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Impact Report

Introduction

—Resona Asset Management’ s approach to
global impact investment (climate change)

The Global Impact Investment Fund (climate change) was formulated in
December 2021 with the aim of achieving a “sustainable world where climate
change and its effects do not pose a threat to anybody’ s life or health.”

Climate change arising from global warming now constitutes the most serious
problem of the 21st century and poses a threat to our daily lives. Resona . |
Asset Management understands the urgency of this growing issue.

In response, we will practice impact investment to support the resolution of

climate change-related issues by empowering excellent corporations around e N
the world to do so. Through this, we will provide abundance and happiness to

future generations.
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A Message from the Chief Portfolio Manager

The Global Impact Investment Fund (climate
change) was formulated to achieve a “sustainable
world where climate change and its effects do
not pose a threat to anybody’ s life or health.”

Our commitment to achieving this goal is
unwavering.

The climate change problem has been widely
known for decades and repeatedly discussed in
diverse corners of society. Taking a look at the
recent condition of the global environment,
however, it is clear that this problem is going
from bad to worse. When | was a child, people
didn’ t need to turn on the air conditioning to
cool the bedroom at night. Even in summer, we
were able to sleep soundly with the cool breeze
from the window as the temperature naturally
went down after sunset. Today, however, a lack
of air conditioning in summer could result in
life-threatening situation. The status of the Earth’s
environment has changed in such a drastic way
over the course of just several decades, less than
the lifespan of one generation. What will happen
in ten or twenty years going forward? Can we
ensure that our world will still be habitable when
our children and grandchildren grow into adults?

Impacts we are aiming for

Rising global temperature is not the only problem
confronting us. Climate change is now feared to
induce a broad range of other issues. These
issues, ranging from the shrinkage of regions
habitable to humans, depletion of food and
water, pandemics of infectious diseases, to
eruption of international conflicts over resources,
could emerge in a chain reaction. Taking these
factors into account, the climate change problem
is a matter of the utmost importance for
humanity and must be countered at all costs.

Of course, we know that resolving this problem is
no simple task. We also understand that many
people do not believe that it can be resolved.
However, should we fail to take serious action
now, we will soon find ourselves running out of
time. We would quickly reach the point of no
return if we idly remain bystanders. | am
convinced that we have no other choice in the
face of this perilous situation.

I love the world around me. | am grateful not only to
the natural environment but also to society, as well
as my friends, family members and all others who
came into my life and helped form who | am now.

Mitigation of climate change

Curb the rise in global temperature to less than 1.5C

Reduce greenhouse gas (GHG) emissions, which
cause climate change
Achieve net-zero GHG emissions around the
world earlier than 2050

Adaptation to climate change
Mitigate risks arising from climate change

Address climate change-related issues affecting
high-risk regions, including developing countries
Focus especially on providing vulnerable
regions and communities with long-term
solutions for adaptation

Source: Compiled by Resona Asset Management in reference
to the outline of the Glasgow Climate Pact agreed
upon at COP26 in November 2021




| am also aware that my existence is in large part
attributable to the baton my predecessors have
passed down to our generation. Guided by my
immense sense of gratitude, | am determined to
carry this baton of life to the next generation. |
personally believe that this task is integral part of
my responsibilities. The succession of the baton
should be protected in this generation.

Fortunately, our society is beginning to change in
a positive way. For example, we have seen
growing public awareness regarding the pressing
need to address social issues, especially among
the younger generation, Gen Z. This generation
will one day become the majority. Their voting
and purchasing behaviors will then serve as
driving forces behind major social transitions.
Furthermore, technological breakthroughs
currently achieved in various fields could provide
a basis for the near-future realization of
innovative solutions, which were previously
considered pipe dreams. | believe that our
mission is to nurture these new seeds of hope by
developing seedbeds for, providing fertilizers to
and watering them so that they can sprout and
grow into large trees.

Global Impact Investment Fund (climate change)

Traditionally, finance has assumed the role
described previously to support social
development. | believe that the emergence of the
impact investment framework was inevitable in
the wake of the climate change problem—a
universal crisis for humanity. Impact investment
provides a scheme for people around the globe to
invest with intention and, through various funds,
direct finance to corporations and empower
them to realize innovation. This will, in turn, result
in major social impacts. These impacts will not
only enrich society and enable businesses to
grow but also help investors enjoy robust returns.
We expect a virtuous cycle like this to attract a
greater number of human resources along with a
growing volume of investment and, eventually,
generate a wave that will transform society.

To make this happen, we have just made a small
but solid step. The Impact Report is our first
message conveying our steadfast commitment in
this area. It is our great hope that you take time to
read through it and understand our aspirations. |
couldn’ t be happier if this publication earned us
an ally to our pursuits. Looking ahead, we would
like our stakeholders to expect great things from
our activities.

Hiroki lura
Chief Portfolio Manager
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)Resona Asset Management’s purpose

Overview of the Global Impact Investment Fund (Climate Change)

and intention for its global impact investment (climate change)

Resona Asset Management's purpose is to “provide abundance
and happiness to future generations as well as our own.” We
strive to not only help our investees operate sustainably but
also believe that contributing to the sustainability of society
and the environment, both of which serve as foundations for
their corporate activities, will position us to better protect the
assets our customers entrust to us. These endeavors are, of
course, also intended to support sustainability for all customers.

The Global Impact Investment Fund (climate change) (hereinafter
the “Fund”) has defined its intention as “achieving a sustainable
world where climate change and its effects do not pose a threat
to anybody's life or health.” Climate change constitutes the most
important issue in terms of maintaining social sustainability.
Accordingly, addressing this problem is integral to the realization of
abundance and happiness for future generations. We will therefore
serve, over the long term, as a running partner for our investees
striving to address climate change. In this way, we will realize
our purpose.

)What is impact investment

Resona Asset Management considers impact investment to be
an important method of providing abundance and happiness to
future generations as well as our own.

Investment in general, the primary purpose of which is to acquire
investment return, involves assessments from two aspects: return
and risks. In addition to these, impact investment incorporates a
new axis for assessment, namely, impact. Impact refers to a positive
social impact, such as contributing to the resolution of social and
environmental issues.

Executing investment means providing investees with financial
and monetary support to aid in their corporate activities. In this
light, impact investment is considered to directly contribute to the
creation of a better society as this method is typically employed
by investors who maintain clearly defined intention regarding
what impact they seek to make and have developed careful
assumptions about the possible impact of activities undertaken by
their investees candidates in the course of screening them.

In the course of impact investment, the Fund also employs an
investment approach equipped with the following three features:
1) long-term, selective investment; 2) impact measurement and
reporting; and 3) dialogue and engagement with investees. In
these ways, we will provide customers with opportunities to
support the resolution of social issues through investment while
acquiring attractive return.

Investment fields of the Fund

Resolving social issues with
the power of business

@ The accumulation of human resources, management
resources and technologies is expected to generate
synergetic capabilities and lead to major progress
in efforts to resolve social issues.

©The spillover effect is also expected to emerge
and impact a variety of social fields via, for
example, the creation of employment and the
innovation of industrial norms.

Management’s

Supplementary
relationship

Intention

for the Fund Achieve a “sustainable world

where climate change and its
effects do not pose a threat to
anybody’s life or health”

Resona Asset

“provide abundance and €
happiness to future €
generations as well

as our own.”

purpose

Loﬁg—term,
selective
investment

gue and
engagement

Impact
measurement

Nwig

Impact
investment

@This method is capable of supporting the
resolution of issues in fields that are incompatible
with business activities as it is solely backed
by contributors” moral compass and benevolence.

@This method is also expected to contribute to
social stability through the redistribution of
income.



Resona’s impact investment
Feature

Although there are many social issues that call for solutions,
most of them are inherently hard to be resolved in the short term,
constituting serious, complex and structural problems. Moreover,
only a handful of entities are equipped with abilities to provide
effective solutions. These circumstances, in turn, make it difficult
to make immediate improvement and mitigate the seriousness of
these issues.

On the other hand, innovation achieved by business corporations
through technological breakthroughs or other creative activities is
becoming the subject of growing public expectations. A corporation
that overcomes barriers to the resolution of a given issue and
delivers effective solutions would be better positioned to meet
abundant business opportunities as it stands out in the market,
with its corporate value thus growing sustainably.

Taking a strictly selective approach to screen investee candidates
from among excellent corporations like the one exemplified
above, the Fund assists them in their efforts to resolve social

Resona’s impact investment 2
Feature

In the course of impact investment, the Fund not only aims to
acquire robust return but also considers making a positive impact its
important objective. Accordingly, we place great emphasis on
periodically assessing what impact our investees have made and
measuring the magnitude of such impact. Based on the results of
this measurement, we provide our customers with reports on
investee status so that they can clearly see the impact of their
investment.

When conducting impact measurement, we set quantitative
indicators designed to determine the degree of achievement of
investment goals and the status of issues we aim to resolve. In
addition, we carry out qualitative assessments, such as examining

actual cases of investee initiatives, as part of periodic assessments.

We will continuously strive to help our customers clearly understand
how their investment contributes to the betterment of society, to
this end robustly updating them about the status of our investees
and their business activities supported by customer funds.

Resona’s impact investment 3
Feature

In order to secure targeted returns through long-term investment
as we create a positive impact, we deem it important to assist
investees in their business activities aimed at making impacts. This is
why we focus on maintaining dialogue and engagement with them.

Impact investors do not consider investee corporations a mere
vehicle for acquiring returns. Rather, such investors expect their
investees to create a positive impact and, therefore, pay close
attention to value they can deliver to society through corporate
activities. The investment philosophy of this kind could be highly
compatible with corporate philosophies, reasons for being and
purposes defined by investee corporations whose focus is to make a
positive impact on society. With this in mind, we put ourselves on equal
footing and aim for the common goals with investee corporations,
believing that serving as their running partner is a matter of extreme
importance in maintaining constructive dialogue and engagement with
them. As an impact investor, we are confident that this approach will
enable us to be recognized by investees as standing out among

and engagement

Present —

Acquiring return through long-term, selective investment

issues through impact investment. At the same time, we are
confident that we will be able to acquire robust returns over the
long term as a result of investees’ business growth.

Innovation aimed at
resolving social issues Progress in
the resolution

Il
Abundant business opportunities ' of social issues

(investment opportunities)

Future

-

A

Social issues
remain
unresolved

Making it easier to visualize the value of investment through impact
measurement and reporting

Verification
of results

)
OW

Improvement
of strategies

Impact Report

Assisting investees in their corporate activities through dialogue

other general shareholders due to the uniqueness of our investment
philosophy. This will, in turn, help us develop favorable relationships of
trust and maintain meaningful dialogue and engagement with them.

A ¢

Serving as a
running partner
over the long
term through
dialogue and
engagement

Corporations

even larger impact
and returns

1oedwi 1e1nos

Investment returns

capable of generating
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Overview of the Global Impact Investment Fund (Climate Change)

)An impact fund aimed at contributing to countermeasures against global climate change risks

@ Global climate change risks

The world population is now expected to increase considerably
due especially to population growth in India and sub-Saharan
Africa. This increase will, in turn, cause demand for resources and
energy to surge on the back of burgeoning economic development
in emerging nations. Moreover, the volume of GHG emissions
worldwide is likely to grow constantly going forward in step with
the expansion of economic activities around the globe if robust
reduction measures are not taken. Simultaneously, if widening
economic divides among countries and regions remain unmitigated
and hamper effective international cooperation, poverty and other
relevant issues may not be addressed effectively, and regional
disparities in technological innovation may increase further.

The Intergovernmental Panel on Climate Change (IPCC) forecasts
that the breadth of the current rise in average global temperature
will surpass 1.5C, or possibly even 2°C, by the end of this century
unless the volume of GHG emissions decreases significantly over the
course of the next several decades. It is believed that climate
change induced by human activities as described above will

@ What is needed to realize a sustainable world

To avoid serious risks arising from climate change, it is essential
to resolve its root cause. Specifically, mitigation measures, which
aim to rapidly reduce GHG emissions globally, must be undertaken.
Also, it is estimated that a 1.5°C rise in global temperature at the end
of this century cannot be avoided even if the best possible
countermeasures are introduced. In the worst-case scenario,
the temperature rise may reach 4.4°C. Accordingly, implementing
adaptation measures, which are designed to enhance society’s
resilience against climate change, is equally important as mitigation
measures.

In this regard, we have developed the “Theory of Change™* to
outline the approach the Fund intends to take in its pursuit of a
sustainable world.

One example of mitigation measures is reducing the use of fossil
fuels as an energy source to support human social activities. To
this end. electrification should be implemented thoroughly. At
the same time, conventional energy sources need to be replaced

lead to the growing frequency and severity of extreme weather.
As such, the negative impacts of climate change are considered to
be quite extensive, affecting our socio-economic activities as well
as the natural environment surrounding us, resulting in great loss.

What if countermeasures are not undertaken?

© Global GHG emissions will increase by approximately 13% in 2030
and more than 30% in 2050 (compared to 2020 levels).

© In the worst-case scenario, the extent of global temperature rise
at the end of this century may reach 4.4°C.

© Currently, living conditions of approximately 3.3 to 3.6 billion people
around the world are extremely vulnerable to the impacts of
climate change.

© Climate change-related damage to society could further increase
with the escalation of global warming.

Source: Compiled by Resona Asset Management in reference to the IPCC's
Working Group Il report as part of its Sixth Assessment Report and
materials published by the Working Group Il.

with renewable sources to expand the use of clean energy. In
addition, considering that a large variety of goods used in society
are made using fossil fuels, we need to promote the use of
recycled materials. To address these challenges, the Fund is well
aware of intertwined relationship between demand and supply, such
as the relationship between energy suppliers and consumers and,
accordingly, has classified solutions to the climate change-related
issues into eight categories. Our Theory of Change thus informs
our approach to the resolution of these issues based on the
assessment of each solution category in light of its importance,
timeframe and interaction among them. Backed by this Theory,
the Fund intends to invest in differentiated businesses (e.g..
technologies, products, services and business models) aimed at
making a positive impact in terms of contribution to both the
mitigation of and adaptation to climate change.

*A comprehensive description or diagram explaining why and how positive

change can be made vis-a-vis social issues calling for resolution through a
certain initiative.

)Our Theory of Change

Reaching desirable conditions A Sustaﬁ{able wahashhere

Avoiding undesirable situation

climate change and its effects

Resolving the root cause of
climate change

Implementing mitigation measures

Strengthening
Renewable Energy
Source Supply
Capabilities

GHG Reduction Measures Other
Than Electrification and
Energy-Saving Initiatives

Decarbonizing
Existing Power
Generation Businesses

do not pose a threat to
anybody’s life ‘or health

SIS Flectrifying Energy Sources
effect — -

Increasing society’s resilience
against climate change

Prométing adaptation measures

Enhancing Disaster
Resilience

Resolving Food and
Water Problems

Comprehensive Solutions for Mitigation

and Adaptation




) Eight primary solution fields of focus (Impact Target) and relevant investee corporations

Strengthening Renewable Energy Source
Supply Capabilities

Decarbonizing Existing Power Generation
Businesses

General Electric »i\

Enphase Energy @

ITM Power @
STEM Q

GHG Reduction Measures Other Than

Electrification and Energy-Saving Initiatives

Darling Ingredients .x-

Euglena -x

Eastman Chemical {:}

Ball —

Mercari @

Xinyi Glass

Enhancing Disaster Resilience*

Autodesk :—3

GIKEN LTD. A

Coupa Software g‘z

b
General Electric %
— I

ITM Power @
Electrifying Energy Sources

Zaptec “Glin
Li-Cycle 4&rv
Befesa »\Q\’

QD Laser .
\\§ 4

Carbon Reduction and Capturing Measures
in Agriculture, Forestry and Other Fields

Genus 7

Ginkgo Bioworks {_3

Novozymes

Weyerhaeuser ???
- J

Resolving Food and Water Problems

Xylem [}

Ecolab Q
Desert Control %

Genus w

Euglena
N J

*Resilience against disasters and capabilities to restore usual activities from
difficult circumstances
Note: For the Fund's standards regarding the selection of individual investees,
please refer to the Appendix. In addition, some corporations engage
in activities encompassing multiple fields.
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The seriousness of climate change

In 2021, the Intergovernmental Panel on Climate Change (IPCC)
issued the Working Group | report, which suggests the evidence
of human-induced climate change based on natural science, as
part of the IPCC Sixth Assessment Report. The Working Group |
report concluded that there is no doubt about the impact of
human activity on global warming.

According to this report, the breadth of human-induced rise in global
average temperature during the period from the pre-industrial
revolution era (1850-1900) to the most recent decade (2010-2019)
is considered to span 1.07°C. The report also suggested that it is
highly likely that the average temperature has risen at the fastest
pace over the 50 years since 1970 than any other period.

M Changes in global temperature (average for
every decade) from the 1850-1900 period

b 6
20
im B2 1k 13 2000 £ LL £

Ffloiuwbo \

BEIOREL LM T

1.5
O BUBEELEER
- 1.0 1.0

- 0.2

-1 T T
1 500 1000

T =
1500 1850 2020

Source: Summary for policymakers (SPM) regarding the Working Group |
report of the IPCC Sixth Assessment Report, provisionally translated by
the Ministry of Education, Culture, Sports, Science and Technology as
well as the Japan Meteorological Agency ote

Note: Gray lines show changes in global average temperature (1-2000

A.D.) based on historical weather records, including those recovered
from ancient documents. Black lines show changes in global average
temperature (1850-2020 A.D.) based on observational data. The
area colored in light gray indicates the scope of a period in which
recovered weather records are considered most likely to be accurate.
The scope covered by the vertical rectangle on the left indicates
estimated temperatures for a past period of several centuries
approximately 6,500 years ago, with global temperature considered

most likely to be the highest in at least 100,000 years during this period.

To what extent would our lives be affected by a rise in temperature
of approximately 1°C? According to the IPCC, the frequency of
extremely high atmospheric temperature is currently 4.8 times
higher than in the pre-Industrial Revolution period, during which
similar phenomenon was observed only once in 50 years. This is
deemed to be directly caused by the 1°C temperature rise we are
now observing.

—The current status of relevant issues examined from a global perspective

Issues We Aim to Address

—Countering the Climate Change Problem and Creating a Sustainable World

M Frequency of extremely high atmospheric
temperatures in terrestrial regions

Estimated frequency of extremely high atmospheric temperatures
compared to the frequency of similar phenomenon observed in the
1850-1900 period (number of instances/50 years)—Five separate
scenarios based on the breadth of global temperature rise

(Times) 39.2
40

If the global temperature rises by 4°C from
the benchmarking period (1850-1900),

30 extremely high atmospheric temperatures
will occur 39.2 times in 50 years. Previously,
such a phenomenon had never been observed
more than one time in 50 years.

20

13.9
8.6
10
4.8 I
o —
1C 2C

0C 1.5C
(benchmarking period) (present)
Estimated frequency of extremely high atmospheric
temperatures based on five separate scenarios
regarding the breadth of global temperature rise from
the benchmarking period

4C

Source: The Working Group | report of the IPCC Sixth Assessment Report
(summarized version published for policymakers)

Scenarios issued by the IPCC include SSP3-7.0, in which no additional
countermeasures are implemented, as well as SSP5-8.5, in which
the use of fossil fuels is unmitigated and leads to the excessive
volume of GHG emissions. In both scenarios, the rise in average
temperature from the pre-industrial revolution era is expected to
span 3.6°C to 4.4°C by 2100. As explained earlier, the frequency of
extremely high atmospheric temperatures, which had been a rare
phenomenon observed only once in 50 years, would increase 39.2
times should the global temperature rise reach the above levels.
In fact, when heat waves struck many parts of Europe and North
America in 2021, atmospheric temperatures observed in some
regions amounted to nearly 50°C. In Japan, meanwhile, an exceptionally
high temperature akin of that in a peak summer day was recorded
in June 2022. In particular, atmospheric temperatures observed
in certain regions in Gunma Prefecture surpassed 40C for the
first time in recorded history. There is a serious concern about a
further increase in the frequency of this abnormal weather.
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Estimated frequency of
extreme weather after a 4C
rise in global temperature

39.2

times more frequent
Increase in the frequency and
magnitude of extreme temperature,
which had otherwise been
observed only once in 50 years
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Estimated frequency of heavy
rains in terrestrial regions after
a 4Crise in global temperature

2.7

times more frequent
Increase in the frequency and
magnitude of heavy rains,
which had otherwise been
observed only once in a decade
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Estimated frequency of
droughts after a 4C
rise in global temperature

4.1

times more frequent

Increase in the frequency and magnitude
of massive agricultural and ecological
droughts, which had otherwise been
observed only once in a decade

Source: The Working Group | report of the IPCC Sixth Assessment Report (summarized version published for policymakers)

@ Striving toward a sustainable world

To avoid serious risks arising from climate change, it is essential
to rapidly reduce the volume of GHG emissions worldwide in line
with the Paris Agreement aimed at curbing the global temperature
rise within 1.5°C. The mitigation of climate change thus requires
reversing the ever-increasing trend of GHG emissions volumes
around the globe and achieving net zero emissions by 2050. To
this end, systematic transformation is essential. We believe that
funds from investors across the world should be directed toward
this transformation.

The IPCC also reports that a 1.5C rise in global temperature cannot

M Logic tree of mitigation and adaptation relative to eight

priority solution fields

Mitigation of climate change

Reduce greenhouse gas (GHG)
emissions, which cause

Decarbonize the supply
side of energy Decarbonizing Existing Power 15
Generation Businesses

be avoided even if best possible countermeasures are introduced.
Furthermore, it is anticipated that, in the worst-case scenario, the
breadth of global temperature rise at the end of this century may
reach 4.4°C. Taking these projections into account, we deem it
important to work on adaptation to climate change even as we strive
for its mitigation, with the aim of reducing climate change-induced
risks affecting socio-economic activities and natural ecosystems.
In this light, the Fund has identified eight priority solution fields
relevant to mitigation and adaptation measures. We are currently
focused on pursuing investment in these eight fields.

Priority solution fields

Strengthening Renewable Energy
Source Supply Capabilities

. ; Electrifying Energy Sources 19
climate change ] Decarbonize the demand il &l -
) & side of energy GHG Reduction Measures Other

Achieve net-zero GHG
emissions around the world
earlier than 2050

Adaptation to climate change

Address climate change-related
issues affecting high-risk regions,
including developing countries ——
Focus especially on providing
vulnerable regions and
communities with long-term
solutions for adaptation

Mitigate the impact of natural
disasters and increase
the resilience of urban
communities and infrastructure

Ensure food security and
access to water Y

Mitigate health-related risks
Preserve natural ecosystems

Than Electrification and
Energy-Saving Initiatives

Comprehensive Solutions for
Mitigation and Adaptation
Enhancing Disaster Resilience

Resolving Food and Water Problems

Page no. of relevant articles
in this report

Source: Compiled by Resona Asset Management in reference to the outline of the Glasgow Climate Pact agreed upon at COP26 in November 2021
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v What is needed

) = Further expansion of renewable energy power generation capacities

mitigation—Strengthening Renewable Energy
Source Supply Capabilities

= Enhancement of renewable energy power generation efficiency

“ f="Resolution of bottlenecks hampering the widespread use of renewable energy

. Importance of clean energy supply

Electrification to help reduce fossil fuel
consumption

The Working Group Il report issued by the Intergovernmental
Panel on Climate Change (IPCC) as part of its Sixth Assessment
Report suggests that the net volume of GHG emissions around
the world amounted to approximately 59 billion tons in 2019. Of
this, approximately 13.6 billion tons, or around 23% of total
emissions, is from sources associated with electricity and heat
energy supply. Thus, this report urges international society to
drastically reduce GHG emissions from these sources.

On the other hand, the European Parliament has passed a bill that
will come into effect in 2035 that requires all newly manufactured
vehicles to be EVs or emit no GHGs. As such, electrification is
becoming the subject of growing public expectations to curb
GHG emissions.

The increasing importance of the energy
sector in the mitigation of climate change

The Fund is paying close attention to relationship between energy
suppliers and consumers. Even if electrification progresses, the
fundamental cause of the problem will not be resolved as long as
a large volume of fossil fuels is being used to produce electricity
and no measures are being taken to reduce GHG emissions from
power generation.

As explained previously, GHG emissions from sources associated
with electricity and heat energy supply (mainly in the energy
sector) currently account for around 23% of total emissions.
However, once major progress is achieved in the shift to
electrification among energy consumers, the proportional volume
of emissions from such sources will grow even larger should the
current composition of energy sources remain unchanged.
Based on this projection, we consider reducing indirect GHG
emissions from the energy sector to be a matter of growing

importance in light of the future realization of net-zero emissions.

Costs associated with renewable energy
power generation are expected to decline
considerably, with significant potential to
curb GHG emissions

The IPCC report mentioned previously assumes that wind power
generation and solar power generation have the potential to help
reduce approximately 8 billion tons of GHG emissions by 2030.
Furthermore, costs of these power generation methods per unit of
output have declined significantly as they have gained increasing
popularity over past two decades. While these energy sources
currently account only for supplementary proportions in the overall
output volume, an increasing number of facilities now operate
with lower costs than those associated with conventional thermal
power generation. Accordingly, we see the growing likelihood of
a further decline in costs associated with renewable energy as
these facilities become more widespread.

Taking these factors into account, the Fund pays close attention
to corporations equipped with solutions capable of increasing
the output volume and efficiency of renewable energy power
generation, or those capable of resolving bottlenecks hampering
the further popularization of renewable energy.

M Change in costs associated with and the output
volume of solar and wind power generation
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Corporations that make a positive impact to strengthen renewable energy

source supply capabilities

Making wind power generation more powerful
and efficient

Power generation facilities supplied by General
Electric (GE) currently account for one third of
the global total of power generation outputs.
In the wind power turbine market, the company
similarly commands a large share. Building on its superior
technological capabilities, GE provides the market with power
turbines boasting world-leading power generation capacity and
efficiency and, therefore, is expected to help reduce power
generation costs. Furthermore, the development of facilities
capable of generating a greater output per turbine will help enable
power companies to reduce the number of turbines installed and
thus reduce the burdens of facility operation and maintenance.

Popularization of distributed energy resources (DER)

Ea)

Enphase
Energy

There is an emerging concept that aims to
facilitate local consumption of energy procured
from local sources through the distributed
placement of small-scale renewable energy
sources. This concept is called distributed energy resources (DER)
and is expected to enable the more effective utilization of renewable
energy sources that inherently involve radical fluctuations in power
generation outputs.

To generate the same output, both solar and wind power
generation facilities require considerably larger premises than
thermal power plants, with per-unit-of-output land space for the
former two facilities being several hundred times and several
thousand times, respectively, larger than that for the latter.
Because of this, the effective utilization of rooftops and other
vacant spaces is considered to be extremely important.

Having developed microinverters capable of significantly raising
the efficiency of solar panels, Enphase Energy provides solutions
combining these inverters with 10T and storage batteries. These
endeavors increase the possibility of solar panels being installed
even in locations that had been previously considered inefficient
due to snowfall and other detrimental conditions.

M Microinverters contribute to the popularization
of solar power generation

Conventional inverters: Multiple panels are connected

with a single inverter
Inverter
Snow%

l W/
Solar panels

L N

Power generation performance is determined
by the performance of the panel with the
smallest output

Microinverters: Each panel is connected with separate
inverter

Solar
panels

Microinverters S\
e (D - '
Snowa o A
Source: Compiled by Resona
Asset Management

Efficiency is higher than before as power
generation performance is no longer
constrained by the performance of the
panel with the smallest output

Converting surplus energy output to hydrogen

It is anticipated that an increase in the proportion
of renewable energy in the overall composition @

of energy.slources will lead to another |s§ue: ITM Power
how to utilize surplus energy output. Possible
solutions include the conversion of surplus energy into hydrogen,
which is green energy. This will make it possible to fully utilize
surplus outputs without losses.

ITM Power is a manufacturer of water electrolysis cells, equipment
for generating hydrogen through the electrolysis of water. With Dr.
Graham Cooley, the former CEO of ITM Power, having a background
as a storage battery researcher at a major power company, the
company has allocated considerable management resources to
the development of measures to utilize its electrolysis cells to
resolve the surplus energy output issue.

M Polymer electrolyte
membrane (PEM)
water electrolysis
cells

Source: ITM Power plc ete3

Countering volatility in outputs from renewable -

energy sources

Although solar and wind power generation
are both expected to become mainstream in
renewable energy, their performance can be
extremely dependent on weather conditions,
making it difficult to gain major popularity. While the volume of
energy used by consumers could always fluctuate, suppliers are
being called upon to deliver exactly the same amount of energy
as what consumers need. Considering the inherent volatility of
renewable energy output, suppliers employing it are expected to
face difficulties in making such adjustments. As renewable energy
sources gain popularity, the possible gap between energy demand
and supply needs to be addressed in a more sophisticated way.
STEM is a software company delivering products related to storage
batteries, which provide a solution to the above problem. Athena
software developed by this company is designed to connect storage
batteries and solar panels while combining these devices with
Al-based predictions of energy supply and demand, as well as
weather conditions. The software automatically adjusts energy
supply volume by controlling battery charging and discharging,
the latter of which involves the sale of energy at wholesale or simple
consumption by connected devices. Thanks to this product, STEM's
customers have seen Internal Rate of Return (IRR) associated with

their solar power generation businesses improve by 10% to 30%.

M Athena, a solution to optimize renewable
energy power generation assets

1 Athena
8 o @

Al-driven management
) q
(o) _(o)

PN aimed at enhancing
1 profitability
Source: Compiled by Resona Asset Management

based on information posted on STEM's
corporate website
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mitigation—Strengthening Renewable Energy

Source Supply Capabilities

Impact targets and corporate contributors (investees)

Expanding renewable

@ energy power

generation capacity

/—" ~ Enhancing renewable

1)

energy power

N -.j generation efficiency

Resolving bottlenecks

hampering

the popularization of
renewable energy

What our future should look like

‘5_ Development of infrastructure for a clean energy supply without
negative consequences to society or the environment

\\\\

Actions taken by
investee corporations

Wind turbines
GE

Microinverters for use

in solar panels
Enphase Energy

Energy storage

STEM
ITM Power

Provisional calculations aimed at quantitatively measuring the outcome of investee activities
in the last fiscal year (outcome: social impacts attributable to corporate activities)

GE

Wind turbines
/Achieving the output of 11.7GW
via new installation

Reduced GHG emissions as a

result of the switchover from

thermal power to renewable
energy power generation

Volume of GHG emissions reduced via
the above contribution
Approximately 18,080,000 t-CO2e*

Enphase Energy

Microinverters shipped
/Resulting in the output of
3,62TMW (converted to solar
power generation output)

Reductions in GHG emissions
via the popularization of solar
power generation

Volume of GHG emissions reduced via
the above contribution
Approximately 7,200,000 t-CO2e*

STEM

Software-controlled storage
batteries newly installed/Resulting
in the output of 300MW (converted

to solar power generation output)

Reductions in GHG emissions
via the popularization of
renewable energy

Volume of GHG emissions reduced via
the above contribution
Approximately 310,000 t-CO2e*

* The volume of GHG emissions converted to the mass of carbon dioxide



Impact measurement

To measure impacts of our investees’ strengthening of renewable
energy source supply capacities, we have defined the following
three impact pathways: (1) expanding renewable energy power
generation capacity; (2) enhancing renewable energy power
generation efficiency; and (3) resolving bottlenecks hampering the
popularization of renewable energy. We have thus conducted
quantitative and qualitative impact measurement based on these
pathways. As part of quantitative measurement, our provisional
calculation revealed that the volume of GHG emissions reduced
in the last fiscal year via the combined contribution of investees

named previously amounted to approximately 25,590,000 t-COze.

. Quantitative measurement

Volume of GHG emissions reduced via
the combined contribution of investees

25,590,000 t-coze

GE is a top-tier company in the manufacture of turbines for use in
wind power generation. In fiscal 2021, this company shipped
turbines with combined output of 11.7GW. With this estimated
output, our provisional calculation has determined that the volume
of GHG emissions reduced by GE's contribution amounted to
approximately 18,080,000 t-CO2e based on the assumption that its

turbines replaced high-efficiency thermal power generation turbines.

Meanwhile, in the same fiscal year, Enphase Energy, a supplier of
microinverters capable of enhancing solar power generation
efficiency, shipped microinverter systems the installation of which
have the output capacity of 3,621TMW. These systems consist
of the combination of microinverters, solar panels and storage
batteries, with their combined annual output amounting to
13,900GWh. Based on the assumption that these systems
were installed to replace thermal power generation facilities,
we have then determined, through provisional calculations, that

. Qualitative measurement

the volume of GHG emissions reduced via their contribution
amounted to approximately 7,200,000 t-COze.

STEM is a provider of software designed to secure seamless
coordination between renewable energy sources and storage
batteries to help enhance the profitability and stability of renewable
energy power generation. In fiscal 2021, some storage battery
makers released new bundle packages combining STEM's software
with energy storage whose capacities amount to approximately
300MW (some of these packages involve made-to-order
production). Based on the estimated output of energy supply
systems supported by its software, we have provisionally calculated
the outcome of STEM'’s activities by employing the same method
as that used in outcome measurement for Enphase Energy. As a
result, we have determined that the volume of GHG emissions
reduced via STEM's contribution amounted to approximately
310,000 t-COze.

Enphase Energy not only manufactures microinverters but also
boasts strengths in solutions supporting the software-based
centralized management of solar panels and storage batteries.
Although the company had been focused on developing operations
in North America in its early years, it recently became active in
delivering products to Europe, Australia and elsewhere. In Asia,
this investee has been paying attention to the Japanese market
and is looking to launch its full-scale entry in 2023.

Moreover, Enphase Energy is beginning to accelerate its initiatives
to expand into a grid service business. Specifically, this service is
expected to support the significant updating of the conventional
grid systems, under which power generation equipment in place
at single household has functioned only on a standalone basis,
and will thus enable multiple household power generation systems
to collectively function as a virtual power plant (VPP) via the
power of software.

Once these VPPs are connected with grid networks owned by
power companies, overall supply adjustment capabilities afforded
by such networks will be enhanced. Although a future increase in
the compositional proportion of renewable energy sources is
likely to lead to growing demand for solutions aimed at curbing
fluctuations in energy supply, Enphase Energy’s grid service is
expected to serve as one such solution. Accordingly, the Fund
anticipates that this investee could make a greater impact in the
future.

B Overview of Enphase Energy’s grid services

%od Q,Q r'rj
I Power grid networks
owned by power companies

N
—Fi—

Connecting VPPs and power grid networks
and thereby contributing to the enhancement of
supply adjustment capabilities of the latter

Enabling distributed energy resources in place
at multiple households to function as VPPs
via the power of software

Virtual power plants (VPPs)

A A A A

-O- Solar power
7+ generation

A

Distributed energy resources

+ o,
Storage — /\/ Load control

Source: Compiled by Resona Asset Management in reference to investor
presentation materials published by Enphase Energy
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hydrogen utilization

countermeasures

Estimated volume of future GHG emissions
from thermal power generation

It has been projected that net-zero GHG emissions could never
be achieved if fossil fuel-based infrastructure (all facilities and
equipment using fossil fuels, including vehicles) currently in place
remains operational until the expiration of its service life. This
projection shows that the accumulated volume of GHG emissions
from said infrastructure would surpass the threshold of a 1.5C rise
in global temperature by the end of this century.

M Accumulated volume of CO:2 emissions from
fossil fuel-based infrastructure

Emissions volumes to be accumulated since 2018 until the expiration
of infrastructure’s service life (Billion t-CO2)

Volume of emissions from existing fossil fuel-based 658
infrastructure
Emissions from energy-related infrastructure (mainly 358

thermal power generation)

Reference: Estimated volume of emissions from fossil
fuel-based infrastructure, construction of which is 188
currently planned

Reference: Volume of acceptable emissions in line

with the 1.5C (50% to 66%) pathway (Billion t-cO) | 420 t0 580

Source: Tong et al. ™%, Rogelj et al. ">

It is estimated that emissions from energy-related infrastructure,
which mainly consists of thermal power generation facilities,
account for more than half (around 358.0 billion tons) of overall
emissions from existing infrastructure ®ote 4,

There are a few reasons why emissions from energy-related
infrastructure account for a major proportion, starting with the fact
that the prolonged service life of this infrastructure is considered
to contribute to the accumulation of emissions volume. In addition,
its ongoing importance as a foundational component supporting
society makes it hard to reduce that proportion. Because of this,
the development of decarbonization technologies to be applied
to existing power generation facilities will be of extreme importance.
These technologies include retrofitting parts to enhance power
generation efficiency, implementing carbon capture, and replacing
fossil fuels with green hydrogen.

Thermal power generation as a multiplier
supporting the popularization of renewable energy

The transition to renewable energy power generation is essential to

reduce society’s dependence on fossil fuel-based power generation.

Issues confronting fossil fuel-powered thermal power generation and possible

mitigation—Decarbonizing Existing Power
Generation Businesses

v What is needed

‘— Realization of net-zero GHG emissions from existing thermal power
generation facilities through, for example, carbon capture and

Enabling these facilities to function as multipliers supporting the
spread of renewable energy

However, this transition requires the resolution of issues arising from
the inherent volatility of renewable energy output.

Currently, the switchover from coal to gas is expected to immediately
support the early reduction of GHG emissions.

According to GE, this switchover is expected to curb carbon
emissions by 50% to 60%. On the other hand, replacing coal-fired
thermal power generation with renewable energy (solar and wind
power generation) with the same amount of output would only
result in reducing GHG emissions from the entire power generation
system by 25% to 45%. This is because of supplemental coal-fired
thermal power generation will be required whenever output from
renewable energy power generation fails to fully meet energy
demand. However, the overall volume of GHG emissions could be
reduced by 62% to 78% if coal-fired power generation is replaced
with a combination of renewable energy and natural gas power
generation. When the above combination is further augmented
by storage batteries, the volume of GHG emissions is expected to
decrease by around 68% to 80% te o),

In addition, the switchover of fuel for thermal power generation to
green hydrogen, biomass or other low-carbon fuels is expected
to further reduce GHG emissions.

M Scenario-based analysis of the volume of
emissions to be reduced by the switchover
from coal-fired thermal power generation

Volume of
CO: emissions
to be reduced

per day

Alternative
energy sources
to be introduced

Although the emissions volume can be
reduced to zero during 25% to 45% of the
day, supplemental coal-fired thermal power
generation becomes necessary when solar
and wind power outputs are insufficient
(based on the average facility utilization ratio)

25% to 45%

The volume of emissions can be reduced
by 50% to 60% throughout the day.
{0174 e 51014 Thanks to stable outputs from natural
gas power generation, coal-fired thermal
power generation is no longer necessary.

The volume of emissions can be reduced to
zero during 25% to 45% of the day. For the
remaining hours of the day, however, this
combination results only in reductions of
50% to 60% due to the operation of natural
gas thermal power generation.

62% to 78%

Through the incorporation of storage batteries,
the capacity of which is determined by economic
efficiency, the volume of emissions can be
5170 er 017 reduced to zero during 35% to 50% of the day.
Natural gas thermal power generation will be
used for the remaining hours of the day, resulting
in reductions of 50% to 60% in emissions volume.

Storage
batteries

Source: Compiled by Resona Asset Management based on reports published by GE



Corporations that make a positive impact in terms of decarbonizing existing

power generation businesses

Decarbonizing thermal power generation

We expect GE to significantly contribute to the
decarbonization of thermal power generation
as a power generation facility supplier that has
delivered products whose outputs accounts
for one third of the global total of power generation outputs.

To achieve net-zero GHG emissions, the transition to renewable
energy power generation is essential. This transition will, however,
require extensive reform of the power industry and, therefore,
involve some major challenges that must be overcome. For
example, power companies will be asked to ensure affordable
energy rates through the development of economically efficient
supply systems in the face of rapidly growing energy demand due
to population growth, the widespread use of EVs and other
factors.

In this regard, we expect that natural gas thermal power
generation facilities equipped with carbon capture and storage
(CCS) technologies to reduce their GHG emissions will most
likely support the proportional growth of renewable energy
power generation. Specifically, these facilities could be of great
help to communities powered mainly by solar and wind power
generation, the output of which can fluctuate radically.

GE has established an ambitious goal of achieving net-zero
emissions from its thermal power generation business after
appointing a new CEO from among external candidates for the
first time in its history. As part of its pursuit of this goal, GE has
disclosed a roadmap as illustrated below.

M GE’'s roadmap toward the realization of net-zero
emissions from thermal power generation

Global average
(coal-fired)

Global average
(natural gas)

HA*-based mixed
combustion involving
hydrogen (50%)
HA* and CO2

capture (95%)

HA* and hydrogen
fired (100%)

* High-efficiency, air-cooled gas turbines manufactured by GE

Note: The above graph indicates the estimated degree of reductions, with
the global average carbon intensity of coal-fired thermal power
generation defined as 100.

® Technologies currently being utilized
© Technologies expected to be improved going forward

Source: Compiled by Resona Asset Management based on investor presentation
materials published by GE

GE is promoting the in-house development of HA (high-efficiency
gas turbines), carbon capture, hydrogen combustion and other
element technologies expected to play important roles in the
above roadmap. Acting as an industry forerunner, GE is also
engaged in the mixed combustion of hydrogen on a commercial
pbasis, with its proportion in total fuel composition being 50%.
Furthermore, GE aims for the establishment of energy generation
technologies powered solely by hydrogen in 2030. Accordingly,
we expect GE to create a great impact.

Green hydrogen

Hydrogen is expected to become a significant
contributor to decarbonization by replacing @
fossil fuels for automobiles and by serving as
a raw material for plastics, as well as other
applications.

Currently, however, hydrogen production is mostly dependent
on a natural gas-powered manufacturing process, which emits
COs2. According to ITM Power, the volume of CO2 emissions from
said process is estimated at approximately 800 million tons ete 7,
This is equivalent to the volume of nationwide CO: emissions
from the United Kingdom and Indonesia combined. These
circumstances call for the adoption of green hydrogen—that is,
hydrogen produced via an emission-free manufacturing process.
ITM Power is a manufacturer of equipment capable of
producing hydrogen through water electrolysis, a process that
generates no CO2 emissions. We believe that technologies
possessed by this company are more advanced than those of
its peers, especially in the field of polymer electrolyte
membrane (PEM), which is capable of aligning outputs so that
hydrogen power can better supplement renewable energy
power generation.

Furthermore, the company runs an industry pioneering,
large-scale hydrogen production facility. Therefore, we expect it
to greatly help reduce hydrogen production costs, a bottleneck
currently hampering the widespread adoption of green
hydrogen.

ITM Power

5

ITM Power Bessemer Park | 1GW pa Capacity Electrolyser Factory

Source: ITM Power plc rete”
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mitigation—Decarbonizing Existing Power

Generation Businesses

Impact targets and corporate contributors (investees)
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Upgrading existing
infrastructure

Decarbonization via
the use of hydrogen

o
&fﬁ Carbon capture

CO:

What our future should look like

‘E—Achievement of net-zero emissions from thermal power generation
to enable it to support the spread of renewable energy, with an
eye to realizing an ideal energy mix along with decarbonizing
existing facilities

Actions taken by
investee corporations

Highly efficient,
lower-carbon turbines

GE

Green hydrogen
ITM Power

Provisional calculations aimed at quantitatively measuring the outcome of investee activities
in the last fiscal year (outcome: social impacts attributable to corporate activities)

Company name

Impact business/Output

QOutcome

Provisional outcome measurement

GE

Upgrading existing power
generation infrastructure

Reducing GHG emissions by
decarbonizing such
infrastructure

Estimated volume of GHG emissions
reduced by GE’s contribution:
Approximately 700,000 t-CO2e*

* The volume of GHG emissions converted to the mass of carbon dioxide



Impact measurement

To measure impacts created by our investees via the decarbonization
of existing power generation businesses, we have defined the
following three impact pathways: (1) upgrading existing infrastructure;
(2) decarbonization via the use of hydrogen and; (3) implementing
carbon capture. We have thus conducted quantitative and
qualitative impact measurement based on these pathways. As
part of the quantitative measurement, our provisional calculations
showed that the volume of GHG emissions reduced in the last
fiscal year as a result of the previously-mentioned investees’
contributions amounted to approximately 700,000 t-COze.

Volume of GHG emissions reduced via
the combined contribution of investees

700,000 t-coze

. Quantitative measurement

A provisional calculation by the Fund revealed that, in the last
fiscal year, GE reduced GHG emissions from its existing power
generation infrastructure by approximately 700,000 t-CO2e through
facility upgrades.

The above-mentioned upgrading involved the retrofitted installation
of Advanced Gas Path, a component designed to enable power
generation infrastructure that is already operational to achieve
even higher performance at higher temperatures. This method
enhances combustion efficiency without the need to construct a

new facility. In this way, GE helps reduce GHG emissions volume.

. Qualitative measurement

Currently, GE is also considered to create positive outcomes
by replacing coal-fired thermal power generation facilities with
natural gas thermal power generation facilities that use its
high-efficiency turbines.

Looking ahead, we also expect GE to disclose detailed numerical
data that can be used in the more precise calculation of the
outcomes it creates.

ITM Power, a manufacturer of water electrolysis facilities for use
in the production of green hydrogen, shipped equipment worth
£110 million in the last fiscal year. Our provisional calculation
revealed that the volume of GHG emissions reduced by this
investee amounted to approximately 20,000 t-COze, based on the
assumption that green hydrogen produced by the above-mentioned
equipment has been used to replace gray hydrogen, which is
manufactured via a process using natural gas. However, we have
not included results of this calculation into quantitative impact
measurement because green hydrogen produced by said equipment
is currently used to decarbonize other industrial processes.
Nevertheless, in light of ITM Power’s recent efforts to accelerate
the manufacture of similar equipment, we anticipate an even
greater impact through the establishment of hydrogen combustion
technologies employing its green hydrogen as well as GE’s
facilities and other elements.

In the 2022 edition of its Sustainability Report, GE disclosed the
volume of its Scope 3 emissions associated with its natural gas
thermal power generation segment ahead of its industry peers.
The volume of Scope 3 emissions, the disclosure of which has
been strongly requested by the Fund, is considered an important
indicator for measuring the progress of GE's goal of achieving
net-zero emissions from thermal power generation, an ambitious
pursuit deserving of our close attention.

Although GE is deemed to be indirectly responsible for about
one third of combined GHG emissions from thermal power
generation facilities around the world, we consider its decision to
disclose the specific volume of GHG emissions from its facilities,
along with its reduction targets, to deserve immense recognition
and, therefore, we highly appreciate its commitment to tackling
climate change.

M Volume of emissions from GE products sold

Net volume of CO2 emissions attributable to the introduction
of steam and gas turbines (throughout the course of service life)

2021 477,000,000 tons
Target for 2030

300,000,000 tons to 400,000,000 tons

Note: Scope 3 emissions based on calculation methods defined for Category
11 (Use of Sold Products) under the GHG Protocol, an international
standard for reporting GHG emissions volumes

Source: Compiled by Resona Asset Management based on investor presentation
materials published by GE
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v What is needed

mitigation—Electrifying Energy Sources

= Decarbonization of the transportation sector through EVs
of=Electrification in building facilities, industrial processes and other fields

= Adoption of low-carbon energy sources along with electrification

@ Potential of the electrification of energy sources to reduce CO2 emissions

Reducing CO:2 emissions via electrification

The electrification of energy sources, which is the switchover to
a process powered entirely by electricity, is a viable option to
reduce CO2 emissions, a primary component of GHG emissions
from the demand side. Thus, electrification is expected to work
quite effectively in this area along with such measures as enhancing
energy consumption efficiency (e.g., energy-saving measures) and
replacing fossil fuels with alternatives such as biofuels.

Given these factors, a scenario issued by the International Energy
Agency (IEA) suggests that, for net-zero emissions to be accomplished
in 2050, the share of electricity for end-user consumption of all
types of energy should reach 50%, calling for its proportional
growth from the current level at around 20%.

M Estimated growth in the ratio of electrification
leading up to the net-zero emissions status
and its utilization in each sector

The share of electricity

achieved by energy end users 20% 26%  49%
Reference: Share of electric

furnaces in steelmaking 24%  37% 53%
Reference: Ratio of electrification

in light industries 43%  53% /6%
Reference: Ratio of EVs used

as general passenger vehicles 26% 54% 100%
Reference: Ratio of heat pump

utilization as part of heat energy 7% 20%  55%

supply for buildings

Source: Compiled by Resona Asset Management based on materials issued
by the |EA (note 8)

The IEA also exemplifies potential methods that need to be
implemented to raise the ratio of electrification. These include
utilizing electric furnaces to produce steel, updating heat utilization
processes for light industries that can implement electrification,
employing EV passenger cars, and popularizing heat pumps* for use

in hot water supply, etc., at households and office buildings ete®,

*Equipment designed to generate heat by taking advantage of similar
mechanisms as those used in air conditioning systems

Promoting the supply of clean energy as well
as the electrification of the demand sector

To achieve major reductions in CO2 emissions via electrification,
decarbonizing electricity produced by suppliers is of critical
importance. If suppliers fail to robustly incorporate clean energy
sources in their efforts to meet ever-increasing energy demand,
the volume of CO2 emissions could grow and thus nullify the
intended effect of the electrification measures undertaken by the
demand sector. The widespread use of clean energy is key to
maximizing electrification’s effect in reducing CO2 emissions.
The following diagram suggests that countries with smaller CO2
emissions volumes associated with energy supply (horizontal axis:
CO:2 emissions intensity of energy sources) are better positioned to
achieve greater reductions in CO2 emissions by introducing EV's,
one of the most famous examples of electrification technology.

M Country-by-country analysis of relationships
between the national potential to reduce CO-
emissions via the use of EVs and the CO:
emissions intensity attributable to energy supply

CO2 emissions intensity of electricity

vehicles (kg-CO2/kWh)
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. Corporations that make a positive impact in terms of electrifying energy sources

Infrastructure supporting the transition to an
EV-based society

Based in Norway, a country known for advanced EV

technology, Zaptec AS is a leading manufacturer “4&
of EV battery charging systems in Europe. Zaptec

In Norway, EVs accounted for around 65% of

new cars sold in 2021. Moreover, the Norwegian government
aims to raise the ratio of EVs and other zero-emission new cars
to be sold in fiscal 2025 to 100%. Moreover, a similar transition to
EVs is now under way in other European countries at a faster pace
than expected through, for example, the introduction of stricter
regulations on gasoline-powered vehicles and the subsidies for
EV purchases.

Zaptec supplies charging facilities employing the alternate current
(AC) and boasting low costs, superior efficiency and convenience.
Currently, the company commands a 50% share of the Norwegian
market while maintaining charging facilities in 75,000 locations
across six countries in Europe. The Fund recognizes Zaptec as
contributing to a global transition to an EV-based society through
the provision of easily-accessible EV charging infrastructure for
commercial facilities and households.

M An EV charging system produced by Zaptec

Source: Zaptec AS (ot 10

Resolving bottlenecks in EV manufacturing
and disposal

Li-Cycle Corp. is a Canada-based tech company
that provides a unique solution enabling the
recycling of dust containing metals, a byproduct
emitted in the course of EV battery manufacturing,
into a battery raw material. The most remarkable feature of this
technology is that it uses no heat. Accordingly, Li-Cycle’s process
boasts superiority over conventional processes based on the
pyroprocessing that uses heat from the perspective of minimizing
GHG emissions.

The Fund believes that if EVs become mainstream vehicles going
forward, the recycling of EV batteries will gain importance due to
the expected shortage of cobalt, nickel and other battery raw
materials. We have also found another solution offered by the
company to be quite promising, which enables the safe and
efficient recycling of used batteries.

M Preventing a loss of materials during battery
manufacturing while recycling used batteries
from EVs and other devices

Metal-based
battery materials o %
—) - S &=
¢ \\»i Batteries
s Mgnafécfuring

W,
S aste

Wil
Recycle manufacturing

waste and used batteries
into battery raw materials

Source: Compiled by Resona Asset Management

Promoting electrification in the industrial field

Befesa S.A. is a world-leading company in the
recovery and recycling of waste (electric furnace
dust) emitted via steelmaking using electric furnaces.
The Waelz process, the mainstream method
currently used for the recycling of electric furnace dust, was
developed and commercialized by Befesa’s precursor company.
As such, the company gained robust know-how which, in turn,
gives it distinctive strength in this field.

In the steel industry, the switchover of steelmaking furnaces from
blast furnaces to electric furnaces is considered a viable method
to reduce the volume of GHG emissions. The steelmaking process
employing electric furnaces is typically undertaken to produce
crude steel and involves the recycling of galvanized steel sheets
that are discarded. Unlike blast furnaces, electric furnaces use no
fossil fuels as raw materials. Although this process is appealing in
terms of its potential to minimize GHG emissions, electric furnace
steelmaking cannot be a sustainably profitable operation unless
the dust it emits is disposed of efficiently. In this light, the Fund has
great expectations for Befesa serving as a catalyst spurring the
global popularization of electric furnace steelmaking.

N As

Befesa

Drastically reducing electricity consumption
by the IT industry

QD Laser, Inc. is a company boasting a world-leading
technology in the field of quantum dot lasers. The
Fund considers the company’s technology to have
great potential to contribute to major reductions
in energy consumption by the IT industry.

As it plays an essential role in social development through the operation
of data centers and other facilities, this industry is, in the near future,
expected to see exponential growth in the volume of data requiring
processing and, therefore, turn into an even greater energy-consuming
sector. However, quantum dot laser and other technologies offered by
this investee help promote optical networking at data centers and thus
provide the most effective solutions for the pressing need to reduce
their energy consumption. While electrical signaling is currently used
as the mainstream method for data transfer among server components
or servers themselves, this method inevitably produces a loss of energy
due to heat generation. It is estimated that if this method is replaced
by optical interconnections, which involve less heat emission, servers’
energy consumption could be reduced by up to 40% through improved
energy efficiency and the reduction of server cooling devices ot 11,
Moreover, we have concluded that, in terms of its potential to launch
mass production, QD Laser has advantages over its competitors.
Accordingly, we expect the company to achieve growth going forward.

QD Laser
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Reducing energy
consumption by

Electrifying kinetic
energy sources

investee corporations

mitigation—Electrifying Energy Sources

What our future should look like

= Promoting major reductions in fossil fuel demand by advocating for
the widespread use of electrifying solutions backed by clean energy

EV chargers
Zaptec

EV battery recycling

Electrifying heat
sources, etc.

Li-Cycle

Disposal of waste from

enhancing efficiency

electric furnaces

Befesa

Optical networking

QD Laser

Provisional calculations aimed at quantitatively measuring the outcome of investee activities
in the last fiscal year (outcome: social impacts attributable to corporate activities)

Company name

Impact business/Output

Outcome

Provisional outcome measurement

Zaptec

EV charging facilities
/50,000 chargers installed

Providing charging infrastructure to
facilitate a shift to EVs

Qualitative measurement only

Li-Cycle

Recycling/Equivalent to battery raw
materials totaling 3,400 tons

Contributing to reductions in GHG
emissions mainly by enabling the omission
of mining and refining processes

Volume of GHG emissions reduced
via the above contribution
Approximately 10,000 t-CO2e

Befesa

Recovery and recycling of electric furnace
dust/Dust emitted via the production of
crude steel totaling 44 million tons

Making contributions to reduce
GHG emissions by recycling
non-ferrous metals

Volume of GHG emissions reduced
via the above contribution
Approximately 30,000 t-CO2e

QD Laser

Quantum dot laser business
/Net sales of ¥127 million

Helping to enhance the energy
efficiency of information
communications via optical networking

Qualitative measurement only




Impact measurement

To determine the magnitude of impacts created via the electrification
of energy sources, we have defined the following three impact
pathways: (1) electrifying kinetic energy sources; (2); electrifying
heat sources, etc. and; (3) reducing energy consumption via the
enhancement of efficiency. We have thus conducted quantitative
and qualitative impact measurement based on these pathways.
As part of quantitative measurement, our provisional calculation
showed that the volume of GHG emissions reduced in the last
fiscal year as a result of the previously-mentioned investees
contributions amounted to approximately 40,000 t-CO2e.

Volume of GHG emissions reduced via
the combined contribution of investees

40,000 t-coze

@ Quantitative measurement

Befesa, which handles the recycling of dust emitted from electric
furnaces, recovered and recycled a total of 880,000 tons of furnace
dust in fiscal 2021. Usually, the volume of dust emitted from
electric furnaces in the course of producing one ton of crude steel
amounts to around 20 kilograms (or 2%). Based on this proportion,
we have determined, via provisional calculations, that the company
has recovered the equivalent volume of dust emitted in the course
of producing crude steel totaling 44 million tons. In the same fiscal
year, the company also sold a total of around 290,000 tons of zinc
oxide made from such dust. Assuming that a portion of GHG
emissions from zinc ore mining has been offset by the provision of this
recycled zinc oxide, we have determined that the volume of GHG
emissions reduced by Befesa's contribution amounted to 30,000
t-CO2e. We also believe that the company’s indirect contribution
to the transition from blast furnaces to electric furnaces deserves
our close attention due to its resulting positive impact on
reductions in GHG emissions. If we assume that electric furnaces
equipped with Befesa solutions replace blast furnaces previously

used in steelmaking, we can conclude that the volume of GHG
emissions reduced by its contribution in this area amounted to
66 million tons in fiscal 2021 alone. Thus, Befesa is considered

to have contributed to the creation of a major positive impact.

Meanwhile, Li-Cycle, which boasts strength in EV battery recycling
technologies, produced approximately 2,000 tons of black mass
(a battery raw material containing nickel and other metals) via
recycling in the same fiscal year. We have analyzed data regarding
the volume of GHG emissions that would have emerged in the
course of ore mining aimed at obtaining the same amount of similar
metal content, as well as carbon footprint of the company’s
business activities, thereby determining that the volume of GHG
emissions reduced by the company’s contribution amounted to
10,000 t-CO2e. Although Li-Cycle's operations have gotten on a
commercial track only recently, the Fund expects it to achieve
major future growth in terms of outcome via, for example, the
full-scale launch of a U.S. recycling hub facility currently under
construction.

@ Qualitative measurement

Zaptec’s corporate vision is to change the world for the better by
creating a more sustainable and electric future. To achieve this
vision, the company recognizes that simply manufacturing and
marketing EV battery charging facilities will be insufficient. The
Fund empathizes with the company on this.

Based on a provisional calculation, the Fund determined that
the number of charging facilities sold by the company totaled
approximately 50,000 in fiscal 2021. Since Zaptec's market share
in Europe is rapidly growing, we anticipate that the company’s
charging facilities could one day function as essential social
infrastructure.

If the widespread use of EVs comes into reality in the near future,
many people would charge their vehicles after coming home in a
manner akin to charging their smartphones. However, should the
ownership of EVs among citizens become as commonplace as that
of smartphones, our society may be hit by a temporary shortage

of electricity when a great number of EV users begin charging
their vehicles at the same time. This could, in turn, result in a radical
imbalance in energy demand and supply, possibly inducing
large-scale blackouts. The Fund considers this possibility to be a
major bottleneck hampering the popularization of EVs.

Building on capabilities of its own software designed to monitor
and manage the status of charging facilities, Zaptec is looking to
grow into a provider of solutions to optimize the status of energy
supply and EV charging by country and region and, to this end, is
engaged in ongoing development efforts. We expect the company
to hone this strength to one day become a contributor to a positive
impact in the area of energy supply and demand adjustment.

In sum, the Fund has great expectations for Zaptec's future
endeavors to play an important and multilateral role in facilitating
the popularization of EVs.
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What is needed

= Reduction of GHG emissions from the energy-demand sectors in
areas incompatible with electrification

‘5— Increasing efficiency to reduce energy consumption
= Replacing fossil fuels currently used as raw materials and fuels with

alternatives to reduce use

Curbing the use of fossil fuels as raw materials, a problem that cannot be solved

by electrification

Measures to reduce fossil fuel use in areas
incompatible with electrification

Although electrifying energy sources is considered to be a great
part to across-the-board efforts to reduce GHG emissions, there
are some areas incompatible with electrification. These areas,
however, still need robust measures to curb emissions.

In this regard, we pay attention to solutions for industry,
transportation and buildings, all of which are energy-consuming
sectors and great GHG emitters.

I Volume of direct and indirect GHG emissions
by sector (2018)

Others Industry
19 billion tons 20 billion tons
33% 34%
Transportation  Buildings
9 billion tons 10 billion tons
16% 17%

Source: William F Lamb et al. (ot 12

Areas incompatible with electrification

Currently, around 10% of global GHG emissions arise from the
use of heat generated through fossil fuel combustion as part of
various industrial processes ™12, This proportion surpasses the
combined volume of emissions from private automobiles and
aircrafts.

Heavy industry typically involves the use of heat. For example,
plastic manufacturing uses heat to modify the molecular structure
of raw materials in a high-temperature environment. Cement
production, too, uses heat while also emitting CO: through the
thermal decomposition of limestone, a cement raw material.
Taking these factors into account, the manufacture of 4 billion
tons of cement results in emitting 2 billion tons of CO2 Mot 12,

More than half of industrial processes using heat require a high
temperature of over 200°C ot 13, Although some processes can
be done at a temperature of 200C or lower via the use of
next-generation heat pumps powered by electricity, others such
as chemical manufacturing, cement production and steelmaking
require 300°C to 2,200°C temperatures. Energy sources used in
these processes are difficult to replace with electricity. Accordingly,
decarbonization efforts in these fields need to incorporate not
only the use of electric furnaces but also the mixed combustion
of green hydrogen, the manufacturing process of which emits no
COz2, as well as biomass fuels.

The transportation sector, while looking to reduce its emissions
through the use of EVs, is considered to remain a fuel consumer
because long-distance transportation employing large rolling stock,
aircrafts and marine vessels is unlikely to be compatible with
electrification. However, replacing fossil fuels used in these areas
with green hydrogen and biomass fuels could be a promising
solution.

Reducing the use of fossil fuels as raw
materials

Electrification is not a viable option to reduce emissions for
processes that use fossil fuels as raw materials.

For example, steelmaking uses coal or natural gas to refine 