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NRG Energy, Inc. [NYSE:NRG]: Due to the company’s FAILURE to:

● Align its decarbonization trajectory with IEA’s 2035 deadline for net zero emissions from electricity production
in advanced economies, and

● Commit to phasing-out coal and limiting natural gas investments in alignment with a Below 2°C scenario or a
1.5°C scenario.

 

Vote AGAINST:

● Chair of the Board Lawrence S. Coben (Item 1d)
● Chair of the Governance and Nominating Committee Heather Cox (Item 1e)

 

The physical and financial risks posed by climate change to long-term investors are systemic, portfolio-wide, unhedgeable and
undiversifiable. Therefore, the actions of companies that fail to align to limiting warming to 1.5°C pose risks to the financial system as a
whole, and to investors’ entire portfolios. See www.proxyvoting.majorityaction.us for more information regarding Majority Action’s Proxy
Voting for a 1.5°C World initiative and the transformation required in key industries.
 
NRG Energy (“NRG”) has the ninth-highest CO2 emission rate among public/private owned electric power producers in the U.S.1
while generating the fourteenth-most electricity.2 NRG’s generation capacity portfolio is primarily fossil gas-fueled,3 and the company
relied on fossil gas and coal, combined, for 89% of its total generation in 2022.4 The company is among the 167 target companies named by
Climate Action 100+ as the most significant global emitters and “key to driving the global net zero emissions transition.”5
 
Electric power production is responsible for nearly one-third of energy-related carbon emissions in the United States.6 The largest
publicly-traded electric utilities remain among the largest sources of carbon emissions in the U.S. economy.7 Their capital investments in
fossil fuel-based electric power infrastructure have the potential to lock in greenhouse gas emissions for decades to come. In addition to
curbing a direct source of emissions, the decarbonization of electricity production also enables the decarbonization of the transportation and
industrial sectors as electrification efficiencies are implemented.
 
Failure to set ambitious decarbonization targets in line with 1.5°C pathways, and to align companies’ business plans and policy
influence to those targets, is a failure of strategy and corporate governance, for which long-

  



 
term investors should hold directors accountable. Specifically, the board chair and lead independent director, where the position exists,
should be held responsible at companies where fossil fuel-related activities are central to the core business, thus denoting the strategic
implications of emissions reductions.
 
In 2023, we have updated our metrics to more closely align with the Climate Action 100+ Net Zero Benchmark Indicators for the
power generation sector, while still focusing on the three core pillars of target setting, capital allocation, and policy influence. This allows for a
more standardized assessment across companies that is broadly accepted by investors.
 
 
Target setting

Climate Action 100+ Net Zero Benchmark Indicators

Disclosure Indicator 1.1 The company has set an ambition to achieve net zero GHG emissions by 2050 or

sooner.
—

Disclosure Indicator 1.1A The company has made a qualitative net zero GHG emissions ambition statement that

explicitly includes at least 95% of its scope 1 and 2 emissions.
✔

Disclosure Indicator 1.1B The company’s net zero GHG emissions ambition covers the most relevant scope 3 GHG

emissions categories for the company’s sector, where applicable.
X

Disclosure Indicator 3.1 The company has set a target for reducing its GHG emissions by between 2026 and

2035 on a clearly defined scope of emissions.
X

Disclosure Indicator 3.2 The medium-term (2026 to 2035) GHG reduction target covers at least 95% of scope 1

& 2 emissions and the most relevant scope 3 emissions (where applicable).
X

Disclosure Indicator 3.2A The company has specified that this target covers at least 95% of its total scope 1 and 2

emissions.
X

Disclosure Indicator 3.2B If the company has set a scope 3 GHG emissions target, it covers the most relevant

scope 3 emissions categories for the company’s sector (for applicable sectors), and the

company has published the methodology used to establish any scope 3 target.

X

Disclosure Indicator 3.3 The target (or, in the absence of a target, the company’s latest disclosed GHG emissions

intensity) is aligned with the goal of limiting global warming to 1.5°C.
X

  



 
 
NRG has set a net zero by 2050 GHG emissions ambition that includes its scope 1 and 2 emissions. However, the company remains without
a net zero ambition that covers its relevant scope 3 emissions. NRG’s relevant scope 3 emissions include the fossil gas that it sells to over
one million customers8 and the significant upstream methane emissions from its use of fossil gas in power production.9 NRG is a laggard to
its peers that have incorporated these scope 3 carbon emissions into net zero goals.10 11

 
NRG also lacks a medium-term GHG emissions target. The company's target of a 50% reduction in GHG emissions by 202512 is not 1.5°C
aligned, according to the company’s most recent Climate Action 100+ assessment.13 Similarly, NRG’s 2020 carbon intensity of 0.62 MT
CO2/MWh was well over the 0.44 necessary for alignment with a 1.5°C pathway.14 Given that the company’s emissions increased in 2021
due to the higher power demand following the easing of COVID-19 pandemic lockdowns and the associated economic recovery,15 NRG
must reduce emissions at a more ambitious pace than implied by its current decarbonization trajectory in order to come into alignment.
 
 
Capital allocation and investment plans

Climate Action 100+ Net Zero Benchmark Indicators

Capital Allocation Alignment

Assessment (Carbon Tracker) 1: Coal

Phase-Out

Has the company announced a full phase-out of coal units by 2040 that is consistent

with Carbon Tracker Initiative's (CTI’s) interpretation of the International Energy

Agency’s (IEA’s) Beyond 2°C Scenario (B2DS)?

X

Capital Allocation Alignment

Assessment (Carbon Tracker) 2: Gas

Phase-Out

Has the company announced a full phase-out of gas units by 2050 that is consistent

with CTI's interpretation of the IEA’s B2DS? X
 
NRG has not announced a full coal phase-out in compliance with a Below 2°C scenario, let alone a 1.5°C scenario which would require even
faster closure timelines.16 The company’s most recent coal closure announcement came in 2021 when NRG announced that it would cease
coal combustion by the end of 2028 at its domestic coal units outside of Texas. The company’s coal-fired units in Texas will continue to
operate without projected end dates. Notably, NRG’s closure of its plants outside of Texas resulted from its need to comply with a revised
U.S. Environmental Protection Agency guideline for electric generating facilities.17

 
NRG attributes its 2014-2022 emissions reductions to its shift from coal to natural gas as a primary fuel. Accordingly, 48% of the company’s
operating and planned gas capacity is misaligned with a Below 2°C scenario or a 1.5°C scenario, according to its Climate Action 100+
assessment.18 NRG projects fossil gas to comprise at least 28% of the company’s 2025 fuel mix.19

 
 

  



 

Policy influence

Climate Action 100+ Net Zero Benchmark Indicators

Climate Policy Engagement Alignment

(Influence Map) 1: Organization Score

The level of company support for (or opposition to) Paris Agreement-aligned climate

policy.
50%

Climate Policy Engagement Alignment

(Influence Map) 2: Relationship Score

The level of a company’s industry associations’ support for (or opposition to) Paris

Agreement-aligned climate policy.
75%

 
NRG’s engagement on U.S. climate policy remains mixed. While NRG has committed to Paris Agreement-aligned lobbying expectations for
its trade associations, the company itself has not made a specific commitment to conduct all of its lobbying in line with the Paris
Agreement.20 The company maintains an active lobbying presence at the U.S. state level, having demonstrated both negative and positive
positions on climate-related policy.21

 

Conclusion: NRG has failed to align its decarbonization trajectory with IEA’s 2035 deadline for net zero emissions from electricity
production in advanced economies and to commit to phasing-out coal and limiting natural gas investments in alignment with a
Below 2°C scenario or a 1.5°C scenario. Therefore, we recommend that shareholders vote AGAINST Chair of the Board Lawrence
S. Coben (Item 1d) at the company’s annual meeting on April 27, 2023.
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