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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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Outline

e Executive Summary

e Megabanks continue to pour billions into fossil fuel expansion, undermining_climate
commitments and exacerbating acute and systemic risks

e Megabanks must disclose clear criteria and processes to assess high-emitting clients’
transition plans

e Megabank boards must demonstrate competency to manage and oversee climate-related

financial risks and opportunities

e Conclusion: Need for enhanced risk management and transparency.
e History of engagement

e Proposal text

e Annexes
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Executive Summary

The Japanese Megabanks are among the world’s top 10 financiers of the fossil fuel industry*
and are failing to adequately manage climate-related financial risk to their companies.

To address these failings, we propose the following policy reform:

Disclosing effective transition plan assessments for clients: Ensuring fit for purpose governance: The current
MUFG, SMBC, and Mizuho are contradicting their pledges to Megabank boards do not appear to have the

global net-zero emissions by 2050, funneling $545 billion into capacity to oversee climate risks and opportunities.
the fossil fuel industry since the Paris Agreement. They persist For the boards to effectively assess decarbonisation
in financing firms misaligned with climate objectives. Clear pathways or strategy effectiveness, and mitigate
frameworks for evaluating customer transition plans are associated financial risk, the boards need to equip
imperative to meet the banks’ climate commitments. with directors with climate expertise.

The outcome of our proposal will increase the corporate value of Japanese Megabanks by enhancing the
management of climate-related financial risks and business opportunities.

*In 2022. Source: Banking_ on Climate Chaos
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https://www.bankingonclimatechaos.org/

Megabanks continue to pour billions
Into fossil fuel expansion, undermining
climate commitments and
exacerbating acute and systemic risks
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Cumulatively, the Megabanks are among the top global
fossil fuel financiers since the Paris Agreement

Total financing to fossil fuel sector

JPMorgan Chase
Citi

Wells Fargo
Bank of America
RBC

MUFG

Barclays

Mizuho
Scotiabank

TD

BNP Paribas
Morgan Stanley
HSBC

Goldman Sachs
Bank of Montreal
SMBC Group

Bank of China
ICBC

CIBC

Credit Suisse

$150B $2008 $2508 $3008 $3508 $400B $4508 $5008
I | $434.15 B
$332.91 B
$316.70 B
$279.73 B
$249.98 B
] $219.64 B
| $190.58 B
| $189.61 B
T $182.31 B
o I $173.20 B
I . $165.89 B
| $153.43 B
DN  $144.93 B
| $143.28 B
[/ — $138.38 B
[D— $135.96 B
[ | $134.46 B
e $133.76 B
0/ — $114.54 B

I $104.62 B

2023 lending figures
(due out in May 2024)
are expected to place
the Japanese banks
even higher in the
rankings

Source: Banking On Climate Chaos 2023

A MARKET FORCES




The world'’s top 10 fossil fuel financier in 2022

RIB C | —
JPMorgan Chase | —

All Megabanks Wells Fargo
fall within the Bank of America
top 10 banks cit

financing fossil e
fuels in 2022 Scotiabank

D

Mizuho

SMBC Group

10,000,000,000 20,000,000,000 30,000,000,000 40,000,000,000 50,000,000,000

Source: Banking On Climate Chaos 2023
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Megabanks do not have effective decarbonisation
strategies and policies to reduce capital allocation to

misaligned activities

Transition Pathway Initiative scores on decarbonisation strategy (capital allocation
to misaligned activities)
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Has committed to end all project financing dedicated to the exploration and
development of new oil and gas fields?

Has committed to end all on- and off-balance sheet activities dedicated to the

exploration and development of new oil and gas fields misaligned with a 1.5°C
pathway?

Does the bank’s oil and gas policy include an exclusion threshold for investees with oil
and gas expansion plans or with operations in unconventional oil and gas?

X SIS
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https://www.transitionpathwayinitiative.org/banks
https://www.mufg.jp/dam/csr/report/2023/sr2023_en.pdf
https://www.smfg.co.jp/english/sustainability/materiality/environment/climate/pdf/tcfd_report_e_2023.pdf
https://www.mizuhogroup.com/binaries/content/assets/pdf/mizuhoglobal/sustainability/overview/report/tcfd_report_2023.pdf
https://www.hsbc.com/-/files/hsbc/our-approach/risk-and-responsibility/pdfs/221214-hsbc-energy-policy.pdf
https://www.ing.com/Sustainability/Our-Stance/Oil-gas-industry.htm

Megabanks have
failed to phase
down fossil fuel
financing compared
to peers with better
policies

Financing for all fossil fuels (USD)
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Megabanks leave room to finance coal in 2024

IEA NZE No new fossil fuel supply projects to be developed. No
requirement new thermal or metallurgical coal mines or extensions.

Unlike HSBC and JP Morgan, Megabanks’ policies don't
rule out financing companies building expanded coal
Peer mines (even though most finance to the sector is
comparison through corporate finance). Also, unlike HSBEC and
Westpac, the Megabanks’ policies don't rule out
financing new metallurgical coal mines.
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Adaro Energy Indonesia (Adaro) - a thermal coal
mining company previously financed by the
Megabanks can | Megabanks. Adaro’s Decarbonisation Journey is not
still finance... credible or Paris Agreement-aligned and includes
plans to expand coal production. Adaro derived 98% of
its 2022 revenue from coal.
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https://www.hsbc.com/news-and-views/news/hsbc-news-archive/were-phasing-out-coal-financing
https://www.jpmorganchase.com/content/dam/jpmc/jpmorgan-chase-and-co/documents/jpmc-esg-report-2022.pdf
https://www.hsbc.com/news-and-views/news/hsbc-news-archive/were-phasing-out-coal-financing
https://www.westpac.com.au/content/dam/public/wbc/documents/pdf/aw/ic/Westpac-2023-Climate-Report.pdf
https://www.marketforces.org.au/campaigns/asia/japanese-megabanks/

Megabanks continue to finance oil and gas, including risky
upstream and LNG infrastructure projects

No new gas fields. “A global [LNG] supply glut forms in
the mid-2020s and under construction projects are no
longer necessary.” (p.139)

IEA NZE
requirement

Unlike Commbank and OCBC, Megabanks have no

- | Peer L . .

=1 | comparison policies to rule out f!ngncmg new and expanded gas

> projects and no policies to incentivise client transition.

»

T

‘2 US Gulf projects including the expansion of Cameron,

o Rio Grande and Freeport LNG export terminals. These
Megabanks can projects, which Megabanks have financed before, are

associated with considerable risk because of

still finance... . "
environmental harms to local communities and

fisheries, and because of the Biden Administration’s
pause on LNG export permits.
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https://iea.blob.core.windows.net/assets/86ede39e-4436-42d7-ba2a-edf61467e070/WorldEnergyOutlook2023.pdf
https://www.commbank.com.au/content/dam/commbank/about-us/download-printed-forms/environment-and-social-framework.pdf
https://www.ocbc.com/iwov-resources/sg/ocbc/business/pdf/sustainability/ocbc_net_zero_report.pdf
https://www.ran.org/wp-content/uploads/2023/10/RGV_LNG_2023_UPDATE-1.pdf
https://www.ft.com/content/5c051556-6efd-4db3-9152-508d7e0de566
https://www.ft.com/content/5c051556-6efd-4db3-9152-508d7e0de566
https://www.whitehouse.gov/briefing-room/statements-releases/2024/01/26/fact-sheet-biden-harris-administration-announces-temporary-pause-on-pending-approvals-of-liquefied-natural-gas-exports/
https://www.whitehouse.gov/briefing-room/statements-releases/2024/01/26/fact-sheet-biden-harris-administration-announces-temporary-pause-on-pending-approvals-of-liquefied-natural-gas-exports/
https://www.marketforces.org.au/campaigns/asia/japanese-megabanks/

Enabled by a lack of effective policy, Megabanks are
risking their reputation on Barossa and Darwin LNG...

..projects fiercely opposed by local communities that threaten Indigenous rights, sacred
sites, and natural environments.
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Indigenous People protest against gas
development project in Australia Tokyo
MX TV's 8 bit news

Tiwis take on Tokyo to tame gas project they say
threatens their island culture Sydney Morning Herald

Indigenous Australians visit Korean
Parliament to demand companies
halt gas project M Economy News

Find out more
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https://www.marketforces.org.au/campaigns/asia/japanese-megabanks/

Without effective policy, the Megabanks are also at risk of
financing these carbon intensive expansion projects

A carbon bomb in Chattogram, Bangladesh of close to 20GW, Dollar crisis
with lifetime emissions of 1.38 billion tonnes of CO2-¢, e
threatening the climate, local ecosystems and communities. ﬂnd gﬂs Import
e MUFG is reportedly providing Financial Advisory Services (FAS) for
imported LNG-based gas-fired combined cycle power plants with Reserves
500 to 600 MW capacity in Chattogram. SMBC is reportedly
Megabanks can providing FAS for 1.4 GW gas-fired power plant in Chattogram. 2021 (October) _

still finance... 2024 (February) FUSD 2561

e TOO EXPENSIVE: The Bangladesh government was forced to seek a
UsS$2.1b loan to afford fuel imports and manage the country’s
ongoing gas crisis. Bangladesh'’s LNG deals are “priced higher than . .
the prevailing market due to the sovereign guarantees needed and Gas import capacity
Bangladesh's lower credit rating”(S&P Global). By 2030, its annual B bilion ct/day
LNG import cost would be an estimated US$8.4 billion. If LNG prices L\ 2026
remain high, project developers and their investors risk failing to
recoup costs if Bangladesh is unable to afford expensive LNG.
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Graphic source: https://en.prothomalo.com/bangladesh/yum5wytllu
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https://www.tbsnews.net/bangladesh/energy/bangladesh-gets-21-billion-loan-itfc-smooth-import-petroleum-fuel-lng-788846
https://gasoutlook.com/analysis/bangladesh-gas-crisis-worsens-as-two-fsrus-cease-operations/
https://www.spglobal.com/commodityinsights/en/market-insights/latest-news/lng/020124-bangladesh-leans-towards-long-term-lng-contracts-with-recent-deals
https://fossilfreechattogram.com/the-problem/
https://en.prothomalo.com/bangladesh/yum5wyt1lu
https://en.prothomalo.com/bangladesh/yum5wyt1lu

By not having effective decarbonisation strategies,
Megabanks undermine their own climate commitments
and exacerbate systemic financial risks

e ‘Some respondents [from financial authorities]
Chronic physical risk impact emphasize.. that unless an orderly and fast-paced
Asset & productivity damages (% of GDP) transition process is implemented, climate-related
due to high global mean temperature risks will end up representing a major source of

0 systemic risks in the future, and hence need to be
j = — monitored closely.’ (FSB 2022)

-6

-8 e ‘More precisely, physical risks in hot house world
:}g scenarios (Current Policies or Nationally Determined
14 Contributions scenarios) will lead to the strongest
16 negative impacts on GDP with economic cost
:;g diverging significantly after 2040. (NGFS 2022)

2020 2030 2040 2050 2060 2070 2080 2090 2100

= Delayed Transition Divergent Net Zero = Current Policies = NDCs = Net Zero 2050 = Below 2°C E MARKET F[]H[:ES



https://www.ngfs.net/sites/default/files/medias/documents/ngfs_climate_scenarios_for_central_banks_and_supervisors_.pdf.pdf
https://www.fsb.org/wp-content/uploads/P151122.pdf
https://www.ngfs.net/sites/default/files/medias/documents/ngfs_climate_scenarios_for_central_banks_and_supervisors_.pdf.pdf

By failing to meet their own commitments, the Megabanks
also put themselves at risk of greenwashing_claims

Decarbonisation Science says Mizuho |Comments
sector
IEA NZE( ): “By 2030, global power sector o
Power emissions are down about... 45% in the NZE Scenario” Megabanks’ intensity targets for 2030

and down to net zero by 2045

range from a below 2 degrees scenario.

Oil and Gas

IEA NZE: Compared to 2022, emissions from oil and
gas fall 26% by 2030 53% by 2035

2030 target ranges set by Mizuho and
SMBC start from just 12% and MUFG from
15%. All of them are limited to upstream
business, excluding significant
midstream and downstream emissions.

Coal mining

IEA NZE( ): “In the NZE Scenario, global coal
production declines by 45% to 2030 and a further 85%
between 2030 and 2050”

Megabanks have targets to reduce
thermal coal mining financed emissions
or loan balance to zero in 2030 for OECD
countries and in 2040 for the rest of the
world.

Coal power

IEA NZE( ): “By 2030, with new construction
slowing and efforts to transition away from coal
underway in many countries, the share of unabated
coal in electricity generation falls below... 15%"

X )| X | X|:
X )| X | X|
X )X X

Megabanks only have targets to reduce
coal power loan balance to zero by
2040.
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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.unepfi.org/wordpress/wp-content/uploads/2022/08/NZBA-intermediate-target-disclosure-checklist.pdf
https://shareaction.org/news/are-banks-greenwashing-with-their-green-finance-claims

Megabanks must disclose clear criteria
and processes to assess high-emitting
clients’ transition plans
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Megabanks current approach lacks clarity for clients

Japanese Megabanks emphasise the importance of engagement with their clients to understand
and support clients’ transition strategies, but...

l. Megabanks do not require their clients to have Il. Megabanks do not have a clear process, timelines,
credible 1.5°C pathway-alignhed transition plans or metrics to evaluate clients’ progress and to

and strategies, undermining the central purpose of determine whether to continue financing to clients who
transition finance. lack plans to align with 1.5°C-degree pathways.

As a result, investors cannot be confident if megabanks approaches to support client transition are effective.
Megabanks can face financial risks and reputational risks associated with continued support to companies not
transitioning adequately, and risks associated with the banks not meeting their own net-zero commitments.

Dl MARKET FORGES




Risks of inadequate client transition plan assessments -
Default risk

Megabanks face financial risk by funding companies expanding sectors incompatible with climate goals, exposing
them to increasing transition risk.

e |[EA: “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."

According to studies on European banks, banks with significant exposure to fossil fuel assets could be at risk of not
having sufficient equity to cover their losses if global warming is limited to 1.5 °C.

2023 saw a 26% rise in companies defaulting on loans in Japan. Financial experts have recently questioned the
Megabanks’ ability to detect accounting fraud on the part of Japanese companies.

Without proper assessment criteria and procedures in place, Megabanks’ substantial exposures to fossil fuel
companies leave them at risk.

Bl MARKET FORGES


https://www.iea.org/reports/the-oil-and-gas-industry-in-net-zero-transitions/executive-summary
https://reclaimfinance.org/site/wp-content/uploads/2021/06/Report-Fossil-Assets-the-new-subprimes.pdf
https://www.nikkei.com/article/DGXZQOUB14ANV0U4A210C2000000/

Risks of inadequate client transition plan assessments -
Falling short of investor expectations

Megabanks do not meet investor expectations:

o TPI: Bank decarbonisation strategies must include ‘financing conditions for high-emitting
sectors linked to a 1.5°C pathway’ and ‘explicit criteria for withdrawal of financing from
misaligned fossil fuel activities'. The three megabanks scored low on this point. (See Slide

8)

o SBTI Position Paper: one of the four requirements for net-zero science-based targets for
financial institutions (FlIs) is ‘Transition’, where “FIs shall engage existing fossil fuel company
counterparties to achieve 1.5°C transition [sic| using quantitative and qualitative criteria
and public transition plans.”

This sets the Megabanks behind their peers, risking their reputations in financial markets.
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https://www.transitionpathwayinitiative.org/banks
https://sciencebasedtargets.org/resources/files/The-SBTi-Fossil-Fuel-Finance-Position-Paper-Consultation-Draft.pdf

Megabanks’ engagement approach lacks clear
consequences when clients fail to present credible

transition plans

From Megabanks’ disclosure, it is not clear if banks require clients to demonstrate credible
transition plans for banks to continue supporting them. Megabanks also do not stipulate clear
timelines for clients to develop credible transition plans.

Considering investor expectations, credible transition plans include, but are not limited to:

e Aligned with a 1.5°C pathway:
o Short, medium and long-term Scope 1, 2 and 3 greenhouse gas emissions reduction

targets

o Capital expenditure plans
e No unreasonable reliance on carbon offsets or negative emissions technology to achieve

emissions reductions.

Megabanks do not meet these requirements and are falling behind competitors. See Annexes

(slide 36&37) for detail. Bl MARKET FORCES




Risks of inadequate client transition plan assessments -
Legal and regulatory risk

Megabanks’ engagement approaches lack credibility; their criteria for assessing clients’
transition plans are unclear. Additionally, they promote ‘transition finance' to continue to support
fossil-fuel based technologies, which seems economically and environmentally questionable.
This exposes the banks to legal and regulatory risk as they can be accused of greenwashing.

Greenwashing claims can have a wide range of Risks for investors
legal and regulatory foundations e Corporate value would decrease and sustainable
e Law of misrepresentation/negligent misstatement, growth is threatened
e Advertising codes, e Reputational damage and loss of social license
e Consumer protection law, e Fines and other sanctions by regulators
e Market disclosure regulation, e Liability of board of directors over failure to fulfill
e Breach of contractual provisions, their duty of care

Competition law

“Greenwashing does not require intentionality”

- AIGCC and Client Earth Dl MARKET FORGES



https://aigcc.net/wp-content/uploads/2023/10/AIGCC_ClientEarth_Greenwashing-Japan-edition-HiRes_October-2023.pdf

MUFG pushing problematic ‘transition’ finance
agenda in Southeast Asia

e MUFG has developed “Asia Transition Guidelines” through the Asia Transition
Finance Study Group (ATFSG) which have drawn criticism from investors for FINANCE GUIDELINES
reflecting Japanese energy policies and being unsuitable for Southeast Asia. o

e MUFG spearheaded the development of the NZBA Transition Finance Guide
which blindly follows Japan’s Ministry of Economy, Trade and Industry
technology roadmayp as one of the benchmarks for verification, despite
criticisms of its lack of scientific basis.

e MUFG’s "Asia Transition White Paper’, centering on power sector
decarbonization, reiterates the use of ammonia co-firing and CCUS although
these ‘technologies’ would prolong the use of fossil fuels.

Finance Guide
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https://www.enecho.meti.go.jp/category/others/aggpm/ATFSG_Annual_Report_2023.pdf
https://asiareengage.com/banking-on-transition-technologies-beware-of-lock-in-traps/
https://www.unepfi.org/wordpress/wp-content/uploads/2022/10/NZBA-Transition-Finance-Guide.pdf
https://www.iges.or.jp/jp/pub/transition-finance-jpn/ja
https://www.mufg.jp/dam/csr/report/transition/asiawhitepaper2023.pdf
https://www.climatechangenews.com/2023/03/02/japans-green-transformation-would-derail-the-energy-transition-in-asia/

SMBC claims support for fossil fuel based energy as
‘transition finance’

|Japan

Power Sector

Combined cycle gas fired power generation

Hydrogen co-firing gas, coal power
generation

At least 10% co-firing for gas and 20% co-firing for
coal, limited to low emission hydrogen

Ammonia co-firing gas, coal power
generation

At least 20% co-firing, limited to low emission
ammonia

Biomass co-firing gas, coal power generation

Nuclear power generation
Limited to Generation IlI+ and beyond

Thermal power generation with CCS

| Asia

Power Sector

Combined cycle gas fired power generation
Only for peaking for some countries

Hydrogen co-firing gas, coal power

generation
Al least 10% co-firing for gas and 20% co-firing for
coal, limited to low emission hydrogen with CCS

Ammonia co-firing gas, coal power
generation

At least 20% co-firing, limited to low emission
ammonia with CCS

Biomass co-firing gas, coal power generation

Nuclear power generation
Limited to Generation lli+ and beyond

Thermal power generation with CCS

Energy Sector

i

®  Gas exploration and production
Only when the offtake is in Japan

® Gas storage and distribution

Hydrogen f ammonia from nuclear power
generation

References: Japan's Transition Roadmaps,

local policies

Energy Sector

®  Gas exploration and production
Only when the offtake is in specific countries

@ (Gas storage and distribution

Hydrogen / ammonia from nuclear power
generation

References: ASEAN Taxonomy, local
taxonomies, local policies

Source: SMBC Transition Finance Playbook

| North America

L

@

Power Sector
Combined cycle gas fired power generation
Only for peaking for specific countries

Hydrogen co-firing gas power generation

At least 10% co-firing for gas and 20% co-firing for
coal, limited lo low emission hydrogen with CCS
Ammonia co-firing gas power generation

At least 20% co-firing, limited to low emission
ammenia with CCS

Biomass co-firing gas power generation

Nuclear power generation
Limited to Generation lli+ and beyond

Thermal power generation with CCS

| EU 27 Countries

L

Power Sector

Combined cycle gas fired power
generation
Must be aligned with EU Taxonomy

Hydrogen co-firing gas power
generation
Must be aligned with EU Taxonomy

Ammonia co-firing gas power generation
Must be aligned with EU Taxonomy

Biomass co-firing gas power generation
Must be aligned with EU Taxonomy

Nuclear power generation
Must be aligned with EU Taxonomy

Energy Sector

Gas exploration and production
Only when the offtake is in specific countries

Hydrogen / ammonia from nuclear power
generation

References: Local taxonomies, local policies

Energy Sector
Hydrogen / ammonia from nuclear power

generation
Must be aligned with EU Taxonomy

References: EU taxonomy, local policies

SMBC's Transition
Finance Playbook listed
examples of transition
activities (left) which
include expansionary
fossil fuel projects
inconsistent with net-
zero pathways.
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https://www.smfg.co.jp/english/sustainability/materiality/environment/business/pdf/tfp_en.pdf

Although JERA does not have a credible transition plan,
the banks are pouring money into the company

IEA NZE Electricity sector net-zero emissions by 2035 in advanced economies.
requirement No new fossil fuel supply.

JERA, a company expanding fossil gas and prolonging the life of coal-fired power
plants. JERA is:

1.The largest carbon emitter in Japan (global scope 1: 154 Mi-CO2 in FY2022) with no deadline to phase
out coal and gas. Its emissions reduction target by 2035 is only a 60% reduction compared to 2013.

2.Actively pursuing significant expansion in the LNG sector, including LNG fields such as Barossa and
Scarborough in Australia, Freeport LNG liquefaction facility in the US, five LNG import terminals and LNG
to power projects with nameplate capacity of 11.6GW in Bangladesh and Vietnam.

Megabanks
can still
finance... With its “Zero CO2 Emissions 2050” roadmap, JERA is planning to combust
ammonia and hydrogen (including those produced with fossil fuels) — a costly,
uncommercialised technology incompatible with the 1.5C goal, which has “risk of
worsening [Japan’s] long-term energy security”. JERA is now part of Indonesia's
energy transition masterplan project. MUFG, Mizuho and SMBC also supported
JERA’s so-called transition bonds - which have been criticised as failing to
contribute to decarbonisation.
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https://www.jera.co.jp/en/sustainability/data/e
https://www.jera.co.jp/en/sustainability/ccb2023
https://www.marketforces.org.au/campaigns/international/japans-fossil-gas-expansion/
https://www.marketforces.org.au/campaigns/international/japans-fossil-gas-expansion/
https://www.jera.co.jp/en/corporate/business/projects/Barossa
https://www.jera.co.jp/en/news/information/20240223_1820
https://www.jera.co.jp/en/news/information/20240223_1820
https://www.jera.co.jp/en/corporate/business/projects/freeport
https://www.marketforces.org.au/campaigns/international/japans-https://www.marketforces.org.au/campaigns/international/japans-fossil-gas-expansion/https://www.marketforces.org.au/campaigns/international/japans-fossil-gas-expansion/fossil-gas-expansion/
https://www.jera.co.jp/en/corporate/about/zeroemission
https://assets.bbhub.io/professional/sites/24/BNEF-Japans-Costly-Ammonia-Coal-Co-Firing-Strategy_FINAL.pdf
https://www.ammoniacoalfiring.info/
https://www.ammoniacoalfiring.info/
https://assets.bbhub.io/professional/sites/24/BNEF-Japans-Costly-Ammonia-Coal-Co-Firing-Strategy_FINAL.pdf
https://www.jera.co.jp/en/news/information/20240219_1818
https://www.mufg.jp/dam/csr/report/progress/202304_en.pdf
https://www.mizuhogroup.com/securities/csr/business/gbsb#Bonds
https://www.smfg.co.jp/english/sustainability/materiality/environment/climate/pdf/tcfd_report_e_2023.pdf
https://www.jera.co.jp/en/news/information/20220518_908
https://www.bloomberg.com/news/articles/2022-05-18/climate-debt-that-stalled-globally-takes-off-with-push-in-japan
https://www.marketforces.org.au/campaigns/asia/japanese-megabanks/

Megabanks need clear policies to incentivise their clients
to decarbonise

Assessment by a Requirements that clients’ short, Clear consequences
third party to ensure medium and long-term plans and where a client does
these targets are targets, including scope 3 emissions, not meet
science based align with a 1.5 degree pathway requirements

Otherwise, Megabanks face financial risks associated with clients’ failure to
transition and the banks’ own failure to meet their net-zero commitments.
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Megabank boards must demonstrate
competency to manage and oversee
climate-related financial risks and

opportunities
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Risks of not having climate-competent directors on board

e Climate risk mismanagement - Megabanks recognise climate-related risks as a “Top Risk”
(Mizuho TCFD report 2023, p.6 , MUFG Sustainability report 2023, 0.126,127, SMBC Group TCFD
report 2023, p.59).

o As such, the board must oversee climate risk management to safeguard corporate value.
If the board lacks competency, the bank may be unable to properly manage climate-
related financial risks, including decreased client performance and asset values, along
with reputational and regulatory/legal risks.

e Director liability - “.. Arguably directors could be held liable under the Companies Act and the
Regulation for Enforcement of the Companies Act for failure to establish a climate risk
management system with sufficient capabilities to perform their responsibilities to oversee
and manage climate-related risks and opportunities.” CCLI

e Greenwashing - “As one respondent told us, ‘Boards have to learn in depth so as to avoid a
simple tick mark in a checkbox or greenwashing the business.” Another also warned against

‘window dressing.” B MARKET FORCES



https://www.mizuhogroup.com/binaries/content/assets/pdf/mizuhoglobal/sustainability/overview/report/tcfd_report_2023.pdf
https://www.mufg.jp/dam/csr/report/2023/sr2023_en.pdf
https://www.mufg.jp/dam/csr/report/2023/sr2023_en.pdf
https://www.mufg.jp/dam/csr/report/2023/sr2023_en.pdf
https://www.smfg.co.jp/english/sustainability/materiality/environment/climate/pdf/tcfd_report_e_2023.pdf
https://commonwealthclimatelaw.org/wp-content/uploads/2022/05/Directors-Duties-Regarding-Climate-Change-in-Japan.pdf
https://www.insead.edu/system/files/2023-05/changing-the-climate-in-the-boardroom-dec2021.pdf

Japan’s legal frameworks require board climate
competency

Japanese Corporate Governance Code (CGC):
e 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.

o 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 megabanks have disclosed skills matrices, there is no description of each director’s
competency with regard to climate change risk management, other than broad description of
“sustainability” without any clear criteria used for the assessment (Mizuho, SMBC, MUEG).

Their corporate governance reports do not disclose sufficient information either, only including broad
mentions of “expertise in sustainability” etc. (Mizuho, SMBC, MUEG).
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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.mizuhogroup.com/who-we-are/governance/governance/structure/skill#skill
https://www.smfg.co.jp/english/investor/library/annual/fy2022e_f01_pdf/fy2022e_f01_22.pdf
https://www.mufg.jp/dam/profile/governance/report/pdf/report_en.pdf
https://www.mizuhogroup.com/binaries/content/assets/pdf/mizuhoglobal/who-we-are/governance/governance/g_report/g_report.pdf
https://www.smfg.co.jp/aboutus/pdf/cg_report.pdf
https://www.mufg.jp/dam/profile/governance/report/pdf/report_en.pdf

Megabanks fall short of investor expectations on board
climate competencies

Initiatives (Indicators MUFG SMBC Mizuho
8.2 a: The company discloses evidence of Board or Board Met. Disclosure Met. Disclosure Met. Disclosure
; ; i of discussion of discussion of discussion
TPI committee oversight of the management of climate change V theme (p.70) V theme(p.49) at V theme(p.14) at
risks. at BoD etc. BoD etc. BoD etc.
8.2 b: The company has assessed its board competencies Failed. No Failed. No Failed. No
TPI with respect to managing climate risks and discloses the evidence of evidence of evidence of
results Of the Gssessment. assessment assessment assessment
8.2 c: The company provides details on the criteria it uses to
assess its Board's Competencies with respect to mqngging Failed. C_riterio Failed. C.riterici Failed. Cﬁriterio
L climate risks and opportunities, and the measures it is takin not publicly not publicly not publicly
PP el 9 disclosed disclosed disclosed
to enhance these competencies.
Failed. No Failed. No Failed. No
“Climate competent” directors, i.e.,, has the expertise and dlSC'OtS_Ufe Ofd dlSC'Otsure OL dlSC'OtS,Ure Ofd
. . _ . expertse an expertise an expertise an
IGCC experience of climate-related business threats and x experience in x experience in x experience in

opportunities including climate science, low carbon transition
across the value chain and public policy.

this regard in
the MUFG skills
matrix and
CGR

this regard in
the SMBC skills
matrix and
CGR

this regard in
the Mizuho
skills matrix
and CGR
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https://www.transitionpathwayinitiative.org/banks
https://www.transitionpathwayinitiative.org/banks
https://www.transitionpathwayinitiative.org/banks
https://igcc.org.au/wp-content/uploads/2021/11/IGCC-Climate-Change-Board-Report.pdf
https://www.mufg.jp/dam/csr/report/2023/sr2023_en.pdf
https://www.mufg.jp/dam/csr/report/2023/sr2023_en.pdf
https://www.smfg.co.jp/english/sustainability/materiality/environment/climate/pdf/tcfd_report_e_2023.pdf
https://www.smfg.co.jp/english/sustainability/materiality/environment/climate/pdf/tcfd_report_e_2023.pdf
https://www.mizuhogroup.com/binaries/content/assets/pdf/mizuhoglobal/sustainability/overview/report/tcfd_report_2023.pdf
https://www.mizuhogroup.com/binaries/content/assets/pdf/mizuhoglobal/sustainability/overview/report/tcfd_report_2023.pdf
https://www.mufg.jp/dam/profile/governance/report/pdf/report_en.pdf
https://www.mufg.jp/dam/profile/governance/report/pdf/report_en.pdf
https://www.mufg.jp/dam/profile/governance/report/pdf/report_en.pdf
https://www.smfg.co.jp/english/investor/library/annual/fy2022e_f01_pdf/fy2022e_f01_22.pdf
https://www.smfg.co.jp/english/investor/library/annual/fy2022e_f01_pdf/fy2022e_f01_22.pdf
https://www.smfg.co.jp/aboutus/pdf/cg_report.pdf
https://www.mizuhogroup.com/who-we-are/governance/governance/structure/skill#skill
https://www.mizuhogroup.com/who-we-are/governance/governance/structure/skill#skill
https://www.mizuhogroup.com/binaries/content/assets/pdf/mizuhoglobal/who-we-are/governance/governance/g_report/g_report.pdf

Conclusion: Megabanks need enhanced climate risk
management and transparency

e Megabanks assessments of clients’ transition plans need more clarity and transparency.
Otherwise investors cannot ensure the effectiveness of megabanks’ decarbonisation
strategies and associated financial risk management.

e Megabank boards’ current skills matrices and relevant reports lack vital details, hindering
investors’ scrutiny of directors’ ability to appropriately oversee climate-related risks and
opportunities.

Votes for the following shareholder proposals are warranted:

e Assessment of client’s credible transition plan
e Board ability to ensure banks manage climate related financial risks and opportunities
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Engagement timeline

Market Forces, Kiko
Network and RAN (co-
filers) engaged with
MUFG, SMBC and Mizuho
on fossil fuel financing
and associated
climate-related risk
management

Proposal on disclosure

of Paris-aligned

business strategy filed
at Mizuho received

strong supjport

Proposal filed at MUFG on
disclosure of Paris-
aligned business
strategy with short-,
medium- and long-term
targets received strong
support

Proposals on disclosure
of transition plans
aligned with net zero
emissions targets filed to
MUFG, SMBC and Mizuho
received strong support

Discussion and exchange
opinions on the banks
financing policy,
decarbonisation targets, and
client engagement on the
high emitting sectors. Market
Forces outlined areas to
MUFG and SMBC where
progress is needed

Discussion and confirmation if
banks have plans to update
their policy and target based
on previous communications
and focus areas

Proposal filed to SMBC on
Paris-aligned business
strategy received strong
support

Discussion on the
implications of the 2023
shareholder proposals on
Japanese Megabanks,
focusing on the
enhancement of climate-
related risk management
strategies and the
decarbonization targets, and
engagements with clients

Subsequent discussions to
review progress of climate-
related objectives and
targets, and elucidate focus
areas for updates in near
term by Megabanks. Market
Forces communicated need
for progresses to Mizuho, and
provided further clarification
to MUFG and SMBC

**Total online and in-person meetings with banks between September 2023 and April 2024: MUFG (5), SMBC (6), Mizuho (5)

Discussion and
clarification on updates
published by SMBC and
MUFG

*Mizuho published the

update post filing for
2024 AGM season
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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.
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https://www.whitecase.com/insight-alert/japan-2023-proxy-season
https://www.whitecase.com/insight-alert/japan-2023-proxy-season
https://www.japaneselawtranslation.go.jp/en/laws/view/3206/en
https://www.clientearth.org/media/za2htevt/shareholder-proposal-on-climate-in-japan.pdf

Proposal 1: Director competencies for the effective

management of climate-rela
opportunities

ted business risks and

The following clause shall be added to the Articles of Incorporation:

e Chapter X: “Directors and Board of Directors”
e Clause Y: 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 estab

ish and disclose policies and processes for

nominating directors and evaluating the boarc

'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
and skills of the board as a whole.

balance and diversity of knowledge, experience
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Proposal 2: Assessment of customers’ climate change
transition plans

The following clause shall be added to the Articles of Incorporation:
e Chapter Y: “Climate-related risk management”
e Clause Z: Transition Plan (Assessment of clients’ climate change transition plans)

Noting the Company’s climate change commitments and climate risk management strategies, the
Company shall disclose: i) How the Company will assess fossil fuel sector clients’ climate change
transition plans for credible alignment with the 1.5°C goal of the Paris Agreement*; and ii)The
consequences of clients not producing credible Paris-aligned transition plans, including the
restriction of new finance**.

*Criteria for determining climate change transition plan credibility include, but are not limited to:
e Short-, medium-, and long-term scope 1, 2 and 3 emission reduction targets;
e Strategies (including capital expenditure plans) to align with those targets; and
* No unreasonable reliance on emissions offsets or negative emissions technology

**New finance’ defined as the provision of new corporate lending, project finance or trade finance to a client, including the refinancing of existing
credit facilities, and the arranging or underwriting of capital markets transactions to a client.




Annex 1: Examples of peers with better oil and gas policies

Project finance:

Lots of banks including OCBC, UOB, HSBC, BNP Paribas, Credit Agricole, Société Générale, ING, Commonwealth Bank, Westpac have
instituted a policy to prohibit project financing for new oil and gas.

: No new project financing for upstream oil and gas projects approved for development after 2022.

: "“"We will not extend project financing to upstream Oil & Gas projects that obtained approval for development after 2021.”

Corporate finance:

has decided not to offer long-term financing or refinancing to E&P oil and gas companies that intend to expand supply of
oil and gas beyond what was approved for development by 31st of December 2021.

: Subject to national energy security, it will not provide project finance or bond facilitation for the development of new
(greenfield) or expansionary oil and gas fields, including new associated dedicated infrastructure, unless in accordance with the IEA NZE
scenario (2021). It will continue to provide corporate lending and bond facilitation where the customer has a credible transition plan(*) in
place by 30 September 2025

(*) A credible transition plan(..)should include Scope 1, 2 and 3 emissions and actions the company will take to achieve GHG reductions
aligned with pathways to net-zero by 2050, or sooner, consistent with 1.5°C warming.
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https://www.uobgroup.com/investor-relations/assets/pdfs/investor/annual/uob-sustainability-report-2022.pdf
https://www.ocbc.com/iwov-resources/sg/ocbc/business/pdf/sustainability/ocbc_net_zero_report.pdf
https://danskebank.com/-/media/danske-bank-com/file-cloud/2017/5/danske-bank-position-statement-fossil-fuels.pdf
https://www.westpac.com.au/content/dam/public/wbc/documents/pdf/aw/ic/Westpac-2023-Climate-Report.pdf

Annex 2: Methodology for megabanks’ client transition plan
assessments under investor expectations

Criteria for assessing credible alignment with Paris

Frameworks such as the Climate Action 100+ Net Zero Company Benchmark and the Investor Group
on Climate Change Corporate Climate Transition Plans Guide to Investor Expectations, amongst
others, have identified common criteria that are essential to a credible transition plan. These key
criteria are outlined below as part of Market Forces analysis on MUFG, SMBC and Mizuho's transition

plan frameworks. These include, but are not limited to:
e Alignment with a 1.5°C pathway.
e Short, medium and long-term Scope 1, 2 and 3 greenhouse gas emissions reductions targets
e Capital expenditure allocation/alignment
e No unreasonable reliance on carbon offsets or negative emissions technology to achieve emissions reductions.

Another criteria is whether Megabanks will require transition plans from all fossil fuel companies by 1 January 2025.
Another criteria refers to ‘Verification/Frameworks'. This criteria refers to whether a bank has disclosed how it will
conduct assessments of its clients transition plans, including whether the bank has used internationally recognised
frameworks in defining requirements, and whether the bank will use an independent third party to verify the credibility

of its client’s transition plans.
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https://www.climateaction100.org/wp-content/uploads/2023/03/Climate-Action-100-Net-Zero-Company-Benchmark-Framework-2.0..pdf
https://igcc.org.au/wp-content/uploads/2022/03/IGCC-corporate-transition-plan-investor-expectations.pdf
https://igcc.org.au/wp-content/uploads/2022/03/IGCC-corporate-transition-plan-investor-expectations.pdf

Annex 2: Summary of megabanks assessment under
Investor expectations is poor EE s G

Better policy example:
Westpac****

Transition plan requirements MUFG SMBC Mizuho

1.5C aligned

Scope 1-3 targets

Capex plans

Reliance on offsets, etc.

Verifications and frameworks

Transition plan by 1 Jan 2025

*MUFG mentions 1.5 aligned target and SMBC and Mizuho mention Paris-aligned targets in client transition plan assessments but they lack definitions. See MUFG
Climate Report 2024 (JA p.58), SMBC TCFD report 2023 (EN p.68_) and Mizuho TCFD report 2023 (EN p. 63.).

** SMBC, Mizuho and MUFG all have portfolio reduction targets for scope 1, 2 and 3 in carbon intensive sectors, including oil and gas, coal etc, but do not clearly require
clients to have such targets.

*#* SMBC and Mizuho do not consider offsets when calculating portfolio GHG emissions. SMBC TCFD report EN p.94, Mizuho TCFD report EN p.83. Again there is no clear u MAHKE‘I‘ FU RGE
requirement that megabank clients’ transition plans do not unreasonably rely on offsets etc.

*#** According to 2023 policy update. Please refer to assessment by Market Forces for details.



https://www.mufg.jp/dam/csr/report/progress/climate2024_ja.pdf
https://www.smfg.co.jp/english/sustainability/materiality/environment/climate/pdf/tcfd_report_e_2023.pdf
https://www.smfg.co.jp/english/sustainability/materiality/environment/climate/pdf/tcfd_report_e_2023.pdf
https://www.mizuhogroup.com/binaries/content/assets/pdf/mizuhoglobal/sustainability/overview/report/tcfd_report_2023.pdf
https://www.mizuhogroup.com/binaries/content/assets/pdf/mizuhoglobal/sustainability/overview/report/tcfd_report_2023.pdf
https://www.smfg.co.jp/english/sustainability/materiality/environment/climate/pdf/tcfd_report_e_2023.pdf
https://www.mizuhogroup.com/binaries/content/assets/pdf/mizuhoglobal/sustainability/overview/report/tcfd_report_2023.pdf
https://www.marketforces.org.au/wp-content/uploads/2023/11/2023-11-ANZ-NAB-WBC-Rolling-Market-Forces-investor-briefing-banks-1.pdf

Annex 2: Megabanks client transition plan assessments lack

clarity

In April 2024, MUFG disclosed a framework
to evaluate client transitions including items
related to targets (including “science-based
1.5C aligned interim targets”), governance,
and emissions reduction status.

However, there is no clarity on criteria used
to assess clients’ short, medium and long-
term Scope 1, 2 and 3 GHG emissions
reductions targets against science-based
1.5C pathways.
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Source: MUFG Climate Report 2024 p.53
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https://www.mufg.jp/dam/csr/report/progress/climate2024_ja.pdf
https://www.mufg.jp/dam/csr/report/progress/climate2024_ja.pdf

Annex 2: Megabanks client transition plan assessments lack
clarity

Moreover, there is no clear M ERD S EEORED
consequences disclosed if clients fail to il SRR | 2050 P MCSRE e E= D
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certain engagement period.
Source: MUFG Climate Report 2024 p.52
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Annex 2: Megabanks client transition plan assessments lack
clarity

It is not clear what criteria MUFG uses to assess if clients have science-based Paris-aligned interim
targets and the progress is made toward net-zero (category 2 in the chart). Moreover, since disclosing
‘pilot framework’ for client transition engagement, MUFG provided USD 80 million in finance as part of
USD 1475 syndicated loan to JERA Global Market, a subsidiary company of JERA, with plans to

develop nhew LNG projects and expand LNG trading.
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Annex 2: Megabanks client transition plan assessments lack
clarity

Mizuho disclosed some criteria relating to clients’ transition strategy progress. However, no explanation
Is given on what it means by “set targets aligned with the Paris Agreement” or “is implementing specific
initiatives based on those targets”, which Mizuho claims 83% of its power sector clients has done
(exposure base).

L] o - L] L] zg
Strateli R R ality Figure 28: Client progress on transition risk responses

Must meet the elements required

ds aftransition strategy Progress in the client’s status to responses to the transition risks _
Prospects for developing / Low (categorized based on the disclosures, hearing from clients) ngh
Disclosure status adopting decarbonization 1 2 3 4
Must be able to confirm the technologies _ H . ith th , ,
transparency and progress  Criteria for ;?er? mtfst_]il:.-edprotspec:]s that Has no policy to address Has a strategy to address as {Pe;rtigfggiz ::L;%ﬁi mh the  Has had a third-party evaluation
f the strat d target iti e client will adopt suc ition ri ition ri . . et
of the strategy and targets transition oA Dasod on the transition risks and has set no transition risks and has set implementing specific initiatives to cc?nﬁnn thgy are on track or
strategy  gyateqy targets targets based on those targets certain to achieve those targets
confirmations
Governance structure Science-based targets Electric 03/20210% 53% 43% 4%
A proper governance Targets must have a POWEI’_ - -
structure must be in place scientific basis and be (coal/oil/gas  03/20220% 14% 80% 7%
regarding the establishment  ajigned with the Paris / thermal :
of the strategy and targets Agreement ggﬁregrgtion} 03/20230% 10% 83% % JPY 441

Source: Mizuho, TCFD report 2023 p. 63-65 h MARKET FUHBES




Annex 2: Megabanks client transition plan assessments lack

clarity

Mizuho does not include Short, medium

and long-term Scope 1, 2 and 3
greenhouse gas reduction target as
key aspect of credible transition plans.
It is just one of the dialogue topics.

Since disclosing these transition plan
assessment details, Mizuho provided
USD 80 Million in finance as part of
USD 1475 million syndicate loan to
JERA Global Market, a subsidiary
company of JERA, with plans to
develop new LNG projects and expand
LNG trading.

Oil and gas sector engagement

B Main dialogue topics

Mizuho’s expectations and requests for responses to transition risk

Formulate transition strategies - Measure and disclose GHG emissions
Set quantitative targets and KPIs (medium - Enhance disclosures by following the
and long term) to increase the effectiveness TCFD or an equivalent framework

of transition strategies

Take specific initiatives and disclose

progress

Initiatives to reduce GHG emissions / intensities

Actual GHG emissions - Take initiatives to reduce Scope 1, 2 and
Details of how medium-term reduction 3 emissions and to transform business

targets are set structures
Take specific initiatives and disclose - Challenges faced by transition initiatives
progress and expectations for Mizuho

Source: Mizuho, TCFD report 2023 p. 41
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Annex 2: Megabanks client transition plan assessments lack
clarity

Figure 4-5 Results of the Pilot for the Company-Specific Transition Strategy

] ] . ) Assessment Framework
SMBC claims its pilot framework to verify
Result of Assessment

clients’ transition strategies assessed: | Rah‘ﬁ,‘; | _":;gtpng
e “if clients has set goals in alignment
with the Paris Agreement” _ .
e “their governance structure” relor Frpesure | 1
e “their initiatives towards achieving Ratio: # of companes | | N |
these goals” |

Qil and Gas

| | ! | |
There is no clarity on what criteria it uses Rikie: Bxpacive | |
in this assessment. Ratio: # of companies

*Scope: Outstanding loan balance at SMBC and its major local
subsidiaries, etc. (based on internal management metrics)

Source: SMBC, TCFD report 2023 p. 64
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Annex 2: Megabanks client transition plan assessments

lack clarity

SMBC does not require short, medium and
long-term Scope 1, 2 and 3 greenhouse gas
reduction targets as key aspects of credible
transition plans.

It only “recognises the gap between SMBC's
GHG reductions targets and the customers' net
zero strategies and share concepts of solutions
to be considered" as part of its engagement
process.

Since disclosing these transition plan
assessment details, JPY 9 billion in bond
underwriting for JERA with plans to develop
new LNG projects and expand LNG trading.

Figure 2-12 Engagement Promotion Flow

Improving RM's
Literacy

Selection of
Targets

Information
Provision &
Collection

Understanding the
Actual Situation &
Identifying Issues

Execution of
Solutions

Continuous
Dialogue

at each business location as the person responsible for
promoting sustainable business and improving literacy at
each location.

Consideration of sectors and individual companies that should
be focused on, based on heat maps etc, and promotion

Selection from both perspectives of risk
management enhancement and promotion of
decarbonization business.

Providing information on other companies' and industry trends
Checking specific response to environmental and social risks

Understanding the direction of climate change response and
the long-term strategy towards net zero

Sharing issues for reducing transition risks
and expanding growth opportunities.

Formulation of individual company solution plans
based on industry trends, customers' long-term
strategies, risk response status, etc.

Support for calculating customer's GHG emissions (Scope 1-3)
Consulting on strategy formulation for decarbonization
Provision of solutions across sectors by theme ..

Capturing alliance needs for business structure transformation
and industry reorganization

Finance for transition support

Offset support through carbon credits
Solving issues with layered support from the entire
group

Brush up solution

Source: SMBC, TCFD report 2023 p. 43

Our Group's Response Specific initiatives

Appointment of CN Ambassador/Sustainability Ambassador’

[Priority engagement targets]

= Main customers in sectors considered

to have high transition risks
(power/enerqy)

» Main customers expected to have

needs for business portfolio
replacement, business
reorganizationfintegration in line with
structural transformation, etc.

[Non-financial risk recognition
framework]

‘| = Using the ESG Risk Summary Sheet

that organizes items to be confirmed,
RMs condudt interviews with customers
on GHG emissions, mitigation measures
for climate change risks, etc. The
results are used as qualitative factors
for making decisions.

[Gap analysis]

» Recognize the gap between GHG
| reduction targets aimed for by SMBC

Group and net zero strategies of each
customer, Share concepts of solution
to be considered.

[Matching & business co-creation]

« Short to medium term: Identify

individual company issues and
propose layered solutions that can be
implemented, such as introduction of
renewable energy and fuel conversion

«Long term: Work on proposing

business co=creation in the
decarbonization field by cross-sector
(SAF, hydrogen, etc.)
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Thank you for your attention

ASIA SHAREHOLDER ACTION
HTTPS://[SHAREHOLDERACTION.ASIA/
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