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https://www.facebook.com/pages/Principles-for-Responsible-Investment/434366556638201
http://www.linkedin.com/company/262774?trk=tyah&trkInfo=tas:principles%20for%20r,idx:1-1-1
https://twitter.com/Pri_news

Climate Policy Update
SURER (CB 9 & =ATIFHR

Edward Baker, Technical Head, Climate Change and Energy Transition, PRI
PRI RURZE®) - TXrILX— - +50P03Y FTUOZAIL-AyF I RIT—F - ~"—H—
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PRI AT A GLANCE PRIIZDL\T

Launched in April 2006 at the NYSE, the Principles for Responsible Investment has:

2 4000 101 6

UN PARTNERS: SIGNATORIES: US$ TRILLION: PRINCIPLES:
UNEP FINANCE INITIATIVE ASSET OWNERS, ASSETS UNDER RECOGNISING THE
UN GLOBAL COMPACT INVESTMENT MANAGEMENT MATERIALITY OF
MANAGERS ENVIRONMENTAL,

AND SERVICE SOCIAL AND

PROVIDERS CORPORATE
GOVERNANCE ISSUES
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Time to get out of our comfort zone? RBibiDBULMEFRANSHCRUET
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COP26 DA%

= 2021 settojoin 2015, 1997, 1992 as a highwater mark

for international coordination on climate change

= 2021 set to be a landmark year for climate-related

reporting.

= 2030 matters more than 2050

= But will political will be sustained?

COP 26 GLASGOW

Vu’@\, UNITED NATIONS

W\ A/yl\// CLIMATE CHANGE
7~ CONFERENCE

1st — 12th NOVEMBER 2021

UNFCCC

PR”Digital oo T
Forum Iilure‘ActiLI
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Forces behind the transition

IRILX—RBITZEMLTHIELER

Sy

FINANCIAL TIMES

Europe ‘watershed’ as green energy
set to overpower coal

hll . JUNE 3, 2019

Global warming report, an 'ear-splitting
wake-up call' warns UN chief

The catastrophic effects of
climate change are already
visible around the

world. We need collective
leadership and action
across countries, and we
need to be ambitious.

INVESTORS SERVICE

Munich RE =
“Climate change could “Climate change
risks outweigh
opportunities for
P&C (re)insurers”

insurance too expensive
for most people”

FINANCIAL TIMES

INION  WORK & CARE ARTS HOW TO SPEND

BHP UK investors urge halt to fossil fuel
lobbying

Activist shareholders make

history in anti-lobby resolution at
Origin AGM

PRI

Digital ™ St 7]
Forum Iimm\ACtiLI
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|[EA pathways to net zero 2050F % v FEOZEHT H=-ODIEADOERE
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Low International Cooperation Case
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Policy leversRIEZ BN CBE 9 5 LR

S A
Carbon pricing —] Coal phase-out 100% clean power
L) 0
* Carbon taxes * Prohibiting regulations * 100% clean power targets * 100% zero emission vehicle (ZEV)
* Emissions trading systems * Emissions performance standards * Renewables capacity auctions and sales legislation
* Border carbon adjustments * Electricity market reforms other support policies * Manufacturer ZEV obligations

* ZEV consumer subsidies

o ! Low-emissions
0 Low-carbon buildings Clean industr :
&l’ - % Y % agriculture a

* Prohibiting regulations for fossil * Emissions performance standards for * Methane or nitrous oxide emissions « Strong policy action against
heating systems industrial plant tax or cap-and-trade system deforestation, such as monitoring and
* Purchase subsidies for low-carbon * Subsidy for new or retrofit clean * Subsidy for low-emissions agricultural penalties, supported by consumer
heating systems industrial process practices and technologies pressure
* Thermal efficiency regulations for new * Farmer education and technical * Incentives for reforestation and
build and retrofit assistance programmes afforestation via domestic action and
* Minimum energy performance carbon markets
standards for new appliances
él@ ‘Just Transition’ lens to ensure social and political feasibility
u Digital ™ S 71 ..
_==PR| Digital L | EJ #PRIDigitalForum



Japanese GHG emissions by sector 2016 BADEBEZEHREHFRAHHE

Greenhouse gas emissions by sector, Japan, 2016

Greenhouse gas emissions are measured in tonnes of carbon dioxide-equivalents {CO=a).

= Change country

Electricity & Heat 6102 milliont

Transport 2075 million t

Manufacturing & Construction 17903 million t

Buildings 1202 million t

Industry 7375 milliont

34.7 million t

Aviation and shipping

Other fuel combustion 266 milliont

Agriculture 2151 million t

704 million t

Waste

Land-Use Change and Forestry I 446 million t

Fugitive emissions | 2.3 million t

Ot 100 million t 200 million t 300 million t 400 million t 500 million t 600 million t

Source: CAIT Climate Data Explorer via. Climate Watch CurworldinData.org/co2-and-other-greenhouse-gas-emissions « CC BY

.IPR| Digital rl_“;'“m;-jfmj EJ #PRIDigitalForum



Japan net zero roadmap PRIOBEAD®RyY rEOANDIRE
In partnership with Vivid Economics

LEPRI 5z

= National legislation a “climate law”.
Publication of a comprehensive roadmap for
all sectors in the economy

DELIVERING NET ZERO EMISSIONS IN
JAPAN

= Carbon pricing. $60~100 per tonne by 2030

= 2030 targets for clean energy inline with the
NDC. Cancellation of new coal plants under
construction, phase out of existing plants

= Investment in high voltage transmission
infrastructure. Review of wholesale markets,
removal of barriers to clean energy
iInvestment

.EPR| Digital I" cn.: '] EJ #PRIDigitalForum
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Implications for investors ER~ADHEELIE?

* Investment opportunities exist across a range of sectors to deploy low-carbon technologies
« There is potential for stranded assets in some sectors, for example coal-fired generation

. Green Assets
. High Carbon Assets
. Relatively unexposed

Before After

Re-allocate and recycle {Thisincludes companies in transition}

IPR benchmarks/
Active selection

MSCI Equities MSCI Equities

Corporate Fl
Green Tilt

Sovereign Fl
Green Tilt

Corporate Fixed Income Corporate Fixed Income

Sovereign Fixed Income Sovereign Fixed Income

Infrastructure Infrastructure

allocation
proportions
SS allocation

a Digital I .. 7] -
-==PR| Forum [ teeien | 2 #PRIDigitalForum



SUMMARY&: 55

1 Meeting long term net-zero target will require near term policy change.

d Robust policy frameworks are needed to deliver to 2030 targets,
particularly in power, transport and industry.

A TCFD, net-zero target setting and taxonomies can help investors to
protect value and prepare for the net-zero transition

...PR”Ec',grl}ﬁq' _ TTTTTT ko | ] #PRIDigitalForum



IEA net-zero roadmap

2030
LUMWM]
I 60% of 2035 '50% of existing build
Gt CO, 2021 [ A SBcmichr e Ty e photech oo
onvmanwed | Most new clean technologes { cngwystemssold | (o curboneedyleves
40 for development g 2025 in heavy industry ; 50% of fuels used
e B Nlntw.bsd [
- (

25 B T e e el Uit vl J W.»“;jmz‘m

generation globally
from solar PV and wind |

0
1
5
2020 | 2025 2030 2035 2040 2045 2050
L4 . ] .
for development; no new coal I 150 Mtlowoarbon tydrogen 4.6t CO, captured A G e Shorrogen 76 Gt CO, captured

mines or mine extensions I

© Electricity and heat © Industry @ Transport  © Buildings Other

u Digital ™ 0= 71 ..
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IEA net-zero roadmap

2020 2025 2030 2035 2040 2045 2050
- L L] .
for development: no new coal U aE0 GW alectrolve ; 4 Gt CO, captured ¥ raniot: >
mines or mine extensions 850 GW electrolysers !

© Electricity and heat © Industry @ Transport  © Buildings Other
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Climate Transition Finance
Do9A A=k b330 T7AF 2R

Motoko Ogawa, Deputy Director of Environmental Economy Office, Ministry of Economy, Trade and Industry (MET]I) of
Japan

REEXRE EXRBMMRER REREE /DI =¥
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Transition Finance
A way to steadily achieve
carbon neutrality

May 25, 2021

Environmental Economy Office,
Industrial Science and Technology Policy
and Environment Bureau



Transition finance is an important tool to reach
carbon neutrality by 2050

The Basic Guidelines
on Climate Transition

Finance
FSA, MOE, METI
(7th May, 2021)

* International
consistency (Four
elements)

» Guide to practice
transition finance

 Possible diversity by
regions and industries



Sustainable finance has been growing, but not enough
investments in industries

* Increase of sustainable finance: 30.7 trillion USD in 2018
« Only 0.5% from industry sector in total green bond issuance

Trends of Sustainability
Investment (bn USD)

30,683
1,699 734

2016 2018
M v Canada
B usa Australia, New Zealand
M Japn

(Source) Global Sustainable Investment Alliance 2018

Global Green Bond Issuance 2010-2019

(bn USD) 265.4
160.8 170.9
87.2
36.6 41.8
3.9 1.2 31 110
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
(Source) Ministry of the Environment
Share of Green Bonds among Breakdown of Green Bond Issuance
Total Bond Issuance ‘ by Use of Proceeds ynit: bn UsD

o

305.0 bn 229.4 bn 159.1 bn
(35.3%) (26.5%) (18.4%)
b865-1 Energy Buildings Transportation
n USD
96.2% 2014~2020 89.8 bn 32.4 bn 28.3 bn
3.8% first half (10.4%) (3.4%) (3.3%)
(Cumulative) Water Waste Land Use

(Source) S&P Global (Total Bond Issuance)
Ministry of the Environment (GB Issuance)

4 bn 17.1 bn
(0.5%) (2.0%)
Industry ICT

(Source) Climate Bond Initiative Database



The Importance of Transition Finance

Not all companies can immediately fit into the
decarbonized society, therefore finance towards

“transition” becomes crucial Decarbonized
Society

Transition

(initiatives for low
carbonization etc.)

Current Pathways are set in accordance with
Society the regional and sectoral characteristic,
resulting in various pathways

) ) )

Today 2030 2050

v



Initiatives on transition finance

March 2020
Study Group on Environmental Innovation Finance

May 2020
Concept paper on Climate Transition Finance Principles

® Transition contributes to the mitigation of climate change

® Inclusive and flexible approach to various circumstances of
countries/regions

September 2020
Climate Innovation Finance Strategy 2020

Simultaneous promotion of TGIF

Achievement of
SDGs and the

TRANSITION Paris Agreement

seveorment GLAALS

188 I I (58
L 10 st
4 % »
T B =

GREEN ' INNOVATION

FINANCE

20



Initiatives on transition finance

7 ) October 2020
T Japan’s pledge to reach carbon neutrality by 2050

i
% A
FL_ -

December 2020
Green Growth Strategy

® |ndustrial policies to create a “positive cycle of economic growth and

environmental protection”
® Action plans for 14 growth sectors
® 5 cross sectoral policy tools including finance

January 2021

Taskforce on Preparation of Environment for Transition
Finance established by FSA, METI and MOE

May 2021
Basic Guidelines on Climate Transition Finance was published

21



Basic Guidelines on Climate Transition Finance

What is the Basic Guidelines

« Consistency with the ICMA Climate Transition Finance Handbook

 Ageneral guide for fundraisers and financial institutions in labeling transition
bonds and loans for initiatives towards decarbonization and low carbonization.

« The Basic Guidelines does not specify transitional assets nor trajectories of each
iIndustry. The roadmaps for high emission industries will be developed by METI so that
fundraisers and financiers can refer to in developing their own strategy and considering
Investment.

« Four elements (1.Strategy and governance, 2. Environmental materiality, 3.
Science-based strategy with targets and pathways, 4. Transparency)

« Both use of proceeds instruments and general corporate purpose instruments
« Comprehensive judgement based on strategies

« Transition strategy need to be science-based. In addition to scenarios widely
recognized in the international community, such as IEA’'s, NDC of courtiers aligned
with the goals of the Paris Agreement and roadmaps by industry sector
formulated by public organizations can be referred.

22



[Reference] 4 Elements in these Guidelines

® These Guidelines provide interpretation of the 4 Elements aligned with the
ICMA Handbook, to serve as a reference for the fundraiser considering

specific plans.

— Fundraiser’s Climate Transition Strategy

and Governance

AR

Element

Goals of transition finance
+ Implementing transition strategies that incorporate targets
aligned with the goals of the Paris Agreement and the intention
to transform the business towards decarbonization
* Incorporation of environmental and social contributions other
than climate change into the transition strategy
(a " just transition")

Transition strategy and governance disclosures
* Disclosures can be aligned with frameworks such as the TCFD

recommendations
€
[+)
E 3
@
L

Science-based targets and pathways

» Science-based targets are reduction targets required for
achieving the goals of the Paris Agreement (covering Scopes 1
through 3)

* Short- to mid-term targets should be set or on the pathway
toward the long-term targets

* Targets will be set in consideration of various factors, including
regional and sectoral characteristics, it is possible that the
pathway may not necessarily be linear

Climate Transition Strategy to be Science- 4
based Including Targets and Pathways

References and benchmarks
* Scenarios recognized in the international community: SDS
outlined by the IEA
+ Consideration by internationally recognized NGOs: SBTi and
such like
+ Nationally Determined Contributions of countries aligned with
the goals of the Paris Aareement. roadmaps bv industrv sector.

2 Business Model Environmental Materiality

@ -

Element

Initiatives covered by the transition strategy

+ Core business activities that are environmentally material
parts today and, in the future
(including business activities of fundraisers who have indicated
that climate change is an environmentally material part of
business activities)

n

V

Implementation Transparency

lement

E

Targets of investment plan
« The investment plan includes not only capital expenditure

(Capex) but also capital and operational expenditure (Opex)

+ Costs related to research and development, M&A, and
dismantling and removal of facilities are also subject to the
investment plan

Results and impact of implementing the investment plan
+ Use quantitative indicators where possible
+ If quantification is difficult, the use of external certification
systems can be considered as a substitute for qualitative
assessment
* Incorporate considerations of a “just transition”

23



Taskforce on Preparation of the Environment for Transition Finance,
Basic Principles and Roadmaps

Instruments Users
_ METI. MOE. FSA » o g z
< Transition Loan > o o
o & s 0
o S o
= . - o 3
© Basic Principles @ o
o
0 -
Formulates in line with g 0 3
international principles and Transition Bond O g
discussion of the Taskforce 3, Er
3
Refer to
o Industry Roadmaps Model case
2 : 1T Momufact - authorization and
N ranspo anufacturer nergy .
S Focus on high CO2 emission %) 0 - Subsidy for external
- industries, METI publish S 5 0 S 9 o review
roadmaps for 2 N B a o = .
decarbonization by industry. Q 1] Interest subsidy for

loans with output
oriented goals

SJ0]SoAUT



Net Zero Policy and Investor Actions in Japan
BEADH—RY - Za—bFJIILERHONSEERDITE

Panellists /N 1) X b

Teruyuki Ohno, Executive Director, Renewable Energy Institute
BARAIXILT—HE EBEHEE XEHiEz

Kazuyuki Shigemoto, Executive Officer Chief General Manager, Investment, Dai-ichi Life Insurance Company

F—E£mREEARH WTRE REFABE EFAMNZ

Masaaki Nagamura, General Manager International Initiatives, Tokio Marine & Nichido Fire Insurance

HEEER—ILT4 U5 R 70— (EREBEx) E4TEEE

Moderated by: Natsuho Torii, Senior Specialist, Policy, PRI
ETL—%—: PRI KRYL— =27 -ZAXRI XYY+ BEEMN
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By your side, for life

The policy on responsible investment in FY2021 D

&/ Dai-ichi Life Group

Setting climate change as the top priority of the responsible investment
to achieve Net-Zero greenhouse gas emissions in the investment portfolio

Dai-ichi life has joined the Net-Zero Asset Owner Alliance, an international initiative in which
institutional investors aim to transition to portfolios with net-zero green house gas emissions by 2050

Setting mid-term investment goals every five years for transition to

portfolios with net-zero green gas emission by 2050 Reducing GHG

> Setting goals for listed equities, corporate bonds, and real estate by 2025 in emission by 25%
accordance with the Net-Zero AOA protocol (guidelines for setting reduction goals) in listed equities
» Achieving RE100* by the end of FY2023 for real estate (to be achieved within 9 '

FY2021 for investment properties) corporate bonds,
and real estate by

Strengthening engagement to support climate change initiatives and

behavioral changes in investee companies FY2025
» Conducting engagement with high GHG emission companies on climate change ¥ Base line: at the end of
response consistent with the Paris Agreement FY2019
» The result of engagement will be assessed and reflected to the investment
process

Cumulative ESG
thematic

. . ) n ) investment amount
» Proactively making investment aimed at the transition to a low-carbon society, R
such as transition financing, investment on renewable energy power generation
projects, green bond, and impact investment. doubled by FY2023

Supporting transition to a low-carbon society and creation of

environment innovations through investments

o _— o *Base line: at the end of
A global initiative with the objective of achieving 100% renewable energy for FY2019

electricity consumed by business activities




Next session:

Climate policy and net zero: the road to COP26

Ly 27 May 2021 | 4:.00pm BST

policy
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