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ESG risk score (23.8) is higher (worse) than the benchmark (20.9).
BN SRR & : : : :
Weighted subindustry % ranking (32.0%) (% ranking on sector neutral
basis) is also higher (worse) than the benchmark (20.6).

Total carbon intensity scope is lower (better) than the benchmark.

No top 10 holdings or top 10 active bets had Severe or High ESG risk
rating by Sustainalytics.

ESG risk score (15.8) is slightly lower (better) than the benchmark (16.2).

P LAl & , . ) . .
22 Weighted subindustry % ranking (9.3) (% ranking on sector neutral basis)

is lower (better) than the benchmark (11.6).
Total carbon intensity scope is higher (worse) than the benchmark. 18.2
tonnes/USDmn revenue for the fund vs. 15.8 for the benchmark.

No top 10 holdings or top 10 active bets have Severe or High rating by

Sustainalytics.
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Engagement Report
Invesco

XXX Corp (xxxx TT)

[Date | ¥ December 2020 |

Company attendees |President, Assistant VP of Safety, Health & Environment Departmeant,
Department Manager of Safety, Health & Environment Department, Engineer
Safety, Health & Environment Department, Department Manager of
President (ffice, Senior Engineer of President (Office, Senior Enginearing of
Refinery Planning Logistics Team
Invesco attendeses |Hike Kawashima/Head of ESG Asia ex-Japan, Gayle Chan/Portfolic
Management Assistant
10 of XXX Financial Holdings, VP of XXX Life Insurance, Project Manager of
Financial Holdings, Project Manager of XXX Life Holdings, Senior VP of
SITE Asset Management, Senior Manager of XXX SITE Assst
Management, Director of Global Responsible Investment & Governance of
Asset Management, Senior Stewardship Officer of XXX Trust Asset
Management, MD and SPM of XXX Capital, PM and Director of Portfolio
Strategy & Responsible Investing of XXX Capital, PM and Group MD of XXX
apital, Portfolic Management Associate of XXX Capital

Other Investors

Overview

Invesco is a member of Asia investor Group on Climate Change (AIGCC). Coordinated by XXX
Financial Holdings and together with a group of investors, Invesco joined the engagement
meeting with XXX Corp. The mesting is focused on emissions and climate change as thase are
the material ESG issues and risks for the company. XXX Corp’s mid-term target is to reduce
20% of COz emission by 2020 (as per Taiwan NDC's policy which is pending for regulatory
approval). Net Zero emission by 2050 is not in XXX Corps roadmap. XXX Corp has a High-risk
rating on Sustainalytics, due to its high exposure to environmental risks.

The meeting started with a briaf presentation by XXX Financial Holdings on the ESG roadmap
of ail & gas and petrochemical companies worldwide, and its observations and assessment of
X Corp.

Sharing, observations and suggestions by XXX Investment

1. The carbon reduction and green transition action taken by European/Us oil
companies

Major oil companies haver joined Oil and Gas Climate Initiative

TOTAL, BP, Shell, PetreChina, Hon Hai and Taiwan Cement have committed to net zero
emissions by 2050 or eadier, by increasing energy efficiency and use of renewakble
energy sources.

Meste Ovyj and Reliance Industries commit to carbon neutral praduction by 2035.

PPT Public in Thailand commits to 20% carbon emission reduction by 2030.

U.5. oil refinery companies such as Phillips 656, Marathon and HollyFrontier have bagun.

transition to biofuel.
¢  TSMC is the world’s first semiconductor company ko join REL100 and commit to 100%

renewable energy usage.
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2. XXX Financial's cbservations

# XXX Corp's TPI management guality declined to Level 1 {awareness) in 2020, from
Level 2 (building capacity] in last year. This means that XXX Corp acknowledges
climate change as a significant issue for the business and it has nominated board
committee to be responsible for climate change policy. XXX Corp has published
historical information on its scope 1 & 2 GHG emissions but has not set future reduction
targets.

# XXX Corp responded by establishing a target of reducing GHG emission to 50% less
than that in 2005 (the base year set by Taiwan NDC) by 2050,

3. XXX Financials' Suggestions for XXX Corp

* Improve disclosure in CSR report and highlight the low carbon transition strategy.

* Review global ESG rating agencies” methedologies and actively respond to the agencies’
questions and ratings.

* To have dedicated employees to leam more about the carbon reduction actions taken
by global oil/gas/petrochemical companies and find the feasible solutions which can be
implemented in Taiwan.

Key topics identified by investors before the meeting:

Carbon emission reduction

Internal COzemission targets

Climate change risks and opportunities

ESG disclosure gap between CDP responses and CSR report

Key discussion topics (questions were sent by investors before the meeting ):

Question 1: Taiwan Environmental Protection Administration plans to levy carbon fee for high
carbon emitters whose annul carbon emission is more than 25,000 tons, which is applicable to
XXX Corp. How does XXX Corp respond to this upcoming regulation?

Answer: As this regulation is in the consultation stage, XXX Corp plans to give some
suggestions to the government., Firstly, carbon emissions fluctuate according to market
conditions and business cycles, which will be different for companies. XXX Corp suggests the
government to take these factors into account, and not to set only one emission threshold for
all companies. XXX Corp said that emission threshold should be measuraed per business unit
within the firm. Secondly, levy on carbon emission should apply to the difference between
targeted and actual emission. This will be more effective in encouraging companies to achieve
targets. XXX Corp has disclosed the steps that have been taken to reduce emission on the
Carbon Disclosure Program (CDP) guestionnaire. They have started to install solar panels at
some of their facilities. When all fadlities are installed with solar panel, 30,640KW of
electricity will be generated from solar energy. XXX Corp is also exploring to generate
electricity from wind power. Recycling derivative fuel since 2019 has helped the company to
reduce GHG emissions by 4,198 tonnes,

Question 2: Taiwan Mational Development Council (NDC) sets te achieve 50% reduction of
GHG emissions below business as usual (BAU) level by 2030, which translates to reduction by
20% below 2005 (base year set by NDC) level for XXX Corp, What is XXX Corp's view?
Answer: XXX Corp always support government's environmental initiatives, However, XXX
Corp reiterates that emission target should be set as per business unit, and the bass year
should not be sat only at 2005, For XXX Corp, 2007 was the year in which the highest level of

-7-
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GHG was emitted. Hanca, 2007 should be the basa year for the company. XXX Corp thinks
that NDO'C should consider the business cycles of each company before setting the base year
and target numbers.

Question 3: If XXX Corp comply with NDC's requirement, which is to reduce carbon emission
by 20% by 2030, based on 2005 emission level, will yvou set short/mid/long term targets to
meet this requirement?

Answer: The current regulation requires us to reduce carbon emission by 10% in 2025 (base
year 20053). The 2030 target is still pending for regulatory approval., Our short-term targst is
to lower energy consumption for 2ach business unit by 3% and encourage employees to take
public transports and purchase energy efficient elactronic goods. For mid/long term, we
continue to adopt green energy. Solar energy will be the main source and we will also explore
wind power energy.

Question 4: Many European and U.5. il companies have commitied to net zerc emission by
20350, Do yvou think Taiwanese oil companies can achieve this target given different business
environment?

Answer: XXX Corp thinks using renewable energy is the only possible way to achieve net zero
emissions by 2050. The supply of renewable energy in Taiwan has increased, but in our view,
it iz still not enough to support the energy reguirement for petrochamical companies, unless
we build our own green energy facilities. Howewer, due to land scardty and lack of tax
incentives, this remains a huge challenge. This is the reason why XXX Corp does not commit
to net zero emissions for now, as we do not have the sufficient resources to achieve this
target.

Question 5: MSCI ESG rating indicates XXX Corp's carbon intensity reached 1,335
tonnes/USD millien in 2018, which exceaded the industry average of 301 tonnas/USD million.
More than 60% is contributed by the cogeneration power plant. How do you plan to reduce
this level? Will you follow the foctprints of EU/U.S. oil companies to reduce CO: emission?
Answer: ¥X¥X¥ Corp is not a pure oil and gas company, and 9% of GHG is emitted by the
cogeneration power plant, hence is not reasonable for us to follow exactly what other
companies do. Furthermore, oil products prices may be different among countries, in
particular for XXX Corp, the lower il price in Taiwan has dragged down woil preducts revenue,
Hence the carbon intensity numbers could be distorted. In fact, from 2016 — 2019, the carbon
intensity for cil and gas unit has reduced by 19% and for aggregate intensity has reduced by
14%., Wea will continue to increase the usage of renewable energy in the business to achieve
further raduction.

Question 6: Apart from climate change, would you make other disdosures in your CSE
report?

Answer: XXX Corp will make regular assessment and disclosure on climate change, by using
annual rainfall levels and typhoon structures. We will also disclosa the financial impact {carbon
rights ar fines) on the business in the case if reduction target is not met. On the CDP
guestionnaire, XXX Corp have disclosed that the company will incur financial loss of NTOD10bn if
the company does not reduce carbon emission te 13.5mn tonnes by 2050, Again, our strategy
is transition into renewable energy. Furthermore, in any occurrence of water shortage by 10%
for mora than 2 days, XXX Corp will be forced to reduce production which may impact
earnings. To awvoid this, XXX Corp aims to increase usage of recycled water and to invest in
seawatar desalination projects.

Question 7: Do yvou plan to or have a time frame of disclosing scope 3 carbon emission level?
Answer: In 2019, X¥¥ Corp has assessed scope 3 CO; emission and appointed BSI Group in
the U.K. to audit the numbers. The categories being assessed was upstream and downstream
lzgistics and deliveries, wastes from business operations, business travels, staff daily

-8-
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commute, materials used by suppliers, etc. We disclosed this information in the CDP
questionnaire.

Question 8: As the government’s policy is an important driver for XXX Corp’s transition to low
carbon, do you engage with policy makers regularly? Do you participate in any climate
working/industry group?

Answer: XXX Corp appoints representatives to attend government’s consultation meetings
regarding new regulations recently. We are also active participants of industry climate change
and carbon reduction conferences. XXX Corp is supportive of government climate and CO;
reduction initiatives. However, we ensure our voices are heard if any new policy is inapplicable
to our businesses.

Question 9: What is the role of XXX Corp Sustainable Development Promotion Working Group
when promoting climate issue? Does the team need any help from investors on climate
issues?

Answers: XXX Corp sustainability working group is responsible for identifying material ESG
issues, monitor and manage thess issues. XXX Corp welcomes investors advice and feedback
in order to address the material issues more effectively.

Key focus for future engagements:

+ Investors are concerned of the ESG disclosure gap between XXX Corp
annual/CSR report and the CDP questionnaires. Although XXX Corp made
disclosure of data and information on questionnaire in response to NDC or
CDP, however, not everyone has access to these questionnaires. Therefore,
investors encourage the company to improve disclosure in a systemic way.
Invesco pointed out that our investment team derive a fair value for
companies based on fundamentals and ESG analysis. If there is no disclosure
in the annual/CSR report in relation to the ESG work that XXX Corp has done,
the value of the company could be discounted. CEQ said the company is
willing to improve transparency and increase their ESG and C5R disclosure.
The company values public opinion and welcomes advice and feedbacks from
stakeholders.

+ XXX Corp is also committed to increase the renewable energy portion in its
operations. It will also explore more ways to increase energy efficiency.

+ XXX Corp will try to achieve the 2050 net zero emission target.

+ Establish ESG related KPIs for senior management.
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