX governmentinitiatives: Investors
usedthisroundtable tounderstandtherole of recent
governmentinitiatives, including the GXEconomic
TransitionBond andthe newly established Asia GX
Consortium.

- Role of decarbonization technologies: While much
investment could be utilized to spurrenewable energy
development, participants also mentioned that
policymakers andinvestors must considerthe economic
feasibility of decarbonizationtechnologies.

- Role of policy environments that support credible
transition: Investors emphasized therole of astable
policy environment. They noted the sustainability of
futureindustries depends onpolicies thatincentivize the
purchase and availability of greenelectricity.

45 https://www.enecho.meti.go.jo/en/category/special/article/detail _191.html
46 https://www.meti.go.jp/english/policy/energy_environment/review/index.html
47 https://policies.env.go.jp/policy/roadmap/preceding-region/

- Increasing support forrenewables would provide more
opportunities for Japan: Investorsraised Japan’s potential
forrenewables, particularly offshore floating wind.
However, investors were concerned that evenwith current
capacity, government appetite could resultininsufficient
deployment.Investors haveraisedtheissue thatmore
opportunities arise with expanded applications of
renewable energy globally. Theseinclude electric vehicles
and supporting high-emission sectorsintheir transition
pathways.

- Sustainability-Related Disclosure and Carbon Pricing:
Participants discussed theimportance of sustainability-
related disclosure and carbon pricing forcompanies,
particularly high-emitters, to support their transition.

- Clarity on GX Economic Transition Bond: Investors
expressed concernabout the lack of clarity around
using proceeds for futureissuances of the GXEconomic
TransitionBond and Japan’srelatively slower speed
andscale of policy implementation compared to other
markets. Participantsraised the idea that effortstoaddress
these could attract furtherinternationalinvestment.

- Relationship between climate-related policiesinJapan
and effort forrenewable deployment: Policymakers
provided perspectives ontherelationship among
upcoming climate-related policiesinJapan: The Seventh
Strategic Energy Plan,“NDCs, GX2040 Vision, and the Plan
forGlobalWarming Countermeasures. Government efforts
tounderstand models forrenewable energy deployment
were highlighted, including creating 100 Decarbonization
LeadingAreas by fiscalyear2025.%7

- The Seventh Strategic Energy Plan will substantially
impact companies’ transition, especially utilities: During
the engagement with utilities, companies mentioned they
couldnotcommit beyond policies setby the government.
Thisagain highlights theimportance of anambitious
nationalenergy policy.

- Theimportance of having coherent policymaking:
Investors particularly emphasized merging climate
targetswith Japan’s energy plans. Thisincludes the need
foralignmentamongthe Strategic Energy Plan, sectoral
transitionplans,and NDCs.

Discussants frombothroundtablesraised theneedto
incorporate multiple energy transition scenariosinto the
Strategic Energy Plan, particularly those proposing higher
renewable energy targets. Bothroundtables ended by
acknowledging thatamore granular pathway and specific
roadmap are needed for the Strategic Energy Plan. This would
be supplemented by short-, mid-,andlong-term goals,
including the consideration of 2035 and 2040 energy targets.


https://www.enecho.meti.go.jp/en/category/special/article/detail_191.html
https://www.meti.go.jp/english/policy/energy_environment/review/index.html
https://policies.env.go.jp/policy/roadmap/preceding-region/
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Malaysia Energy Transition Roundtable

AIGCC partnered with Capital Markets Malaysia to host
aroundtable discussion on Malaysia’s energy transition.
Participantsincludedrepresentatives fromvarious
government ministries and bodies,*®institutionalinvestors,
research organizations, and utility companies. The session
beganwith a context-setting presentation by aresearch
organization. This covered the upward trend of investmentinto
the global energy transition, declining costs of energy storage
systemsandrenewables, limitations of ammonia, hydrogen
usedforbaseload powergeneration, Malaysia’s historic
reliance onfossilfuelsand Malaysia’s current energy transition
investment. Considering these factors, severalkey solutions
were proposed to address theseissues: reforming the energy
market, introducing carbon pricing, and developing the
ASEAN grid for cross-borderenergy transmission.

Key discussionhighlights from the roundtableinclude:

- FeedbackonMalaysia’s National Energy Roadmap:
Participants provided perspectives onenhancing and
supporting Malaysia’'simplementation of its NETR.#°

Working Groups at AIGCC

They deliberated onfactorsto considerindrafting the
anticipated Natural Gas Roadmap for Malaysia.

- DiscussiononchallengesinMalaysia’s energy transition
and potential approaches to address those challenges:
Roundtable participantsraised that Malaysiafaces several
challengesinits energy transition, namely, its exponential
energy growth, insufficiency of domestic gas for future
energy security, PPAs that hinderincreased deployment of
renewables, andlack of amarket that supports developing
energy storage solutions. Participantsraised possible
approachestoaddressthese challenges:

« implementingamorerobustemissionreductiontarget
underthe NETR

o deployingmorerooftop solarPVsand microgrids

o investingingrid efficiency and energy storage solutions

« aligningitslong-termgas strategy with decarbonization
commitments

« encouraging stakeholderconsultationforthe country’s
landmark Climate Change Bill

o employingsufficient carbon pricingto promote
investmentin decarbonization solutions

« supportingrenewable energy availability to attract
furtherforeigndirectinvestment.

The engagementin AUEP with participatinginvestors, focus
companies, and policymakersis complemented by various
thematic and market-based working groups at AIGCC.

ViaAIGCC’s Engagement & Policy Working Group and
Physical Risk & Resilience Working Group, AUEP investors
understandhow they canchannel effortsincorporate
engagementand policy advocacy while integrating physical
riskandresilience considerationsintheirengagement.
AIGCC’s Energy Transition Working Group (ETWG) also
activelylinked and supplemented AUEP engagements.
EstablishedinFebruary2023,the ETWG has focused
discussions thispastyearasadynamic forumforAIGCC
investors to exchangeideasonthe best practicesandviews
formanagedcoal phaseout as part of energy transition
challengesinAsia. Relevant sessionsincluded the managed
coalphaseout, therole of decarbonizationtechnology
(e.g.,CCUS andhydrogen), investors’ fossil fuelinvestment

policy, and exploring the feasibility of financingmechanisms
forcoalphaseout(e.g., transition credits).>©

Japan Working Group (JWG) was convenedin October2022
and was the first market-based working group in AIGCC. AUEP
investors are engaging two Japanese utilities. Some Japanese
market-focuseddiscussionsinthe JWG arerelevant to AUEP
investors, including climate shareholderresolution trendsin
Japan, the transition finance framework of Japanese banks
andthe Seventh Strategic Energy Plan.

Recently, AIGCC launched the Asset Owner Working Group
(AOWG) to support Asia-headquartered asset owners®'in
transitioningtonetzero. The AO WG is designed to mobilize
and supportasset ownerstobuild theircapacityinnetzero
investment. Thisincludesinvestingin climate solutions
andinfrastructure like electrical gridinvestments and new
technologyinelectric generation.

48 Thisincludesthe Ministry of Energy Transitionand Water Transformation, the Ministry of Natural Resources and Environmental Sustainability, the Ministry of Economy and the Energy Commission, the

Securities Commission,and Bursa Malaysia.

49  https://www.ekonomi.gov.my/sites/default/files/2023-09/National%20Energy %20Transition%20Roadmap_0.pdf

50 https://rmi.org/transition-credits-are-gearing-up-to-support-global-energy-transformation/
51 Thisincludespensionfunds, sovereignwealthfunds,insurance, endowments, and foundations
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4. Lookingto 2025

Climate changeis now widelyrecognized as a systemic
financialrisk that significantly affects alllong-terminvestors’
portfolios and cannot be divested from. To support the full
implementation of the Paris Agreement, majorcompanies
must move swiftly to address therisks and pursue the
opportunities that climate change and the transitiontonet
zero emissions present.

With this corporate engagementinitiative enteringits fourth
year, investorsin AUEP will continue to push for fasterand more
ambitious climate commitments from focus companies. They
willalso focus onimplementing company strategies to meet
netzero goals, withshort-,medium-, andlong-termemissions
reductionaligned with the Paris Agreement. Given theurgency
of the climate crisisand to address growing systemicrisk,
institutional investors aim to contribute to the climate finance
solutionforphasing out coaland other fossil fuelsinfavor

of cleanenergy technologies. Theyintend tobecome more

activeinengaging with Asian power utility companies and
energy userstoaccelerate the transitionand avoid stranded
assetsandenvironmental costs.

By consideringboththeregion’s supply and demand®?

side of electricity, AUEP investors will continue to engage
withcompaniesunderthe AUEP to build ascience-based
decarbonization strategy and transition plan. Investors will
alsofocusonother AUEP investorexpectations: climate
governance, transparency and disclosure, physicalresilience,
and public policyinthe engagement fornext year. Inaddition
to strengthening dialogueswithfocus companiesonthe
investorexpectations of AUEP, AIGCC will continue to
facilitate engagementbetween policymakers, companies,
andinvestorstoidentify and deploy targeted policy support
thataccelerates andfacilitates higheradoption of renewable
energy andenable credible decarbonization strategies.

52 TheforecastofrisingelectricitydemandinAsiadue toincreasingartificialintelligence use and expansion of regional data center facilities willalso add pressure and urgency to Asian utilities to minimize
theirenvironmentalimpactby expanding theirrenewable capacity and transitioning fasterto achieve theirnet zero goals. Refer to https://asia.nikkei.com/Spotlight/The-Big-Story/Al-s-looming-

climate-cost-Energy-demand-surges-amid-data-center-race
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