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Executive summary (1)

« In May 2021, MUFG announced the MUFG Carbon Neutrality Declaration, aiming to become carbon neutral by 2050.
To achieve this goal, we have been pursuing various initiatives based on three unwavering commitments:
contribute to the 1.5°C target, support a smooth transition to a decarbonized society, and build a sustainable
society that fosters a virtuous cycle between the environment and the economy. In addition, following the
November 2022 publication of Glasgow Financial Alliance for Net Zero (GFANZ)’s transition plan guidance, we have
been developing a transition plan in line with this framework.

« This MUFG Climate Report 2024 is designed to showcase the progress and achievements of MUFG's wide-ranging
efforts toward decarbonization, including the content of our transition plan, and our decarbonization approach, to
our investors and various stakeholders.

« The following is our key stance underlying MUFG’s actions to address climate change.

( = Carbon neutrality cannot be achieved by financial institutions alone; it is enabled through the )

carbon neutrality of clients, which means decarbonizing the real economy. To this end, steady
progress to decarbonize carbon intensive industries and regions through client engagement and
support, including transition finance, is crucial

= Decarbonization pathways depend on regional characteristics, such as geographic conditions and
industrial structure. Asia, in particular, is in the midst of economic development, and increase in
energy demand is expected to continue. It is therefore important to strike a balance between
decarbonization and economic development.

= To both support clients and achieve MUFG's interim target for 2030, proper management for
transition support and target achievement are necessary, and it is important to establish an
\ effective framework to support these activities. )

« MUFG's four main strategies for achieving carbon neutrality, as presented in this report, are (1) reducing emissions
from own operations, (2) engagement and support, (3) reducing emissions from our financed portfolio, and (4)
risk management and governance. This constitutes the main content of this report, with each chapter providing
details on MUFG's approach to each strategy. The key points for each strategy are listed on the following page.
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Executive summary (2)

Key points in each strategy

1

Reducing emissions from own operations

Roadmap to net zero emissions by 2030 and measures
to achieve the interim target for FY2026

Initiatives in the four areas of mobility, office buildings,
energy, and resources to reduce environmental impact

Achieving business co-creation through partnership with
clients, including through the use of MUFG branches and
facilities

\2) Engagement and support

Promoting engagement in line with our approach to
support decarbonization

Establishing Green Transformation (GX)*! value chain
support as a main strategy in the new medium-term
business plan and raising the sustainable finance target to
100 trillion yen

Building frameworks for transition finance, promoting
transition support through the Transition Whitepaper and
Asia Transition White Paper, and making policy suggestions

Setting 2030 interim targets for the automotive, aviation,
and coal sectors to meet commitments under Net-Zero
Banking Alliance (NZBA)*2 guidelines

Developing an operating framework for effective
management (transition assessment framework,
transaction screening process, escalation process,
financed emissions monitoring, transition plan monitoring,
etc.)

FY2022 performance for sectors with interim targets and
approach to achieve 2030 targets

Establishing a system to properly manage climate
change-related risks based on the Risk Appetite
Framework and the Top Risk Management

Establishing a governance structure that enables
appropriate decision-making through various meetings
aimed at achieving carbon neutrality under the
supervision of the Board of Directors.

Conducting capability building for sales teams to
strengthen client engagement

*1 Green Transformation: Transformation of the entire economic and social system to achieve emission reductions and increase industrial competitiveness by

viewing efforts to achieve 2050 carbon neutrality and 2030 national GHG emission reduction targets as an opportunity for economic growth.
*2 Net-Zero Banking Alliance: Established by the United Nations Environment Programme Finance Initiative (UNEP FI) in April 2021, this initiative commits

banks to net zero GHG emissions in their financed portfolios by 2050.
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Transition plan based on GFANZ guidance

« MUFG has developed its own transition plan in accordance with the transition plan guidance framework by GFANZ.
The content of this report is aligned with the transition plan guidance framework as shown in the following table.

GFANZ guidance framework themes and recommended components*!

MUFG'’s response*?

Found
ations

Implementation
Strategy

Engagement

Governance

*1 Based on “Financial Institution Net-zero Transition Plans - Fundamentals, Recommendations, and Guidance” (Nov. 2022)

Strategy

Objectives

and priorities

Products and

services

Activities and
decision-
making

Policies and
conditions

Clients and
portfolio
companies

Industry

Government
and public
sector

Metrics and
targets

Roles,
responsibilities,
and remuneration

Skills and
culture

+ Definition of targets and timeline to achieve net zero emissions by 2050 (or earlier) to

achieve a 1.5°C pathway
Financing strategies (including priorities) for measurable medium- and long-term goals
and achieving net-zero emissions.

* Existing and new products and services to support client transitions to achieve 1.5°C
* Support for net-zero transition of the real economy and advice on portfolio

decarbonization

Embed the financial institution’s net-zero objectives and priorities in its evaluation and
decision-making tools and processes to support its net-zero commitment

Establish and apply policies and conditions on priority sectors and activities such as
thermal coal, oil and gas, and deforestation

Include other high-emitting sectors to define business boundaries in line with net-zero
objectives

Proactively and constructively provide feedback and support to clients to encourage net
zero-aligned transition strategies, plans, and processes
Escalation process when engagement is ineffective

As appropriate, exchange transition expertise and collectively work on common
challenges

Represent the financial sector’s views cohesively to external stakeholders, such as clients
and governments

Direct and indirect lobbying and partner with governments/public sector toward net-zero
transitions
Ensure alignment between client/portfolio companies’ lobbying and initiatives for net zero

Establish appropriate metrics to drive execution of the net-zero transition plan and
monitor the progress

Define roles for the Board of Directors or management/organizations responsible for
managing net-zero targets
Review remuneration systems and transition plans regularly

* Training and development support to provide skills and knowledge (including the Board

of Directors and management)
Programs and communications to embed the net-zero transition plan into the
organization’s culture and practices.

*2 The page numbers for each section correspond to the pages in the “MUFG Climate Report 2024"

New MTBP | p.9  CN declaration | p.10 3 commitments | p.11

New MTBP GX | p.26  Sustainable finance target | p.27 Interim target | p.46

Engagement approach | p.24 Engagement structure | p.25 New MTBP GX | p.26

Sustainable finance target | p.27. 93 Investment & innovation | p.28

Effective management framework | p.52 Transition assessment | p.53

Project review process | p.55-56 Sector-specific risk analysis | p.77

Policy framework | p.55

Approach to achieving targets | p.58-72

Engagement approach | p.24  Transition support | p.30

Escalation process | p.52 Transition assessment | p.53

Engagement approach | p.24

Transition support | p.30 Transition whitepaper | p.32-37

Engagement approach | p.24

Transition support | p.30 Policy engagement | p.38

Operational emissions | p.17 Sustainable finance target | p.27 Portfolio FE | p.42

Interim target | p.46 Approach to achieving targets | p.58-72

Governance structure | p.78 Meeting structure | p.79

Skill set | p.80 Compensation system | p.81

Capability building | p.82

Fostering culture | p.83
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1. Reducing emissions from own operations

Interim target and roadmap (Scope 1 and 2)

(Thousand t-CO,e)

There has been steady progress with emissions reduction.
Going forward, we aim to achieve our targets through energy
efficiency & conservation, convert electricity contracted by
other companies to renewable energy and electrification of

business vehicles

®™MUFG Bank ™ Krungsri

Bank Danamon*! Others

(Bank of Ayudhya)*t

[Measures to reduce environmental impact through
partnership with clients]

In partnership with Hitachi, Ltd., MUFG is to introduce movable
storage batteries, solar power generation, and EVs at the
bank's Nerima Branch as an eco-friendly store and begin
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Acquired third-party

Carbon credits

assurance (negative emissions) I' | \\
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Measures to reduce environmental impact
*includes projects under consideration
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In addition to in-house initiatives, we plan to promote various
types of business co-creation in partnership with clients

Achieving carbon neutrality
for business vehicles

Providing charging facilities
to clients

EV energy management

Setting energy efficiency &
conservation targets

Eco-friendly branch W|th energy

generation g
Refer to fig ure on the rig

Acquisition of environmental
certifications

Energy

)
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O
b
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o
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Procuring renewable energy
with additionality

Procuring renewable energy
utilizing storage batteries

Utilizing perovskite solar
cells*2

Improving air conditioning
efficiency with wireless power
supply technology

Recycling used cooking oil

Recycling grease trap waste
from cafeterias*3
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.
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@ Switch to EV business vehicles

(@ Maximize use of renewable energy with solar power and
movable storage battery

® Operate EVs with 100% renewables / increase store’s energy
self-sufficiency

@ Replace store facilities to improve energy efficiency & conservation
® Visualize energy self-sufficiency
® Reuse batteries in the future

*1 Asian partner banks Krungsri (Bank of Ayudhya) and Bank Danamon are MUFG consolidated subsidiaries in Thailand and Indonesia, respectively
*2 A new type of solar cell using materials with a crystalline structure called perovskite
*3 Reusing oil and grease collected in cafeteria wastewater systems as biofuel
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2. Engagement and support (1)

Engagement approach

- Identify new needs and issues through the solutions we provide
while offering suggestions to policymakers in collaboration with
industries and government agencies

Policy suggestions in collaboration with industries and
(1) government agencies

Building frameworks for . -
( transition finance ) C Transition Whitepaper )

Gsia Transition White PapeD CPromoting blended finance)

Pa_rt|C|pat|ng in initiatives Activities for COP28
in Japan and overseas

Enhancing our capability to provide solutions that support
clients’ decarbonization in line with government policies
A and strategies

C GX value chain support ) C
Investment and
innovation projects

9 Leveraging relationships with clients, local governments,
and industry associations to identify new needs and issues

Executive Forum for dialogue with Specialized engagement
lients from a management standpoin team

Sustainable finance
promotion

GX value chain support

* MUFG has identified supporting value chain in Green
Transformation (GX) as a key strategy for ‘Expand & Refine
Growth Strategies’ in the new medium-term business plan

o Support for domestic
GX investment

9 9 Development and
import of overseas
mf\h clean energy and
i resources
(4) 4
% /{j\ == €) Support for Japanese

companies entering
Ly
L E8

N
\

\\{
>~

overseas GX markets
Support for transitions
in emerging markets
through public-private
partnerships

New sustainable finance target

(from 35 trillion yen to 100 trillion yen)

* MUFG has raised its sustainable finance target from 35 trillion
yen to 100 trillion yen by 2030, given strong progress that
MUFG has made to date along with the growing demand for
funds

New target
100 trillion yen
Overall sustainable finance
New target

Environment areas o
50 trillion yen

Previous target

24.5 27.7 35 triIIion:_ygn_:
Previous takget
8.0 14.5 8.9 10.4 18 trilfion yen,
35 2.0 3.6 >4 ( RS
FY2019 FY2020 FY2021 FY2022  H1 Fy2023 ) FY2023  FY2023

Before After
change change
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2. Engagement and support (2)

How we define our role in achieving carbon neutrality

« To achieve sustainability in a meaningful way, it is more important for financial institutions to support decarbonization of
the real economy including carbon intensive sectors rather than focusing on greening their balance sheets (also the so-
called “paper decarbonization”).

e The decarbonization of the real-economy requires development and implementation of transition strategy which reflects regional
characteristics, industry structure and relative strength, inter-dependency among industries, and differences in energy mix. Japan
and Asia’s unique challenges include transition timelines and pathways being different from those of Europe and the United States
because Japan and Asia are still highly dependent on fossil fuels, coal-fired plants in this region are relatively young, and potential
to scale up renewable energy is limited at this moment. Also, it is crucial to balance the economic growth and decarbonization in
Asia where energy demand is expected to continue to increase in the coming years. As a global leading financial institution
with an extensive footprint across Asia and Japan, we believe it is important to facilitate a whole-of-economy transition
in a responsible way by engaging with broad stakeholders, and acknowledge as well as respect regional, sectoral or individual
client’s pathways.

« A transition implies a major overhaul of the whole-of-economy, and therefore requires significant amount of capital mobilization
and risk-taking. In doing so, public finance plays a critical role in crowding-in private finance. MUFG is committed to creating
an enabling environment where both real-economy and financial institutions can proactively promote transition.

Main initiatives to support transition and our achievements

» Became one of the Steering Group members for the NZBA and contribute to
develop frameworks for transition finance as chair of the Transition Finance
worktrack

Building frameworks

for transition finance

Facilitating a whole-of-
economy transition based on
regional characteristics of
Japan and Asia

» Released the Transition Whitepaper with clients representing various sectors
in Japan, and also released the Asia Transition White Paper which aims to
contribute to decarbonization in Asia

« Promote blended financing with governments and public institutions and
actively disseminate our view through initiatives and COP28

9 Policy engagement
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3. Reducing emissions from our financed portfolio (1)

Progress with our interim targets by sector

* Achieve target by supporting clients and increasing
renev)vables projects
[S]

(9C0O2e/kWh Percentage change
from FY2019
. -5% !
328 0o 8.
i 2 313 b
=L 307 299 213 T N 1192
Il 156
2019 2020 2021 2022 2023 ! 2030 (fiscal year)

forecast

* Achieve target by supporting business transition and
demand-side decarbonization

(MtCO,e)
Percentage change
pu _5% from FY2019
84 o e} * -------
| 81 . 81 s
L gort St e q -15%
Nl -28%
2019 2020 2021 2022 2023 ! 2030 (fiscal year)
forecast

* Achieve target by supporting our clients’” emission
reduction activities

(MtCO,e)
Percentage change
® 25 from FY2019
22 o) (@) * ....... P >e
17 18 16 17

2019 2020 2021 2022 2023 ! 2030 (fiscal year)

forecast

Commercial real estate Residential real estate m

* Achieve target by supporting clients and the power
sector Percentage change
(kgCp2e/m?)

from FY2019
63 . l .....

56*3 .......... s
............ 47
“ » 144
2020 2021 2022 2023 ! 2030 (fiscal yean
forecast

Ui idi7s] New target

* Percentage decrease of 23%-46% is consistent with
JAMA'’s and IEA’s 1.5°C scenario

+ Achieve target by supporting purchase of ZEH™

(kgCO,e/m2) Per?r?:f %sf;gfgge
5%
27 27
25*3 .......... } ............ ’.
, 23
2020 2021 2022 2023 )) 2030 (fiscal year)
forecast

+  71gCO,/RPK™ aligns with IEA’s 1.5°C scenario

* Achieve target by supporting the expansion of low-
carbon emission vessels

(PCA™) B Interim target

= 30.9%.. B PCA Striving
5 26.2% 4 ™ PCA Minimum
"-' Former scenario
3.9%
0.6% ? “0%
({
2021 2022 2023 ' 20§5 (fiscal year)

forecast

* Zero loan amount by FY2030 (OECD) and FY2040
(Non-OECD)

2030 interim target 2030 interim target Fy2022 FY2030 FY2040
OECD Approx. Zero
Percentage decrease countries 3 billion yek balance
169gCO,/vkm from FY2021 130gCO,/RPK 71gC0O,/RPK
23%-46% :I Non-OECD | Approx. ’L ’ Zero
Aim for JAMA'’s and IEA’s 1.5°C scenarios Aim for alignment with the IEA’s 1.5°C scenario countries 12 billion ye balance
|

*1 Due to some discrepancies in emission data, 76 was revised to 80.

*2 Net zero energy house

*3 Data on emission factors by building and fiscal year is from FY2021
*4 Portfolio Climate Alignment score is based on the emissions intensity of vessels in scope of ship finance
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3. Reducing emissions from our financed portfolio (2)

* MUFG has implemented a transition assessment framework, which evaluates our clients’ transition status, and a
transaction screening process in order to provide managed transition support. We also monitor the progress toward

achieving our 2030 interim targets.
Operating framework for effective management

Transition assessment framework FE*2 Monitoring
Based on targets, governance, and emissions performance of carbon intensive . .
sector clients who have 2030 interim targets Pr°gre55 towards 2030 interim targets
Using available data and information, dynamically checking progress toward
Transaction screening process achieving the 2030 interim targets while taking into account market trends, and
* Environmental and Social Policy *  Following the Equator Principles™ discussing appropriate actions
Framework * Assessment of climate change risk FE of ti rtfoli
* Transition screening to conduct oren |r_e P° olio . o . .
Regularly monitoring FE for the entire financed portfolio (including all of clients’

deeply scrutinized transition
assessments

Scope 1, 2, and 3 emissions)

e ——————— .. Under our Group CRO*3, this second-line
4 Sustainability Risk %\ organization manages sustainability risk,
‘. Management Office (New) _/ including climate change, across the
h ~  organization

Escalation Process

Review credit terms & conditions for clients with no specific plans or
directions for transition despite our engagement

The Transition Plan Monitoring Meeting, jointly chaired by the CSO** and CRO, will be held biannually

Momt.o.rmg the to verify the effectiveness of the operating framework and the progress of our transition plan. The
trans_;ltlon plan operating framework will be updated as appropriate to ensure effectiveness.
SIX tier category fOI‘ High 1 Reliable pathway to net zero by 2050

transition assessment potential 2 Interim targets consistent with the Paris Agreement and based on scientific evidence are in place, and progress is being made toward net zero
3 Interim targets are in place and efforts are underway toward reaching net zero
4 There is a 2050 net zero target (but no interim target)
Low 5 There is a net zero target (but not for 2050)
potential 6 No net zero target
*1 Framework to identify, assess, and manage environmental and social risks and impacts associated with large-scale projects
*2 Financed Emission: emissions attributable to financial institutions through financing (.) MUFG
*3 Chief Risk Officer *4 Chief Strategy Officer
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4. Risk management and governance

Risk
management

Key initiatives

Overview

Risk Appetite
Framework

Top Risk Management

Governance

8
A8

Capability
building

@)

ecg

Risk analysis by sector

Governance structure

Compensation system

Capability building

Fostering culture

Established a system to manage climate change-related risks and
clarify MUFG's risk appetite

Positioned risks arising from climate change as top risk in our
integrated Top Risk Management system

Analyzed transition and physical risks of TCFD-recommended
disclosure sectors in a heatmap

Established an effective decision-making governance structure with
carbon neutral-related meeting bodies under the supervision of the
Board of Directors

Reflect evaluation of ESG and sustainability initiatives, including
climate change measures, in the executive compensation system

Conducted training program for front office representatives of major
companies to enhance engagement skills (Total of about 2,000
participants in FY2023)

Held internal seminars and launched an internal social media platform
to ensure that each MUFG employee has basic knowledge on
sustainability and awareness to take action on their own

(¢) MUFG



11
Next steps

Core initiatives

1 Reducing emissions from own operations

« Implement energy efficiency & conservation initiatives
and convert electricity contracted by other companies to
renewable energy to achieve FY2026 interim target

+ Realize and promote various business co-creations
through partnerships with clients

\2) Engagement and support

« Promote sustainable finance and GX value chain support
as set forth in the new medium-term business plan

« Continue efforts to support transition through initiatives
and policy engagement and enhance engagement
activities through the Transition Whitepaper

« Implement findings of Asia Transition White Paper

- Implement integrated initiatives for natural capital,
circular economy, and human rights

Regularly review targets based on NZBA guidelines

Regularly review Environmental and Social Policy
Framework

Review progress through transition plan monitoring and
revise as necessary

Study targets for facilitated GHG emissions

Study quantification of climate change risks

Strengthen compliance with non-financial information
disclosure regulations and internal control

Enhance climate change-related data management

Strengthen training for front office representatives and
spread insights for all employees

(®) MUFG



Disclaimer
This report (the “Subject") is intended to comply with the general principles, laws, rules and regulations related
to environmental, social, and governance (ESG), sustainability or corporate responsibility. However, please be
aware that ESG standards and regulatory requirements may vary significantly across different jurisdictions. As
such, depending on your country of residence or incorporation, there may be specific local requirements or
standards that the Subject does not fully address. We encourage you to consider your local requirements and
your own ESG criteria and objectives when selecting our products and services.

It should be noted that no universally accepted global framework (legal, regulatory, or otherwise) currently
exists, nor is there a market consensus in terms of what constitutes a “green", “sustainable", “responsible",
“traditional", or equivalent “ESG" investment, communication, product, or offering. Furthermore, no assurance
can be given that such a universally accepted framework or consensus will develop over time. Although there
have been regulatory efforts in certain jurisdictions and regions (in particular, in the European Economic Area)
to define such concepts, the legal and regulatory framework is still under development.

Additionally, the lack of common or harmonized definitions and labels currently regarding what is considered
“green", “ESG", “sustainable", “responsible", and other similar criteria, or clear guidelines on what these
monikers mean may result in different approaches being taken by different institutions.

Alongside its sustainable financing activities, MUFG and its affiliates invest in and finance projects associated
with a wide range of industries, businesses and jurisdictions including in, but not limited to, high-emitting and
hard to abate sectors such as the energy sector. MUFG commits to achieve net zero emissions in its finance
portfolio by 2050 and its own operations by 2030. MUFG's Carbon Neutrality Declaration can be found here.
Accordingly, no assurance, warranty or representation can be given by MUFG that any of their investments,
products, communications, services or offerings will meet any or all expectations regarding “green", “ESG",

“sustainable", “responsible"”, or other equivalently labelled objectives or that no adverse environmental, social,

and/or other impacts will occur.
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https://www.mufg.jp/english/csr/environment/cnd/index.html

