M MARKET FORCES | K1 K EresTas

NETWORK

Investor update

Chubu Electric Power
(TSE9502)

Shareholder Proposal for & AR
Improved Climate Governance I 1)) 5%

2 =

b - 9 ~ 2
N g . = =
0} gl

¥ B A TR ——a — — 5]
: Vs = = L=

[y .y / o o i
| ) yo— = = 3

APRIL 2024 ' & : '



Disclaimer

Informational purposes only — This communication is provided solely for informational purposes only and is not, and
should not be construed as, investment advice or investment recommendations for the purposes of the Financial
Instrument Exchange Act of Japan.

No joint-exercise of voting rights — Nothing in this written communication, nor in any related oral discussion, is intended to
be, nor should it be construed as, an offer, an acceptance or a consent, to enter into an agreement for the joint exercise of
voting rights or any other shareholder’ rights for the purposes of the Financial Instrument Exchange Act and Foreign
Exchange and Foreign Trade Act of Japan. If needs be, it is hereby emphasised that each shareholder exercises its
shareholder’s rights independently based upon its own decision and shall not be held liable for its exercise of its
shareholder’s rights in any event or in any result, as a breach of any discussion between the shareholders.

No proxy solicitation — Nothing in this written communication, nor in any related oral discussion, is intended to be, nor
should it be construed as, a “solicitation for proxies” for the purposes of the Financial Instrument Exchange Act of Japan.
The shareholder is not soliciting or seeking any authorization by any other shareholders to exercise their voting rights or
any other shareholders’ rights on their behalf or as their agent at the annual shareholders’ meeting. This is a non-
commercial product for public dissemination only. Not for sale.
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Executive summary

e The board of Chubu Electric Power Co (Chubu) requires directors with climate expertise to
manage climate risks and opportunities.

e Chubu’s current board does not appear to exhibit this expertise, meaning it cannot properly
monitor Chubu'’s decarbonisation pathways and evaluate its transition strategy.

e Chubu is failing to manage climate-related financial risks, particularly facing its joint venture
JERA.* JERA was liable for a penalty for failing to meet the carbon capture and storage (CCS)
target in recent years AND its emissions trajectory is misaligned with a 1.5°C pathway.

e In order for effective reform, we propose improved disclosure to ensure the board is equipped
with climate competent directors.

e A successful proposal willincrease the corporate value of Chubu by enhancing management of
climate-related financial risks and opportunities. It will also increase energy security in Japan
and beyond through self-sufficiency.

*50% owned by Chubu Electric Power Co. Inc., and 50% owned by TEPCO Fuel and Power, Inc,,
a wholly owned subsidiary of Tokyo Electric Power Co. Holdings, Inc. h MARKET FUHBES




Chubu’s board does not appear to
exhibit expertise needed to manage
climate risk
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Climate competency is critical to manage climate risks
and opportunities

Ready f ket and poli hift k
If climate 1.5°C-aligned \eacdy ror market and policy shitts,
competent transition minimising cost increase and seizing Enhanced long-term

opportunities corporate value

Fails to address market and policy shifts,
If climate Delayed seeing costs increase and demand

Decrease in long-
term corporate value
incompetent transition decrease, leading to e.g. lower revenues,

assets being stranded due to early closure

2

The Chubu board is responsible for the company's failure to transition. Further delays will damage
Chubu’s business strategy and potentially harm its long-term corporate value. The board must be
equipped with climate competent directors to change course.
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Japan’s legal frameworks require board climate
competence

Japanese Corporate Governance Code (CGC) Principle 4 requires the board to disclose: 1) the
policies and procedures for director nomination; 2) the evaluation of board effectiveness; 3)
board training policy, among others.

CGC Principle 4.11.1 sets out ‘The board should establish policies and procedures for nominating directors and
disclose them along with the combination of skills, etc. that each director possesses in an appropriate form
according to the business environment and business characteristics, etc., such as what is known as a “skills matrix.”
When doing so, independent director(s) with management experience in other companies should be included.’

Although Chubu has disclosed a skills matrix, there is no description of the board’s competency
to address climate change risks, other than a broad description of “technologies... and
environment” with no clear assessment criteria (skills matrix, see p.79).
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https://www.jpx.co.jp/english/news/1020/b5b4pj0000046kxj-att/b5b4pj0000046l07.pdf
https://www.jpx.co.jp/english/news/1020/b5b4pj0000046kxj-att/b5b4pj0000046l0c.pdf
https://www.chuden.co.jp/english/resource/corporate/ecsr_report_2023_all.pdf

Chubu'’s directors skills matrix fails to account for climate
competence

Directors’ and auditors’ outstanding expertise, experience

Name Position Corporate Finance/Acco Le Risk J"e'ft?i?’?‘lt?%etso Tra?I)s(fgIDrir%g?iLn) ; Internationality /
management unting gal Management Elgﬁggfypgrmer D/ Business Marketing Diversity
Environment evelopment
Katsuno Satoru Chairman of the Board of Directors ‘ ‘ ‘
Hayashi Kingo President & Director ‘ ‘ ‘
Mizutani Hitoshi Director, Executive Vice President » » 9
_g Ito Hisanori Director, Executive Vice President ‘ ‘ ‘
8 Ihara Ichiro Director, Senior Managing Executive Officer ‘
'5 Hashimoto Takayuki Director (External) O 9 »
Shimao Tadashi Director (External) ‘ ‘ ‘
Kurihara Mitsue Director (External) ‘ ‘ ‘
Kudo Yoko Director (External) » D 9
Kataoka Akinori Senior Corporate Auditor (full-time) . » O
" Sawayanagi Tomoyuki Corporate Auditor (full-time) ‘ ‘
% Nagatomi Fumiko Corporate Auditor (external) ‘ ‘ ‘
<:E Takada Hiroshi Corporate Auditor (external) » % »
Nakagawa Seimei Corporate Auditor (external) ‘ ‘ ‘
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https://www.chuden.co.jp/english/resource/corporate/ecsr_report_2023_all.pdf

Investors demand board climate competence

Climate Action 100+ (CA100+) IFRS Sustainability 2 Climate- Investor Group on Climate
Indicator 8 Climate Governance related disclosures Change (IGCC)
Governance Paragraph 6 a)

e Assessments and disclosure of e Independent assessment, or
directors’ competencies with e An entity shall disclose audit, of company director skills
respect to managing climate information about: ii) How the
risks body(s) or individual(s) e Utility company board skill set

determines whether appropriate should include: “Dealing with

e Disclosure of details on the skills and competencies are strategic disruption”, i.e,,
criteria used for the assessments available or will be developed to demonstrated experience in
and/or the measures taken to oversee strategies designed to successfully guiding a company
enhance these competences respond to climate-related risks through a disruption that is

and opportunities fundamentally challenging the

company’s business model
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https://www.jpx.co.jp/english/news/1020/b5b4pj0000046kxj-att/b5b4pj0000046l0c.pdf
https://www.jpx.co.jp/english/news/1020/b5b4pj0000046kxj-att/b5b4pj0000046l0c.pdf
https://www.jpx.co.jp/english/news/1020/b5b4pj0000046kxj-att/b5b4pj0000046l0c.pdf
https://www.jpx.co.jp/english/news/1020/b5b4pj0000046kxj-att/b5b4pj0000046l0c.pdf
https://www.jpx.co.jp/english/news/1020/b5b4pj0000046kxj-att/b5b4pj0000046l0c.pdf
https://www.jpx.co.jp/english/news/1020/b5b4pj0000046kxj-att/b5b4pj0000046l0c.pdf
https://www.jpx.co.jp/english/news/1020/b5b4pj0000046kxj-att/b5b4pj0000046l0c.pdf
https://www.jpx.co.jp/english/news/1020/b5b4pj0000046kxj-att/b5b4pj0000046l0c.pdf
https://www.jpx.co.jp/english/news/1020/b5b4pj0000046kxj-att/b5b4pj0000046l0c.pdf
https://www.jpx.co.jp/english/news/1020/b5b4pj0000046kxj-att/b5b4pj0000046l0c.pdf
https://www.ifrs.org/issued-standards/ifrs-sustainability-standards-navigator/?language=en&year=all&issue-type=all#pdf-collections---translations
https://www.ifrs.org/issued-standards/ifrs-sustainability-standards-navigator/?language=en&year=all&issue-type=all#pdf-collections---translations
https://igcc.org.au/wp-content/uploads/2021/11/IGCC-Climate-Change-Board-Report.pdf

Chubu is failing to meet investor expectations

National

CA100+ Indicator 8 Climate Governance EDF* Grid

Metric 8.1.a The company discloses evidence of Board or Board committee Sl?rtn?fs;gre]go
oversight of the management of climate change risks. Committea”

President chairs

Metric 8.1.b The company has named a position at the Board level with the “Zero

responsibility for climate change. Emissions
Body Committee”.

Metric 8.3.a The company has assessed its board competencies with Failed. No
respect to managing climate risks and discloses the results of the evidence of
assessment. assessment.

v
v
v
X

Metric 8.3.b The company provides details on the criteria it uses to assess
its Board's competencies with respect to managing climate risks and
opportunities, and the measures it is taking to enhance these
competencies.

Failed. Criteria
not publicly
disclosed.

v
v
X
X

*EDF stands for Electricité de Frances S.A.
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Chubu is failing to adequately manage
the climate-related financial risks from
Iits carbon intensive investment in its
joint venture, JERA
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As Japan'’s largest carbon emitter, JERA faces massive

transition risk

e JERA is the largest carbon emitter in
Japan, emitting 154 Mt-C0O2 (FY2022)

e JERA currently generates 100% of its
electricity from fossil fuels (75% gas,
25% coal)

e At least 65% of the electricity Chubu
sold in FY2022 was from gas, coal
and oil

200

150

100

50

JERA J-Power Kansai  Nippon Steel

Emitted MT CO2 (FY2022): JERA is the largest carbon emitter in Japan
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https://www.jera.co.jp/en/sustainability/data/e
https://www.jera.co.jp/static/files/en/ir/library/pdf/20233Q_Presentation%20Materials%20for%20Investors_r1.pdf
https://miraiz.chuden.co.jp/company/supply/configuration/index.html

Electricity JERA generates Electricity Chubu sold
(as of Dec 2023) (FY2022)

Others*
35%

Gas
42%

Coal
22%

*Others include renewable, hydro, Feed-in Tariff, Electric Power Exchange
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This risk is not being managed and targets are insufficient

Incompatible with 1.5°C Paris goal, even fall short of STEPS Japan, or 2.4°C warming scenario

e NZE2023 (p.128) requires 45% reduction

from 2022 by 2030; net zero by 2035 in the Emissions trajectories of NZE power sector (advanced economies),
power sector in advanced economies STEPS Japan, Chubu and JERA compared
mmmm STEPS Jopan — messs NZE (15°C)  =sssm Chubu JERA 2035

e Stated Policy Scenario (STEPS) Japan target

requires 47% reduction from 2022 by 2030; 0

83% reduction by 2050

-20

e Chubu (p.40) aims to reduce emissions by 20

50% by 2030 compared to 2013, which is
equivalent to 28% reduction from 2022; 60

aims for net zero emissions by 2050
-80

o JERA (p.48) aims to reduce emissions by
60% by 2035 compared to 2013, which is -100 5029 2030 2035
equivalent to 44% reduction from 2022;
aims for net zero emissions by 2050
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https://iea.blob.core.windows.net/assets/86ede39e-4436-42d7-ba2a-edf61467e070/WorldEnergyOutlook2023.pdf
https://www.iea.org/data-and-statistics/data-product/world-energy-outlook-2023-free-dataset-2
https://www.chuden.co.jp/english/resource/corporate/ecsr_report_2023_all.pdf
https://www.jera.co.jp/en/sustainability/ccb2023

No target to phase out coal and gas, delaying a transition
to fossil-free power system, bears a huge financial risk

IEA NZE conclusions Chubu & JERA policies

Power sector must be decarbonised by
2035 in advanced economies

No target to phase out coal and gas power
generation - neither Chubu nor JERA

JERA’s thermal power plants will likely burn
50% coal and 70% gas in 2035

No room for new oil and gas fields. “A global
[LNG] supply glut forms in the mid-2020s and
under construction projects are no longer
necessary.”

No policies to rule out investing and
developing new oil and gas fields

Upstream gas expansion includes gas fields
such as Barossa and Scarborough in Australig,
Freeport LNG facility in the US

IEA: “The volatility of fossil fuel prices means that revenues could fluctuate from year to year — but the bottom

line is that oil and gas becomes a less profitable and a riskier business as net zero transitions accelerate. |...]
If all national energy and climate goals are reached, this [oil and gas companies] value is lower by 25%, and
by 60% if the world gets on track to limit global warming to 1.5 °C.”
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https://www.iea.org/reports/the-oil-and-gas-industry-in-net-zero-transitions/executive-summary

JERA is actually exacerbating transition risk exposure with
massive downstream fossil fuel infrastructure in Asia

IPCC (AR6) conclusions

Emissions from existing fossil fuel
infrastructure without additional
abatement would exceed the total limit of
emissions in 1.5°C pathways with no or
limited overshoot

Chubu & JERA policies

No policies to rule new out coal and gas
infrastructure - neither Chubu nor JERA

Downstream gas expansion includes 5 LNG import
terminals and LNG to power projects with nameplate
capacity of 11.6GW in Bangladesh and Vietnam. JERA is
also aggressively building up fossil-based hydrogen
and ammonia supply chain, including Indonesia,
Malaysia, the Philippines, and Thailand.

Planned renewables development dwarfed by current fossil fuel fleet and planned fossil fuel growth.
e Chubu aims to add marginal 2.4 GW of renewable power by FY2030 from Sep 2023 levels.
e JERA aims to add marginal 2.5 GW of renewable power by FY2025 from FY2022 |evels.
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https://www.chuden.co.jp/english/energy/renewable/initiatives/
https://www.jera.co.jp/static/files/en/ir/library/pdf/20233Q_Presentation%20Materials%20for%20Investors_r1.pdf

Chubu and JERA have no genuine transition plans

Chubu’s success in its transition plan “Zero Emissions Challenge 2050” depends™* on JERA'S
transition plan “Zero CO2 Emissions 2050,” both of which are riddled with problems.

Problems with Chubu and JERA's transition plans:

e They are carbon intensive and misaligned with Paris climate goals

e Gas (including gas-derived hydrogen and ammonia) is expensive and locks the companies
into dependency on volatile international energy markets

e Chubu and JERA assume subsidies for commercialising hydrogen & ammonia-based power
generation technologies

e Renewable energy is cheap and becoming cheaper each year. It is increasingly outcompeting
baseload gas power

*66% of the electricity Chubu sold was purchased from JERA in FY2022 (p.28). Coal and gas . i;l
accounted for at least 64% of the power Chubu sold to consumers in FY2022. MARKET F[]H[:ES



https://www.chuden.co.jp/english/esg/environment/zeroemissions/
https://www.jera.co.jp/en/corporate/about/zeroemission
https://www.ammoniacoalfiring.info/
https://www.renewable-ei.org/en/activities/column/REupdate/20231201.php
https://www.chuden.co.jp/english/resource/ir/eir_irlibrary/decarbonization/decarbonization_01.pdf
https://www.chuden.co.jp/ir/ir_siryo/yukashoken/__icsFiles/afieldfile/2023/06/29/99yuho.pdf
https://miraiz.chuden.co.jp/company/supply/configuration/index.html

Chubu and JERA have no genuine transition plans - their
plans are carbon intensive

140 Case 1 Case 2 Case 3 ( h
The development timelines and emissions e -
trajectories for JERA's ammonia and hydrogen 00
technology are misalighed with Paris climate .
goals:
60
e Coal: JERA plans to start operating 80% coal %
20% ammonia combustion by late 2020s; 50% 20 e b SO
coal 50% ammonia by early 2030s. 0 et
e Gas: JERA plans to start operating 70% gas 30% E £ _%é E % *E 757
hydrogen combustion by the mid 2030s (JERA, J = £ 3 : 58 :
2024, p.25). ¢ R |3 £ | 8 i
- 2
This means JERA leaves its emissions from coal 100% coal \30% coal J 12%coal | 7% coal
and gas power plants barely addressed by 2035, S prsatee Sstpteiseen
when the emissions from the power sector must Comparison of lifecycle emissions from coal-fired
LoucaNOLZOLOIpEC SR various L":Li?::i“&::it‘;éﬁ;‘iZZ.‘,’;J'('[:‘%“)"."“ A MARKET FORCES
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https://www.renewable-ei.org/en/activities/column/REupdate/20231201.php
https://www.renewable-ei.org/en/activities/column/REupdate/20231201.php
https://www.jera.co.jp/static/files/en/ir/library/pdf/20233Q_Presentation%20Materials%20for%20Investors_r1.pdf
https://www.jera.co.jp/static/files/en/ir/library/pdf/20233Q_Presentation%20Materials%20for%20Investors_r1.pdf
https://iea.blob.core.windows.net/assets/86ede39e-4436-42d7-ba2a-edf61467e070/WorldEnergyOutlook2023.pdf
https://iea.blob.core.windows.net/assets/86ede39e-4436-42d7-ba2a-edf61467e070/WorldEnergyOutlook2023.pdf
https://iea.blob.core.windows.net/assets/86ede39e-4436-42d7-ba2a-edf61467e070/WorldEnergyOutlook2023.pdf
https://www.renewable-ei.org/en/activities/column/REupdate/20231201.php

Chubu and JERA have no genuine transition plans - their
plans are expensive and volatile

LNG is expensive and relying on imports leaves energy systems susceptible to price fluctuations.
Switching to imported hydrogen and ammonia made from fossil fuels will not solve the vulnerability

of energy systems.

. I
LNG price (Japan Korea Marker) Japan's trade balance “Japan runs the
1 risk of worsening
80 °
| its long-term
" n ‘ “ n 1. | energy security”
T | L l I
5 LN | ‘ | ‘ (BNEF 2022, p.18).
-1
2 . &
£ § =
& i3]
o
20 -3
4
L= 00 it it el ot ol o, et e Dot Tl e NN NN NN NN N MMM
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https://www.marketforces.org.au/campaigns/asia/japan-lng-expansion/
https://shareholderaction.asia/wp-content/uploads/2023/04/2023-04-10_EN_TEPCO-_-Chubu-investor-briefing.pdf
https://www.marketforces.org.au/info/hydrogen/
https://assets.bbhub.io/professional/sites/24/BNEF-Japans-Costly-Ammonia-Coal-Co-Firing-Strategy_FINAL.pdf

Defective transition plan — it is expensive and volatile

Hydrogen and ammonia myth: “We can use existing assets” is not quite true

An energy economics analysis (BNEF 2022, p.9 and p.20) points out:
e Burning 20% ammonia “would be more expensive than the running costs... of CCGT plants in
2024-2030."
e Retrofitting coal plants “to burn ammonia is economically unviable.” Higher co-firing ratio will
likely require higher capex for major upgrades and replacements of the burners, also bigger
fuel storage tanks and more advanced equipment to capture NOx will be needed.

Chubu and JERA assume subsidies for commercialising these technologies

e Itis arisky bet to base strategy on government handouts.
e These technologies have only marginal emissions reduction potential (see previous slide,
see also BNEF 2022, p.1; REI 2023; Trencher et al., 2024, p.15).

Bl MARKET FORGES


https://assets.bbhub.io/professional/sites/24/BNEF-Japans-Costly-Ammonia-Coal-Co-Firing-Strategy_FINAL.pdf
https://www.chuden.co.jp/english/resource/ir/eir_irlibrary/decarbonization/decarbonization_01.pdf
https://assets.bbhub.io/professional/sites/24/BNEF-Japans-Costly-Ammonia-Coal-Co-Firing-Strategy_FINAL.pdf
https://www.renewable-ei.org/en/activities/column/REupdate/20231201.php
https://www.tandfonline.com/doi/full/10.1080/14693062.2024.2302324

Chubu and JERA have no genuine transition plans - their
plans expensive and volatile -

Forecast electricity cost in Japan (LCOE)

600

e Renewable energy is cheap and
lbecoming cheaper.

500

= 400
O
e Basing Japan'’s electricity system on 2
. . S
renewable energy Is both technically & 300
. ~ . o
achievable and economically feasible. 3
< 200 100% ammonia retrofit range
e Ammonia retrofit will never be competitive \‘ﬁm -
: 100 —
in Japan.
0
Compqnies like Chubu and JERA should use 2024 2026 2028 2030 2032 2034 2036 2038 2040 2042 2044 2046 2048 2050
their influence to enable energy systems ——Solar + battery Offshore wind ——Onshore wind + battery
based on renewable energy for energy self Adapted from Bloomberg New Energy Finance reports on Japan

sufficiency. Dt MARKET FORGES


https://www.agora-energiewende.de/en/publications/renewable-pathways-to-climate-neutral-japan/
https://www.agora-energiewende.de/en/publications/renewable-pathways-to-climate-neutral-japan/
https://emp.lbl.gov/publications/2035-japan-report-plummeting-costs
https://assets.bbhub.io/professional/sites/24/BNEF-Japans-Costly-Ammonia-Coal-Co-Firing-Strategy_FINAL.pdf
https://assets.bbhub.io/professional/sites/24/BNEF-Japans-Costly-Ammonia-Coal-Co-Firing-Strategy_FINAL.pdf

Chubu and JERA have no genuine transition plans - their
plans expensive and volatile

Forecast electricity cost in Vietham (LCOE $/MWh 2022 real)
Adapted from Bloomberg New Energy Finance reports on Vietham e In Vietnam, both gas (CCGT) and coal

350 will soon be more expensive than solar
and onshore wind even with storage.

300

250 e Ammonia and hydrogen retrofit will
never be competitive in Vietham.
200 P —
—
150
B
100
C —= O
50 —_—
0
2023 2030 2050
B cas(ccet) M Coal B 50% gos 50% hydrogen [} 50% ceal 50% ammonia HMARKET F[]H[:ES

B 100% ammonia 100% hydrogen Solar + battery [l Onshore wind + battery



https://assets.bbhub.io/professional/sites/24/20231020_Vietnam-TCF-report-with-factsheets-EN.pdf

Ineffective ‘transition’ endeavours have already cost
hundreds of millions

The Chubu board has failed to supervise and monitor the Group’s transition, and intends to pour
shareholder capital into expensive and unproven technologies discussed previously.

»
@ ™

e NOVEMBER 2021

REUTERS® Chevron, partners to fork out for carbon offsets
for Gorgon LNG carbon capture shortfall*
*collectively liable to pay US$ 184 million
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https://www.reuters.com/business/sustainable-business/chevron-invest-29-mln-address-co2-injection-shortfall-australia-lng-site-2021-11-11/
https://www.reuters.com/business/sustainable-business/chevron-invest-29-mln-address-co2-injection-shortfall-australia-lng-site-2021-11-11/
https://www.bloomberg.co.jp/news/articles/2024-01-31/S85AJNT0AFB400
https://www.bloomberg.co.jp/news/articles/2024-01-31/S85AJNT0AFB400

Conclusion: Shareholders urged to vote for “Director
Competancy” shareholder proposal

e As discussed, Chubu is failing to properly manage the climate risks from its carbon intensive
iInvestment in JERA. To address these risks and seize the opportunities, the Chubu board must
have expertise in overseeing and monitoring climate-related risks and opportunities.

e The outcome of our proposal will increase the corporate value of the Group by enhancing
management of climate-related financial risks and opportunities. It will also increase energy
security in Japan and the world through increased energy self sufficiency.

e See the bottom of the slides for the full proposal text.

e For the full proposal text along with the supporting statement, visit here.
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https://shareholderaction.asia/

DECEMBER 2021
Market Forces
began engaging
with Chubu & JERA

subsequently joined
by Kiko Network

POST 2022 AGM

(& TEPCO), Co-filers continued
engaging with
Chubu and JERA*

Engagement timeline

JULY 2023

Requested a meeting
with Chubu (Chubu
requested us to wait until
the release of its 2023
Group Report)

NOVEMBER 2023
Meeting held

directors’ climate

in writing without

Chubu explained its
competence verbally and

addressing the concerns
raised in this briefing

MARCH 2024
Meeting held without board
members.

Chubu didn't provide
adequate response to
concerns raised in this
briefing

2022 AGM

ltem 9: Partial
amendment to the
articles of incorporation
(disclosure of asset
resilience in line with a
net zero by 2050
Pathway) received
strong 19.9% support
from shareholders

2023 AGM

Item 10: Partial amendment
to the articles of
incorporation (disclosure of a
policy to align with a net zero
by 2050 pathway) received
similar strong 19.6% support
from shareholders

*JERA has continued declining to meet post 2022 AGM. We asked Chubu to
invite JERA to join the meeting, but again the request was declined.

SEPTEMBER 2023

Chubu released its 2023 Group
Report and informed us of the
release

Market Forces requested a
meeting with Chubu in October
(Chubu requested to push it
back to November)

FEBRUARY 2024
Requested a
meeting with
Chubu board
members

Dl MARKET FORGES



Amendment to the articles of incorporation is the only
pathway

e The proposal to amend the company’s articles of incorporation in part is the most commonly
used approach to make shareholder proposals in Japan, and the approach taken in this
proposal. The majority of the shareholder proposals filed in 2023 took this form.

e Under Japanese corporate law, the sole legal pathway for a shareholder proposal on climate
change is via an amendment to a company’s articles of incorporation.

e The legal effect of such shareholder proposals is the same as the “special resolutions” on
climate change filed and passed at UK companies including Barclays, BP, Royal Dutch Shell,

Rio Tinto and Anglo American, which take binding effect as part of the companies’
constitutions. — Client Earth
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https://www.whitecase.com/insight-alert/japan-2023-proxy-season
http://www.japaneselawtranslation.go.jp/law/detail/?vm=04&re=01&id=3206
https://www.clientearth.org/media/za2htevt/shareholder-proposal-on-climate-in-japan.pdf
https://www.clientearth.org/media/za2htevt/shareholder-proposal-on-climate-in-japan.pdf

Proposal text

Partial amendment to the Articles of Incorporation (Director competencies for the effective
management of climate-related business risks and opportunities)

The following clause shall be added to the Articles of Incorporation:
Chapter 4: “Directors and Board of Directors”

Clause: “Director Nomination (Director competencies for the effective management of climate-
related business risks and opportunities)”

To promote the long-term success of the Company, given the risks and opportunities associated
with climate change, the Company shall establish and disclose policies and processes for
nominating directors and evaluating the board’s effectiveness that ensure the management of
climate-related business risks and opportunities is embedded in the Company’s core
management strategy, noting the appropriate balance and diversity of knowledge, experience

and skills of the board as a whole.
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Thank you for your attention

Asia Shareholder Action
https://shareholderaction.asia/
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