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Executive Summary

Mar u b e ni ired powerablsiness is significantly exposed to the rapid changes taking
place in global energy markets

It has become increasingly clear that renewable energy technology will dominate power
capacity build -out over the rest of this century.

The company faces major reputational risk issues with current and potential investors as
global demands for action on carbon emissions continue to grow from governments,
investors and civil society. Exampl es of sharehol de

continued presence in the coal  -fired power sector are becoming increasingly
commonpl ace.

Couniry Project Name Status Capacity (MW)
Botswana Morupule B extension Shelved 300
Egypt Marsa Matruh Announced 4,000
Indonesia Cirebon 2 Construction 1,000
Japan Kamisu Construction 112
Japan Akita Pre-permit 1,300
Mongolia Tavan Tolgoi Pre-permit 450
Myanmar Tanintharyi Shelved 2,000
Philippines Pagbilao Unit 3 Operating 420
South Africa Thabametsi 630 MW approved 1,200
Thailand Mae Moh [4 new units) Construction &00
Vietnam Mghi Son 2 Approved 1.200
Total 12,582

Source: Company reports, IEEFA estimates

Senior members of the Japanese government are now emphasizing howthe nati onds supp
for coal -fired power build -out domestically and overseas is failing to meet increasing global
expectations for action on carbon emissions. Japanese banks and investors are seriously

considering joining global financial institutions in turning away from the coal industry as it
makes increasingly less financial sense to support it in the wake of the massive technological
disruption caused by cheap renewable energy.

Ma r u b eRowed Business & Plant Group was the single largest contributor to overall net
profit for the year to 31 March ~ 2018. The company is exposedto an overall reduction in
profit ability if the returns from this business unit decline.

As the global electricity  generation transition gains pace, moving fossil fuel-based power
businesses toward their inevitable end, treme ndous opportunities will emerge for companies
that can expand further into clean energy technology.

With innovation central to its management philosophy, Marubeni fi to its credit i recognizes
that major transitions require companies to be prepared to abandon old approaches that
no longer make business sense going forward
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As the company state in its 2017 annual report:

OWe will decisively divest assets that | ack a ¢
exit businesses that are past their prime . 0

This report finds that Marubeni has reached an energy crossroads; the company is deeply
involved in coal -fired power and renewable energy projects both domestically and
overseas, yet only the latter has a sustainable and growing future.

Among the factorst hat | eave Ma flitedbpower blissness siratdgically exposed :

9 Increasing pressure on the Japanese government  to end its support for coal -fired
power. An energy taskforce set up to advise the Japanese foreign ministry stated in

February 2018that Japands current energy polic@Ggadbalare da
competitiveness. 0 For too | ong Japan has turned a bl ind
the dramatic decrease in the price of renewables and the inevitable shift to

decarbonisation in the face of climate change , &oreign Minister Tar 3 Kadrnino

January of this year.

1 Growing criticism of J apanese export ¢ redit and developmenta gencies for their
support of coal -fired power . Agencies such as the Japan International Cooperation
Agency (JICA) undoubtedly do important work funding infrastructure projects in
developing countries . However, where this includes support for coal  -fired power, such
effotsar e contrary t de-rslacpnamitriests and tdo acormamon business
sense.

1 Rising cal Is among global investors  for action to significantly reduce carbo n emissions.
In the lead -up to the June 2018 G7 summit, a group of major international investors
with a cumulative US$26 trillion of assets under management called for a phase -out of
coal -fired power. The 288 investor signatories to the statement included Allianz Global
Investors, HSBC Global Asset Management and Nomura Asset Management (a major
Marubeni shareholder) . The group also called for the end of subsidies for fossil fuels
and a meaningful price on carbon. Amundi , Europeds | argest asset
US$1.6 trillion under management, has stated that global investment has reached a
clear tipping point  with regard to climate change . Major investors are increasingly
taking such risks seriously in their decision -making.

1 The factthat g lobal and Japanese banks alike are turning away from the coal
industry. RBSannounced in May 2018 that it will no longer provide project finance for
new coal -fired power stations and coal mines. This follows  recent moves by other
European banks such as ING , Credit Agricole, Deutsche and BNP Paribas.J apands
Sumitomo Mitsui Financial Group has indicated that it may rethink its stance towards
coal. This move is almost certain to eventually be followed by other major Japanese
coal financiers thatinclude Mizuho Financial Group a nd Mitsubishi UFJ Financial
Group , the largest bank lenders to Marubeni.

1 The factthati nsurance for coal -fired power plants is becoming increasingly expensive
and hardertocomeby .Japands s ec o msudrer|Dai-icly Efe Insurance,

announced in May 2018 that it will no longer provide finance for overseas coal -fired
- """ -~ - - -~~~ -~ - -~ -~~~ "~ -~
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power projects. This significant announcement was the first time a Japanese financial

institution committed to restrict coal fina nce. Ni ppon Life I nsurance, Jaj
insurer, anno unced in July that it will also stop financing coal -fired power both in

Japan and overseas . These companies are amongst the top 10 lenders to the

company as at 31 March 2018

f Thetrendamong Japands tr addward rebognizsng the risks associated with
coal . Mitsubishi Corp. has moved to sell its stake in Australian thermal coal mines. Mitsui
and Co. has stated that it has no plans to invest in new thermal coal . Sojitz is planning
to reduce its exposure to thermal coal. Maruben i itself no longer has any investments
in operational thermal coal mines.

1 The significant inroads being made by renewable energy into all of the power markets
where Marubeni is planning and building coal -fired power plants. In countries like
Vietnam, Indo nesia and Egypt where Marubeni is active in  developing new coal -fired
power, Japanese companies are also investing in renewables , Marubeni amongst
them.

1 Mounting public opp osition to Mar ubeni ds c-firadpaverprojects actoss

Asia and Africa . South Africa, Vietnam and Indonesia are examples of places where
Marubeni faces committed opposition to its coal projects. Public opposition can often
cause significant delays and increased costs to coal -fired power projects.

Mar ubeni 86s o wn ,teoh wilt be maeasihgly cencerned about the risk of continuing

in the coal -fired power sector as the transition toward renewable energy continues globally.

Power utilities such as Engie , RWE and E.On, which made their move away from coal late
and as a result suffered sustained shareholder value destruction , have since reinforced their
planned transition to renewables and heavily restructured their businesses . Companies in the
coal -fired power equipment sector, such as GE , Siemens and Mitsubishi Heavy Ind ustries,
have suffered similar declines in shareholder value as orders dry up. These companies are

now faced with the need to realign their businesses to better suit the energy markets of the

future in order to avoid further shareholder value destruction

Toavoid this fate , Marubeni needs to cease further coal -fired power development.

Fortunately, the company isalready operating in the renewables space globally and has

gained experience thatcan enableits Power Business & Plant Group to flourish if the

company fully commits to transition. Mar ubeni 6s Chairman, Teruo Asada,
called for the Japanese government to encourage domestic renewable energy investment ,

and the company has clearly acknowledge d the opportunities that transition can offer:

OWe | ook upon recent major changes in our busin
chance for general tradin g companies to create new high -growth business

opportunities. We in the Marubeni Group have the power to resolve such societal

issues and create new business opportunities ~ amid change 6

0 Marubeni Integrated Report 2017.
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Meanwhile, momentum around renewable energy has  increased the attractiveness of the
sector, as can be seen in several developments:

1 Japanese banks have turned towards renewable energy financing. Mitsubishi UFJ
Financial Group and Sumitomo Mitsui Financial Group have been amongstthe largest
lead arrangers globally for clean energy asset financing in recent years . These two

banks in particular have m oved into offshore wind in Europe and are now moving into
the growing Taiwan market. Jap ands d offshers windc marketis increasingly ripe
for development

T Japands Export Credit Agencies have started to
globally. The Japan Bank for International Cooperation (JBIC) and Nippon Export and
Investment Insurance (NEXI)have supported Japanese technology in Egyptian wind
power and Indonesian geothermal power project s.JICA has also funded Indonesian
geothermal project s, a Mo ngolian wind farm , and a solar PV project in Jordan.

1 Substantial opportunities in renewable energy await Marubeni in markets where it has
experience. The fast-developing offshore wind markets of Taiwan and Japan present
opportunities for Marubeni to utilize its European experience. The Middle East, a
market where Marubeni already has a high -profile presence in solar PV |, has seen a
dramatic take -off of solar energy activity. Mar ubeni 6s geot her mal exper
benefit the company ifit  takes part in a roll -out of geothermal technology across
Indonesia and East Africa. And the e lectric vehicles (EV) sector, which Marube ni has
already identified a s a key growth area , is poised to grow significantly .

Japan is home already to a number of clean -energy champions thatinclude Panasonic,

SoftBank, and MHI Vestas. Other Japanese trading houses are increasingly active in

renewable energy.

Marubeni 86s renewabl es experience positions it to |

a global clean e nergy leader. To succeed in this, it will need to abandon its strategically
challenged coal -fired power development business.
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Introduction

Driven by ever -growing global carbon and pollution  con cerns, Japan is facing increasing
pressure against both its domestic reliance on coal -fired power and its strategy of pushing its
subsidised coal -fired power technology on  to developing countries.

The use of coal at home and abroad has historical/l
of Economy, Trade and Industry  (METI). However, challengesto METI 6s pwviemsaré | i ng
beginning to emerge.

In2017,gr owi ng recognition of Japands need natienalcut <carb
environment minister asking METI to reconsider plans for a new domestic coal -fired pow er

plant .t The plantis part of larger plans in Japan to build a new generation of ~ domestic coal -

fired plants , although some of the proposals  in question have stalled in the face of declining

Japanese electricity demand.

Japanods foreign woindedrgr ihtaisciagmoof t h.d&oreigati onds en
Minister Ta r 3 K ganuary 2018 describing current renewable energy targets as
olamentable .6

OFor too long Japan has turned a blind eye to global trends, such as the dramatic decrease
in the pric e of renewables and the inevitable shift to decarbonisation in the face of climate
change 6Kz no 3ai d.

An energy task force set up to advise the foreign ministry stated in February 2018 that

Japands current energy pol i cdgobal mmpetitidressa goltisg t he n
obvious that Japan is lagging , the task force concluded , placing the foreign ministry firmly

at odds with METI. Both the foreign and environment ministries have committed to sourcing

100% renewable energy for their  own ele ctricity needs.

fal)

Thisstance against expansion of coal -fired power hasbeen j oi ned by some of J:
insurance firms. Nippon Life Insurance Co., the largest such firm in Japan, has  announced it

will stop financing new coal -fired power plants both in Japan and overseas due to  climate

concerns. 4 Dai-ichi Life Insurance Co., the second largest Japanese insurance company, has

also announced that it will stop financing overseas coal -fired power plants. 5

Japanods ma jappear lset to follow these examples . Sumitomo -Mitsui Banking Corp.
has said it is rethinking ¢ its support for coal and thatit may restrict financing to ultra-
supercritical technology (many Marubeni coal power projects use less efficient , outdated
supercritical and subcritica | technology).

1 https://www.reuters.com/article/us-japan-environment-coal/japan-environment-minister-to-urge-to-rethink-on-coal-project-
media-idUSKBN1ABOSE

2 https:/iwww.japantimes.co.jp/opinion/2018/01/19/commentary/japan-commentary/energy-neglect-holds-japan-back/ -
WvKrJVcw3zJ

3 https://lwww.reuters.com/article/us-japan-energy/japan-task-force-echoes-foreign-minister-calls-to-back-renewables-over-
coal-nuclear-idUSKCN1G40UX

4 https://r.nikkei.com/article/DGXMZ029873510W8A420C1EE9000?s=3

5 https://digital.asahi.com/articles/DA3S13483061.html?rm=150

6 https://www.bloomberg.com/news/articles/2018-05-16/sumitomo-mitsui-signals-it-may-curb-coal-fired-power-financing
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These trends have arisen a s J a pnejor@ampetitors in the overseas coal  -fired power

construction industry have moved forward with new policies. South Korea  will rely less on

co al-fired power going forward whilst scaling up its renewable energy ambition and the

I nternational Energy Agency (I EA) progule @imast t hat Sol
halve by 2040. China, whilst continuing to build coal  -fired power plants overseas, is clearly

also angling for preeminence  in the global new ene rgysector. 7Chi nads gr owi ng domi
in solar technology, electric vehicles (EVs) and batteries couldcomeat J a p a expense.

Marubeni, a s a Japanese company that builds coal -fired power plants overseas but is also
active in renewable energy ,is ata crossroads. The company has already seen  some plans
for its overseas coal -fired power expansion cancelled in favour of renewables. 8 As Japanese
financial institutions have started to turn away from coal ,t he ¢ omp anyirédspowero a |
plant construction program is becoming increasingly controversial, particularly in 0 rontier 6
countries fi those that currently have little or no coal -fired capacity and have the potential

to leapfrog directly to renewables unless they become locked into new coal -based

generati on. Marubeni is prominently named on the 0Coal Plant Developers List 6 and 0Global
Coal Exit List, database son key builders of coal -fired power plants being targeted by a

coalition of campaigners  ° whose work has led financial institutions to divest from companies
onthelists.Over the past year, Europeds t herAlianz|Ad4Xhagdke st i n
Generali - have announced the exclusion of major coal plant developers from their

investment portfolios and thus dropped their investments in Marubeni.

How Marubeni responds to these trends will determine whether it is dragged down by
incr easingly controversial and outmoded coal -fired projects, or sees its Power Business&
Plant Group thrive by investing in renewable energy installations  that are boundto  leave
fossilfuel based construction far behind in this century (see Figure 2).

Global average annual net capacity additions by type

Muclear I 2010-2016
cas [ 2017-2040
Nuclear .
0 20 40 60 80 100 120 140 160
GW
® Coal @ Gas @ Nuclear Solar PV Wwind @ Other renewables

Source: IEA World Energy Outlook 2017 .

7 http://ieefa.org/ieefa-report-china-continues-position-global-clean-energy-dominance-2017/
8 https://www.reuters.com/article/croatia-energy-idUSL8N15L0HF

9 https://coalexit.org/biggest-coal-plant-developers-worldwide
I EEEEEEEEE—
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Introducing Marubeni

Mar ubeni i s sonajer 0 &gw phashad, the large general trading companies that run
businesses across a wide range of products and services.

Maruben i itself contains the following business units:

1 Food & Consumer Products trades in grain , other food commodities , clothes and
footwear . It provides logistics and healthcare services and includes an insurance,
finance and real estate division .

1 Chemical & Forest Products includes the provision of chemical products , fertilizers,
and agricultural services and includes a constru  ction materials and paper division

1 Energy & Metals includes the production and trade of oil, gas and uranium, trading of
steel products, aluminium smelting, development of coal, iron ore and copper mines,
and trading of iron ore and other materials.

1 PowerBusiness&Planti ncl udes Mar ub emlépénden oty @verspeoduser
(IPP) business, its overseas power project engineering, procuremen t, construction

(EPC) unit and its domestic power production unit. Th is division involves engineering
of, and investment in, oil, gas and chemical plants, water facilities and transport
infrastructure.

9 Transportation & Industrial Machinery includes automotive production line services
construction and mining machinery servic es; automobile trading, financing and
leasing ; merchant shipping and aircraft leasing.

New technology is integral t o Mar uobudook ,&s t h i nnovation central to
management philosophy:

0l n accordance with the spinrniotv agri counn daendd iHma ronmfoaniy
Marubeni Group is proudly committed to social and economic development and

safeguarding the global environment by conducting fair and upright corporate

activicties. o

In its 2017 annual report, the company also acknowledges ho w the transformational nature
of technology alongside the rise of increasingly cheap and more efficient renewable energy
is rapidly disrupting traditional electricity markets all over the world

OWith society currently i n atdnewve malizeshatagef -od maj or
conventional wisdom may no longer hold tr ueuno

Marubeni notes also the opportunity that such transformation offer scompanies that are able
to exploit such trends by creating businesses that can lead new and emerging sectors:

10 Marubeni Integrated Report 2017, p. 1
11 Marubeni Integrated Report 2017, p. 6
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0 W look upon recent major changes in our business environment as a tremendous
chance for general trading companies to create new high -growth business
opportunities. We in the Marubeni Group have the power to resolve such societal
issues and create new bu siness opportunites ami d chaznge. 6

Marubeni also acknowledges the importance to any  conglomerate of recognizing when a
particular business unit is no longer a good strategic fit. In fast -changing sectors itis important
to move away from such units quick  ly before value destruction takes hold and Marubeni inits
2017 annual report  highlights how it is ready to take action where such outmoded business

units are identified:

oWe will decisively divest assets that lack a clear strategic rationale and strategically
exit businesses that are past their prime  é 6=

Furthermore, Marubeni h as acknowledged that the Paris Climate A greement means that
initiatives to reduce greenhouse gases are not just the responsibility of national governments
and that there ar e growing expectat ionsthat companies will do their  part :

OWith the entry into force of the Paris Agreement in 2016, there is a strengthening of
the international framework for reducing greenhouse gases that goes beyond the
regulations of individual natio ns. The Marubeni Group is seeing global demands for
efforts related to issues that are materializing around the world, such as climate
change and biodiversity, and the Group recognizes that there are expectations for
companies to demonstrate creativity, in novation, and leadership in the Group
resolutonofsuch gl obal #“concern. 6

The Marubeni business unit that is most affected by the rise of renewable energy and the

global trend away from coal  -fired power is its Power Business division. Amongst other

activ ities, this division provides EPC services for overseas power plants and is itself an investor
in overs eas IPP projects and offers power services including operations and maintenance.

Power Business

Mar ubeni 8s P o Dieigion Stavathimite Bower Business & Plant Group. As at 31 March
2018, Marubeni held total power generation capacity of 12,219 MW with 454 MW in Japan

and the rest spread around the world with the majority in Asia and Africa (see Figure 3).
Power Business Division assets totalled US$7.2bn, or 11.5% of a Marubeni Group total of
US$62.6bn. Net profit for the fiscal year to 31 March 2018 in the Power Business  Division
amounted to US$407m , representing 21% of Marubeni Group 6 set profit.

The Marubeni Gr oupd6s total net foptheydaiendingih Makh 2018.sBotvau

a 36%increase over the prior year , with the biggest contributions to the increase coming

from the Metals & Mineral Resources and Food divisions. The g r o u pebpsofit wa sfairly

evenly distributed between its divisions , but the Power Business Division was the single largest
contributor to overal | net profit. Marubeni has forecast that the Power Business Di v i sneton 6 s
profit will decline by 13% to US$354m in the fiscal year to 31 March 2019. The company is

exposed to overall reduction in net profit if the returns of the Power Business Division decline.

12 Marubeni Integrated Report 2017, p. 9
13 Marubeni Integrated Report 2017, p. 32
14 Marubeni Integrated Report 2017, p. 35
I ——————————————————
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Total Power Generation Capacity (Net) by Region

Europe
1,154MW Americas
1,820MW
Japan
Middle Easte Africa 454MW
3, 21MW Asia*Oceania

5,370MW

Source: Marubeni Consolidated Financial Results for Fiscal Year Ended 31 March 2018 .

Technology Agnosticism Ignores a Growing Reality

Mar ubeni & s poivar geheaatioh e dapacity and EPC projects utilise a full range of
technologies. The company is a major constructor of technologically advanced gas-fired
gene ration , with recent projects in developing countries that include Bangladesh, Indonesia
and Myanmar .

While Marubeni has not entirely ignored the rise of renewable energy (see Marubeni and
Renewable Energy section ), its seems largely agnostic as it continues to focus much of its
power -generation attention  on its coal -fired power build -out, particularly in developing
countries that will not benefit in the long run from such investments . Coal -fired power stations
have operatio nal lives of 40 -50 years, and their build -out in developing countries  potentially
locks those countries into long -term dependence on  expensive fossil fuel imports and
prevent sthem from fully benefitting from the continually decreasing cost of renewable

energy.

Furthermore, Marube ni 6 s technol ogy agnos tdévelopiagmealityghator es t he
even the conservative and cautious International Energy Agency (IEA) now accepts i that

throughout the rest of the first half of  this century coal -fired power investment will  decline
significantly as renewable energy investm ent booms (see Figures 2 and 4).
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Embracing New Technology

The global transition from fossil fuels to renewables need not mean that Marubeni isleft

behind , especially given its focus on innovation and its demonstrated commitment to new

technology. T h e ¢ o mpdeployriest of newte chnologies includes its use of b lockchain

to accept cryptocurrency payments for energy services. 15 Marubeni has also recently signed

a memorandum of understanding (MoU) with Nokia to develop the next generation of

olnternet of Things 6 services to its customers, including within its energy businesse  s1¢ The

company is also looking at the fast -emerging electric vehicles " sector, whi ch t he compan
president and CEO, Fumiya Kokubu , highlighted in a February 2018 interview as a growth

area for Marubeni. In that interview, Kokubu also acknowledged the th reat that technology

change poses to a company that does not adapt

ol f we stick to our current business model
in 10 Bearso

, hal

Although coal -fired power generation will  not disappear anytime soon , all indications are

that the sector is in permanent decline. Many developed countries have already reached

the point where itis all but certain that no more coal -fired power stations will be built (Japan
iscurrently a key exception to this trend ). While developing countries generally are not at this
stage yet , the time is fast -approaching when the advantages offered by cheaper ,
sustainable renewables will drive market changes in those countries too.

With the global energy transformation now well unde rway, Marubeni isin a position to utilise
its financial strength and renewable energy experience by fully embrac ing and investing in
the energy technology of the future and mov ing away from the technology of the last

century.

15 https://oilprice.com/Energy/Energy-General/Blockchain-Tech-Is-Transforming-The-Energy-Industry.html
16 https://globenewswire.com/news-release/2018/03/01/1401816/0/en/Nokia-and-Marubeni-Corporation-launch-1oT-
services.html
S https //WWW upl com/Energy News/2018/04/23/Faster EV- chargers -to- aIIay range- anX|ety/5411524477352/
: ) . /Trends/ Marub ;
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Mar ubeni 0s Ovengetdss Cc

Despite the rapid transformation taking place in the power -generation sector, Marubeni
remains committed to coal -fired electricity development globally, with many projects in
developing and  ofrontier 6 countries where coal -fired power generation s relatively new but
faces growing pressure from the fast -growing uptake of deflationary renewables .

Botswana

Marubeni, along with its 50:50 consortium partner POSCO of South Korea, has planned to
construct a subcritical, 300 MW, US$800m  expansion of the Morupule B coal -fired power plant
in Botswana. Funding for the project was to include US$600m from a lending consortium

including the export credit agencies (ECA) the Japan Bank for International Cooperation

(JBIC) and the Export -Import Bank of Korea (KEXI M).®®

Morupul e B i s Bot diradgplard @nd ha®had ayhistorp a bf breakdowns . It was
built by China National Electric Equipment Corp. and commissioned in 2012 at a cost of
almost US$1bn. 2 The plant has been unable to run at full capacity , leavi ng customers to rely
on power imports and diesel generators to make up the shortfall.

More recently, repairs at Morupule B have allowed  Botswana to export power to the
Southern African Power Pool (SAPP). 2 Separately the 120 MW Morupule A pla ntis expecte d
to come back on  line after a US$200m,sixy ear r ef ur bi shment by South Ko

Heavy Industries. These improvements may have influenced the Botswana
decision not to provide Marubeni and POSCO with a US$800m guarantee on the Morupule B

expansion . As a result, the project proposal has now stalled and the underlying power

purchase agreement (PPA) has expired. It has been reported that Marubeni and POSCO

may sue the Botswanan government over a US$400m breach of contract clause. 22

With Botswanads current electricity demand covered
opportunity to fully embrace renewable energy to meet its future demand growth . Botswana

is an ideal place to build solar power projects across all scales. It has exce llent solar

resource s, a low population density and  a track record of sound economic management 2

B ot s wanmlati@edack of power capacity , common to many African countries, can help it

avoid the classic challenge of transitioning from  an electricity s ystem based on fossil fuels to

one built on renewables , a challenge that many other countries face, including Botswana & s
neighbour South Africa. 24

Following a Botswanan government call for submission of expressions of interest in a 100 MW
solar project, 16 6 companies placed a bid for the tender fi and Marubeni was one of
them.2Wi t h Ma r pushetobui@ soal -fired power generation in Botswana apparently
having fizzled , the company may still be well placedto develop solar opportunities in this
country.

19 http://www.mmegi.bw/index.php?aid=68289&dir=2017/april/21

20 https://af.reuters.com/article/africaTech/idAFLEN1PO3IY

21 https://southerntimesafrica.com/site/news/botswana-starts-power-exports

22 http://www.mmegi.bw/index.php?aid=71069&dir=2017/august/18

23 https://www.moodys.com/research/Moodys-affirms-Botswanas-A2-rating-Outlook-stable--PR_382811
24 https://www.ft.com/content/c168de08-9f8f-11e6-891e-abe238dee8e?2

25 httﬁ://www.mmegi.bw/index.Ehﬁ?aid=69776&dir:2017/'une/23
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South Africa

Marubeni, along with South Korean state  -owned electricity utility KEPCO, intends to build a

new coal -fired power plant in South Africa. The  Thabametsi project , a proposed 1,200 MW
subcritical coal -fired plant, of which the first 630 MW has received environmental clearances |,
continues to be highly controversial and was recently the subject of a landmark legal case.

The original proposal for the Thabametsi plant at Lephalale in Limpopo Province was made
by South African mining company Exxaro and French electricity utility Engie (then known as
GDF Suez). Following forceful public opposition, Engie withdrew from the project in 2015.

Thabametsi is one of two new coal -fired power plants on the drawing board  under South
Af r i Coml@asel oad Independent Power Producer (IPP) program. The plans for these new
plants come at a time when electricity demand in South Africa is in decline (see Figure 5)
and the nation has excess power capacity. 2

Power Sent Out by Eskom Plants Declines

-
a
—
w
j
=2
Q
=
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e
]

Source: Eskom, Bloomberg .

Part of the controversy over the Thabametsi project is that its greenhouse gas emissions

would be no lower than some existing, obsolete coal plants in South Africa. Thabametsi
would have a higher emissions intensity than  the average across all of state  -owned utility
Eskomds oper &becansg of ptheaalatively high nitrous oxide  emissions from the
outdated subcritical technology to be used at Thabametsi (in additionto carbon d ioxide
emissions). The plant is also controversial for its potential water impacts.

The project islisted on the Dirty Dozen 0 list8 of 12 projects compiled by activists who  question
the public financing being used to construct certain new fossil fuel projects around the world
Thisdubious distinction ensure sthat Thabametsi will remain firmly in the sights of activists.

26 http://meridianeconomics.co.za/wp-content/uploads/2017/11/CoalGen-Report_FinalDoc_ForUpload-1.pdf
27 Savannah Environmental: Thabametsi Power Station i Climate Change Study and Palaeontological Impact Assessment,
June 2017

28 https://www.fin24.com/Economy/sa-power-plant-listed-4th-dirtiest-in-worlds-dirty-dozen-20171212
I EEEEEEEEE—

Mar ubeni 6s Coal Problem: A Japanese Multinati olB3al 6


http://meridianeconomics.co.za/wp-content/uploads/2017/11/CoalGen-Report_FinalDoc_ForUpload-1.pdf
https://www.fin24.com/Economy/sa-power-plant-listed-4th-dirtiest-in-worlds-dirty-dozen-20171212

Challenges to environmental authorisation  for Thabametsi | ed t o South Africads
change lawsuit , which resulted in a co urt order for the minister for environmental affairs to
reconsider an appeal against environmental approval for the plant, taking its climate

change impact into account. 2 The Minister went on to uphold the authorisation , despite the

high climate impactsas demonstrated in Thabametsi s climate <ch
however the project now faces further court proceedings. 30

Al t hough a final PPA for Thabamet si is yet to be cor
and Industrial Research (CSIR) has ¢ alculated an average coal tariff for Thabametsi and the

Khanyisa plant, another coal -fired project under the  same independent power producer

(IPP) program . Based on an evaluation of tariffs offered by the proponents. 3 Allowing for
inflation and subtracting the carbon price that was bundled into the evaluation tariffs, CSIR
calculate san average tariff of ZAR1.03/kWh. 32 The cost of new renewable energy in South
Africa is currently 40% lower than this average tariff even  after omitting the cost of carbon.
Both solar and wind achieved costs of ZAR0.62/kWh in the last round of renewables bidding
in 2016.3 Recent research suggests that the Thabametsi and Khanyisa plants would cost an
additional US$ 1.5bn over the least -cost al ternative. 3

The recent resumption of South Africads renewabl e ¢
bidders of up to US$4bn worth of projects to begin in November 2018, 3 will lead to the

expansion of wind and solar installations in a nation with excellent renewable resources.

Although South Africa is highly dependent on coal  -fired power, ongoing installation of ever -

cheaper renewable energy is set to disrupt the status quo of the electricity market in a way

that has already happened in Europe and the U.S ., and increasingly, China and India.

Europe in particular has seen huge disruption amongst major utilities that until recently w ere
highly dependent on coal  -fired power. Large power companies such as E.On and RWE in
Germany have split themselves up in search of new business models in response to  the
downward pressure on power prices resulting from renewables. Further significant

reorganisations are on the horizon. 3¢

The falling costsand improving efficiencies of renewables, coupled with the potential for

further carbon tax increases within the life  time of a ny new fossil fuel-fired plant, means
investment in new coal -fired power everywhere is fraught with risk. Three new coal -fired
power plants brought online in the Netherlands in 2015 by Engie, RWE and Uniper proved to

be fundamentally out of step with the fast -changing electricity market and saw impairment
losses of 0 3 . 5irbvalue by the en d of 2016.3” Although electricity markets like South Africa 6 s
lag the transition seen in  Europe, the future is clear: coal -fired power in South Africa will enter
a permanent decline

29 https://cer.org.za/news/victory-in-sas-first-climate-change-court-case

30 https://www.businesslive.co.za/bd/companies/energy/2018-02-08-limpopos-coal-fired-power-station-gets-green-light/

31 http:/lwww.energy.gov.za/files/media/pr/2016/Coal-IPP-factsheet.pdf

32 http://www.ee.co.za/wp-content/uploads/2016/10/New_Power_Generators_ RSA-CSIR-140ct2016.pdf

33 http://www.ee.co.za/wp-content/uploads/2016/10/New_Power_Generators_ RSA-CSIR-140ct2016.pdf

¥l reland, Gregory & Burton, Jesse. 2018. AANn assessment of new
emi ssions, and supply security implicati ons ,UniversityyoECameo a | I PP ¢
Town, Cape Town, South Africa.

35 https://www.bloomberg.com/news/articles/2018-06-01/south-africa-plans-to-add-up-to-4-billion-of-renewable-projects

36 https://www.reuters.com/article/us-e-on-innogy-rwe/rwe-e-on-reshape-german-power-sector-in-innogy-asset-swap-deal-
idUSKCN1GNO2P

37 http://ieefa.orglieefa-report-dutch-coal-mistake-shows-three-new-plants-netherlands-failing-live-expectations-risk-

becoming-climate-risk-stranded-assets/
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European operators such as RWE, E.On and Engie have suffered significant s hareholder value
destruction partly due to their coahasbeenptoterur e . Engi
away from coal -fired power , and s ince abandoning the Thabametsi project, the company

has gone on to announce its global divestment from coal  -fired p ower and has been selling

or closing coal -based plants around the world . The company is well underway in offloading

nearly US$19bn of coal, oil and gas projects and reinvest the proceeds in renewable energy,

energy efficiency and network upgrade s383°

Rapidly -Transitioning Engie Leaving Marubeni in Its Wake

Whilst Marubeni push es on with its Thabametsi power project, Engie it he pr oj ect ds for
proponent fi is rapidly ramping up investment in renewable energy across Africa. One of its

African renewables projects is  even benefiting from Japanese  export credit agency (  ECA)

funding that has historically flowed to Japanes e-built coal -fired power plants (see below).

In South Africa, Engie , the largest shareholder in the Aurorawin  d farm in the province of
Western Cape, developed the combined 21 MW Aurora -Rietvlei Solar Power and Vredendal
Solar Power Park and is developing the Kathu concentrated solar power (CSP) plant in

Northern Cape. 4 The company has also commissioned two gas pe aking plants and is
investing in energy services in South Africa. 4

Elsewhere, Engie has agreed to purchase and fund Fenix International, a provider of off -grid
solar systems, with a view to rolling out such energy solutions in at least 10 African countrie s

over the next five years. The company plans to invest US$1.8bn across Africa in technologies

such as off -grid solar, micro -grids and battery storage. *

In Senegal, Engie recently won tenders for two utility -scale solar plants totalling 60MW, both

ofwhich wi | | sel | el ectr i c i®Engie s tontlactes s alsb to auild, aw an 4 / k Wh .
operate a 250 MW wind farm in Egypt with consortium partners that include Toyota Tsusho

and Eurus Energy of Japan plus Orascom Construction of Egypt .** The Japanese involvement

means that the project has attracted Japanese ECA funding from JBIC. Another Japanese

ECA, Nippon Export and Investment Insurance (  NEX)), is to provide insurance cover for the

commercial lenders. Engie is also involved in geothermal projects in Indonesia that are

receiving support from JBIC, the Japanese International Cooperation Agency ( JICA) and

NEXI (see page 32).

As global diplomatic pressure mounts on Japan to cease the provision of ECA finance and
support for coal -fired power plants, more and more of such funding will flow to renewables
projects being developed by the many Japanese technology companies working in this

space. Marubeni would do well to make sure it is the beneficiary of such ECA support.

38 https://www.bloombergquint.com/business/2018/03/28/engie-to-close-coal-plants-in-chile-after-mulling-potential-sale

39 https://www.reuters.com/article/us-engie-germany/frances-engie-exploring-sale-of-german-power-plants-sources-
iIdUSKCN1GJ20Y

40 http:/lwww.engie-africa.com/en/businesses/south-africa/

41 https://www.engie.com/en/journalists/press-releases/major-step-developing-energy-services-southern-africa-acquires-
thermaire-ampair/

42 https://www.bloomberg.com/news/articles/2017-10-19/engie-agrees-to-buy-solar-power-firm-fenix-to-expand-in-africa

43 https://www.pv-magazine.com/2018/04/06/engie-wins-senegals-60-mw-pv-tender-with-bids-under-e0-040-kwh/

44 https://www.engie.com/en/journalists/press-releases/engie-wind-power-park-in-egypt/
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Egypt

In March 2016, Marubeni,along wi t h Egypt ds EI Sewedy Electric, si
Egy pt 0 sowred eettrcity utility to conduct a feasibility study for a 2,000 to 4,000 MW

coal -fired power statonon Egy pt 6 s w©oagt t5s ihe Marsa Matruh project proposal calls

for ultra -supercritical technology.

However, the status of that plantis now unclear given that Egypt is now moving forward with

the 6,000 MW Hamraweincoal -f i red power stati onerroagoast *hTdreenat i ond s
international consortiums bid for the Hamrawein project; a Chinese consortium that includes

Shanghai Electric and Dongfang Electric, a U.S. group led by GE , and a Japanese -Egyptian

consortium that includes Mitsubishi  -Hitachi Power Systems, Toyota Tsusho Corp . as well as El

Sewedy Electric. In June 2018, it was report that Shanghai Electric/Dongfang bid had been

selected as the winner. 47

Egypt is at a physical and technological crossroads
Belt and Road Initiative connecting Mediterranean Europe with East Africa, the Middle East ,

and South Asia i attracting significant Chinese financial support for infrastructure

development. At the same time, Egypt is taking a technology agnostic approach to its

power capacity expansion, adding a major build of renewables projects to its coal -fired

power proposals. 4849

Japanese ECA funding has al ready been made available for Egyptian renewabl es project s.
In additionto Engie d and Toy ot a T2buMWwindl project ,5° Marubeni is part of a
consortium intending to build 700 MW of onshore wind in an initiative that is approaching
financial close on its first phase. 5

Having apparently lostouto n a coal -fired power opportunity whilst moving forward on its

wind power project, Mar ubeni 6s i nv ol v-demeping power marketeof Ehyatdst

a telling example of the direction t hoaft anibaerthatb eni 8 s
should incr easingly be backed by Japanese ECA finance.

Vietnam

In Vietnam, as in South Africa, Marubeni is in a consortium with KEPCO to build a coal -fired
power plant A Japan and Korea again representing two of the three major exporters of coal -
fired power planttech nology (the third being China).

The Nghi Son 2 project is a proposed supercritical 1,200 MW plantin Thanh Hoa province that
reached finan cial close in April 2018. Japanese ECA funding is being provided; JBIC and
KEXIMare lenders to the project along with several Japanese commercial banks ( Sumitomo

45 https://www.reuters.com/article/marubeni-egypt-plant/japans-marubeni-may-build-coal-power-plant-in-egypt-
idUSL3N16A3LG

46 https://www.reuters.com/article/egypt-coal/egypt-gets-bids-for-coal-fired-power-plant-to-announce-winner-next-week-
idUSL5N1SR08Z

47 http://www.globalconstructionreview.com/news/chinese-consortium-build-worlds-largest-coal-fired/

48 https://dailynewsegypt.com/2018/05/27/egypt-begins-transition-to-regional-energy-trade-hub-this-year/

49 https://renewablesnow.com/news/scatec-solar-aims-at-35-gw-by-end-2021-starting-construction-in-egypt-
614424/?utm_source=Renewables+Now_subscribers+and+newsletter&utm_campaign=4e1e9283bf-
Renewables_Now_The_Daily _Newsletter_15 06_15 2017_&utm_medium

50 https://www.engie.com/en/journalists/press-releases/engie-wind-power-park-in-egypt/

51 https://www.bloomberg.com/news/articles/2018-01-17/marubeni-and-abu-dhabi-s-masdar-in-900-million-egypt-wind-plan
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Mitsui Banking Corp ., Mitsubishi UFJ Financial Group , Mizuho Bank and Shinsei Bank ),

Singapore banks DBS Bank and OCBC Bank as well as Maybank of Malaysia. 52 Total project

finance amountedto US$1.9bn, with JBIC and KEXIM each providing US$560m of subsidised

state capital . The ECAs have also provided political risk guarantees. 53 The full construction

cost, if the project remains on budget, will be US$2.5bn. The project foll ows Mar L
completion of the Nghi Son 1 power project in 2014.

However, as part of a growing trend , Standard Chartered Bank pulled out of the funding
consortium after an environmental campaign pointed out that financing the controvers ial
power plant would put the bank in breach of its own energy and climate change policy 54
although Standard Chartered did not  actually specify a reason for pulling out of the project.

The Nghi Son 2 project is part of a wave of recent Japanese investment s in Vietham that

have pushed South Korea down to second in the list of foreign direct investmentin  Vietham

after having led for three years .55 Other projects locking in Japanese fossil -fuel technology in
Vietnam incl ude SumVahBhong & soal fig$ mwed @gant in Khanh Hoa

(also receiving JBIC finance) and Mitsui OilExpl or ati ondés US$1. 3bn gas pipe

Marubeni has a long history of building fossil -fuelled power plants in Vietham. In May 2017,
the Marubeni -built, subcritical, Thai Bin 1,600MW coal -fired power station was connected to
the grid. 56 The company was awarded the construction contract for the project in December
2013.5" The project was funded by JICA.

Part of the Singapore banks @resistance to pressure to withdraw from the Nghi Son 2 project

on environmental and climate grounds is their opinion that a rapid transition to renewable

energy in not yet feasible. % However, Vietnam has recently seen a growing number of

renewable project s announced , which suggest sthat such technology can play an
increasingly major role in the nAredenbodnsinsplarwer ¢
projects in Vietnam has been helped partly by t
nuclear power propos als, with solar being earmarked to replace those projects .5°

Recent solar projects include a 168 MW plant in Ninh Thuan province , which received

approval in April 2018 and has begun construction  .% If the project is completed on schedule

by June 2019 it will be operational well before ~ the Nghi Son 2 coal -fired project. A consortium

including Japanese company Europe Clean Energies Japan is to develop a 44 MW project in

Cu Jut district. & Meanwhile ,Thai |l andds | argest s, &uparblocke,hasagy compa
US$1.8bn investment plan to install 700 MW of wind power in Vietham , With construction on

the first phase already started and  with the complex expected to be operational by 2020. 62

52 https://www.straitstimes.com/asia/se-asia/dbs-and-ocbc-among-lenders-of-245-billion-for-viethnam-coal-power-plant

53 https://www.jbic.go.jp/en/information/press/press-2018/0413-010921.htm|

54 http://www.eco-business.com/news/1200-megawatt-vietnam-coal-plant-gets-funding-but-standard-chartered-pulls-out-
over-climate-policy-conflict/

55 https://asia.nikkei.com/Politics-Economy/International-Relations/Japan-returns-as-top-investor-in-Vietnam

56 https://asian-power.com/power-utility/news/evn-commissions-600-mw-thai-binh-1-coal-fired-power-plant

57 https://www.marubeni.com/en/news/2014/release/TB1Eng.pdf

58 https://www.straitstimes.com/asia/se-asia/dbs-and-ocbc-among-lenders-of-245-billion-for-vietham-coal-power-plant

59 https://e.vnexpress.net/news/business/solar-power-construction-takes-off-in-vietham-after-nuclear-plans-scrapped-
3708674.html

60 https://www.pv-magazine.com/2018/06/08/construction-begins-on-168-mw-project-in-vietnam/

61 https://www.pv-tech.org/news/univergy-to-develop-44.4mw-solar-project-in-vietnam

62 https://www.reuters.com/article/us-thailand-vietnam-windfarm/thailands-biggest-solar-firm-plans-1-76-billion-in-vietnam-
wind-projects-idUSKBN1FT155
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Figure 6: The Price Premium for Solar Generation Over Coal in AsiaH  as Slumped
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Note: Shows levelized cost of electricity for solar minus LCOE for coal in each country. Coal LCOE ranges from
$46/MWh (China) to $88/MWh (Philippines)

Other recent renewable projects include a 48 MW solar plant to be built for Viethamese

conglomerate TTC by Japanese company Sharp Corp.,part of TTC&6s plan to bi
solar across the country. ¢ Thisyear has seen the start of constructi  on on a 30 MW solar

projectin Ninh Thuan province &, announcement of a plan by Sterling and Wilson to build 300

MW of solar in Vietnam by mid 2019 ¢, a proposal for a 50 MW solar plant by Scatec Solar 06

and California -based Vasar.i Ener gy®@® MW pflfixedand flbating solap ¢ o 2

In June of this year, a Thai/Viethamese consortium  announced intentions to  build the largest
solar PV plant in South east Asia i a 420 MW project at Tay Ninh. % In the same month, Quang
Bihn province signed a memorandum of understanding with Ayala Group of the Philippines

to build a 352 MW wind project. ©°

63 https://www.pv-tech.org/news/round-up-sharps-48mw-in-vietnam-final-term-for-arena-ceo-abb-supplies-dubai

64 https://www.pv-tech.org/news/pen-vn-starts-constructing-13mw-solar-project-in-vietnam

65 https://www.businesswire.com/news/home/20180409005808/en/Sterling-Wilson-Plans-300-MW-Solar-PV

66 https://energy.economictimes.indiatimes.com/news/renewable/norways-scatec-solar-plans-new-power-plants-in-
southeast-asia/62668682

67 https://www.pv-tech.org/news/vasari-plans-180mw-of-ground-mount-and-floating-solar-in-vietnam

68 https://www.pv-tech.org/news/b.grimm-adn-xuan-cau-to-develop-southeast-asias-largest-solar-project

69 http://manilastandardtoday.com/business/power-technology/269201/ayala-to-build-big-vietham-wind-project-.html
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Vietnam is also an increasingly important gl obal «ce
oneoftheworl dds | argest solar producers, | aunched a sol
Vietnam in July 2017. 7 In December 2017, U.S. solar manufacturer First Solar announced that

it would build its second module plant in Vietham. 7

Coal -fired power in Vietnam is hig hly controversial , and campaigns against its expansion are
gaining global recognition .7273|n 2016, the president of the World Bank, Jim Yong Kim,
warned clearly of the emissions impact of a major Asian coal build -out, specifically
mentioni ng Vi elans.d mdestorscae glogressively distancing themselves from
coa |. Industry analysts are increasingly coming to terms with the fact that Asian nations will

pivot away from coal as has been the case in China, India and South Korea. A lack of
investors in new coal mining projects could lead to tightening supply, higher coal prices and
lower profits for coal plant operators  , which would only hasten this trend. 75

Responding to pollution and emissions¢c oncerns, Vi et namdés Mi ni dasregentyf Fi nan
revealed plans to increase environmental taxes on coal by 50%.¢ In June 2018, Vietnam

announced a significantly increased ambition for renewable energy, aiming to triple

electricity output from renewable sources and for 26% of households to use solar by 2030. 77

With renewables only get ting cheaper , Japanese companies are already working on
renewable energy projectsin  Vietnam . Marubeni would do well to acknowledge that
Vietham isa key location for an expa nded commitment to renewable energy i the
technology that will dominate power capacity build -out through the rest of this century.

Indonesia

Marubeni , the consortium leader on the 660 MW Cirebon coal -fired power plant in West

Java, Indonesia , also leads the consortiu m intending to build an ultra  -supercritical 1,000 MW
Cirebon 2 extension , with an expected construction cost of US$2.2bn. The generated
electricity is contracted through an IPP agreement to Indonesian state power utility PLN for 25
years.

In April 2017, financial close was reached on US$1.7bn of project financing led by JBIC , Which
contributed US$731m. KEXIM was also involved , lending US$418m . The Bank of Tokyo -

Mitsubishi UFJ, Mizuho Bank, Sumitomo -Mitsui Banking Corp and ING accou nted for the rest.

ING acted as lead arranger , although since then the bank has updated its policy on

financingcoal -fi red power and will reduce its exposure to
2025.7 NEXIhas insured the finance provided by the private banks.

70 https://www.pv-magazine.com/2018/04/24/gcl-poly-energy-offers-110m-loan-to-subsidiary/

1 https://www.pv-tech.org/newsffirst-solar-building-second-1.2gw-production-plant-in-vietnam

72 http://www.atimes.com/hsbc-standard-chartered-making-a-killing-on-coal-in-se-asia/

73 http:/lwww.vir.com.vn/long-an-power-centre-hits-delays-55642.html|

74 https://www.theguardian.com/environment/2016/may/05/climate-change-coal-power-asia-world-bank-disaster

5 https://www.reuters.com/article/us-column-russell-coal-asia/asia-coal-industry-sees-blue-skies-ignores-storm-clouds-
russell-idUSKBN1IBOIL

76 https://e.vnexpress.net/news/business/proposed-environmental-tax-on-coal-would-inflate-electricity-price-expert-
3751757 .html

7T https://www.reuters.com/article/us-vietham-energy/vietnam-sets-out-green-ambitions-with-bold-targets-for-solar-rare-
earth-idUSKCN1J00U1

8 https://www.ing.com/Newsroom/All-news/ING-further-sharpens-coal-policy-to-support-transition-to-low-carbon-
economy.htm
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In its Nove mber 2017 release on Cirebon project financing, JBIC stated that the project
ointroduces efficient and environmenaQampagnf ri endl vy
groups disagree with this assessment, and a local environmental group won a court ruling,

the day after financial close was announced, that said an environmental permit  for the

project had been issued illegally. & Proponents have since re -applied for and received the

necessary environmental clearance  , but the plant remains contr  oversial. Talks are said to be

occurring with aviewto adding an additional 1,000 MW (Cirebon 3) unit, although this has

not been confirmed yet .8t

Ma r u b eptans@nsindonesia come atatimewhen t h e ¢ o upnoposeg doal -fired power
capacity build -out is facing increasing uncertainty.  State -owned PLN recently cut its planned
electricity build -out by as much as 22 GW over the next 10 years due to lower -than -expected
demand growth .

In d 0 n e slarge thermal coal reserves have led to a technological loc  k-in of coal -fired
technology thatis thanks in partto a growing  number of coal -based IPPs at a time when
renewable technology offers greater flexibility in energy planning as well as air pollution and

carbon benefits. 8 Excessive coal -fired power generati on construction has led to over -
capacity in Indo nesia, which will lead to significant capacity -based payments to IPPs for
power plants that stand idle. State  -owned PLN, and ultimately, Indonesian consumers, bear

the cost. Whilst PLN continues to constantly over -estimate demand increases, IPP payments
are becoming dependent on increasingly unstable subsidies and tariffs. PLN is not averse to
renegotiating IPP power purchase agreements to reduce costs.

Coal -fired power producers in Indonesia  face increasing political an d regulatory risk in the

face of over -capacity, the declining cost of renewable technology , and pollution concerns.

Il nvestors wil/ not be able to ignore these risks gr¢
generation mix looks increasingly out -of-step with global market trend  s.83

Il ndonesi ads t ec hn eihhagbean aphrtly eralaldd byl Japankse , Chinese and
South Korean equipment suppliers and finance houses, assisted by the ECAs of those three
nations. However, environmental  impacts are of increasing importance to long  -term
investors, and with even Japanese banks 8 and insurers beginning to turn away from coal,

now is the time for suppliers like Marubeni, which has renewable as well as coal technology
capability, to provide a more flexibl e and future -proof power system that reflects the
transition happening around the world.

Thailand

In March 2015, Marubeni announced its intentions to build a US$1bn replacement for four
units of the coal -fired Mae Moh power plant in conjunction with the French engineering
company Alstom. 8 The 600 MW replacement for the original units 4  to 7 will use ultra -

9 https://www.jbic.go.jp/en/information/press/press-2017/1114-58532.html

80 https://news.mongabay.com/2017/04/indonesian-court-revokes-environmental-license-for-the-cirebon-coal-plant-
expansion/

81 https://newsbase.com/topstories/marubeni-partners-build-new-power-plant-indonesia

82 http://ieefa.org/ieefa-report-indonesias-state-power-company-remains-out-of-sync-with-global-shift-in-electricity-
generation/

83 http://ieefa.org/wp-content/uploads/2018/04/PLN-A-Power-Company-out-of-Step-With-Global-Trends_April-2018.pdf

84 https://www.bloomberg.com/news/articles/2018-05-16/sumitomo-mitsui-signals-it-may-curb-coal-fired-power-financing

85 https://www.marubeni.com/en/news/2015/release/00008.html
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supercritical technology  and, as with the existing plant, will be fuelled by brown coal (lignite)
from the adjacent mine . The replacement projectis due  to be operational by the end of
2018.8¢

Marubeni and Alstom also builtthe or i gi nal units of Mae Mofired Thail ar
power plant (2,400 MW). More recently, Marubeni has entered into a memorandum of

understanding (MoU) to provide a technical upgrade to the plant. In its press release

announcing the MoU, Marubeni stated that the | ow gl
unstable heat rate, an issue that Marubeni will seek to address. & Since winning the Mae Moh

repla cement contract, Alstom  has exited the power generation business to focus on
transport engineering . It sold its power business to GE in 2015 for US$10.3bn . This doubling
down on thermal power has proved disastrous for GE (see page 34).

In addition to the technical issues  that arise from the quality of the coal and the high carbon
emissions tha t result from burning lignite , the mine itself has raised questions . In March 2018,
the latest in a series of landslides at the mine damaged infrastructure and led to an

evacuation order f  or people living in the area. 8 Over the first three months of 2018, lignite
production in Thailand dropped 10.5% year on year with the shortfall made up with

expensive coal imports. Overall coal consumption in Thailand for the first quarter of 2018 was
dow n 0.5%, with consumption by power plants down 1.3%. 89

In Thailand t he construction of coal -fired power plants has be come increasingly controversial
- in line with similar concerns seen worldwide. % Meanwhile, Thailand s raising its renewable

energyambito ns. The nationds target of 30% of final

2036 is driven in part by its need for energy security as its domestic gas reserves become
depleted . The International Renewable Energy Agency (IRENA), which Thailand joined in
2015, states that this ambition could reach 37% by 2036.9t With the Mae Moh mine expected
to be depleted in the mid 2030s, renewable energy will become ever more important if

Thailand is to address its carbon emissions whilst avoiding the cost and energy security
concerns that come with relying on imported coal and liquid natural gas ( LNG).

In June 2018, in a move of significance to the Thai energy sector, Engie announced that it
had sold its majority holding in Thai independent power producer Glow 92 to state -controlled
petrochemical company PTT. Thismove ispartof Engi ef6s drive to cut
focus on low -carbon power. After the sale, Engie no longer operates any coal -fired power
plants in Asia -Pacific. PT T8 s a c i3 likélysaidefeéngiva move , given its coal assets in
Indonesia and the fact that Glow supplies power to the company.

Myanmar

In 2014 it was reported that Marubeni was to build an ultra -supercritical, 1,800 -2,000 MW coal
fired power plant in southern ~ Myanmar for a total investment of US$2.8  -3.2bn. %8 Although sited
in Myanmar, the Tanintharyi plant was to export 80% of its electricity to neighbouring

86 https://asia.nikkei.com/Business/Companies/Thailand-to-replace-generating-units-at-major-coal-plant

87 https://www.marubeni.com/en/news/2017/release/20170926_2.pdf

88 http://www.nationmultimedia.com/detail/national/30341280

89 https://www.platts.com/latest-news/coal/hanoi/thailands-april-coal-imports-jump-22-on-year-26966766

90 https://www.bangkokpost.com/opinion/opinion/1469061/no-such-thing-as-clean-coal-power

91 http://lwww.irena.org/publications/2017/Nov/Renewable-Energy-Outlook-Thailand

92 https://www.engie.com/en/journalists/press-releases/asia-pacific-thus-no-longer-operate-any-coal-fired-assets/
93 https://af.reuters.com/article/idAFL3N0S51KS20141010
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Thailand. In March 2015, a Marubeni executive confirmed that a Tanintharyi feasibility study
was underway. ° However, there appearsto be  have been no progress since then , and the
project has presumably been shelved.

Ma r u b sactivily in Myanmar coincides with that of JICAG s . Japtriese government

agency facilitates the upmyadseas ahd hasbpen nhigldy actisecirh n ol o
Myanmar, co -developing the Thilawa Special Economic Zone with the government. JICA,

along with Marubeni, Mitsubishi and Sumitomo , own s 49% of the joint venture that develops

and manages the zone. 2 A number of Japan ese companies have setup  shop in the special
economic zone , although a shortage of power has reportedly limited its development. 9%

Marubeni has one small power plant in the zone and has plans to build a new 400 MW gas -

fired plant to increase supply. ¥

JICA is undoubtedly providing important assistance to Myanmar. Itis helping  stimulate
agricultur al activity and has established an institute to provide training in information

technology and communications. However, JICA has also been promoting Japanese coal -
fired power technology  and is doing so in a country that has previously been reliant on hydro
power and is now seriously considering renewable energy to complement it. 98

According to World Bank statistics, 0 nly 57% of the population of Myanmar has access to
electricity. ° Barring a highly expensive grid build  -out, n ew fossil-fuel powered power stations
alone will not be of development assis  tance to those not on the power grid , and the
Myanmar government , citing community opposition, has so far refused to al low any new
coal plants to be approved. 1 This will make it difficult to build more coal plantsin  Myanmar.

JICA can be of significant, further assistance to Myanmar, whilst still promoting Japanese EPC
and technology, by driving the development of distrib uted renewable energy , which would
make an immediate difference to the great majority of the people of Myanmar living off -
grid. Renewables are alread y establishing a foothold in Myanmar; a 220 MW solar plant is

pl anned for the countr vy ofappdingokh5GWoesglaron, part
development .10t

Japanese corporations  which have developed world  -leading renewables technology, can
play a major role in such a program , and Marubeni can play an important part.

Philippines

In the Philippines, Marubeni has an interestin  the recently built 420 MW, third unit at the coal -
fired Pagbilao power station via TeaM Energy Corp. , its joint venture with Japanese electricity
utility Tokyo Elec tric Power Company (TEPCO). TeaM Energy also currently operates the first
two units of the power plant , which has a total capacity of 735 MW. 102

94 https://www.mmtimes.com/business/technology/13711-coal-study-under-way-in-tanintharyi.html

95 https://thediplomat.com/2017/11/china-faces-increasing-competition-in-myanmar/

9 https://www.bangkokpost.com/news/asean/1376415/myanmar-powers-up

97 https://www.mmtimes.com/business/14754-marubeni-inks-mou-for-country-s-largest-gas-plant.html

98 https://www.mmtimes.com/news/making-myanmar-energy-powerhouse.html

99 https://data.worldbank.org/country/myanmar?view=chart

100 hitp://sea-globe.com/overcoming-the-outages-how-to-keep-the-lights-on-in-myanmar/

101 hitps://www.pv-magazine.com/2018/06/28/basic-energy-buys-stake-in-2-thai-epc-firms-working-on-220-mw-myanmar-pv-
project/

102 hitp://thestandard.com.ph/business/power-technology/255379/pagbilao-energy-set-to-operate-1-b-coal-fired-power-plant-
in-february.html
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While Marubeni has a long track record of developing fossil -fuel based power projects in the

Philippines, this latest project isgoing forward atatipping poi nt in the nationds ¢
development. High electricity prices, partly driven by expensive imported coal, diesel and oil
imports, mean that renewable energy alternatives can already outcompete fossil -fuel based

generation across much of the Philippines a rchipelago. 1% Meanwhile, stranded asset risk
across the coal -fired electricity -generation sector is rising, driven by an ~ over -commitment to
coal -fired power , increasing debate about introducing a coal tax and a trend toward falling
power prices, which in turn is driven by the deflationary nature of renewables and

accelerating policies on retail competition.

Coal -fired power plant owners in the Philippines are moving already to avoid this stranded
asset risk. In May 2018, Ayala Group , one of the Philippines largest listed companies,

announced that its AC Energy power generation arm would seek to sell 50% of its coal -fired
power assets. 14 Coal -fired power currently accounts forabout80 % of Ay@vera d s
por tfolio , with the rest coming from wind, solar and geothermal sources. The company is how
seeking to redress a balance to o0 heavily weighted toward a fuel source with a declining

outlook, whilst raising capital to invest in power projects with a more sustain able future.

Shortly after Ayal ao s reponedotuhnacte meynatl,a 6ist AMGasEner gy i s
US$30m in UPC Renewables for a 50% share of its Australian business. AC Energy is also

providing a US$200m facility to dplantindlemBSeuwhdMalespl ans f
and a 1,000 MW wind project in Tasmania. 1

In addition, AC Energy hasformed a joint venture  with a local government in Vietham to
developa 352 MW wind farm in Quang Binh province  with a total investment of US$439m. AC
Energy h as previously partnered with BIM Group in Vietn ~ am to develop over 300 MW of solar
power projects in Ninh Thuan province. 106

AC Energyds cur r e nfired potver invesinentsirelade a sialid in South Luzon
Thermal Corp. which operates a 244 MW  power plant in Calaca. The company had already
reduced its holding in this company , when it sold a 20% stake to Marubeni in December
2016.197 At the time, Marubeni stated that its acquisition would provide opportunities for
further power projects in conjunct  ion with AC Energy and the other owners in the future.

In the 18 months since that deal was made, the continuing decline in the cost of renewable

energy has changed the  development outlook of the Philippine & power sector significantly.

Clearly aware of this, Ayala and its AC Energy subsidia ry are reducing its exposure to coal -

fired power before itdés too | at e, ThavMarubenifTEPEbr aci ng
TeaM Energy joint venture is now also at a crossroads , with its CEO having stated thatit is

actively considering renewable energy expansion (although conceding that the company

will also consider thermal power projects) whilst stating ,0let s see how the energy
would shape over the next few years ¢ 18

103 hitp://www.eco-business.com/opinion/electricity-in-the-philippines-does-not-need-to-be-so-expensiveor-dirty/

104 hitp://manilastandardtoday.com/business/power-technology/266079/ayala-selling-1-billion-coal-plants.html -
WwKdbgw2Ng1.twitter

105 hitps://reneweconomy.com.au/upc-lands-investor-advance-huge-wind-solar-projects-17801/

106 hitps://www.evwind.es/2018/07/01/ayala-group-to-build-wind-power-plant-in-vietnam/63829

107 http://www.bworldonline.com/content.php?section=Corporate&title=marubeni-acquires-20&37-stake-in-operator-of-
calaca-power-plant&id=138049

108 httﬁs://business.mb.com.Eh/2018/06/09/'aﬁanese—'v—firm—exeinﬁ—new—gro'ects/
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In Mindanao, the second largest island of the Phil ippines, the City Council of Ozamiz recently
revoked a resolution that supported the construction of a 300 MW coal -fired power plant
whilst another resolution called for more renewable energy to supply the city. The Provincial
Council of South C otabato has also rejected a proposed coal mining project. 109

Given the way the energy sector is transforming globally, and if Marubeni is keen to work on
Philippines power projects with local partners, it will need to change its focus away from coal
and ont o clean energy technology that can harness geothermal, wind, solar and hydro.

Mongolia

In 2016, Marubeni won a tender to build the coal -fired, subcritical, 450 MW Tavan Tolgoi plant
adjacent to one of the worl dds | ar ge ddeposits.&art oi t ed
of the output from the power station would supply the Oyu Tolgoi copper and gold mine. 111

The proposal is believed to be in the pre  -permit development stage with no 2018 update

publicly available.

The Mongolian government is reportedly att empting to develop the Tavan Tolgoi deposits by
selling up to 30% of the mine project. Two previous attempts at development failed ,in 2011
and 2015, with the | atter proposa## involving Japanct

Japanos Coal |l nvest mert

The profil es -carfent Maal-firdol projectd soutlined in the previous section reveal a

clear trend aroundhow Japands export credit agencies often su
construction of coal -fired power pr ojects in developing economies using ofte n outdated,

carbon intensive Japanese technology.

Japands public f i naabaue dofibterthat od srs/ other G7waumtrgat i s
approximately US$9bn annually. The biggest beneficiar ies of this public mone y are fossit
fuelled power plant  develop ers.13

Japanese Public Financing of Overseas Coal Projects

The Japan Bank for International Cooperation (JBIC) and Nippon Export and Investment
Insurance (NEXI) are two of the largest ECA financiers for coal -fired power plants globally
among a group that is dominated by institutions from China  , Japan and South Korea.
Funding by such public institutions enables  subsidised projects to be built in developing
countries by lowering risk for commercial lenders. JBIC was the eighth -largest lender to
Maruben i as at 31 March 2018 (see Annexure IlI).

JICA provides project support in developing nations that will use Japanese technology,
including coal -fired power. In Bangladesh, JICA effectively drafted the nation & Power

109 hitps://mindanaoexaminer.com/proposed-coal-fired-power-plant-coal-mine-project-shelved/

110 http://ubpost.mongolnews.mn/?p=18643

111 http:/lwww.marketwired.com/press-release/turquoise-hill-resources-ltd-oyu-tolgoi-signs-new-power-purchase-agreement-
nyse-trg-2216008.htm

112 hitps:/[www.bloomberg.com/news/articles/2018-06-29/mongolian-parliament-oks-plan-to-sell-30-of-tavan-tolgoi-mine

113 hitp://www.atimes.com/wasted-energy-japan-trumps-us-on-coal/
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System Development Plan. The plan sets  Bangladesh on a path toward dependence on
expensive imported coal and LNG for its electricity generation system, technology that

Japanese EPC companies are of course able to provide. Marubeni itself was shortlisted to
develop the Mata rbari imported coal -fired power plant but the project eventually went to a
consortium that included Sumitomo Corp., Toshiba Corp. and IHI Corp. 4 The US$4.5bn cost
of the project will be largely finance d by a US$3.7bn subsidised loan from JICA.

JICA is active on a number of inf  rastructure projects in Bangladesh including the Dhaka

metro rail project , which is designed to bring much  -needed traffic and transport

improvements t o t he nat i on Marube aipsipartaflthe consoryum that will build

the railway line for the p roject ,whichwill contri bute to Bangl adeshods sust
development. 15 |tis hard to square the benefit of such ~ Japanese -funded projects with

support for coal -fired power in a nation that is amongst the most at risk to climate change

Because of such support , Japanese ECA financing of coal -fired power has led to sustained

pressure from campaigners concerned with carbon emissions ; this pressure represents an

ongoing reputational risk to  Japan, its ECAs and the companies involved in coal  -fired power

construction.

Whilst developing Asian economies remainthe key market sf or Japands public fir
institutions, Japan has increasin gly shown an interest in Africa, a continent that has an

opport unity as it develops to largely skip polluting, fossitfuelled power generation

technology.

Japan and Africa

Af r i ceadda significant power capacity build -out has drawn the attention of Japanese
government financing institutions and companies that include Marubeni , which sees
opportunities in Africa across many of its business activities. 116 |n 2017, Marubeni added
Morocco to the growing list of African countries where it is active 17 and it is now reportedly
considering re-entering Zimbabwe .18

As African countries expand their power capacities, a key question will be whether they will
take the opportunity to benefit from the falling cost of renewable energy in  countries with
more developed renewables programs , and whether they will leapfrog  directly to clean
energy ,'° avoiding the decades -long lock -in of fossil fuel -based power plants and the
negative externa lities associated with them.

Countries that are home to companies with expertise in coal - and gas -fired power plants are
seeking to push th is technology on to developing countries in Africa , just as they have done
across Asia. These technology -export countries include China, South Korea and Japan.

In 2017, the Japan -Africa Energy Initiative was announced, an agreement by which the
Japanese go vernment will make available US$6bn to the African Development Bank (AfDB)
in concessional and non  -concessional finance to fund power plant construction and related

114 http:/lwww.thedailystar.net/frontpage/matarbari-port-be-turned-deep-sea-port-1515973

115 hitps://www.moneycontrol.com/news/business/It-construction-bags-rs-3191-cr-order-for-dhaka-metro-2575721.html

116 hitp://www.biztechafrica.com/article/japans-marubeni-corporation-looks-africa/7593/

17 hitps:/[www.moroccoworldnews.com/2017/04/213767/marubeni-first-japanese-company-obtain-casablanca-finance-city-
status/

118 hitps://www.newsday.co.zw/2018/07/japanese-firm-plots-zim-return/

119 https://www.ft.com/content/c168de08-9f8f-11e6-891e-abe238dee8e?2
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infrastructure .12° This development is intended to help push Japanese so -called o0clean co
ultra -supercritical technology across the continent. 121 This comes at a time when  declining

costsare allowing renewable technology to make inroads across Africa, helping bring

electricity to off -grid communities that coal  -fired power stations cannot reach.
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A number of competing schemes to increase renewable energy investment in Africa have

begun to make the Japan -Africa Energy Initiative look quite dated less than a year after its

inception . In April 2018, the AfDB signed a joint declaration with the India -led International

Solar Alliance (ISA) to drive the expansion of solar power across Africa. 122 The agreement will

help develop financ ing for off -grid solar solutions and utility -scale solar installations. It will also
support the AfDBG6s 10 GW Dhespregramme, launchRen wehe AIDB1i t i at i v e
in January 2018 aims to bring solar power into the Sahel region via off -grid and on -grid

projects. In May 2018 it was announced that the Green Climate Fund will join the initiative. 123
Meanwhile , the AfDB is coming under pressure to stop financing coal -fired power plants in
Africa. 124

120 hitps://www.afdb.org/en/news-and-events/launch-of-the-japan-africa-energy-initiative-remarks-by-akinwumi-adesina-
president-of-the-african-development-bank-letter-of-intent-signing-ceremony-at-the-africa-union-summit-17155/

121 hitp://www.globalconstructionreview.com/news/japan-gifts-6bn-african-power-projects/

122 hitp:/lwww.ee.co.za/article/development-bank-to-drive-africas-solar-development.html - Wult4RmuYOM

123 hitps://www.pv-tech.org/news/gcf-and-africa50-join-afdbs-desert-to-power-programme

124 hitps://independent.ng/stop-funding-coal-powered-plants-in-nigeria-gifsep-others-urge-afdb-2/
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The African Union, which has its own renewable energy i nitiative, signed an MoU in May 2018
with the IEA to form a strategic partnership to drive the uptake of  clean energy. ! The

partnership is designed to promote renewable energy, energy efficiency , and energy
security across the continent. In the same month, at a meeting of the Japan  -Africa Public -
Private Economic Forum in Johannesburg, the South African energy minister stated that the

Japanese private sector can use  a number of existing African initiatives to  help solve the
continentds ener gy alylsiack inostrofghe mifiativessfqries on encouraging
clean and renewable energy solutions. 126

Japands ECAs are already en aéaslisitheacpsewighn 3BiICatdI NEXI i n Af 1
support for a 250 MW wind instal |l ase withntsrenawaldlegy pt . Gi
technology companies and a leading position in energy efficiency, it makes sense for

Japand6s public f i nanc efurtherdntoithe nenewablesspateo 2eAstha n d

world moves from fossil-fuelled power plants toward renewab les Japan would do well to

make sure it is backing the right horse.

With momentum starting to swing behind renewable energy in Africa, in line with the rest of
the world, Marubeni has an opportunity now to pivotand capitalise on its renewables
experience . The company can benefit from the growing support for renewables in Africa
and from the absence of the kind of local opposition such as that faced over its proposed
South African coal -fired power plant.

AChange | n Eherqy aFoas?

Japan has seen criticism of its pro -coal policies from within its own government, specifically
from its environment and foreign ministers , and from its financial sector, too, where
assessments against coal are increasingly being made by its banks and insurance
companies.

This hascoincided with  international investors turning their backs  in growing numbers on coal.
The trend , as it continues, will make it more difficult and more expensive for Japanese
conglomerates to find  financing for coal -fired projects, especially if policy changes require
the ECAs to reduce lending for coal. It seems likely, too, that the influential Organisation for
Economic Co -operation and Development 6 §OECD) export credit group will make further
efforts toward aligning export credit policies w ith climate change targets. 128

That said, unless J a p a pdiicyof publ i ¢ finance support fter coal do
country will face growing pressure and criticism globally of the sort that was brought to bear
in the run -up to the June 2018 G7 summit. 129

125 hitps://[www.iea.org/newsroom/news/2018/may/iea-and-african-union-sign-strategic-partnership-on-sustainable-energy-
for-all.html

126 https://www.esi-africa.com/japan-africa-forge-alliances-to-bolster-cross-sector-collaboration/

127 hitp://www.atimes.com/wasted-energy-japan-trumps-us-on-coal/

128 hitp://www.oecd.org/newsroom/statement-from-participants-to-the-arrangement-on-officially-supported-export-credits.htm

129 hitps://www.nrdc.org/experts/han-chen/japan-second-worst-g7-reforming-fossil-fuel-subsidies
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Investors Moving Away From Coal

Investor and financier support for the coal industry is draining away at an increasing ly rapid
rate.

In the lead -up to the June 2018 G7 summit, a group of major international investors with a
cumulative US$26 trillion o f assets under management called for a phase -out of coal -fired
power. 13° The 288 investor signatories to the statement included Allianz Global Investors, HSBC
Global Asset Management and Nomura Asset Management. The group also called for the
end of subsidies for fossil fuels and for a meaningful price on carbon. Asset managers like
Nomura comprise most of the largest shareholders in Marubeni (see Annexure I).

Thisis a significant development that shows  where investment in global power capacity is
going . Four of the G7 nations are already members of the Powering Past Coal Alliance i
among G7 countries, only Japan , the U.S. and Germany are not.

Amundi , Europeds | argest asset manager with US$1.6
that global investment has reached a cl ear Otipping poindsd wit |
major investors increasingly take the issue seriously in their decision -making. 3 Amundi has

created low -carbon indexes that are outperforming the market as a whole (Figure 8). Major
investors, including the Japanese Government Pension Investment Fund, are moving their
portfolios into such indexes. Amundiispart -owned by Credit Agricole, one

largest bank lenders (see Annexure II).

Green Investing
Amundi's low-carbon MSCI tracking fund outperf
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130 https://www.reuters.com/article/us-climatechange-investors/big-investors-urge-g7-to-step-up-climate-action-shift-from-
coal-idUSKCNL1IZz0zP
131 hitps://www.bloomberg.com/news/articles/2018-05-31/europe-s-largest-asset-manager-sees-tipping-point-on-climate
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A U.K. parliamentary select committee recommended in June 2018 that the government by
2022 should make disclosure of exposure to climate change risks mandatory for large

companies and asset owners such as pension funds. 132 The recommendation is designed to
encourage investment decisions that support long -term sustainability rather than short  -term
returns. Thanks to early efforts by the Bank of England to increase the consideration of

climate ri sk, the U.K. is leading in this area , but such decisions will in creasingly be followed
globally as the Task Force on Climate Disclosures recommendations are increasingly

adopted.

This year has already seen a number of financial institutions distance thems elves from the
coal industry and add their names to the already significant and  growing list of banks,
insurers and investors that have ceased  supporting coal.

AXAB announced in December 2017 its decision to divest from companies planning more
than 3 GW of new coal plants, Generali announced in February 2018 its divestment from
companies planning new coal facilities. SCOR as well as other French insurers committed to
divest or no longer invest in companies  on the Coal Plant Developers List and Global Coa |
Exit Lisk.

May 2018 saw insurance giant Allianz announce that it will immediately stop insuring

individual coal -fired power stations and coal mines and cease any coal insurance by 2040. 133

It will also bar all companies planning to build more than 500 MW of new coal -fired

generation capacity from its investment portfolio. 134 In June 2018, reinsurance major

Hannover Re 6 announcement that it would divest from companies that derive more than

25% of their revenue from coal putclose t o hal f of insuersatarerhoded fromr e

coal. 1 The following month, another  reinsurance giant , Swiss Re announced that it would

stop insuring or reinsuring companies that have more than 30% exposure to thermal coal,

statingt hat O0Swiss Re supporustarpdoghessi aawagEgndromr f o
Swiss Re stopped investing in companies with at least 30% thermal coal exposure in 2016.

Europeds | argest bank, HSBC, announced in April 20
fired power plants following  similar recent moves by other European banks such as ING ,

Credit Agricole , Deutsche and BNP Paribas. 37 HSBC made an exception by considering

finance for plants in Bangladesh, Indonesia and Vietnam, but those exception sare on the

table for only five years. RBS followed in May, declaring that it would no longer provide

project finance for new coal  -fired power stations and coal mines. 138 HSBC Credit Agricole

and | NG are amongst bbak landesr(sedimnexueil)g e st

132 hitps:/[www.parliament.uk/business/committees/committees-a-z/commons-select/environmental-audit-committee/news-
parliament-2017/greening-finance-report-published-17-19/

133 hitps://www.reuters.com/article/us-allianz-climatechange/allianz-cuts-back-on-coal-insurance-after-environmentalist-
criticism-idUSKBN1I511D

134 hitps://www.insurancebusinessmag.com/au/news/breaking-news/allianz-succumbs-to-pressure-reveals-it-will-stop-
insuring-coal-firms-99779.aspx

135 hitps://[www.reinsurancene.ws/hannover-re-to-step-away-from-coal-investment/

136 hitp://www.swissre.com/media/news_releases/nr_20180702_swiss_re_establishes_thermal_coal_policy.html

137 https://[www.reuters.com/article/us-hsbc-strategy-fossil-fuels/hsbc-to-stop-financing-most-new-coal-plants-oil-sands-arctic-
drilling-idUSKBN1HR1INR

138 hitps://www.theguardian.com/business/2018/may/29/rbs-cuts-lending-to-new-coal-and-arctic-oil-
projects?CMP=share_btn_tw
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Significantly, Japanese banks are also  now indicating a change in their outlook toward
coal fi and the largest ones are coming under increasing  opposition -campaign pressure as
they are amongst the  biggest funders of coal globally.

Sumitomo Mitsui Financial Group has indicated that it may rethink its stance toward coal ,*°a
move almost certain to be followed eventually by major Japanese coal financiers Mizuho
Financial Group and Mitsubishi UFJ Financial Group . In June 2018, Mizuho released a

statement that recognized  the need for action to tackle cl imate change and noted global
concern about the role coal  -fired power plays in carbon emissions. 4 This is highly significant ,

as Mizohu and Mitsubishi UFJ were by far the largest bank lenders to Marubeni over 2014 -17
whilst Sumitomo Mitsui was amongst the top five (see Annexure II).

The week before Sumi t omo Mi t sui 8s aicMay 2008, gadag 6 me B e-largastd
insurer, Dai-ichi Life Insurance, announced it would no longer provide financing for overseas
coal -fired power projects. This announcementw  as the first time a Japanese financial

institution committed to restrict  ing coal finance. It was not the last . Nippon Life Insurance,
Japanods | ar,qmneunced rinsulyr2@18 that it will cease financing all coal  -fired

power stations in Japan and  overseas. 4 These two developments have  special significance
for Marubeni , as both of these insurance companies were amongst the top 10 lenders to the
company as of 31 March 2018 (see Annexure Ill) (four of the 10 are Japanese insurance
companies ).

Someof Japands trading houses have also begun to reco
Mitsubishi Corp. has moved to sell its stake in Australian thermal coal mines. Mitsui and Co.

stated in 2017 that , due to environmental concerns, it had no plans to invest in new thermal
coal mines. Sojitz Corp. is also planning to reduce its exposure to thermal coal. 142
Marubeni itself no longer has any operating thermal coal investments after having sold its

stake in the Dartbrook mine in  New South Wales, Australia, in 2016. Marubeni owns 20% of

Gl encor eds Rav e nrsunwdbnine hwhidmhassbeeg in care and maintenance since
2014 and 17% of the West Wallsend/Macquarie project , Where coa | mining has been
completed

With names like Allianz and Dai -Ichi joining the likes of Zurich and Axa, about 10% of all
insurance assets have already been  shielded from coal. That figure could double by the end

of 2018.1% The initial effect will leave coal -fired power plants and coal mines seeking
coverage from a smaller pool of in surers, and at a higher price . With an increasing number of
banks also refusing to finance coal,  reaching financial close on any  coal -fired power plants
will get progressively more difficult. At a recent coal industry conference, the deputy CEO of
Indonesi an independent power producer PT Adaro Power acknowledged that obtaining

finance for coal -fired power plants was growing more problematic .44

139 https://www.bloomberg.com/news/articles/2018-05-16/sumitomo-mitsui-signals-it-may-curb-coal-fired-power-financing

140 hitps:/www.mizuho-fg.co.jp/release/pdf/20180613release_jp.pdf

141 hitps://[www.reuters.com/article/us-japan-coal-divestment/japans-nippon-life-to-stop-financing-coal-fired-power-
idUSKBN1KDO8P

142 hitps://www.reuters.com/article/japan-coal-traders-idUSL3N1JA36 T

143 https://www.smh.com.au/business/the-economy/insurance-industry-shift-from-coal-could-mean-higher-power-prices-
20180518-p4zg68.html

144 http:/lieefa.orgl/ieefa-op-ed-losses-make-indonesian-electric-company-a-high-risk-bet/
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Japanese Coal -Fired Power Projects  Cancelled

Whilst four of the G7 members have joined the Powering Past Coal Alliance, Japan has been

lagging and indeed is the outlier  with its intention to build a new generation of coal -fired

power plants. Since 2012 , 50 new coal -fired power plants have been proposed in Japan.

However, a nincreasing number of these proposals have  been taken off the table and the

number of projects inthe  development pipeline has dropped t0o35. Wi th Japands el
demand in decline , renewables continuing to be rolled out , and the government

determined to restart nuclear power plants, that numb er looks set to decline further.

Most recently, Sumitomo has announced that its proposed Sendai -Takamatsu power plant
will be switched to run on biomass  instead of coal , and J -Power has scrapped a plan to
replace ageing power plants with 1,200 MW of new c oal -fired power generation. 14 This
follows a decision by utility Kansai Electric Power in 2017 to scrap plans to convert its 1,200

MW Ako power station from oil to coal. 46 Also in 2017, the Japanese environment minister
urged Chubu Electric Power to reconsid  er its plans to build a new coal -fired power plant over
concerns that Japan will struggle to meet its commitment emissions reduction targets. 147

Marubeni , by contrast, has the 112 MW Kamisu coal -fired power station under construction.
An original joint vent ure partner, Osaka Gas, pulled out over concerns about carbon
emissions and the prospect of nuclear power restarts. In July 2018, the Japanese Ministry of
Economy, Trade and Industry (METI) announced a policy to restrict the construction of low
efficiency coal -fired power plants, recognising the high carbon emissions of such plants. This

will virtually prohibit the further construction small plants (those below 112.5 MW). 148
Marubeni, in a joint venture with Kansai Electric Power, also has the Akita 1,300 MW coal -fired
power proposal in development planning. With an exp ected commissioning date of 2024

the proposal would seem uncertain given an expected continuation of power demand
decline and further nuclear restarts. Add to this the fact that renewables wil | be more
widespread in Japan and significantly cheaper by 2025, further eating away at the business
model of coal -fired power. The proposal has failed to attract the backing of the environment
ministry. 149

Japanese Financing of Renewable Energy Projects

Public and private finance in Japan is already moving into renewable energy , and more
such activity is likely . Several years of strong domestic investment in solar PV # amounting to
US$2030bn per year fi have given Japanese technology firms and investors impor tant
expertise in the renewables sector . From 2013-2015, Japan was the second -largest installer of
solar PV behind China.

Japanese companies are now taking this expertise overseas. Softbank is seeking to develop
20 GW of solar projects in India ,15° a nation previously dependent on coal  -fired power but
whose fast -paced energy transition will see future capacity expansion dominated by

145 hitps://af.reuters.com/article/commoditiesNews/idAFL3N1S45AN

146 hitps://www.reuters.com/article/us-japan-coal-idUSKBN15G3T3

147 https:/lwww.reuters.com/article/us-japan-environment-coal-idUSKBN1AH3KS

148 https://www.nikkei.com/article/DGXMZ03339145025072018MM8000/

149 hitps://www.bloomberg.com/news/articles/2015-11-13/japan-minister-says-she-won-t-support-2-coal-power-projects

150 hitps://economictimes.indiatimes.com/industry/energy/power/softbank-ilfs-team-up-to-power-20-gw-solar-
parks/articleshow/64347960.cms

Mar ubeni 6s Coal Problem: A Japanese Multinatio3dal 6


https://af.reuters.com/article/commoditiesNews/idAFL3N1S45AN
https://www.reuters.com/article/us-japan-coal-idUSKBN15G3T3
https://www.reuters.com/article/us-japan-environment-coal-idUSKBN1AH3KS
https://www.nikkei.com/article/DGXMZO3339145025072018MM8000/
https://www.bloomberg.com/news/articles/2015-11-13/japan-minister-says-she-won-t-support-2-coal-power-projects
https://economictimes.indiatimes.com/industry/energy/power/softbank-ilfs-team-up-to-power-20-gw-solar-parks/articleshow/64347960.cms
https://economictimes.indiatimes.com/industry/energy/power/softbank-ilfs-team-up-to-power-20-gw-solar-parks/articleshow/64347960.cms

renewable energy. Japanese technology companies have also recently become active in
Vietnambs growing solar mar ket

In 2017, JERAR the joint venture between Tokyo Electric Power Corp. and Chubu Electric

Power Corp i acquired a 10% stake in leading Indian renewables company ReNew Power for

US$200m 152 In a smaller but still significant move, Mit sui and Co. acquired SunEc
commerc ial and industrial rooftop solar division, stating that distributed solar will be a key

growth area in Japan and overseas. 153

Japands financial institutions have also placed si
overseas. Banks especially have been at  tracted to renewable energy infrastructure

investments abroad based on their strong annuity yields backed by long -term PPAs from

mostly highl y-rated utilities. Mitsubishi UFJ Financial Group (MUFJ) and Sumitomo Mitsui

Financial Group have been amongstthe largest lead arrangers globally for clean energy

asset financing in recent years . These two banks in particular have mov  ed into offshore wind

in Europe and are now  moving into the growing Taiwan market. 154 This experience places

these banks in a strong posit ion to support the developing Japanese domestic offshore wind

industry. 155

The Japanese ECAs have also begun to make a transition to renewable energy by funding
new energy projects overseas that utilise Japanese technology and expertise

As well as provid ing funding for the 250 MW wind farm in Egyp t, JBIC and NEXI have also
supported Japanese technology in an Indonesian geothermal project along with major
Japanese banks. Financial close on the 90 MW Rantau Dedap project was reached in March
2018. The main proponent of the project is a consortium that includes Engie, PT Supreme
Energy, Tohoku Electric Power Corp and Marubeni.

JICA has also been active in the renewables space via its Leading Asia Private Infrastructure
Fund (LEAP).2%¢ Thisfund provided US$390 million of debt funding for ReNew Power at the
same time that JERA obtained a 10% stake in the Indi an renewables developer.

LEAPalso provided a US$109 million loan to the 80MW Muara Laboh geothermal project in

West Sumatra, a project being developed by Sumitomo, Engie and Supreme Energy ass isted
by credit guarantees from  NEXI. JBIC is also part of the financing consortium. 57 In addition,
JICA has agreed to provide soft loans worth US$70.4 million through the state -owned
infrastructure financing firm  PT hdonesia Infrastructure Finance to develop renewable power
projects. 158 JICA has also financed the 50 MW Tsetsii Wind Farm in Mongolia, part -owned by
SoftBank5°, and a 200 MW solar PV installation in Jordan. 160

151 hitps://www.pv-tech.org/news/jgc-to-build-49mw-solar-project-in-vietnam-for-ttc-group

152 hitps://energy.economictimes.indiatimes.com/news/renewable/japans-jera-picks-10-per-cent-in-renew-power-for-200-
million/57142052

153 hitp://www.mitsui.com/jp/en/release/2017/1222451_10832.html

154 hitps://cleantechnica.com/2018/06/12/taiwans-120-megawatt-formosa-1-offshore-wind-farm-reaches-financial-close/

155 hitp:/lieefa.orgl/ieefa-update-japan-investing-heavily-overseas-renewables/

156 hitps://www.jica.go.jp/english/news/press/2015/160330_01.html

157 http://www.thinkgeoenergy.com/new-infrastructure-fund-of-adb-funding-109m-for-muara-laboh-geothermal-project/

158 hitps://www.jica.go.jp/english/news/press/2017/171211_01.html

159 hitps://www.jica.go.jp/english/news/press/2016/160928 01.html

160 hitps://www.reuters.com/article/emirates-jordan-renewables/abu-dhabis-masdar-seals-188-min-funding-for-jordan-solar-
project-idUSL8N1PC3RP
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As international pressure on Japanese ECA  financi ng for coal -fired power intensifies, their
support for renewable energy projects ,backing J a p a n 0 s -leadng téctnology , appears
to be increasingly available.

Japanods P dNéewEndrgy leebders

As a global technology leader, Japan is home to a number of companies that have the

pot enti al to become world | eaders in renewable ener
champions. Such companies include leading lithium -ion battery maker Panasonic , which, in

partnership with Tesla, manufactures at the Gigafactory in the U.S. state of Nevada. The

company is planning to double automotive revenues by 2022 and is scaling up its battery -
manufacturing capacity globally.

In addition to its reported intention to invest up to US$100bn in India n solar capacity

SoftBank is intending to pursue a highly ambitious project in Saudi Arabia involving the

construction of 200 GW of solar power capacity. ®This continues SoftBankads
leadership , which also involves plansf or a northeast Asia OsuSoah gri do
Korea, China, Mongolia and Russia. 1%

MHI Vestas, a joint venture between Mitsubishi Heavy Industries and Danish wind turbine

manufacturer Vestas, was launched in 2014 and is a leading global provider of offshore wind
turbines. With turbines installed acr oss the worl dds | eading offshore
Europe, the joint venture is in an ideal position to benefit from the developing Asian wind

markets of Taiwan and Japan, potentially followed by South Korea and India.

A number of Jap angdasesnimgluding Marubang have been expanding into
the rapidly developing overseas offshore wind power markets for years, moves that will allow
them to gain further expertise that will help them develop Japanese offshore wind power
developments that are now on the horizon.

Mitsubishi and its project partners are expected to begin construction of a 950 MW offshore
wind project in the U.K. in 2018. 14 Sumitomo is reportedly close to acquiring a stake in

European offshore wind developments from Engie, 165 adding to its European offshore wind

holdings.

Japanese trading houses are also involved in Tai wart
(Figure 9). In May 2018, Mitsui and Co. acquired a 20% stake in Taiwanese offshore wind

developer Yushan Energy. This wil | all ow the company to benefit fror

drive into offshore wind as the nation turns away from nuclear power and coal and toward
renewables. Mitsubishi Corp. is also working on offshore wind development in Taiwan, and

Mitsui has recently ent ered into a joint venture with major Chinese solar manufacturer GCL -
Poly to invest in new -energy and infrastructure projects. 166

161 hitps://www.reuters.com/article/us-softbank-group-india/japans-softbank-to-invest-up-to-100-billion-in-india-solar-power-
project-nhk-idUSKBN1JA3C8

162 hitps://[www.reuters.com/article/us-saudi-softbank-group/softbank-vision-fund-saudi-arabia-to-create-worlds-biggest-solar-
power-firm-idUSKBN1H40DN

163 https://www.ft.com/content/4b04ed8e-bf8b-11e7-h8a3-38a6e068f464

164 hitps://www.bloomberg.com/news/articles/2018-05-28/-dawn-of-asia-offshore-wind-boom-lures-japanese-trading-houses

165 hitps://www.bloomberg.com/news/articles/2018-04-09/offshore-wind-churns-out-big-bank-payoff-as-deals-jump-to-record

166 hitps://www.pv-tech.org/news/gcl-poly-and-mitsui-team-in-jv-for-new-generation-energy-and-infrastructure
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As a trading house that already has experience in renewable energy installations, Marubeni

has the potential to become one of J apands new energy | eaders. Howe v ¢
company is more closely associated with the construction of coal -fired power plants than

renewable energy capacity.

Taiwan's Energy Shift
Taiwan wants to boost gas and renewable power and reduce coal, nuclear and oil
goals

4

46%
3% ‘

Source: Taiwan Bureau of Energy

Source: Bloomberg , Taiwan Bureau of Energy.

Shareholder Value at Risk

With global investors moving away from coal at an ever -greater pace, risks are growing for
companies that maintain their presence in the coal -fired power sector. These include the risk

of significant financial losses fr om these operations as well as theriskthat a company s
reputation amongst investors deteriorates. There are already important examples of such risks
manifesting themselves within the thermal power sector.

Globally, the financial woes of GE since it doub led down on the thermal  power sector have

been highly prevalent and have led to major losses and significant reputational costs. GE

bought the power business of Alstom (a former consortium partner of Marubeni) in 2015 for

US$10.3bn, significantlyincreasin g t he | atter ds expo¥Udhedealthas coal and
proved to be nothing less than a financial disaster for GE as declining renewables costs have

led to plummeting orders for fossil -fuelled power plants. GE 6 s p o we r profitsvell sy #5686n

in 2017 and GE as a result cut its dividend fi only the second time it has done so since the

Great Depression.

GE is belatedly now predicting that thermal power plant sales going forward will be weak,
and it is preparing for this trend  to last. ¢ A write -down of the Alstom business appears to be

167 https://www.reuters.com/article/us-ge-power/how-general-electric-gambled-on-fossil-fuel-power-and-lost-idUSKCN1G60I3
168 hitps://www.reuters.com/article/us-ge-divestiture/ge-breakup-leaves-it-with-best-and-worst-performers-idUSKBN1JMOZT
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on the cards in the near future. ®The purchases of Al st om, one of GE

ever, was seen as highly strategic at the time given the expected long -term growth of the
thermal power sector. However, the outlook for coal demand and thermal capacity build -
out al most i mmediately soured. GEOG6Gs power equi pment

cut 12,000 jobs in its latest restructuring. 17°

GE-48.94% v
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Source: Thompson Reuters .

Figure 10 shows the shareholder value destruction that began not long after the Alstom

acquisition, which has resulted in the company that
being removed al together from the Dow Jones. The company was a 19 th-century founding

member of the index.

GE was the worst performer on the Dow in 2017 and was repeating the feat in 2018 until it

was dropped from the index. The loss of US$140bn of market value over the last year has

resulted in a plan to divest assets to reset the business and pay down debt in a move that

essentially amounts to a break  -up of the conglomerate. 1t Once restructuring is complete,

the company will bear little resemblance to the corporation it used to be. The comps:
power equipment division is to be kept, in slimmed -down f or m. |l mportantly, GE
energy business, where it is particularly strong in wind power, is to be retained.

Siemens, a key competitor to GE , has also seen renewable energy materially and
unexpectedly reduce demand for its thermal power turbines. Siemens is reportedly
considering the strategic options for its power and gas unit , Which could include a sale or a
combination with a rival. A sale may not be easy given that rivals face similar issues fi a global
downturn in thermal power plant orders as the world turns towar d more and more renewable
energy. With renewable technology set to get cheaper long into the future, power utilities

are unwilling to commit to expensive ¢ oal and gas -based generation. In November 2017,

169 https://www.bloomberg.com/gadfly/articles/2018-01-22/ge-alstom-writedown-could-be-next-shoe-to-drop
170 hitps:/[www.ft.com/content/8eab12bc-795¢c-11e8-bc55-50daf11b720d
171 https:/lwww.afr.com/news/world/ge-becomes-the-last-19th-century-company-kicked-out-of-the-dow-20180620-h11It2
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Siemens announced 6,900 job cuts within  its power and gas division as well as factory
closures.? The company has lowered its forecast for power turbine sales in 2018.

Si emens?®
form par
company?o

CEO has pretvieoucsdmpeasnydsdpavwert tur bine ope
t of its oindustrial core, 0 a major reversseé
s flagship unit.
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Source: Bloom berg .

The companyds situation could have been much wor se.
acquisition of Al stomds power business with an offe

Mitsubishi Heavy Industries and Hitachi. Siemens would have taken the gas turbine business
whilst the Japanese companies would have taken the steam turbine, grids and hydro
businesses.

The fact that Mitsubishi Heavy Industries (MHI) did not take part in the Alstom deal has likely

saved it from worse financial results as well. Even so, MHI has seen declining profitability in its
power systems division , which contributes the majority of the c 0 mp a nogpéraing income.
For the financial year ended 31 March 2017, orders for power system products drop ped 16%
whilst operating income dropped 29%. This year, operating income  has stabilised but orders
have dropped by an additional 17%.

In its latest medium -term businessplan, MHI signalled a structural shift in its thermal power
systems businessand saidt hat it i s as$cale-thoen of oea dfyed thermal business
from 2021 .62 The ongoing impact of renewable energy and environmental regulation

worldwide has led MHI to expect orders for thermal power turbines to dry up by 2020. 17 The
company is responding by restructuringa  nd reducing costs , but it has recognised that coal -
fired power in particular facesa  weak future.

172 hitps:/lwww.bloomberg.com/news/articles/2018-06-13/siemens-said-to-consider-sale-of-flagship-gas-turbine-business
173 Mitsubishi Heavy Industries 2018 Medium-Term Business Plan, May 8 2018, p. 23
174 https://asia.nikkei.com/Business/Companies/Mitsubishi-Heavy-to-shrink-power-business-before-orders-run-dry
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The declining outlook for thermal power, and coal -fired power in particular, has not

surprisingly had a significant impacto  n MHI shareholder value (Figure 12). After tracking the

Ni kkei 225 closely for years, the company®06s share
underperformed the market since the end of 2015. Global shareholders, including those of

Marubeni (see Annexure 1), are likely to have significant, growing concerns about companies

that maintain their presence in the coal -fired power sector given the deep financial impacts

and value destruction being  created by disruptive renewable energy technology.

The lesson from the poor performance of companies such as G E, Siemens and MHI is that any

delay in a company06s transition away from coal wil/
value.

Thismessage is also reinforced by the performance of power utilities such as Engie that have
underperformed the market due to late action on transition away from coal and toward
renewabl es. E n g i its dnderperrengnoerhasdeeh an accelerated disposal of

coal -fired assets globally with the company now no longer operating any coal -fired power
plants in the Asia-Pacific region.

Mar ubeni sharehol ders such as Bl ackRock, the compar
increasingly wary of the risks of remaining in the coal development business going forward. In

his January 2018 letter to CEOs, Larry Fink, CEO of BlackRock ,note d t hsmdiety increasingly

is turning to the private sector and asking that companies respond to broader societal

challenges 6'75, citing environmental imp  acts as being amongst the issues companies must

address.

Despite being a diversified conglomerate,  Marubeni would do well to be mindful  of these

shareholder value impacts and should take steps to move away from coal sooner rather
than later to avoid the type of value destruction experienced by some of its peers.
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Unfortunately, rather than moving away from coal, Marubeni currently appears to be
seeking further opportunities in the sector

Marubeni is part of a consortium set to build a A$500m (US$372m) coal -to -hydrogen
demonstration project in Victoria, Australia. The
and storage (CCS) butif it were to be commercialised and expanded in the future then CCS

would be needed in order for the hydrogen produced and shipped to Japan to be

considered oOclean . 1% The CCS element is particularly fraught with risk , as demonstrated by

the failed Kemper coal plantinthe U.S.  , where ballooning costs and delays re  sulted in the

cancellation of the coal gasification and carbon capture element of the project.

Shareholders were required to absorb US$6.4bn in losses. 177

Mar ubeni 6s i nv ol vtehydrogen project irmAustraliadomes as Siemens is
already piloting hydrogen production from renewable energy there .28 The role of hydrogen
in the global energy markets of the future is still uncertain. However, given the unproven

status of CCS, it would seem that  producing hydrogen from renewable energy is already the
more prudent way forward. This  fact further demonstrates why Marubeni should increase its
focus on renewable energy as the financial and reputational risks surrounding the coal sector
continue to increase.

Thankfully , Marubeni is an increasingly significant player in the renewables space globally,

providing an excellent basis for the company to move forward and create a power business
fit for the rest of this century.

Marubeni and Renewable Energy

Ma r u b e2017&nnual report identifies development of renewable energy in both

developed and developing countries as a key opportunity for the company. It also note s

t hat offshore wind installation is already ofe of t
Furt her mor e, Mar ubeni 6s Chair man, Teruo Asada, has
to encourage domestic renewable energy investment fi a promising sign that the company is

preparing for a future power system based on clean energy sources. 180

T he ¢ omp dfshgréweind experience overseas gives Marubeni the potential to exploit

opportunit ies domestically as the Japanese market develops. Marubeni has been active in
offshore wind in Europe for a number of years and has only recently sold its share of the

Weste rnmost Rough offshore wind project  in Britshwatert o Macqguari eds Green 1| n
Group . It is also thought to be divesting its holding in the Gunfleet Sands offshore project

Marubeni stated after the sale of its Westernmost Rough stake that it intended to increase its

renewable energy capacity to 20%, up from 10%. 181

176 hitps://www.smh.com.au/business/the-economy/reality-check-on-a-half-billion-dollar-brown-coal-hydrogen-project-
20180412-p4z98n.html

177 https://lwww.elp.com/articles/2018/02/kemper-plant-once-clean-coal-model-ends-in-shareholders-eating-losses.html

178 hitps://www.siemens.com/au/en/home/company/press-centre/hydrogen-demonstration-park.htmi

179 Marubeni Integrated Report 2017, p. 78

180 hitps://www.reuters.com/article/us-japan-energy-idUSKCN1020XH

181 hitps://www.reuters.com/article/us-britain-windpower/macquarie-group-unit-buys-stake-in-uks-westermost-rough-wind-
farm-idUSKBN1H315L
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Growing interest from institutional investors in European offshore wind farms has led to a surge

in transactions with a record US$9.4bn  in pro ject stakes being sold in 2017 , up 77% on the yea r
before. 182 Many of these investors are attracted by the large scale of these projects and the
prospect of long -term, stable cash flows . This increased activity is a strong sign of a maturing
industry that will provide Marubeni and other developers plenty o f further opportunities

globally . Marubeni has already turned its attention to the fast -developing Taiwan offshore

wind industry. 8 Marubeni is also part -owner of Seajacks International Ltd., a U.K. -based
offshore wind installer that is seeking to expand it s operations globally. 84

Although offshore wind development in Japan has been slow to date , the government is

now working on legislation that should help the sector take off in the near future. ®*Japanos
biggest utility, TEPCO, has recently announced a shift away from baseload generation with a

plan to build 6 to 7 GW of renewable power both in Japan and abroad. This will include

significant investment in Japanese offshore wind. 186

Marubeni is well placed to use its experience gained in the Europe in the domestic market
and already has two projects off the coast of the northern prefecture of Akita. The company
has been among those experimenting with floating offshore wind for a number of years, a

technology that is likely to play a major role in the often -deep waters off the coast of
Japan. ¥l n January 2018, Marubeni signhed a cooperation
to collaborate on fixed and floating offshore wind projects in Japan. 188

Source: Bloomberg New Energy Finance

182 hitps:/[www.bloomberg.com/news/articles/2018-04-09/offshore-wind-churns-out-big-bank-payoff-as-deals-jump-to-record
183 https://asia.nikkei.com/Business/Companies/Marubeni-to-build-offshore-wind-farm-in-Taiwan
184 hitp://www.seajacks.com/about-seajacks/investor-relations/
185 hitps://www.bloomberg.com/news/articles/2018-05-28/-dawn-of-asia-offshore-wind-boom-lures-japanese-trading-houses
186 hitps://reneweconomy.com.au/japans-tepco-plans-7gw-renewables-roll-out-in-pivot-away-from-nuclear-
72286/?utm_source=RE+Daily+Newsletter&utm_campaign=0b4f803a37-
EMAIL_CAMPAIGN_2018 07_26_03_38&utm_medium=email&utm_term=0_46a1943223-0b4f803a37-40324
187 https://www.marubeni.com/en/news/2015/release/20150622e.pdf
188 http://renews.biz/109859/statoil-marubeni-ink-offshore-pact/
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