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SOEs: Big, diverse and key to climate

1.

Fossil fuel producers: NOCs, coal, etc.
- big Scope 3 emissions + some Scope 1 (methane, CO,)

Power companies: generators, grid operators, IPP
purchasers

- big Scope 1 emissions

Energy users: heavy industry (cement, steel, etc.);
transport (airlines, urban transport systems)
some Scope 1 and 2 emissions

Financial institutions: state-owned banks, export
credit agencies, pension funds, MDBs,



SOEs among ‘Top 10’ energy emitters
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SOE power generation share by region
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SOEs own a large share of ...




SOEs own a large share of both high and zero carbon

Ownership of fossil fuel Ownership of ‘zero-carbon’
generation capacity generation capacity

(hydropower, other utility-scale renewables and
nuclear)
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SOEs: key for resilience

,wr Y,

(
{

_,-—-"4\ 4 A =l iz
Wx

4_\.

'—. %

-..I- ,_l*.‘: )

X



NOCs: an SOE case apart under energy transition

» Fuel switching goes to core of business
» "Existential” question
» Scope 3 vs Scope 1 emissions

» Big Impact on budgetary revenues



SOEs differ from private sector companies

Private Shareholders

Enterprise

Profit-maximization
for shareholder equity

Government
Shareholder

Enterprise

» Pricing drivers
(carbon price)

Economic
development

Employment

Social
development

Access

Profit-
generation

» Multiple drivers
and levers




SOEs:

» “Controversial” economic actors
» “SOE reform”

2015 VII. State-owned enterprises and

OECD Guidelines sustainability  5qog
on Corporate Governance

of State-Owned (NEW CHAPTER)
Enterprises

2015 EDITION

Eﬁiciency

0 scating and clanfyng sharehokders’ expeciations on sustamab 12
dialogue with the boards, with due consideratien for stakeholder interests;

3. Assessing, menitoring and reporting on sustainability chjectives and performance of S0Es on
a regular basis.

B. The state should expect S0E boands to adequately consider sustainability risks and opportunities
when fulfiling their key functions. The following prerequisites are essential for ensuring effective
sustainabiity management at enterprise lewel:

1. S0E boards shoukd develop, implement and disclose sustainability-related strategies.
objectives and targets based on verfiable metrics, and in line with sharehobders' expectations,
applicable legal and regulatory requirements:

2. S50Es should integrate sustainability considerations. into their risk management and intemal

control systermns;
3. S50E boards should effiectively assess and monitor management performance, inchading on
sustainabdity. Where SOE boards introduce specific remuneration schemes, such incentives

e» OECD should be carefully balanced and linked to relevant and material risks and the company's




Climate policy toolkit: Market-based instruments

* Carbon taxes

* Emissions trading systems



Targeted Direct — Exercising Shareholder Power

» Formal directives through Board resolutions and instructions
» CEO/Senior management appointments/dismissals

» Informal discussions with senior management



Targeted Direct — Exercising Shareholder Power

» Formal directives through Board resolutions and instructions
» CEO/Senior management appointments/dismissals

» Informal discussions with senior management

» Changes to subsidy/budgetary support from government

» Mandating/prompting operational changes:
» shadow carbon pricing
» portfolio standards/carbon intensity requirements

» improvement of carbon accounting and climate risk management
standards

» Capacity training/enhancement



Targeted Indirect — Gov. support to SOEs

» Associated infrastructure (e.g., transmission line to RE site)
» Preferential financing/lending terms

» Coordinated R&D

» Expedited administrative actions: permitting, imports, etc.
» Price adjustments upstream or downstream of SOE

» Nurture new SOE clean energy market entrants



SOEs - effective vehicles for decarbonization?

» Can potentially be effective where:
* Well resourced
* Strong operational and financial capacities
* Dominant position

* Policy alignment/commitment at political and
corporate levels



To advance climate action,

embrace your SOEs
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Government shareholders, wasted resources and climate ambitions: why
is China still building new coal-fired power plants?
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