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In conjunction with the update of the Climate Transition Bond Framework
(hereinafter, the “Framework”), the Second Party Opinion (hereinafter, the
“SPQ") has been revised and updated as Revision-1.

The main updates to the SPO are as follows.

- Update of applicable standards: Updated to the 2025 Edition of the
Basic Guidelines on Climate Transition Finance (Financial Services
Agency, Ministry of Economy, Trade and Industry, Ministry of the
Environment) and the Green Bond Guidelines 2024 (Ministry of the
Environment)

- Addition of greenhouse gas reduction targets: Revised the Plan for

Global Warming Countermeasures, added GHG reduction targets for 2035

and 2040 in conjunction with the formulation and cabinet approval of the
7th Strategic Energy Plan and the GX 2040 Vision

- Addition of eligibility criteria and use of proceeds (eligible projects):

Added new projects as required based on the progress of each project
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Disclaimer

Our assessment relies on the premise that the data and information provided by Issuer to us as part of our review procedures have been
provided in good faith. Because of the selected nature (sampling) and other inherent limitation of both procedures and systems of internal
control, there remains the unavoidable risk that errors or irregularities, possibly significant, may not have been detected. Limited depth of
evidence gathering including inquiry and analytical procedures and limited sampling at lower levels in the organization were applied as per
scope of work. DNV expressly disclaims any liability or co-responsibility for any decision a person or an entity may make based on this
Statement.

Statement of Competence and Independence

DNV applies its own management standards and compliance policies for quality control, in accordance with ISO/IEC 17021:2011 - Conformity
Assessment Requirements for bodies providing audit and certification of management systems, and accordingly maintains a comprehensive system
of quality control, including documented policies and procedures regarding compliance with ethical requirements, professional standards and
applicable legal and regulatory requirements. We have complied with the DNV Code of Conductl during the assessment and maintain independence
where required by relevant ethical requirements. This engagement work was carried out by an independent team of sustainability assurance
professionals. DNV was not involved in the preparation of statements or data included in the Framework except for this Statement. DNV maintains
complete impartiality toward stakeholders interviewed during the assessment process.

1 DNV Code of Conduct is available from DNV website (www.DNV.com)
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Executive Summary

Environmental initiatives of the Government of Japan:

The Government of Japan regards the actions against climate change, which includes
extreme weather on a global scale and increasing large-scale natural disasters, as a
challenge common to all humankind and announced in April 2021 an ambitious target
consistent with carbon neutrality * by 2050 to reduce GHG emissions by 46% in FY2030
(compared to FY2013) and to take up the challenge of achieving a further 50% reduction,
which was determined as Japan's NDC (Nationally Determined Contribution) in October
2021.

Furthermore, the Government of Japan updated the framework described below in June

2025, revised the Plan for Global Warming Countermeasures and added GHG reduction

targets for 2035 and 2040 as shown in the table below, in conjunction with the

formulation and cabinet approval of the 7th Strategic Energy Plan and the GX 2040 Vision.
*1 This means subtracting the “absorptions”* of CO, and other greenhouse gases through afforestation, forest

management, etc. from the “emissions™ to bring the total to virtually zero. "Artificial amount (from the Ministry
of the Environment's Decarbonization Portal)

Target GHG reduction targets
REINERS
year (compared to FY2013)
£Y2030 46% reduction (challenge to Conventional target
achieve further 50% reduction)
FY2035 60% reduction Added
FY2040 73% reduction Added
Carbon neutrality by 2050 Conventional target

The Government of Japan has positioned its actions against climate change as Green
Transformation (hereinafter, “GX"), a shift in industrial and social structures from
dependence on fossil energy since the Industrial Revolution to a focus on clean energy.
The Government and private sector are now cooperating to achieve decarbonization. In
particular, the Government of Japan is working towards an early transition to a
decarbonized society by supporting investments that lead to decarbonization in the power
generation, industrial, transport and household sectors.

Issuance of Climate Transition Bond:

In pursuing these environmental initiatives, the Government of Japan (hereinafter, the
“Issuer”), as the issuer of the Green Transformation Economy Transition Bond and the
Climate Transition Bond (hereinafter, the “GX Economy Transition Bonds” or “Climate
Transition Bond”), intends to create new demand and market in the decarbonization
sector, including stable supplies of clean energy by making maximum use of
decarbonization- related technologies in Japan, in order to strengthen Japan's industrial
competitiveness and achieve economic growth.

The Issuer has been working with international sustainable finance initiatives. Specifically,
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the Issuer has developed and updated various guidelines (e.g., Green Bond Guidelines,
Basic Guidelines on Climate Transition Finance) and provided various types of support to
develop sustainable finance in Japan, utilizing international sustainable finance principles,
etc. As a result, the private sector’s initiatives in sustainable finance are steadily
expanding, and the desired outcomes are being achieved.

The Issuer issued the first Climate Transition Bond in February 2024 and plans to issue
continuously in order to promote initiatives to meet the international commitments
described above. The proceeds from the Climate Transition Bond are planned to be used
mainly for the private sector’s projects related to new technologies and businesses that will
lead to innovations contributing to decarbonization. The Issuer has established the Climate
Transition Bond Framework (hereinafter, the “Framework”) in November 2023 to ensure
that the Climate Transition Bond is issued in a manner consistent with internationally
recognized principles and guidelines. This time, the Issuer updated the Framework in June
2025 and added new projects as required based on the progress of each project, along
with new mid-term goals.

External review by an independent evaluation body:

DNV Business Assurance Japan K.K. (hereinafter, “DNV") assessed the eligibility of the
Framework as an independent third-party evaluation body to provide an external review
recommended in the following principles and guidelines. The relevant books recommended
to be referenced in each framework were cited as appropriate to provide the eligibility
assessment.

Climate Transition Finance Handbook (CTFH), International Capital Market Association
(ICMA), 2023
Basic Guidelines on Climate Transition Finance (CTFBG), Financial Services Agency,
Ministry of Economy, Trade and Industry, Ministry of the Environment, 2025
Green Bond Principles (GBP), International Capital Market Association (ICMA), 2021

- Green Bond Guidelines (GBGL), Ministry of the Environment, 2024
A summary of the eligibility assessment against the common elements set out in the above

principles and guidelines, etc., is presented below separately for CTF (CTFH/CTFBG) and GBP
(GBP/GBGL Transition Bonds with use of proceeds).
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<CTF eligibility assessment results>

DNV has identified the following based on the materials and information provided by the
Issuer. CTF-1 to CTF-4 below are the findings and DNV'’s opinion on the four common
elements of CTFH and CTFBG (disclosure elements) required by the Issuer's transition
strategy etc.

CTF-1. Issuer’s Climate Transition Strategy and Governance:

Climate Transition Strategy:
The Issuer's Climate Transition Strategy (hereinafter, the “Transition Strategy”) is
consistent with the Paris Agreement’?, which sets a long-term goal of carbon neutrality
by 2050 and mid-term goals of 1) 46% reduction in GHG emissions by FY2030
(compared to FY2013), 2) 60% reduction by FY2035, and 3) 73% reduction by FY2040,
and is scientifically based. Each mid-term goal is set with FY2013 as the base year and
2050 as a linearly interpolated carbon-neutral trajectory.

The Transition Strategy has been established and updated based on the revisions etc. of
the Plan for Global Warming Countermeasures > updated in February 2025, Japan's NDC
(Nationally Determined Contribution)™, the Strategic Energy Plan™® and the long-term
strategy as a growth strategy based on the Paris Agreement™®, etc. and has specific
actions to realize the above-mentioned long-term and mid-term goals. In addition, the
Sector-Specific Investment Strategies™” were updated in December 2024 and the GX
2040 Vision® was formulated in February 2025, and outlined a longer-term direction for
2030 and beyond to enhance the predictability of investments towards GX. The fact that
the direction for 2030 and beyond is outlined, which was recommended in the SPO for
the previous Framework, is evaluated as progress in addressing the disclosure elements
required by the CTFH. These initiatives contribute to the SDGs™ and a Just Transition”*°.

In addition, the Government of Japan has committed to contributing to and promoting
the decarbonization of not only Japan but also Asia and the rest of the world in its GX
2040 Vision. Amid growing global demand for transition finance, promoting transition in
collaboration with various stakeholders is also valued from the perspective of building the
technology and financial value chains necessary for implementing transition strategies.

Governance:
The above plans and strategies, which form the basis for strategy implementation, will
be updated annually or through regular follow-up and revision. In particular, in the
event of major changes to the Plan for Global Warming Countermeasures, which is part
of the fundamental elements of the strategy, or to the Strategic Energy Plan, the
Transition Strategy and initiatives for its realization will be reviewed based on
discussions between the GX Implementation Council chaired by the Prime Minister,
relevant ministers, and experts, etc.

Based on the above, DNV judges that the Climate Transition Bond satisfies the element
required by CTF-1 that it “should be directed towards achieving a GHG reduction
strategy in line with the goals of the Paris Agreement.”

*2  New international framework for GHG emission reduction etc. since 2020, adopted at the 2015 United
Nations Climate Change Conference (COP21) and entered into force in 2016, replacing the Kyoto Protocol;
https://www.mofa.go.jp/mofaj/ic/ch/pagelw_000119.html
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Government’s comprehensive plan based on the Act on Promotion of Global Warming Countermeasures;
https://www.env.go.jp/earth/ondanka/domestic.html

GHG emission reduction targets set by each country under the Paris Agreement, which must be submitted and
updated every five years; https://www.env.go.jp/earth/earth/ondanka/ndc.html

Formulated by the Government in accordance with the Basic Act on Energy Policy to set the basic direction of
energy policy; https://www.enecho.meti.go.jp/category/others/index.html

The strategy is developed by the Government as a long-term low emission development strategy based on the
provisions of the Paris Agreement (Article 4.19) and presents the basic approach, vision, etc. towards carbon
neutrality in 2050; https://www.env.go.jp/earth/ondanka/keikaku/chokisenryaku.html

“Sector-Specific Investment Strategies” as Effort for Specifying Investment Promotion Measures for the
Realization of GX; https://www.meti.go.jp/english/press/2024/1227_001.html

Revision of GX 2040 Vision *“Strategy for Promoting the Transition to a Decarbonized Growth Economy” (GX
Promotion Strategy); https://www.meti.go.jp/press/2024/02/20250218004/20250218004.html

Sustainable Development Goals (SDGs) is an international goal consisting of 17 goals and 169 targets to be
achieved by 2030, when a pledge was made to “leave no one behind” on the planet;
https://www.mofa.go.jp/mofaj/gaiko/oda/sdgs/about/index.html

As defined by ICMA, “Just Transition” aims to ensure that the substantial benefits of the transition to a green
economy are widely shared, while supporting those who stand to suffer economic disadvantages (including
countries, regions, industries, communities, workers and consumers). The concept is tied to the United Nation’s
SDGs; https://www.fsa.go.jp/news/r2/singi/20210507_2/03.pdf

Page 7 of 146



DNV

CTF-2. Business Model Environmental Materiality:

Environmental materiality:
The Issuer recognizes that the manufacturing sector accounts for approximately 20% of
Japan’s GDP and is a key sector of the economy, that Japan’s energy self-sufficiency
rate is 13.3% (FY2021) and the country is still dependent on energy resources from
overseas, though it has gradually increased (recovered) since the Great East Japan
Earthquake and reached 15.2% in FY2023, and that changes in the international
energy situation since 2022 is making energy security challenges in business activities
and people’s lives more apparent.

In this context, DNV believes that the GX can be positioned as an important industrial
and energy policy, which is environmental materiality, to shift the industrial and social
structure to focus on clean energy, making maximum use of decarbonization-related
technologies owned by Japanese companies, in order to achieve a stable energy
supply, promote decarbonization and economic growth.

Scenario considerations:
In advancing the GX, the Issuer classifies the sectors mainly related to GHG ! emissions
into “energy supply side (energy conversion sectors such as power generation)” and
“energy demand side (household and industrial sectors).” The Issuer has further
developed GHG (CO;) emission reduction image etc. for major emission sectors (11
sectors in total, including power generation, industrial and transport sectors) by making
the roadmap for the promotion of transition finance™? consistent with various
governmental measures and scenarios (e.g., IEA™3, IPCC™*, SBTi"%°).

Based on the above, DNV judges that the Climate Transition Bond satisfies the element
required by CTF-2 that “the transition strategy should relate to the environmentally material
aspects of the issuer's business model and take into account several future scenarios that
could influence the decision on current materiality.”

*11 GHG: Green House Gas

*12 A specific direction of transition towards achieving carbon neutrality in 2050 for GHG and other emitting
industries, developed by the Ministry of Economy, Trade and Industry;
https://www.meti.go.jp/english/policy/energy_environment/transition_finance/index.html

*13 The International Energy Agency (IEA) was established in 1974 as an autonomous agency within the OECD;
https://www.iea.org/

*14 IPCC: Intergovernmental Panel on Climate Change; https://www.ipcc.ch/

*15 SBTi: Science Based Targets initiative
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CTF-3. Climate Transition Strategy to be Science-based Including Targets and
Pathways:

Science-based strategies, targets, and pathways:
The Issuer's Transition Strategy is defined by scientifically-based CO. reduction targets
and pathways consistent with the Paris Agreement. Specifically, the Issuer has set
targets and pathways based on the strategies and plans described in CTF-1, and index
and quantify mid-term (FY2030, FY2035, and FY2040) and long-term (FY2050) goals
for (total) GHG emission reduction in Japan, together with the base year (FY2013).

In particular, the means to achieve the mid-term (FY2030 and FY2040) goals are
published for each industrial sector in the global warming countermeasures. These
targets, pathways and means of achieving the targets have been discussed through a
number of meetings consisting of experts and academics, and the results have been
disclosed in detail in official documentation and information.

In addition, the Government is also working on a strategy to invest more than JPY 150
trillion to achieve the GX targets by incentivizing GX promotion through the future
introduction of carbon pricing *® and through blended finance that combines public and
private investments, including the GX Economy Transition Bonds.

Based on the above, DNV judges that the Climate Transition Bond satisfies the element
required by CTF-3 that “the issuer’s transition strategy should be based on science-based
targets and pathways towards transition.”

*16 A policy instrument putting a price on carbon in order to change the behavior of emitters. Broadly speaking,

there are five typologies: carbon taxes, domestic emissions trading, credit trading, market mechanisms by
international organizations and internal carbon pricing; https://www.env.go.jp/earth/ondanka/cp/index.html
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CTF-4. Implementation Transparency:

Investment plan:
The Issuer discloses the basic investment program for the implementation of the
Transition Strategy. Specifically, the investment plan is to provide upfront investment
support™'” (GX Economy Transition Bonds) in the amount of approximately JPY 20
trillion as government support over the next 10 years in order to lead to an overall
public-private investment of over JPY 150 trillion over the same period starting in 2023.
The Issuer has issued a total of six Climate Transition Bond in FY2023-2024, worth
approximately JPY 3 trillion.

The main investment destinations of the Climate Transition Bond are the “promotion of
non-fossil energy (JPY 6-8 trillion),” “industrial restructuring and radical energy
conservation in a combination of supply and demand (approximately JPY 9-12 trillion),”
and “resource recycling and carbon fixation technologies (approximately JPY 2-4
trillion).” These investment programs are disclosed in the Framework, the “Basic Policy
for the Realization of GX,” etc. as necessary information for dialogue with the market.

The investment destinations of the GX Economy Transition Bonds (approximately JPY
20 trillion) include capitals for subsidies, investments, debt guarantees, tax credits,
etc. according to the business risk (technical risk, market risk, etc.) of each
field/technology from research and development to social implementation for green
projects classified mainly under the GBP/GBGL (e.g., renewable energy sector, energy
conservation (energy efficiency) sector and activities that should be undertaken at
present for future carbon neutrality (e.g., initiatives for phasing out fossil fuel use, the
utilization of nuclear power). In addition, these supports may include not only capital
expenditures (CapEx) but also operating expenses (OpEXx).

Just transition, mitigation of negative impact, avoidance of lock-in:
The Issuer plans to ensure that Just Transition, mitigation of negative impacts™*® and
avoidances of lock-in"!° are in place in the “Basic Policy for the Realization of GX” and
the selection process of investment destinations (eligible projects). Specifically, the
policy for Just Transition is set out in the “Basic Policy for the Realization of GX" as
“Promoting GX for entire society (section 5).” In addition, with regard to mitigation of
negative impacts and avoidance of lock-in, it is to be confirmed in the selection
process of investment destinations (eligible projects) that they do not fall under the
pre-defined exclusion criteria and that they are consistent with the GHG reduction
roadmap.

In addition, as part of those initiatives to ensure a just transition under the GX 2040
Vision, the Issuer will continue to address various impacts arising from industrial
restructuring accompanying the promotion of GX.

Based on the above, DNV judges that the Climate Transition Bond satisfies the element
required by CTF-4 that “the dialogue with the market on the provision of green,
sustainability and sustainability-linked finance intended to finance the issuer's transition
strategy should, as far as possible, also have transparency with regard to the investment
program including capital and operating costs.”

*17 This is the very positioning of the “GX Economy Transition Bonds,” which are designed to boost private
investments in order to realize GX investments over JPY 150 trillion in a coordinated public-private partnership.
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*18 Adverse environmental and social impacts associated with the implementation of eligible projects (e.g., adverse
impacts on the surrounding area, such as noise and vibration associated with construction, adverse impacts on
ecosystems due to land modification, changes in marine ecosystems)

*19 Lock-in refers to carbon lock-in, a measure that avoids the continuation of systems that use large amounts of
fossil fuels or delay or hinder the transition to alternative energy sources that lead to low-carbon and
decarbonization; https://www.smfg.co.jp/sustainability/materiality/environment/business/pdf/tfp_j.pdf
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<GBP eligibility assessment results (transition bonds with use of proceeds)>

DNV has identified the following based on the materials and information provided by the
Issuer. GBP-1 to GBP-4 below are the findings and DNV’s opinion on the four elements
(including GBGL) required to properly manage transition bonds with use of proceeds.

GBP-1. Use of Proceeds:

The Issuer classifies the use of proceeds into eligibility criteria and defines projects that
directly or indirectly contribute to the realization of the Transition Strategy and targets as
eligible projects. Specifically, the eligibility criteria are categorized as shown in Table-1 and
the proceeds are allocated to the support required for these economic activities as a new
expenditure, such as capital investment and research and development expenditures
required for the implementation of eligible projects, or refinance™ to existing
expenditure. DNV, through its assessment of the Issuer, has confirmed that eligible
projects based on these eligibility criteria are consistent with the elements of CTF-1 to
CTF-4. Eligible projects are assessed by the Issuer to have clear environmental benefits on
the Issuer's Transition Strategy and are expected to make a direct or indirect contribution
to the SDGs.

Eligible projects include green projects classified mainly under the GBP (e.g., renewable
energy sector, energy conservation (energy efficiency) sector) and activities that should be
undertaken at present for future carbon neutrality (e.g., initiatives for phasing out fossil
fuel use, the utilization of nuclear power).

Based on the above, DNV judges that the Climate Transition Bond satisfies the element
required by GBP-1 that “the issuer must use the proceeds for eligible projects that provide

clear environmental benefits?!.”

*20 Refers to the reforming or refinancing of loans. In the event of allocating to refinancing, it is recommended to
indicate the period covered by the eligible project (look-back period).
*21 Proceeds from transition bonds are also allowed to be allocated to related projects necessary to realize Just

Transition and the transition strategy.
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Table-1 Climate Transition Bond Eligibility criteria classification

ategories (GBP classification)

Energy efficiency

Sub-categories Eligibility Criteria
- Houses and buildings
- Restructuring the manufacturing

Promotion of

thorough

energyg industry (fuel and feedstocks
efficiency _tDr_ar_1t5|t||_on) cment aimed at
improvement igital investment aimed a

decarbonization

- Battery industry

Renewable energy

- Making renewable energy a major power source
- Infrastructure

Low-carbon and decarbonized
energy

*Category set out in the Issuer’s
Climate Transition Bond

- Utilization of nuclear power
- Establishing electricity and gas markets to achieve
carbon neutrality

Clean transportation

- Clean transportation (GX in transport sector)
- Infrastructure

Circular economy adapted
products, production technologies
and processes

- Restructuring the manufacturing sector (fuel and
feedstocks transition)

- Facilitating introduction of hydrogen and ammonia

- Carbon Recycling and CCS

Environmentally sustainable
management of living natural
resources and land use, Circular
economy

- Food, agriculture, forestry, and fisheries
- Resource circulation
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GBP-2. Process for Project Evaluation and Selection:

The Issuer will ensure that the project meets the GBP-1 eligibility criteria and the criteria
required for eligible projects and has clear environmental benefits at present or in the
timeline required by the roadmap, as well as that negative environmental and social
impacts have been or will be appropriately considered (including necessary procedures in
the area where the project is to be implemented).

Specifically, eligible projects to which the proceeds will be allocated will be confirmed by
the “Intergovernmental Committee on the Issuance of GX Economy Transition

Bonds ?2,” consisting of Director-Generals, to be consistent with the “GX Promotion
Strategy” and conform to the selection criteria set out for each eligibility criterion shown
in GBP-1. The eligibility of projects is assessed and selected through discussions with
relevant ministries and agencies as necessary, and finally reported to the “GX

Implementation Council,” chaired by the Prime Minister.

Specifically, eligible projects to which the proceeds will be allocated will be confirmed by
ministries in charge of the projects to be consistent with the “GX Promotion Strategy”
and conform to the selection criteria set out for each eligibility criterion shown in GBP-1.
Eligible projects are confirmed again through discussions with the “Intergovernmental
Committee on the Issuance of GX Economy Transition Bonds,” consisting of Director-
Generals, and relevant ministries and agencies as necessary, and finally reported to the
“GX Implementation Council,” chaired by the Prime Minister.

With regard to the negative impacts of projects, DNV has confirmed that the impact on
the relevant supply chain, including Just Transition, mitigation of negative impacts (e.g.,
actions through environmental impact assessments) and avoidance of lock-in, as shown
in CTF-4, will be considered before the selection of eligible projects as well as at the
implementation stage of eligible projects.

Based on the above, DNV judges that the Climate Transition Bond satisfies the element
required by GBP-2 that “the issuer must outline the process for determining the eligibility
of the project and outline how the project considers its impact on the targets.”

*22 Members of the Intergovernmental Committee on the Issuance of GX Economy Transition Bonds: The Cabinet
Secretariat, the Financial Services Agency, the Ministry of Finance, the Ministry of Economy, Trade and
Industry and the Ministry of the Environment
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GBP-3. Management of Proceeds:

Management of allocation of proceeds:
The Issuer has specified the Ministry of Economy, Trade and Industry (METI) to be
responsible for the allocation and management of proceeds using an internal
management system. The proceeds of the Climate Transition Bond will be received in
the Energy Supply and Demand Account®® of the Special Account for Energy
Measures™?* and will be managed separately from other accounts. In addition, the
proceeds can be tracked and managed on an eligible project basis as “Costs of
measures to promote a smooth transition to a decarbonized growth economy
structure.”

Management of unallocated proceeds:
Until the proceeds are allocated to eligible projects, unallocated proceeds will be
managed as cash and will not be used for other temporary investments (e.g., green
investments).

The Issuer will be subject to annual inspections by the Board of Audit of Japan of its
proceeds management results. During the inspections by the Board of Audit of Japan,
the climate transition bond-specific management process required under GBP-3 will
also be inspected.

Based on the above, DNV judges that the Climate Transition Bond satisfies the element
required by GBP-3 that “the issuer must track and manage the proceeds (and, where
necessary, establish and manage under appropriately classified portfolio units) and
disclose how unallocated proceeds are treated.”

*23 Special account established in 2007 under the Act on Promotion of Administrative Reform for Realization of
Small and Efficient Government to integrate the Special Account for Measures to Upgrade the Petroleum and
Energy Supply and Demand Structure and the Special Account for Measures to Promote Power Source
Development, and to clarify the accounting for energy measures;
https://www.mof.go.jp/policy/budget/topics/special_account/fy2022/2022-kakuron-6.pdf

*24 An account to succeed the operations that were carried out in the special account for measures to improve
the oil and energy supply and demand structure.
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GBP-4. Reporting:

Allocation status reporting:

The Issuer will report on the allocation status of proceeds on an annual basis on the
Government's website, at least until the full amount of proceeds has been allocated.
Allocation status reporting will be on an eligible project/eligibility criteria basis and will
include the following items in consideration of confidential obligations.

» Allocated amount and unallocated balance
» Estimated amount of the proceeds allocated in the fiscal year prior to the issuance

Impact reporting (environmental benefits reporting):

The Issuer will, at least until the full amount of proceeds has been allocated, report on
a project-by-project or eligibility criteria basis on key environmental benefit items
(direct and expected benefits) and progress status of projects on an annual basis on the
Government’s website, taking into account confidential obligations and the extent
practicable.

In the event of a significant change in circumstances in eligible projects (e.g., significant
process changes, suspension/discontinuation, changes in specifications that have a
significant impact on the environmental benefits) during the redemption period of the
bond after allocations have commenced, the Issuer will disclose it in a timely manner or
through reporting.

Based on the above, DNV judges that the Climate Transition Bond satisfies the element
required by GBP-4 that “the issuer shall, at least, report to bond investors regarding the
allocation status of proceeds and quantitative or qualitative performance (environmental
benefits) of eligible projects.”

The 2023 Climate Transition Bond reporting (Allocation Reporting) is available in
Japanese and English on the Ministry of Finance website below.

https://www.mof.go.jp/jgbs/topics/JapanClimateTransitionBonds/index.html

DNV has confirmed through an assessment based on relevant documentation and
information provided by the Issuer through the Framework established by the Issuer and
assessments, etc. that the Framework meets the material issues required by the relevant
standards, CTFH/CTFBG and GBP/GBGL.
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Introduction

Challenges and initiatives against climate change in Japan

Japan, being surrounded by the sea on all sides, has geographical constraints and land-
use restrictions, and has been developing and introducing various energy-saving
technologies and low-carbon and decarbonized energy sources to tackle the challenges
of ensuring low-cost and safe energy supply for people’s lives and ensuring productivity
in economic activities, as well as decarbonizing energy. The major energy
infrastructures, including electricity and gas, that cover throughout Japan have achieved
a highly efficient and reliable energy system.

However, Japan is also facing the emergence of energy supply risks from conventional
energy systems due to various natural disasters, such as typhoons and heavy rains,
which are believed to be caused by climate change, which is said to have a tendency to
become more severe and frequent in recent years. There is a growing international
consensus on the importance of controlling the increase in CO, and other greenhouse
gases generated by the use of fossil resources and avoiding negative impacts on climate
change.

The Government of Japan has been leading the international society on environmental
issues such as climate change, including the adoption of the Kyoto Protocol in 1997. In
FY2021, the Government made an international commitment to “achieve carbon
neutrality by 2050 (reducing GHG emissions by 46% in FY2030 (compared to FY2013)
and taking up the challenge of achieving a further 50% reduction as well as carbon
neutrality by 2050)” as an initiative consistent with the Paris Agreement. In February
2025, GHG reduction targets for FY2035 and FY2040 were added as shown in the table
below.

Table: GHG reduction targets of the Government of Japan

Target GHG reduction targets
Remarks
year (compared to FY2013)
FY2030 46% reduction (challenge to Conventional target
achieve further 50% reduction)
FY2035 60% reduction Added (February 2025)
FY2040 73% reduction Added (February 2025)
Carbon neutrality by 2050 Conventional target

The Government of Japan is working to achieve decarbonization as well as industrial
competitiveness and economic growth by transforming Japan’s energy system (from
fossil energy to clean energy) and industrial and social structures through the Green
Transformation (GX) as an action against climate change by fulfilling its international
commitments.
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ii. GX (Green Transformation) initiatives

In July 2022, the Government of Japan held the GX Implementation Council to discuss
necessary measures to implement the transformation of the entire economic and social
system, or GX (Green Transformation), by shifting the fossil fuel-oriented economy,
society, and industrial structure since the Industrial Revolution to a clean energy-
oriented structure. In this context, the Government plans to support investments
leading to decarbonization in the power generation, industrial, transport and household
sectors, and to work towards an early transition to a decarbonized society, with
particular priority given to initiatives that make sectors with high GHG emissions more
effective and efficient, and that contribute to strengthening industrial competitiveness
and economic growth.

In addition, in February 2023, the Government of Japan formulated the “Basic Policy for
the Realization of GX (A roadmap for the next 10 years)” 2> Reference Figure-1 ¢4 \york on
the following five items.

The Basic Policy for the Realization of GX includes a comprehensive set of concepts that
form the basis of the Framework in the next section.

The GX 2040 Vision was formulated in February 2025 and outlined a longer-term direction
to enhance the predictability of investments towards GX.
*25 The basic policy to simultaneously achieve decarbonization, stable energy supply and economic growth through

GX, formulated through discussions at the GX Implementation Council chaired by the Prime Minister and at
councils in various ministries; https://www.meti.go.jp/english/press/2023/pdf/0210_003a-2.pdf

<The Basic Policy for the Realization of GX Main items>

1. Decarbonization initiatives towards GX based on the premise of ensuring a
stable energy supply
Realizing and implementing Pro-Growth Carbon Pricing Conceptrreference Figure-2

Strategy for global actions
Promoting GX for entire society
Evaluating and reviewing the status of progress in the implementation of new

policy initiatives for realizing GX
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Reference Figure-1 “Overview of the GX Policy Road map”
(quoted from the framework)
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Reference Figure-2 Growth-oriented carbon pricing concept

Reference: “About growth-oriented carbon pricing”, Industrial Technology and Environment Bureau, Ministry of
Economy, Trade and Industry, 14 Feb 2023

Page 20 of 146



DNV

iii. Climate Transition Bond Framework

In implementing the Climate Transition Bond, the Issuer has developed the Framework
based on the three concepts and relevant national environmental plans, strategies, etc.,
and in @ manner consistent with international/national principles, guidelines, etc.

The overview of the concept and the Framework's relationship with relevant national
environmental plans, strategies, etc. are as shown below.

The Issuer aims to realize GX through public-private partnerships by providing
approximately JPY 20 trillion in government support to the private sector over the next
10 years since 2023 through the GX Economy Transition Bonds.

The principles, guidelines, etc. to which the Framework specifically refers are described
in section II (3) below.

<GX Economy Transition Bonds Three concepts (overview)>

1. Support companies etc. tackling the challenge of decarbonization and beyond, using future
carbon pricing (CP) as a reimbursement source.

2. Promote private sector’s (business operators and financial institutions) transition finance, with
projects that contribute to the transition towards decarbonization as the use of proceeds.

3. Establish measures and mechanisms for decarbonization by discussing with investors and the
market through the GX Economy Transition Bonds.

<National environmental plans, strategies, etc. and the Framework>

Plan for Global Warming Countermeasures (updated in February 2025)

2050 Carbon Neutrality Declaration Long-term strategy as a growth strategy based

. on the Paris Agreement
GX Promotion Act

(Act on the Promotion of a Smooth Transition to a Decarbonized Growth Economic Structure)

GX promotion strategy International/national principles, guidelines, etc.
(Strategy for promoting the transition to a decarbonized  (CTFH/CTFBG, GBP/GBGL, etc.)

growth economic structure)

— GX 2040 Vision (updated the above in February 2025)

The Basic Policy for the Realization of GX

(Roadmap) i |
Sector-Specific Investment Strategies

(16 key sectors) (December 2024)

Climate Transition Bond Framework

Issuer Name: The Government of Japan
Framework Name: Climate Transition Bond Framework Revision-1
Review Provider’'s Name: DNV Business Assurance Japan K.K.

Date of Report: 3 July 2025 (Initial: 7 November 2023)

Page 21 of 146



DNV
I1I. Scope and Objectives

The Issuer has updated the Climate Transition Bond Framework and commissioned DNV to
conduct an assessment. The objective of the assessment of DNV is to conduct an
assessment to confirm that the Issuer meets the criteria of the CTFH/CTFBG and
GBP/GBGL, which will be described later, and to provide a second party opinion on the
eligibility of the Framework.

DNV, as an independent external reviewer, has identified no real or perceived conflict of
interest associated with the delivery of this second party opinion for the Issuer.

In this paper, no assurance is provided regarding the financial performance of the Climate
Transition Bond, the value of any investments, or the long-term environmental benefits of the
transaction.

(1) Scope of review

The review assessed the following elements and confirmed their alignment with four core elements in GBP.

Use of Proceeds Process for Project Evaluation and Selection
Management of Proceeds Reporting

* The scope of review is to be applied as a part of the evaluation of the Climate Transition Bond (transition
bond with specific use of proceeds).

* The four disclosure elements of CTFH and CTFBG are included in the scope of review.
(2) Role(s) of review provider

Second Party Opinion O Certification
| Verification O Rating

m| Other (please specify):

(3) Standards to be applied

No. | Standards/Guidelines™ Scheme owner
Climate Transition Finance Handbook ) ) o
1. © International Capital Market Association (ICMA), 2023
(CTFH)
5 Basic Guidelines on Climate Transition Financial Services Agency, Ministry of Economy, Trade
' Finance (CTFBG)"2 and Industry, Ministry of the Environment, 2025
3. Green Bond Principles (GBP)"3 International Capital Market Association (ICMA), 2021
4. Green Bond Guidelines (GBGL)"3 Ministry of the Environment, 2024

*1 Provide an eligibility assessment, citing relevant books recommended for reference in the principles and guidelines, etc.,
as appropriate.

*2 Climate transition: The concept of climate transition focuses principally on the credibility of an issuer’s climate change-
related commitments and practices (quoted from CTFH and CTFBG).

*3 It confirms compliance with the four core elements (use of proceeds, process for project evaluation and selection,
management of proceeds, and reporting) that must be met when implementing as a bond/loan that meets the four
elements of transition and has a specific use of proceeds (quoted and edited from CTFBG).
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III. Responsibilities of the Issuer and DNV

The Issuer has provided the information and data used by DNV during the delivery of this
review. Our statement represents an independent opinion and is intended to inform the Issuer
and other interested stakeholders in the Bond as to whether the established criteria have been
met, based on the information provided to us. In our work, we have relied on the information
and the facts presented to us by the Issuer.

DNV is not responsible for any aspect of the eligible projects selected or to be selected referred
to in this opinion and cannot be held liable if estimates, findings, opinions, or conclusions are
incorrect. Thus, DNV shall not be held liable if any of the information or data provided by the
Issuer and used as a basis for this assessment were not correct or complete.
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IV. Basis of DNV’s Opinion

To provide as much flexibility as possible for the Issuer, DNV has adapted our climate transition
bonds assessment methodology, which incorporates the requirements of the CTFH/CTFBG and
GBP/GBGL, to create the Issuer-specific Climate Transition Bond Eligibility Assessment Protocol
(hereinafter, the “Protocol”). Please refer to Schedule-2 to 5. The Protocol is applicable to
climate transition bonds under the CTFH/CTFBG and GBP/GBGL.

DNV, as an independent external reviewer, provides second party opinion according to the
Protocol.

DNV'’s Protocol includes a set of suitable criteria that can be used to underpin DNV’s opinion.
The overarching principle behind the Climate Transition Bond as the basis for the opinion are as
follows:

“Enable capital-raising and investment for new and existing projects with environmental
benefits”

“Provide an investment opportunity with transparent sustainability credentials”

As per our Protocol, the criteria against which the Climate Transition Bond has been reviewed
are grouped into four common elements (disclosure elements), respectively (1) and (2) below.

(1) Four common elements of CTFH/CTFBG (disclosure elements)

Principle One: Issuer’s Climate Transition Strategy and Governance
The financing purpose should be shown as enabling issuer’s climate change strategy.

Principle Two: Business Model Environmental Materiality
The planned climate transition trajectory should be relevant to the environmental
materiality of the issuer’s business model.

Principle Three: Climate Transition Strategy to be Science-based Including Targets and
Pathways
Issuer’s climate strategy should reference science-based targets.

Principle Four: Implementation Transparency
Market communication in connection with the offer of a financing instrument which has the
aim of funding the issuer’s climate transition strategy should also provide transparency of
the underlying investment program.

(2) Four common elements of GBP/GBGL (common elements as transition bonds with use of

proceeds)

Principle One: Use of Proceeds
The Use of Proceeds criteria are guided by the requirement that an issuer of a
transition bond must use the proceeds to bond eligible activities. The eligible activities
should produce clear environmental benefits.

Principle Two: Process for Project Evaluation and Selection
The Project Evaluation and Selection criteria are guided by the requirements that an
issuer of a transition bond should outline the process it follows when determining
eligibility of investment destinations (e.g., businesses) using transition bond proceeds,
and outline any impact objectives it will consider.
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Principle Three: Management of Proceeds

The Management of Proceeds criteria are guided by the requirements that the
proceeds from a transition bond should be tracked by the issuer, that separate
portfolios should be created when necessary and that a declaration of how unallocated
proceeds will be handled should be made.

Principle Four: Reporting

The Reporting criteria are guided by the recommendation that at least Sustainability
Reporting to the transition bond investors should be made of the allocation status of

proceeds and that quantitative and/or qualitative performance indicators should be
used, where feasible.
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V. Work Undertaken

Our work constituted a high-level review of the available information, based on the
understanding that this information was provided to us by the Issuer in good faith. We have not
performed an audit or other tests to check the veracity of the information provided to us. The
work undertaken to form our opinion included:

iv. Pre-Issuance Assessment (Climate Transition Bond Framework (March 2025) Assessment)

Creation of an Issuer-specific Protocol, adapted to the purpose of the Climate Transition
Bond, as described above and in Schedule-2 to 5 to this assessment;

Assessment of documentary evidence provided by the Issuer on the Climate Transition
Bond and supplemented assessment by a comprehensive desktop research. These
checks refer to current assessment best practice and standards methodologies;

Discussions with the Issuer, and review of relevant documentation;

Documentation of findings against each element of the criteria.

v. Post-Issuance Assessment (periodic review) (*not included in this report)

Interview with the management of the Issuer, and review of the relevant
documentation;

Field research and inspection (if necessary);

Document creation of post-issuance assessment results.
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VI. Findings and DNV’s Opinion

DNV’s findings and opinion are as described below.

From the CTF-1 to CTF-4 in (1) below are the findings and opinions of DNV against the four
common elements (disclosure elements) of CTFH and CTFBG including the Issuer’s Transition
Strategy. Please see Schedule-2 and 4 for details.

From the GBP-1 to GBP-4 in (2) below are the findings and opinions of DNV against the four
common elements of GBP/GBGL necessary for the Issuer to manage transition bonds. Please
see Schedule-3 and 5 for details.

(1) Findings and opinions of DNV against the four common elements (disclosure
elements) of CTFH and CTFBG

CTF-1.

Issuer’s Climate Transition Strategy and Governance

Climate Transition Strategy:

DNV has confirmed that the Issuer’s mid-term goal quantified under the
Transition Strategy, as well as the long-term goal, are consistent with the Paris
Agreement and have a scientific basis.

Specifically, the long-term goal is carbon neutrality in 2050 and the mid-term
goals are 1) 46% reduction in GHG emissions by FY2030 (compared to FY2013),
2) 60% reduction by FY2035, and 3) 73% reduction by FY2040. Each mid-term
goal is set with FY2013 as the base year and 2050 as a linearly interpolated
carbon-neutral trajectory.

The Issuer's Transition Strategy has specific activities to realize the Transition
Strategy by the revisions etc. of the Plan for Global Warming Countermeasures,
Japan's NDC (Nationally Determined Contribution updated in February 2025),
the Strategic Energy Plan (7th Strategic Energy Plan updated in February
2025), and the long-term strategy as a growth strategy based on the Paris
Agreement, etc. established with reference to international scenarios. As a
concrete example, the Plan for Global Warming Countermeasures (updated in
February 2025) sets out the government’s comprehensive plan to achieve the
46% reduction target for FY2030, as shown in Table-2.

The actual GHG emissions from FY2013 to FY2022 are shown in Figure-1.
Compared to the base year (FY2013): 1.407 billion t-CO;, the FY2022 figure was
1.135 billion t-CO> (1.085 billion t-CO» after taking into account absorption of

A 0.050 billion t-C0O3y), with a reduction rate of A22.9% (after taking into account
absorption), showing a certain level of progress.

The current status of these GHG emissions and absorptions and measures to be
taken are followed up every year for each sector, including energy conversion,
industrial, transport, and household sectors, and the plan is approved and
promoted by the Global Warming Prevention Headquarters, which is attended by
all ministers.

In 2023, the Issuer formulated the “Basic Policy for the Realization of GX” as a
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roadmap for the next 10 years, which integrates the “GX initiatives based on the
premise of ensuring a stable energy supply” and the “growth-oriented carbon
pricing concept,” and sets out initiatives to strengthen the industrial
competitiveness and achieve economic growth in the Japanese economy.

- The “Growth-oriented carbon pricing concept” (previously mentioned, see
Reference Figure-2) outlines plans to gradually introduce emissions trading
systems and paid auctions starting in FY2026 in accordance with the GX
Promotion Act, and to introduce carbon pricing as a fossil fuel levy. (Climate
Transition Bonds issued under the Framework are planned to be redeemed
through fossil fuel levies and paid auctions.)

- Furthermore, the Issuer created in December 2024 16 priority categories as
the “Sector-Specific Investment Strategies” (based on the 22 examples in
the previous roadmap) to summarize the direction of GX, investment
promotion measures, etc. In addition, the GX 2040 Vision was formulated in
February 2025 and outlined a longer-term direction for 2030 and beyond to
enhance the predictability of investments towards GX. The fact that the
direction for 2030 and beyond is outlined, which was recommended in the
SPO for the previous Framework, is evaluated as progress in addressing the
disclosure elements required by the CTFH.

- The Government of Japan has committed to contributing to and promoting
the decarbonization of not only Japan but also Asia and the rest of the world
in its GX 2040 Vision. Amid growing global demand for transition finance,
promoting transition in collaboration with various stakeholders is also valued
from the perspective of building the technology and financial value chains
necessary for implementing transition strategies.

- The Climate Transition Bond executed in accordance with the Issuer’s Transition
Strategy contributions directly or indirectly to the SDGs and Just Transition.

In terms of direct or indirect contributions to the SDGs, the Issuer has further
classified its decarbonization initiatives towards the GX, which are classified into
14 categories, into the six eligibility criteria shown in Table-3 and organized each
area of contribution to the SDGs.

The “Basic Policy for the Realization of GX” also organizes Just Transition as GX
promotion for the entire society, as shown in Table-4. The Article 3 of the GX
Promotion Act stipulates to “promote close mutual cooperation between the
State and business operators as a basic principle, while also taking into account
the perspective of Just Transition.”

- The Issuer is committed to minimizing negative environmental and social
impacts (negative external effects) that may arise from the implementation of
the GX through its contribution to the SDGs and consideration of Just Transition.
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Table-2.1 The Government’s comprehensive plan based on the Act on
Promotion of Global Warming Countermeasures FY2030 targets
(Base year: FY 2013 results; Progress: FY2022 results including reduction rate; Target: FY2030)
Unit: billion t-CO,

FY2013 FY2022 results FY2030 (Target)
o _ results (Progress)
GHG emissions/absorptions (total) (Base year) Reduction o GHG _ Reduction rate
(Unit: billion t-COy) rate: 22.9% | €missions/absorptions
1.407 1.135 0.760 A46%

Energy-derived CO; 1.235 0.964 0.677 A45%
g Industry 0.463 0.352 0.289 A38%
g Business etc. 0.238 0.179 0.115 A51%
X
@ | Breakdown of Household 0.208 0.158 0.071 A66%
< | energy-derived CO2 | qrangportation | 0.224 0.192 0.146 A35%
C
o
=] Energy 0.106 0.085 0.056 A47%
5 conversion
38 | Non-energy-derived CO,, A15%
g methane, N,O 0.134 0.120 0.116 o
C
-g Four gases such as HFC (CFCs) 0.037 0.052 0.021 A44%
E Absorption source (billion t-CO,) - A0.050 A0.048 A0.037
8 Aim for a cumulative international emission reduction/absorption of around
e . . 0.1 billion t-CO, by FY2030 through public-private partnerships.
(G]

Bilateral credit system Appropriately count the credits earned as Japan for the achievement of

Japan’s NDC.

Source: MoE Japan’s National Greenhouse Gas Emissions and Removals in Fiscal Year 2022 (12 April 2024)

Table-2.2 The Government’s comprehensive plan based on the Act on
Promotion of Global Warming Countermeasures FY2040 targets
(Base year: FY 2013 results; Progress: FY2022 results including reduction rate; Target: FY2040)
Unit: billion t-CO,

FY2013 FY2022 results FY2040 (Target)
o _ results (Progress)
GHG emissions/absorptions (total) (Base year) Reduction o e ) Reduction rate
(Unit: billion t-CO,) rate: 22.9% | €missions/absorptions
1.407 1.135 0.380 A73%

Energy-derived CO; 1.235 0.964 Approx. 0.360-0.370 A70-71%
’g Industry 0.463 0.352 Approx. 0.180-0.200 A57-61%
g Business etc. 0.238 0.179 Approx. 0.040-0.050 A79-83%
X
@ Breakdown of Household 0.208 0.158 Approx. 0.040-0.060 A71-81%
< | energy-derived COz | rangportation 0.224 0.192 Approx. 0.040-0.080 |  A64-82%
C
o
= Energy 0.106 0.085 Approx. 0.010-0.020 |  A81-91%
5 conversion
&4 | Non-energy-derived CO
Ka} 27
g methane, N,O 0.134 0.120 Approx. 0.098 A27%
=
-g Four gases such as HFC (CFCs) 0.037 0.052 Approx. 0.011 A70%
é Absorption source (billion t-CO,) - A0.050 A0.084 A0.37
$ Aim for a cumulative international emission reduction/absorption of around
P . . 0.1 billion t-CO, by FY2030 through public-private partnerships.
(O]

ELEERE Qi 2 EE Appropriately count the credits earned as Japan for the achievement of

Japan’s NDC.

Source: MoE Japan’s National Greenhouse Gas Emissions and Removals in Fiscal Year 2022 (12 April 2024)
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GHG emissions and absorptions
(converted to t-CO,, including absorptions)

15.00 r

L 14.07

L)
14.00 [

r 12.95 12.59

i (A7.6%) """ 1242

r _ (A10.2%) ~<"
1300 N (A11.3%) 12.27 11.83

- — (A12.3%) 11. 11.1

r ] (A15.4%) 11.52 0
12.00 | (A17.5%) (420.3%)

_ 10.90 10.85
oo _ (A21.8%) (A22.9%)
10.00 - |_| H |_|

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Fiscal Year

Figure-1 GHG emissions and absorptions (converted to billion t-CO;)
* In consideration of the absorption amount

FY2013 (base year) - FY2022 (latest figures)
Source: MOE Japan’s National Greenhouse Gas Emissions and Removals in Fiscal Year 2022 (12 April 2024)

Table-3 Relationship between the eligibility criteria
based on the Transition Strategy and the SDGs’

3

9. Industry innovation and infrastructure

11. Sustainable cities and communities

o
B

Energy Renewa | Lowand | Clean Environment | Biological and
efficiency | ble Decarbo | transpor | ally-friendly natural resources,
Eligibility energy nized tation products etc. | circular economy,
criteria energy etc.
Representative 7,8,9, 7,8,13 7,8,9, 7,8,9, 7,8,9,13 8,9, 11, 12,
SDGs items 11,13 13 11,13 13, 14, 15
7. Affordable and clean energy = 12. Responsible consumption and production
gEra T
. 4 L 2 _ .
SDGs items i 8. Decent work and economic growth — 13. Climate action

14. Life below water

15. Life on land

* The relationship between the eligibility criteria and the SDGs based on the Transition
Strategy is complementary to the Green, Social and Sustainability Bonds: A High-Level
Mapping to the Sustainable Development Goals published by ICMA, which sets out the
Green Bond Principles, and is not directly linked to the financing objectives.
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Table-4 Just Transition” (GX promotion in the entire society)

1) Basic concept

In promoting GX, it is important to appropriately promote labor transfer to
newly created industries from the perspective of Just Transition.

Supporting the smooth labor transfer from fossil fuel-related industries to
low-carbon industries will ensure people’s lives and employment and
contribute to Japan’s economic growth. Therefore, necessary support,
including human resource development at universities etc., will be
provided, while taking into account the actual conditions of each industry.

2) Future actions

The policy package of investment in people of JPY 400 billion over three

years is significantly expanded to JPY 1 trillion over five years, taking into
account the comprehensive economic measures to overcome high prices
and realize economic revival approved by the Cabinet in October 2022.

Promote Just Transition by simultaneously facilitating the acquisition of new
skills and smooth labor transfer to growth sectors, including green sectors,
through support for the facilitation of labor transfer to growth sectors etc.
and support for job transfers for career advancement of incumbent workers.

* “Just Transition” is a concept put forward by the International Trade Union Confederation
(ITUC) at COP15 in 2009.

Governance:

- The Issuer has established structures and mechanisms to promote the Transition
Strategy as a country. The above plans and strategies, which form the basis for

the implementation of the Transition Strategy, will be updated as necessary
through annual or periodic follow-up and revision.

- The Issuer plans to review the Transition Strategy and the initiatives for its
realization and to promote the strategy in the event of major changes to the Plan

for Global Warming Countermeasures, which is part of the basis for the strategy

implementation, and the Strategic Energy Plan.

- For GX implementation, the GX Implementation Council, chaired by the Prime

Minister, has been held since July 2022 to have discussions with relevant ministers

and experts to determine the policy direction.
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GX Implementation Council

The “Sector-specific Investment Strategies” proposals will be refined,
consulted with specialists and reported to the GX Implementation Council

Cabinet Secretariat GX Office

The proposals from various ministries Specialist

Insights

Sector-specific investment strategy proposals, including investment
promotion measures, will be presented

Relevant Ministries and Agencies

FSA  IFinancial Services Agency MAFF : Ministry of Agriculture, Forestry and Fisheries
MOFA :Ministry of Foreign Affairs METI : Ministry of Economy, Trade and Industry
MOF :Ministry of Finance MLIT :Ministry of Land, Infrastructure, Transport and Tourism

MHLW : Ministry of Health, Labour and Welfare MOE :Ministry of the Environment

Figure-2 GX Implementation Council

- Based on the assessment of the Transition Strategy based on the Framework
and the “Basic Policy for the Realization of GX” developed by the national plans
etc., DNV has confirmed that the implementation plan is credible, ambitious and
achievable.

Based on the above, DNV judges that the Climate Transition Bond satisfies the element
required by CTF-1 that it “should be directed towards achieving a GHG reduction
strategy in line with the goals of the Paris Agreement.”
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CTF-2.

Business Model Environmental Materiality

Environmental materiality:

The Issuer recognizes that the manufacturing sector accounts for
approximately 20% of Japan’s GDP and is a key sector of the economy, that
Japan is dependent on energy resources from overseas, though it has
gradually increased (recovered) since the Great East Japan Earthquake
and reached 15.2% in FY2023, and that changes in the international energy
situation since 2022 is making energy security challenges in business activities
and people’s lives more apparent.

In this context, DNV believes that the GX can be positioned as an important
industrial and energy policy, which is environmental materiality, to shift the
industrial and social structure to focus on clean energy, making maximum
use of decarbonization-related technologies owned by Japanese companies,
in order to achieve a stable energy supply, promote decarbonization and
economic growth.

Scenario considerations:

In advancing the GX, the Issuer classifies the sectors mainly related to GHG
emissions into “energy supply side (energy conversion sectors such as power
generation)” and “energy demand side (household and industrial sectors).”
The Issuer has further developed GHG (CO;) emission reduction image etc. for
major emission sectors (11 sectors in total, including power generation,
industrial and transport sectors) by making the roadmap for the promotion of
transition finance consistent with various governmental measures and
scenarios (e.g., IEA, IPCC, SBTi).

Based on the above, DNV judges that the Climate Transition Bond satisfies the
element required by CTF-2 that “the transition strategy should relate to the
environmentally material aspects of the issuer's business model and take into account
several future scenarios that could influence the decision on current materiality.”
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Table-5 Main categories/types of sectors (eligibility criteria) mainly related to
GHG emissions

* Eligibility criteria relevant to several sectors
Selés ol Gl Sector types

(GX category) Eligibility criteria

energy supply
and demand

- Making renewable energy a major power source
- Utilization of nuclear power

Energy Egr?\l;g:sion - Facilitating the introduction of hydrogen and ammonia’
supply side cector - Establishing electricity and gas markets to achieve
carbon neutrality
- Battery industry*
- Promotion of thorough energy efficiency improvement”
- Restructuring the manufacturing industry (fuel and
feedstocks transition)”
Household ] % )
sector - Battery industry

- GXin the transport sector

- Digital investment aimed at decarbonization”
- Houses and buildings”

- Infrastructure

Energy

i - Facilitating the introduction of hydrogen and ammonia”
demand side

- Promotion of thorough energy efficiency improvement”

- Restructuring the manufacturing industry (fuel and
feedstocks transition)*

- Battery industry*

Industrial sector - Resource circulation

- GX in the transport sector”

- Digital investment aimed at decarbonization”

- Houses and buildings*

- Infrastructure

- Carbon Recycling and CCS

- Food, agriculture, forestry, and fisheries

Table-6 Roadmap for promoting transition finance

(1) METI (2) Other sectors
Steel sector International shipping sector (MLIT)

Chemical sector Inland shipping sector (MLIT)

Power sector Aviation sector (MLIT)

Gas sector

Oil sector

Pulp and paper sector

Cement sector

Automotive sector

METI: Ministry of Economy, Trade and Industry sector
MLIT: Ministry of Land, Infrastructure, Transport and Tourism

Source: https://www.meti.go.jp/english/policy/energy_environment/transition_finance/index.html
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CTF-3.

Climate Transition Strategy to be Science-based Including Targets and
Pathways

Science-based strategies, targets, and pathways:

The Issuer's Transition Strategy is defined by science based CO, reduction
targets and pathways consistent with the Paris Agreement.

Specifically, the Issuer has set targets and pathways based on the strategies and
plans described in CTF-1, and index and quantify mid-term (FY2030, FY2035,
and FY2040) and long- term (FY2050) goals for (total) GHG emission reduction
in Japan, together with the base year (FY2013). In particular, the means to
achieve the mid-term (FY2030 and FY2040) goal are published for each
industrial sector. These targets, pathways and means of achieving the targets
have been discussed through a number of meetings consisting of experts and
academics, and the results have been disclosed in detail in official
documentation and information.

In the latest year FY2022, CO; emissions (GHG emissions) was 1.085 billion t-
CO> (reduction rate: A22.9%), showing a certain level of progress as planned
(see Table-7).

Table-7 Long-term and mid-term CO; reduction targets

Fiscal year Targets CO- emissions”
2013 Base year 1.407 billion t-CO;
022 CO2 gmissions: 22.9% reduction 1.085 billion t-CO»

(achieved)
CO> emissions: 46% reduction
2030 (achieved, challenge to achieve 0.760 billion t-CO>
further 50% reduction)
2035 CO> emissions: 60% reduction 0.570 billion t-CO2
2040 CO> emissions: 73% reduction 0.380 billion t-CO>
2050 Carbon neutrality 0 billion t-CO>

*  CO2 emissions (GHG emissions): Calculated in accordance with IPCC guidelines and

includes all coverage areas and gases with the coverage ratio of 100%; CO, emissions
and absorptions are combined (carbon neutrality refers to zero CO, emissions and
absorptions combined).

In addition, the Government is also working on a strategy to invest more than
JPY 150 trillion to achieve the GX targets by incentivizing GX promotion through
the future introduction of carbon pricing and through blended finance that
combines public and private investments, including the GX Economy Transition
Bonds.

DNV highly evaluates that the Issuer is also disclosing the progress to achieve
the targets for 2030, 2035, 2040, and 2050, which have a scientific basis as
shown in Table-7, and disclosing in the GX 2040 Vision to enhance predictability,
as well as conventional disclosure.

Page 35 of 146



DNV

Based on the above, DNV judges that the Climate Transition Bond satisfies the element
required by CTF-3 that “the issuer’s transition strategy should be based on science-
based targets and pathways towards transition.”
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CTF-4.

Implementation Transparency

Investment plan:

The Issuer discloses the basic investment program for the implementation of
the Transition Strategy.

Specifically, the investment plan is to provide upfront investment support (GX
Economy Transition Bonds) in the amount of approximately JPY 20 trillion as
government support over the next 10 years in order to lead to an overall
public-private investment of over JPY 150 trillion over the same period starting
in 2023. The Issuer has issued a total of six Climate Transition Bond in
FY2023-2024, worth approximately JPY 3 trillion.

The main investment destinations of the Climate Transition Bond are the
“promotion of non-fossil energy (JPY 6-8 trillion),” “industrial restructuring and
radical energy conservation in a combination of supply and demand
(approximately JPY 9-12 trillion),” and “resource recycling and carbon fixation
technologies (approximately JPY 2-4 trillion).” These investment programs are
disclosed in the Framework, the “Basic Policy for the Realization of GX”, etc. as
necessary information for dialogue with the market.

The investment program (investment amount and investment destinations)
after the above (from 2033 onwards) until 2050 will be considered in the
course of future GX initiatives.

The investment destinations of the GX Economy Transition Bonds
(approximately JPY 20 trillion) include capitals for subsidies, investments,
debt guarantees, tax credits, etc. according to the business risk (technical
risk, market risk, etc.) of each field/technology from research and
development to social implementation for green projects classified mainly
under the GBP (e.g., renewable energy sector, energy conservation (energy
efficiency) sector and activities that should be undertaken at present for
future carbon neutrality (e.g., initiatives for phasing out fossil fuel use, the
utilization of nuclear power). In addition, these supports may include not
only capital expenditures (CapEx) but also operating expenses (OpEx).
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Breakdown of government support Overall public and private investment
over 10 years over 10 years
20 trillion yen 150 trillion yen
Example * Massive introduction of
for demand T i e ’
Expansion of 6~8 fhidiacinand . ?IO .
2 Nuclear energy
non-fossil trillion ¢ ::E:.?.n (REDof innovative reactors, etc |
energy yen e ment * Hydrogen andammonia  elc.
of related z
1 ) en . ol
Example o
Transformation of * Energy conservation and manufacturing industry
industrial structure f ruclural (eg. steel chemicals, cement)
on bothsupply and . | tal investment for
demand sides 9_ 12 .80 !
& trillion lﬂ‘lzli?'n
; yen
Drastic et energy Altr n
reinforcement All '-"*'I_ &
of energy saving . drastic energy ks
sAVIiNES ele ole
Resource recycling %
and 274 ‘ ot 10 ¥
carbon fixation 8o Pt S trillion
yen o yen~ etc

technologies etc.

Figure-3 Image of governmental support and
overall public-private investments for the 10 years since 2023
(quoted from the framework)

Just Transition, mitigation of negative impact, avoidance of lock-in:

- The Issuer plans to ensure that Just Transition, mitigation of negative impacts
and avoidance of lock-in are in place in the “Basic Policy for the Realization of
GX" and the selection process of investment destinations (eligible projects).

- Specifically, the policy for Just Transition is set out in the “Basic Policy for the
Realization of GX"” as “promotion of GX for the entire society (section 5).” In
addition, with regard to mitigation of negative impacts and avoidance of lock-
in, it is to be confirmed in the selection process of investment destinations
(eligible projects) that they do not fall under the pre-defined exclusion criteria
and that they are consistent with the GHG reduction roadmap.

- In addition, as part of these initiatives to ensure a just transition under the
GX 2040 Vision, the Issuer will continue to address various impacts arising
from industrial restructuring accompanying the promotion of GX.

DNV has confirmed through reviews of the Framework and the roadmap that the
implementation is the transparent and that the adequacy of the implementation has been
explained and agreed by the Issuer.

Based on the above, DNV judges that the Climate Transition Bond satisfies the
element required by CTF-4 that “the dialogue with the market on the provision of
green, sustainability and sustainability-linked finance intended to finance the issuer's
transition strategy should, as far as possible, also have transparency with regard to
the investment program including capital and operating costs.”
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Findings and opinions of DNV against the four common elements” of GBP/GBGL

* The four elements are applied as criteria for climate transition bonds that specify the use of
proceeds. References to “green” in the description citing GBP should be read as “transition,” where
appropriate.

GBP-1.

Use of Proceeds

With regard to the eligibility criteria for the use of proceeds, the Issuer defines
projects that meet the elements of the Transition Strategy and the roadmap
and related principles, guidelines, etc. as eligible businesses (eligible projects).

Specifically, the proceeds will be allocated to projects to achieve a long-term
goal of carbon neutrality by 2050 and mid-term goals of 1) 46% reduction in
GHG emissions by FY2030 (compared to FY2013), 2) 60% reduction by
FY2035, and 3) 73% reduction by FY2040, based on the “GX Promotion
Strategy.” The proceeds are to be invested in projects that are truly difficult
for the private sector alone to make investment decisions and that contribute
to emission reductions and the realization of industrial competitiveness and
economic growth, and will be prioritized based on the basic approach as
shown in Reference Table-1.

The “basic conditions” (overview) in the selection of the use of proceeds of the
GX Economy Transition Bonds are shown in Table-8 and the Green/Transition
Finance Eligibility Criteria are shown in Table-5 (reposted).

In addition, the Issuer plans to prioritize projects of 1) strengthening industrial
competitiveness and economic growth and 2) emission reductions out of the
above basic conditions that meet one of each of the category A to Cand @ to

3 listed below as candidates for support (Reference Table-1).

Table-8 The GX Economy Transition Bonds “Basic conditions” in the
selection of the use of proceeds (overview)

Basic conditions (overview)

I.  Those being truly difficult for the private sector alone to make investment
decisions

II. Those contributing to 1) strengthening industrial competitiveness and economic
growth*Reference Table-l g4 2) emission reductions Reference Table-2 '\yhich are essential
for achieving GX

ITII. Integrity with regulatory and institutional aspects that change companies’
investments and the behavior of the demand side

IV. Those leading to increased human and physical investments in the country

Page 39 of 146



DNV

Reference Table-1 Priority assessment based on the types in the basic
conditions II of Table-8

1) Strengthening industrial 2) Emission reductions

competitiveness and economic
growth

A. Growth investments with a view to ® R&D investments that contribute
acquiring foreign demand or increasing to future national reductions
domestic demand, with technological or through technological innovation
business innovation potential or

or @ Capital investments etc. that are

B. Growth investments that contribute to technically effective in reducing
both reducing fossil raw materials and emissions and contribute directly
energy and improving agglomeration to domestic emission reductions
(e.g., integration, restructuring and or
mark-ups) utilizing advanced ® Measures to address domestic
technologies demand in the early period of

or introduction of key commodities

C. Measures to address domestic demand with a nation-wide demand and
in the early period of the introduction of high long-term reduction effects
key commaodities for which a nation-
wide market is expected (also involving
supply-side investments)

- Based on the roadmap, the Issuer has defined 14 categories of eligibility
criteria based on the GX type. The eligibility criteria have a set of eligible
business assessment criteria (internal criteria) in place that are aligned with the
GBP classification, the way forward as set out in the roadmap, the Sector-
Specific Investment Strategies, etc.

- Eligible projects that are candidates for the use of proceeds are selected based
on the eligible business assessment criteria (internal criteria) set out for each
eligibility criterion, as well as the basic conditions and priority assessment
described above. In each issue of the bond, the Issuer establishes a protocol
whereby eligible projects with appropriate allocation needs are selected out of
the nominated projects for actual use of the proceeds.

- The GBP classification of the eligible criteria, representative nominated projects
and an overview of DNV's opinion (including the Issuer’s specific measures and
key assessment criteria) are shown in Table-9. DNV has confirmed through its
assessment of the Issuer that the representative projects evaluated as
nominated use of proceeds meet the eligibility criteria (assessment criteria for
eligible projects) and are eligible as use of proceeds of the Climate Transition
Bond and that the above protocol established by the Issuer is properly
implemented.

- The Issuer has also organized in relation to the policy roadmap to be organized
in the reference material of the “Basic Policy for the Realization of GX” for each
of the sub-categories of the eligibility criteria, and the roadmap for promoting
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transition finance shown in Table-6, where the eligibility criteria and use of
proceeds are explained as being closely related to the various initiatives.

- In addition to the nominated eligible use of proceeds (eligible projects) shown
in Table-9, the Issuer may have additional projects that have been identified as
eligible under the protocol. The Reference Table below shows representative
nominated use of proceeds (eligible projects) newly added in conjunction with
the update of the Framework in March 2025. The newly added nominated use
of proceeds (eligible projects) are projects that have become necessary due to

the progress of each project.

- DNV recommends the Issuer to establish in the future and disclose, where
necessary, specific measures and how compliance with the assessment criteria
has a scientific basis in order to clarify that the nominated use of proceeds

comply with the GBP classification.

- DNV judges that though a part of the nominated use of proceeds does not
currently meet green criteria widely recognized and used internationally, it is
necessary to support and implement transition strategies that include the
achievement of Japan's medium-term and long-term goals.

Reference Table Representative nominated use of proceeds (eligible projects) newly added
in conjunction with the update of the Framework in June 2025

Eligibility criteria

Newly added
nominated use of

Overview

(sub-category)

1.1
Energy efficiency

proceeds

Support for installing
CO;-saving facilities to
reduce Scope 3
emissions through
collaboration among
companies

Subsidies for the introduction of equipment with
high CO,-saving effects by representative
companies and collaborating companies (mainly
small and medium-sized enterprises) that make up
the value chain, as the importance of reducing CO»
emissions (Scope 3) from partner companies is
increasing, especially among large companies.

1.3

Digital investment
aimed at
decarbonization

Research and
Development of Al
foundation models and
advanced
semiconductor
technologies and related
projects

Support for technological development for the
entire information and communications networks
and their constituent elements (e.g., computing
resources, Al foundation models).

Research and
Development Program
for Next-generation
Edge AI semiconductor

Research and development focused on rapidly
transferring to industry the technologies that
academia should pursue, based on a back casting
approach from existing industries or new industries
expected to emerge in the mid-2030s and beyond,
regarding the design, manufacturing, and materials
technologies required for innovative next-
generation edge Al semiconductors with ultra-low
power consumption and other features.

3.1
Utilization of nuclear
power

Support for
technological
development and supply
chain building for the

Support for technological development related to
innovative light water reactors and small light
water reactors, and maintenance and
strengthening of the domestic industrial base.
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Eligibility criteria

(sub-category)

Newly added
nominated use of

Overview

proceeds
development and
construction of Next-
Generation Advanced
Reactors

3.2

Establishing electricity
and gas markets to
achieve carbon

Renewable energy and
nuclear power

Support for large-scale, ongoing investment in
renewable energy and nuclear power (including
support for the restart of existing nuclear power
plants) etc.

Clean transportation
(GX in transport sector)

neutrality
Support for equipment investment etc. for
Support Project for domestl_c bu5|_nesses e_ngaged in Ia_lrg_e-scale SAF
. L production, with the aim of establishing a system
Sustainable Aviation . . .
. capable of stably supplying SAF at internationally
Fuel (SAF) Production - - > .
. competitive prices, regarding SAF production
and Supply Chain . o .
projects contributing to the simultaneous
Development A .
realization of stable energy supply, economic
41 growth, and decarbonization through GX.

Promotion of the
construction of zero-
emission ships etc.

Support for investments etc. in the construction
and expansion of production facilities for engines,
fuel tanks, fuel supply systems, and other
components required for shipbuilding, and the
development of facilities to install (outfit) such
equipment, with the aim of the necessary
infrastructure development for the widespread
adoption of zero-emission ships etc. using
hydrogen, ammonia, and other fuels, which are
essential for achieving carbon neutrality by 2050.

5.1

Restructuring the
manufacturing sector
(fuel and feedstocks

Support for
energy/manufacturing
process conversion for
hard-to-abate industries

Support for capital investment etc. that will lead to
the early implementation of measures to reduce
emissions and strengthen industrial
competitiveness in industries where emissions
reduction is difficult.

— Added as an explanation of the use of hydrogen

Facilitating introduction
of hydrogen and
ammonia

derivatives

transition) in the ironmaking process and decarbonization of
thermal processes, which were already mentioned
in the examples of projects.
Support focused on the Support focusing on the price difference between
price difference to build low-carbon hydrogen and other existing raw
supply chains for materials and fuels to be replaced.
55 hydrogen and its

Hydrogen Hub
Development Program

Support for shared facilities that will lead to the
large-scale expansion of low-carbon hydrogen etc.
and benefit a wide range of businesses, with the
aim of building an independent pilot supply chain
that will contribute to the realization of GX by
FY2030.
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Basic Policy for the Realization of GX

(Roadmap) \
Technology sector roadmap > GXtypes (energy supply and
(11 sectors) N l /,/ demand, GX classification)
/\/ Eligibility criteria \\
e (14 categories) > The way forward (22 cases)
GBP classification .~ l il
. ~ - /
(6 categories) Eligible businesses (eligible projects)
Evaluation criteria
Basic conditions for use of ~—— ==y
proceeds (priority) l
See GBP-2 for the assessment

Nominated use of proceeds criteria for nominated use of
proceeds (eligible projects) and
1 the actual evaluation process.

Figure-4 Relationship between the Basic Policy for the Realization of GX
(roadmap) and the use of proceeds
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Table-5 (reposted) Main categories/types of sectors (eligibility criteria) mainly
related to GHG emissions
* Eligibility criteria relevant to several sectors

Classification
of energy

Sector types
supply and (GX Eligibility criteria
demand classification)

- Making renewable energy a major power source
- Utilization of nuclear power
Energy - Facilitating the introduction of hydrogen and

conversion ammonia*
sector

Energy
supply side
- Establishing electricity and gas markets to

achieve carbon neutrality
- Battery industry*

- Promotion of thorough energy efficiency
improvement”

- Restructuring the manufacturing industry (fuel and
Household

feedstocks transition)*
sector

- Battery industry*

- GXin the transport sector

- Digital investment aimed at decarbonization”
- Houses and buildings”

- Infrastructure

- Facilitating the introduction of hydrogen and

Energy

demand side .
ammonia

- Promotion of thorough energy efficiency
improvement”

- Restructuring the manufacturing industry (fuel and
Industrial feedstocks transition)*

sector - Battery industry”

- Resource circulation

- GXin the transport sector’

- Digital investment aimed at decarbonization”

- Houses and buildings*

- Infrastructure

- Carbon Recycling and CCS
- Food, agriculture, forestry, and fisheries
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Table-9 The GBP classifications of the eligibility criteria and representative nominated use of proceeds (eligible projects)

and an overview of DNV’s opinion

Eligibility criteria Representative
nominated use of

Overview of DNV’s Opinion
Categories (GBP (including the Issuer’s specific measures and key assessment criteria)

classification) Sub-categories proceeds

(eligible projects)
1.1: Promotion of - Promote the spread Energy-saving is an initiative to reduce the amount of energy equivalent
thorough energy of energy-efficient to 62 million kiloliters of crude oil (CO; reduction: equivalent to 0.16
efficiency improvement appliances billion tonnes) in the period FY2013-2030, and is considered to be an
important contribution to the reduction of CO, emissions for the country
as a whole (1.408 billion tonnes in 2013).

- The major assessment criteria include heat pump water heaters (e.g.,
energy efficiency of 3.5 or more” The FY2025 target standard in the
energy-saving top runner scheme), any of the following: non-fossil use
ratio (increase of 30% or more) or quantity (1,000 kiloliter or more)
combined with energy saving, energy consumption intensity
improvement ratio (e.g., 15% or more), etc. In the case of tailor-made
projects”, the project is eligible if it meets one of the following criteria
for the entire factory/workplace: energy-saving ratio + non-fossil use
ratio increase: 10% or more, energy-saving amount + non-fossil use
amount: 700 kiloliter or more, or energy consumption intensity
improvement ratio: 7% or more, etc.

1 Energy efficiency

* Projects that upgrade to equipment that involves mechanical design or
that is designed and manufactured to suit the purpose and use of the
business operator (tailor-made equipment)

- The investment promotion project for Scope 3 emissions reduction
provides subsidies for capital investments in equipment that is expected
to achieve a 30% or more CO2-saving effect compared to the current
equipment. These supports for capital investments target large
companies and small and medium-sized enterprises that are part of the
value chain, making the support relatively broad in scope. In addition,
some investments may involve continued use of fossil fuels, therefore, it
is expected that clear explanations will be provided to ensure that these
investments do not lead to carbon lock-in (the continued use of fossil
fuels hindering decarbonization) in the future.
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Overview of DNV'’s Opinion
(including the Issuer’s specific measures and key assessment criteria)

nominated use of

Sub-categories proceeds
(eligible projects)

Categories (GBP
classification)

Reference links:

- Current situation and challenges for the manufacturing industry - Future policy
directions
https://www.meti.go.jp/shingikai/sankoshin/seizo_sangyo/pdf/014_04_00.pdf

- Energy saving legislation for manufacturers of energy-consuming equipment -
Top Runner Scheme
https://www.enecho.meti.go.jp/category/saving and new/saving/enterprise/equipment/
Act on Rationalizing Energy Use and Conversion to Non-fossil Energy (Energy
saving Act)
https://www.enecho.meti.go.jp/category/saving_and_new/saving/enterprise/overview/

- Support for installing CO,-saving facilities to reduce Scope 3 emissions through
collaboration among companies
https://www.env.go.jp/content/000304298.pdf

1.2: Houses and - Support for building - ZEH (Net Zero Energy House) and ZEB (Net Zero Energy Building), which
buildings new houses and virtually reduce CO, emissions from buildings to zero, are expected to
buildings with high promote the introduction of renewable energy sources such as solar
energy efficiency and power generation installed on roofs, in premises, etc. as well as to save
retrofitting to improve energy in buildings. In addition, activities to reduce energy use in existing
energy efficiency buildings, such as refurbishment with insulated windows, are expected to
Replacing windows with reduce CO, emissions associated with energy use in houses and
thermal insulated buildings.
models with higher
energy efficiency - The Government has established the Top Runner Scheme for building

materials and is working towards 2050 by setting technical requirements
for products, components and equipment to be covered.

- The major assessment criteria are that the building is ZEH or ZEB and
that the thermal transmittance coefficient (Uw value) of insulated
windows is 1.9 or lower, etc. The target projects are the introduction of
products that exceed the 2030 target level in the Top Runner Scheme for
building materials etc.

Reference links:

- Energy saving legislation for manufacturers of energy-consuming equipment - Top
Runner Scheme
https://www.enecho.meti.go.jp/category/saving and new/saving/enterprise/eguipment/
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Categories (GBP

classification) Sub-categories

Representative
nominated use of
proceeds

Overview of DNV'’s Opinion
(including the Issuer’s specific measures and key assessment criteria)

(eligible projects)

Act on the Improvement of Energy Consumption Performance of Buildings (Building
Energy Saving Act)
https://www.mlit.go.jp/jutakukentiku/house/08.html

1.3: Digital investment
aimed at
decarbonization

- Facilitating the
development of and
investment in energy
efficient semiconductors,
photonics electronics
convergence
technologies, etc.

Initiatives to reduce the use of electricity by semiconductors used in all
industries to between one-fifth and one-tenth of the current level and
investments in the development of photonics-electronics convergence
technology to realize energy savings in data centers, which are expected to
expand in the future, are expected to lead to reduced electricity use in the
future.

The major assessment criteria are that the project scale is at least JPY 200
billion, that the project has state-of-the-art facilities and equipment
performance and that the semiconductor device performance index
(bandwidth density/power, (Gbps/mm)/(pl/bit)) is at least 800 times
higher than that of popular products at the time of research and
development.

The medium- to long-term results (decarbonization effects through market
utilization) of the Al foundation model and advanced semiconductor-
related technology development project and the next-generation edge Al
semiconductor research and development project are expected to
contribute directly or indirectly to improving the energy efficiency of
semiconductors themselves and/or products incorporating such
semiconductors. On the other hand, since the research and development
projects include initiatives focused on improving the performance of
semiconductors and the products in which they are used, in addition to
decarbonization related to GX, it is expected that projects aligned with the
objectives of transition bonds will be selected. Furthermore, when
reporting, since the outcomes of these projects are primarily research and
technological development, it is difficult to evaluate quantitative
contributions to decarbonization. Therefore, it is expected that progress
towards the planned objectives will be disclosed.
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Eligibility criteria Representative

nominated use of
Categories (GBP .
classification) Sub-categories proceeds

(eligible projects)

Overview of DNV'’s Opinion
(including the Issuer’s specific measures and key assessment criteria)

Reference links:

- Research, development and social implementation plan for the GI Fund project
“Building the Next Generation Digital Infrastructure”
https://www.meti.go.jp/policy/energy_environment/global_warming/gifund/pdf/gif_15_randd.pdf

- Research and Development of Al foundation models and advanced semiconductor
technologies and related projects
https://www.meti.go.jp/main/yosan/yosan_fy2024/hosei/gx/pdf/r6_gx_pr.pdf

- Research and Development Project of the Enhanced Infrastructures for Post-5G
Information and Communication
https://www.meti.go.jp/policy/mono_info_service/joho/post5g/pdf/20250325_kenkyukaihatsukeik

aku.pdf
- Next-generation edge Al semiconductor research and development project (page
7/18)
https://www.meti.go.jp/main/yosan/yosan_fy2025/pr/pdf/pr_gx.pdf
1.4: Battery industry - Investments in plants - The battery industry is considered to be an important industry from the
manufacturing batteries perspective of promoting the effective use of renewable energy sources
together with their with fluctuating power generation and the electrification of various
material and industrial and household sectors from the use of fossil fuels (heat,
components electricity and power).

- Initiatives to establish supply chains, including the recycling of storage
batteries (e.g., research and development of next-generation storage
batteries, manufacturing including materials, recycling technologies) are
considered to be important from the perspective of promoting the
electrification of the entire society and the sustainable use of storage
batteries.

- The Government is working towards the goal of establishing a domestic
manufacturing infrastructure that will enable a storage battery capacity of
150 GWh/year by 2030, as part of the Battery Industry Strategy in 2022.

- The major assessment criteria are that the project has an expansion of
production capacity for in-vehicle storage batteries (3,000 MWh/year or
more) and stationary storage batteries (300 MWh/year or more).
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Eligibility criteria Representative

nominated use of
Categories (GBP .
classification) Sub-categories proceeds

Overview of DNV'’s Opinion
(including the Issuer’s specific measures and key assessment criteria)

(eligible projects)

Reference links:

- About mission-oriented automobile policy
https://www.meti.go.jp/shingikai/mono_info_service/mobility_kozo_henka/pdf/004_02_00.pdf

- Research, development and social implementation plan related to the GI Fund

project “Development of next-generation storage batteries and motors”
https://www.nedo.go.jp/content/100939364.pdf
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Eligibility criteria Rep.resentatlve Overview of DNV’s Opinion
Categories (GBP nominated use of . . . o .
- sgs ification) Sub-categories proceeds (including the Issuer’s specific measures and key assessment criteria)
(eligible projects)
2 Renewable 2.1: Making renewable - Next-generation solar - With the aim of making renewable energy a major power source, the
energy : cells (perovskite) development and demonstration of technologies that enable power
energy a major power . . . ; 7>
- Floating offshore wind generation using renewable energy sources in limited land and sea areas
source - Development of in Japan with geographical constraints is considered to be an important
submarine DC power initiative, together with the expansion and application of existing
transmission etc. renewable energy sources.

- Specifically, next-generation solar batteries (perovskite), as shown in the
typical use of proceeds (eligible projects), are expected to be installed on
walls and curved surfaces, taking advantage of their lightness and
flexibility. Floating offshore wind turbines are also expected to be
installed in sea areas where it is difficult to use landing type. Both are
considered to be important initiatives for the expansion of renewable
energy in Japan with geographical constraints.

- In addition to the typical use of proceeds, nation-wide initiatives to make
renewable energy a major power source, including further expansion and
application of existing technologies, lower costs, and various schemes,
are considered to be important initiatives for the realization of GX,
including raising the renewable energy source ratio to 36-38% or higher
by 2030, and 40-50% by 2040, which is further expansion of power
generation beyond the increase in ratio, with power generation expected
to increase.

- In addition, further introduction of renewable energy requires to
strengthen interconnection lines (transmission facilities) connecting the
various regions of Japan. The Government plans to develop transmission
facilities, including submarine DC transmission from Hokkaido to Honshu,
on a scale of more than 10 million kW over a period of about 10 years
starting in FY2023.

- The major assessment criterion is that the project is capable of achieving
low generation costs (e.g., wind: JPY 8-9/kWh; solar: JPY 14/kWh).

Reference links:

- Research, development and social implementation plan for the GI Fund project
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Eligibility criteria Representative Overview of DNV's Opinion

Categories (GBP _ nominated use of
ee o Sub-categories proceeds
classification) . .
(eligible projects)

(including the Issuer’s specific measures and key assessment criteria)

“Low-cost offshore wind power”
https://www.meti.go.jp/policy/energy_environment/global_warming/gifund/pdf/gif_01_randd.pdf

- Research, development and social implementation plan for the GI Fund project

“Development of next-generation solar batteries”
https://www.meti.go.jp/policy/energy_environment/global_warming/gifund/pdf/gif_02_randd.pdf

2.2: Infrastructure - Development of cities - Initiatives to optimize (minimize) energy use through the introduction of
and communities decarbonized products, technologies and local energy networks in cities
contributing to and regions and the effective use of renewable energy and stored energy
decarbonization are considered to be important for decarbonizing the industrial sector.

- The major assessment criteria are that the project has a plan with the total
electricity demand in the city or region concerned is equal to the total
electricity supply from renewable energy and other sources, and that the
project includes initiatives that are consistent with the Global Warming
Action Plan. A typical example is the project to support the establishment
of a self-owned line microgrid.
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Eligibility criteria Rep.resentatlve Overview of DNV’s Opinion
Categories (GBP : flominated use of (including the Issuer’s specific measures and key assessment criteria)
el Sub-categories _ proceeds 4
(eligible projects)

3 Low-carbon and 3.1: Utilization of - Next-generation - Initiatives to improve the business environment, research and
decarbonized nuclear power advanced reactors development, and demonstration of innovative light water reactors, high
energy with built-in new temperature gas reactors, fast reactors, etc. incorporating new safety

safety mechanisms mechanisms are considered to be an important initiative for the restart of
*Classification existing nuclear power plants (expecting 20-22% of power generation as
set out in the of 2030 and approximately 20% of power generation as of 2040, when
Issuer’s Climate power generation is expected to increase) in order to achieve carbon
Transition Bond neutrality and stable energy supply from 2030 onwards.

- Low-cost, stable and large-volume hydrogen production and supply using
high-temperature gas reactors is expected to lead to increased use in
various industrial sectors, including the steel and chemical industries, and
contribute to the decarbonization of the entire industry.

- The major assessment criteria are that the project is based on the
strategic roadmap for the development of fast reactors and that the
project has high-temperature gas reactors that enable hydrogen
production (e.g., expecting to supply hydrogen at a rate of approximately
JPY 12/Nm?3 in 2050).

* Restart of the existing nuclear power plants is classified as an initiative
under Section 3.2.

3.2: Establishing - Promoting zero- - The technology development to expand the introduction of low-carbon and
electricity and gas emission thermal decarbonized energy (zero-emission thermal power etc.) using gases such
markets to achieve power as hydrogen (including hydrogen carriers such as MCH) and ammonia, and
carbon neutrality - Renewable energy the development of various environments for research and development
- Existing nuclear power and implementation related to supply chain establishment is considered to
plants (restart) be an important initiative for achieving a stable energy supply and

decarbonization in the future.

- The major criterion is that the project is capable of realizing supply costs
in 2030 and 2050 equivalent to those of fossil fuels (e.g., below JPY
30/Nm? in 2030 and below JPY 20/Nm? in 2050).

- It is expected to specify the content of support for large-scale, ongoing
investments in renewable energy and the restart of nuclear power
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Eligibility criteria Representative

Overview of DNV’s Opinion

nominated use of . . , o e
(including the Issuer’s specific measures and key assessment criteria)

Sub-categories proceeds
(eligible projects)

Categories (GBP
classification)

plants, etc.

Renewable Energy: Considered to be important initiatives for the
realization of GX, including raising the renewable energy source ratio to
36-38% or higher by 2030, and 40-50% by 2040, which is further
expansion of power generation beyond the increase in ratio, with power
generation expected to increase, with the aim of making renewable
energy a main power source.

Nuclear power generation: In addition to nuclear power utilization (next-
generation advanced reactors with built-in new safety mechanisms) as
shown in Section 3.1, ensuring power generation through the restart of
the existing nuclear power plants is considered to be important for the
realization of GX, including raising the power source ratio to 20-22% by
2030 and 20% by 2040, which is further expansion of power generation
beyond the increase in ratio, with power generation expected to
increase. From the perspective that nuclear power plants (next-
generation advanced reactors and existing nuclear power plants) are
required to contribute continuously to the realization of GX as a
decarbonized power source, it is also expected that initiatives related to
the supply chain (such as radioactive waste management and
reprocessing) indicated in the Strategic Energy Plan will be promoted in
parallel. Furthermore, given that the utilization of nuclear power
requires a long-term perspective, it is expected that plans for the
utilization of existing and new nuclear power plants will be clearly
defined by the 2050 carbon neutrality target date (and from the
perspective of maintaining carbon neutrality beyond 2050).

Reference links:

- Research, development and social implementation plan for the GI Fund project
“Establishment of a large-scale hydrogen supply chain”
https://www.meti.go.jp/policy/energy_environment/global_warming/gifund/03r.pdf

- Research, development and social implementation plan for the GI Fund project
“Establishment of a fuel ammonia supply chain”
https://www.meti.go.jp/policy/energy_environment/global_warming/gifund/06r.pdf

- About the Strategic Energy Plan

https://www.enecho.meti.go.jp/en/category/others/basic_plan/
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Eligibility criteria

Categories (GBP
classification)

Sub-categories

Representative
nominated use of
proceeds

Overview of DNV'’s Opinion

(including the Issuer’s specific measures and key assessment criteria)

Clean
transportation

DECINT WORE AND
ERORONIE ERPNTR

o

4.1: Clean
transportation (GX in
transport sector)

(eligible projects)
Support for the
introduction of next-
generation vehicles
Developing
demonstration next-
generation aircraft by
2030s
Production and supply
of sustainable
aviation fuel (SAF)
Promotion of the
construction of zero-
emission ships etc.

The transport sector accounts for approximately 20% of the country’s total
GHG emissions and is the second largest emitting sector after the
industrial sector (FY2022 results: 0.192 billion t-CO>). In order to
decarbonize the transport sector, the de-fossilization (decarbonization) of
fuels used in the automotive, aviation and shipping industries, as well as
electrification and energy-saving (improvement in transport modes such
as logistics) are considered to be important and it needs to be promoted in
both the industrial and household sectors.

Automotive industry: The target projects include the introduction of
zero-emission and low-carbon vehicles such as EVs as clean energy
vehicles, FCVs (passenger cars and commercial) and PHEVs®; hydrogen
aircraft as next- generation aircraft (engine performance, hydrogen tank
weight, energy-saving airframe design (cruising performance), etc.).

* DNV has confirmed that the target PHEVs have been estimated and
confirmed by the Issuer to meet internationally known standards (<50
g-COz/passenger—km*) at the time of the Framework assessment. Note
that the standard may become stricter in the future (e.g., only vehicles
with zero direct emissions, such as EVs and FCVs with 0 g-CO;
/passenger-km, will be eligible), so if the Issuer includes PHEVs as a use
of Transition Bond proceeds, it is expected to reassess at the time of the
Transition Bond issuance.

* Climate Bonds Standard v4.0 Land Transport Standard, April 2023

Aviation industry: Sustainable Aviation Fuel (SAF) is being considered as
an alternative fuel for future use in the aviation sector as part of
international frameworks (ICAO, CORCIA) aimed at decarbonization.
Government support for the establishment of a production and supply
system for SAF (e.g., capital investment) is judged as an important
initiative for advancing decarbonization and enhancing competitiveness
in both technical and economic aspects. In the production of SAF,
indirect GHG emissions are associated with SAF feedstocks and
production process. Therefore, it is expected to clarify the conditions and
criteria that target SAF must meet.
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Eligibility criteria Representative

Overview of DNV’s Opinion
(including the Issuer’s specific measures and key assessment criteria)

nominated use of
Sub-categories proceeds
(eligible projects)

Categories (GBP
classification)

- Shipping industry: Includes subsidy programs for the construction of
zero-emission ships and related equipment for various types of
shipbuilding. However, since the definition of zero-emission ships
includes vessels that use LNG (a fossil fuel) as engine fuel in addition to
hydrogen, ammonia, batteries, etc., it is expected to clarify that it does
not lead to carbon lock-in (the continued use of fossil fuels hindering
decarbonization) in the future.

Reference links:

- Research, development and social implementation plan for the GI Fund project
“Building a smart mobility society”
https://www.meti.go.jp/policy/energy_environment/global_warming/gifund/pdf/gif_14_randd.pdf

- Research, development and social implementation plan for the GI Fund project
“Development of next generation aircraft”
https://www.meti.go.jp/policy/energy_environment/global_warming/gifund/pdf/gif 16_randd.pdf

- Research, development and social implementation plan for the GI Fund project
“Development of next generation ships”
https://www.meti.go.jp/policy/energy_environment/global_warming/gifund/pdf/gif 17_randd.pdf

- Promotion of construction of zero-emission ships etc.

https://pczes.jstra.jp/
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Eligibility criteria Representative

Overview of DNV’s Opinion
(including the Issuer’s specific measures and key assessment criteria)

Categories (GBP nominated use of

e a Sub-categories proceeds
classification) (eligible projects)
4.2: Infrastructure - Development of - The energy used in each urban and regional (industrial zones etc.)
cities and infrastructure (ports, roads, (hybrid) dams, sewers, etc.) is to be
communities decarbonized across the entire area.

contributing to

decarbonization - The major assessment criteria are that the project has a plan with the

total electricity demand in the city or region concerned is equal to the total
electricity supply from renewable energy and other sources, and that the
project includes initiatives that are consistent with the Plan for Global
Warming Countermeasures.

Reference links: *Carbon neutral ports as a typical example

- About carbon neutral ports (CNPs)
https://www.mlit.go.jp/kowan/kowan_tk4_000054.html

- Manual for the preparation of the “Port Decarbonization Promotion Plan”
https://www.mlit.go.jp/kowan/content/001767698.pdf

- Outline of the certification system for decarbonization of port terminals
https://www.mlit.go.jp/kowan/content/001877457.pdf
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Eligibility criteria Representative Overview of DNV’s Opinion
Categories (GBP ; nominated ise of (including the Issuer’s specific measures and key assessment criteria)
classification) Sub-categories . _proceed_s
(eligible projects)
5 Circular economy | 5.1: Restructuring - Energy/manufacturing - GHG emissions in the industrial sector are mainly associated with the use
adapted products the manufacturing process conversion of electricity and heat. The industrial sector is the largest sector,

. "l industry (fuel and (hard-to-abate accounting for approximately 30% of Japan's GHG emissions (FY2022
production feedstocks transition) industries) result: 0.352 billion t-CO>). In particular, in the steel, chemical, cement,
technologies and - Development and pulp and paper and biomanufacturing industries, which are so-called GHG-
processes introduction of innovative intensive industries due to their high consumption of electricity and heat in

technologies such as the product manufacturing process, various energy-saving measures as

hydrogen reduction well as fuel and feedstocks transition (from coal and heavy oil to gas,

steelmaking decarbonized energy or feedstocks that do not rely on fossil resources),
- Decarbonization of etc. are considered to be important initiatives.

thermal processes o ) )
- The above-mentioned GHG-intensive industries are required to be

addressed with reference to the technology roadmap prepared by the
Ministry of Economy, Trade and Industry (METI) as a specific direction for
the transition towards achieving carbon neutrality in 2050.

- The major assessment criteria are that the project can establish
ironmaking process (blast furnace hydrogen reduction technology and
direct hydrogen reduction technology) that reduces CO; emissions by 50%
or more in the steel sector, or industrial furnaces with 50% hydrogen
mixing by FY2031 to decarbonize the heat used or technology to reduce
peak electricity consumption and electricity receiving capacity by 30% or
more in the manufacturing sector as decarbonization of thermal processes
in use.

- In the above evaluation criteria, since all of them may continue to involve
the use of fossil fuels, it is expected clarify that they will not lead to
carbon lock-in (the continued use of fossil fuels hindering decarbonization)
in the future.

Reference links:

- Current status and challenges for the manufacturing industry Future policy
directions
https://www.meti.go.jp/shingikai/sankoshin/seizo_sangyo/pdf/014_04_00.pdf

- Research, development and social implementation plan for the GI Fund project
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Eligibility criteria Representative Overview of DNV's Opinion

Sub-categories proceeds (including the Issuer’s specific measures and key assessment criteria)
(eligible projects)

Categories (GBP nominated use of

classification)

“Hydrogen utilization in steelmaking processes”
https://www.meti.go.jp/policy/energy_environment/global_warming/gifund/pdf/gif_05_randd.pdf
- Research, development and social implementation plan for the GI Fund project
“Decarbonization of thermal processes in the manufacturing sector”
https://www.meti.go.jp/policy/energy_environment/global_warming/gifund/pdf/gif_20_randd.pdf

- Support for energy/manufacturing process conversion for hard-to-abate industries
https://www.meti.go.jp/policy/energy_environment/global_warming/gx_budget/gx_HtA.html

Page 58 of 146



Eligibility criteria

Categories (GBP

classification)

Sub-categories

Representative
nominated use of
proceeds

Overview of DNV’s Opinion

(including the Issuer’s specific measures and key assessment criteria)

5.2: Facilitating
introduction of
hydrogen and ammonia

(eligible projects)

- Support focused
on the price
difference to build
supply chains for
Low-carbon
hydrogen and its
derivatives

- Hydrogen Hub
Development
Program.

- Large-scale supply
chain building

*Hydrogen etc.: Including
hydrogen, ammonia,
synthetic methane (e-
methane), and synthetic
fuel (e-fuel)

Initiatives to facilitate the introduction of hydrogen and ammonia are
considered to be necessary technologies for both the energy supply side
(energy conversion sector) and the energy demand side (mainly industrial
sector). In the establishment of supply chains (production, transport,
storage, and utilization) for hydrogen and ammonia utilization, the
establishment and cost-cutting of production technologies (e.g.,
production of green hydrogen by water electrolysis using renewable
energy) to secure the supply volume for the expected demand to make it
commercially available as a decarbonized fuel. This is considered to be an
important initiative in facilitating the introduction and utilization of
hydrogen and ammonia. The main focus here is on large-scale supply and
cost-cutting.

Hydrogen and ammonia are subject to various measures based on the
Hydrogen Society Promotion Act, and it has been demonstrated that the
formation of supply hubs for hydrogen and other carbon-neutral fuels is
important, in addition to the above initiatives. The Government has
outlined a three-stage plan to support the future use of hydrogen by
2030, and this initiative is part of those activities, providing financial
support.

Phase 1: Feasibility study (FS); Phase 2: Design (FEED); Phase 3:
Infrastructure development

The planned domestic introduction of hydrogen and ammonia is as
follows:

2030 Hydrogen: 3 million tonnes; Ammonia: 3 million tonnes (approx.
0.5 million tonnes of hydrogen equivalent)

2050 Hydrogen: 20 million tonnes; Ammonia: 30 million tonnes
(approx. 5 million tonnes of hydrogen equivalent)

The major assessment criteria are the establishment of the supply chain
necessary to realize the above-mentioned domestic introduction volumes
and projects that enable supply costs to be equivalent to fossil fuels, i.e.,
below JPY 30/Nm? in 2030 and below JPY 20/Nm?3 in 2050.

Reference links:
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Eligibility criteria Representative

nominated use of

Sl Gl Sub-categories proceeds

classification)

Overview of DNV’s Opinion
(including the Issuer’s specific measures and key assessment criteria)

(eligible projects)

- Research, development and social implementation plan for the GI Fund project
“Establishment of a large-scale hydrogen supply chain”
https://www.meti.go.jp/policy/energy_environment/global_warming/gifund/03r.pdf

- Research, development and social implementation plan for the GI Fund project
“Establishment of a fuel ammonia supply chain”
https://www.meti.go.jp/policy/energy_environment/global_warming/gifund/06r.pdf

- About Sector-Specific Investment Strategies 10. Hydrogen
https://www.cas.go.jp/jp/seisaku/gx_jikkou_kaigi/senmonka_wg/dai9/siryou.pdf
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Eligibility criteria Representative

: Overview of DNV’s Opinion
nominated use of

(including the Issuer’s specific measures and key assessment criteria)

Categories (GBP

. . Sub-categories proceeds
classification) (eligible projects)
5.3: Carbon - Support for research - Initiatives to make available fuels that contribute to decarbonization, such
Recycling and CCS and development of as SAF (Sustainable Aviation Fuel), synthetic fuels and synthetic methane
(Carbon Captured & Carbon Recycling fuel as carbon recycling (e.g., development of regulations and systems,
Storage) coordination with international rules) are important for realizing

decarbonization in the transport sector (which accounts for approximately
20% of emissions in Japan) etc.

- CCS (Carbon Captured & Storage) is to capture CO; that will remain
emitted in the future and store it underground or elsewhere.
Internationally, the introduction of CCS is recognized as a necessary step
towards achieving carbon neutrality. Early actions are considered to be
necessary to secure the amount of CCS storage indicated in the eligibility
criteria and to establish domestic and international value chains and CCS
markets.

- The major assessment criteria include projects that develop and
demonstrate control technologies to address feedstock variability”. There
are no clear criteria for CCS at present, but projects that meet the above
eligibility criteria through the Issuer’s project evaluation and selection
process are eligible.

* The feedstocks for the production of synthetic fuels are waste materials
from various applications (e.g., waste oil) etc., and the properties of the
feedstocks fluctuate. Therefore, in order to improve the efficiency of
carbon recycling, it is necessary to develop technologies such as
temperature control during production and the adjustment of
appropriate catalyst quantities in response to fluctuations in the
properties etc. of the feedstocks.

Reference links:

- Research, development and social implementation plan for the GI Fund project
“Development of fuel production technology using CO, etc.”
https://www.meti.go.jp/policy/energy_environment/global_warming/gifund/pdf/gif 08_randd_set.pdf

- Research, development and social implementation plan for the GI Fund project
“Development of CO, separation and collection
technologies” https://www.meti.go.jp/policy/energy_environment/global_warming/gifund/pdf/gif_10
_randd_ set.pdf
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Eligibility criteria Rep_resentatlve Overview of DNV’s Opinion
Categories (GBP nominated use of . . . o o
lelfi=e | Sub-categories proceeds (including the Issuer’s specific measures and key assessment criteria)
classification) . .
(eligible projects)

6 Environmentally | 6.1: Food, agriculture, - Decarbonization of - As absorption sources for greenhouse gases, forests, agricultural lands
sustainable forestry, and fisheries agriculture, forestry and seaweed beds of the food, agriculture, forestry, and fisheries
management of industry and fisheries industries play an essential role in achieving carbon neutrality by 2050 as
living natural well as for decarbonization and mitigation of environmental impacts.
:‘esgurcesgnd | - There are no clear criteria for food, agriculture, forestry, and fisheries.
:c':)n:::; freular However, projects that contribute to the above through the Issuer’s

project evaluation and selection process in accordance with the “Green
Food System Strategy” and the “Green Food System Act” are eligible.

Reference links:

- Green Food System Strategy
https://www.maff.go.jp/j/kanbo/kankyo/seisaku/midori/attach/pdf/index-10.pdf

- Green Food System Act
https://www.maff.go.jp/j/kanbo/kankyo/seisaku/midori/houritsu.html#h_69877885961662471448330

- Research, development and social implementation plan for the GI Fund project
“Development of CO, and other reduction and absorption technologies for food,
agriculture, forestry, and fisheries”
https://www.meti.go.jp/policy/energy_environment/global_warming/gifund/pdf/gif 18_randd.pdf

Page 62 of 146



Eligibility criteria Representative

nominated use of Overview of DNV’s Opinion
Sub-categories proceeds (including the Issuer’s specific measures and key assessment criteria)
(eligible projects)

Categories (GBP
classification)

6.2: Resource - Investment to - Initiatives to avoid at most additional CO, emissions in the supply chain in
circulation accelerate resource the entire society through investments to introduce equipment etc. for low
circulation of and decarbonized resources (e.g., recycled materials and bio-materials),
plastics, metals, material-saving resources and services such as leasing and sharing
sustainable aviation (investments in the arterial industry), and investments to introduce
fuel (SAF), etc. equipment etc. for recycling and re-use of plastics, metals (including

battery materials, solar panels, etc.), biomass waste (e.g., production and
supply of SAF) (investments in the venous industry) are considered to be
important to minimize energy use in the future.

- The major assessment criteria include projects that establish technologies
to realize waste incineration facilities based on CO, separation and
collection that meet a stable collection rate of 90% or more of the carbon
contained in waste under specified conditions by 2030.

Reference links:

- Research, development and social implementation plan for the GI Fund project
“Development of production technology of plastic raw materials using CO, etc.”
https://www.meti.go.jp/policy/energy_environment/global_warming/gifund/pdf/gif_07_randd.pdf

- Research, development and social implementation plan for the GI Fund project
“Development of fuel production technology using CO, etc.”
https://www.meti.go.jp/policy/energy_environment/global_warming/gifund/pdf/gif 08_randd_set.pdf

- Research, development and social implementation plan for the GI Fund project
“Development of manufacturing technology for concrete etc. using

COy" https://www.meti.go.jp/policy/energy_environment/global_warming/gifund/pdf/gif_09_randd
.pdf

- Research, development and social implementation plan for the GI Fund project
“Development of CO, separation and collection technologies etc.”
https://www.meti.go.jp/policy/energy_environment/global_warming/gifund/pdf/gif_10_randd_set.pdf

- Research, development and social implementation plan for the GI Fund project
“Achieving carbon neutrality in the field of waste and resource circulation”
https://www.meti.go.jp/policy/energy_environment/global_warming/gifund/gif 11 randd2.pdf

- Research, development and social implementation plan for the GI Fund project
“Promotion of carbon recycling using CO, as a direct feedstock through
biomanufacturing technology”
https://www.meti.go.jp/policy/energy_environment/global_warming/gifund/pdf/gif_19_randd.pdf
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- DNV has confirmed that the Issuer plans to allocate all amount of the net
proceeds, excluding expenses, of the entire amount of proceeds from the
Climate Transition Bond to new investment and refinancing for eligible projects
that meet the Issuer’s investment plan to implement its Transition Strategy.
With regard to refinancing, eligible projects are those to which the proceeds
were disbursed in the previous fiscal year retrospectively from the date of the
financing.

- The eligibility criteria and eligible projects focus on green projects classified
under GBP/GBGL (e.g., in the renewable energy sector and the energy-saving
sector (energy efficiency etc.)) and also include activities that need to be
addressed at present in order to achieve carbon neutrality in the future (e.g.,
initiatives for phasing out fossil fuel use, the utilization of nuclear power, etc.)
like the eligibility criteria classified as low-carbon and decarbonized energy.

- Green projects classified under GBP/GBGL and projects that meet the eligibility
criteria classified as low-carbon and decarbonized energy are eligible projects
that directly or indirectly support projects that result in significant GHG
emission reductions as exemplified by CTFH/CTFBG and GBP/GBGL or that
contribute to achieving carbon neutrality, which contribute to achieving national
targets, roadmaps for individual industries, etc. Eligible projects have been
assessed for meeting the criteria set out by the Issuer and for having clear
environmental benefits on the Transition Strategy, and are expected to
contribute to the SDGs.

- The Issuer is also required to be aware that some eligible projects that meet
the criteria at the time of the Framework assessment, such as PHEVs, may
need to be reassessed due to future revisions of the criteria (e.g., stricter
thresholds or revised assessment boundaries). It is expected that the project
will be assessed to ensure that it is an eligible project at the time of issuance of
the transition bond by monitoring international trends, reviewing the
assessment criteria in a timely manner, etc.

Based on the above, DNV judges that the Climate Transition Bond satisfies the element
required by GBP-1 that “the issuer must use the proceeds for eligible projects that
provide clear environmental benefits”.”
* Proceeds from transition bonds are also allowed to be allocated to related projects necessary to
realize Just Transition and the transition strategy.
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Use of proceeds classified under GBP

X

O

Renewable energy

Pollution prevention and control

Conservation of terrestrial and aquatic
Biodiversity

Sustainable water resources and
wastewater management

Circular economy adapted products,
production technologies and
processes (circular economy)

Other: Low-carbon and decarbonized

energy (item set out in the Issuer’s
Climate Transition Bond)

Energy efficiency (energy savings)

Environmentally sustainable management of
living natural resources and land use
X  Clean transportation

O Adaptation to climate change
O Green buildings with locally, nationally or

internationally recognized standards or
certifications

Projects/eligibility criteria that are undetermined at the time of finance execution, but
have been confirmed through appropriate processes to fit into the GBP classification or
other eligibility areas not currently listed in the GBP, may be included.
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GBP-2. Process for Project Evaluation and Selection

- The Issuer selects projects based on an assessment that they meet the GBP-
1 eligibility criteria and the criteria required for an eligible project, and that
they have clear environmental benefits in the timeline required by the
roadmap. Eligible projects are planned to cover a range of activities such as
technology development/research and development, demonstration tests,
support for equipment and system installation (subsidies), etc., according to
the timeline until the project is socially implemented.

- Specifically, eligible projects to which the proceeds will be allocated will be
confirmed by the ministries in charge of the projects to be consistent with
the “GX Promotion Strategy” and conform to the selection criteria set out in
GBP-1 for each eligibility criterion. Eligible projects that are found to be in
conformity will be re-confirmed by the “Intergovernmental Committee on
the Issuance of GX Economy Transition Bonds,” consisting of Director-
Generals, and relevant ministries and agencies as necessary, and finally
reported to the “GX Implementation Council,” chaired by the Prime Minister.
Each eligible project is determined annually by a resolution of the Diet as
part of the governmental budget.

The members of the above Intergovernmental Committee are as follows:

+ Cabinet Secretariat

+ Financial Services Agency

+ Ministry of Finance

+ Ministry of Economy, Trade and Industry
* Ministry of the Environment

- When selecting eligible projects, the Issuer will ensure to take negative
environmental and social impacts into account (including the necessary
procedures in the region where the project is to be implemented) and that
the proceeds are not allocated to projects related to the following exclusion
criteria.

<Exclusion criteria>

+ Businesses with the purpose of manufacture or distribution of
inhumane weapons such as nuclear, chemical, biological and other
weapons of mass destruction or anti-personnel landmines, or
businesses engaged in the manufacture of products or provision of
services supporting manufacture or sale of inhumane weapons such as
nuclear, chemical, biological and other weapons of mass destruction or
anti-personnel landmines;

+ Businesses related to coal mining, refining or transportation;

+ Businesses related to the ownership or operation of gambling facilities
or businesses;
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+ Businesses related to forced labor or businesses related to unfair trade,
bribery, corruption, extortion, embezzlement or other inappropriate
relationships that do not comply with the laws and regulations of the
country where the business is located;

+ Businesses related to transactions that could cause human rights,
environmental or other social problems.

- DNV has confirmed that the Issuer assesses and selects projects after
confirming negative impacts (including exclusion criteria) following a
standard process. However, in order to assess and select projects as
Transition Bond eligible projects, including those, DNV recommends to make
a common documentation as a robust process for operation that takes into

account Just Transition, avoidance of

lock-in, additional positive

environmental impacts, etc., as required specifically for the Transition Bond

as shown in the CTFH/CTFBG.

Based on the above, DNV judges that the Climate Transition Bond satisfies the
element required by GBP-2 that “the issuer must outline the process for
determining the eligibility of the project and outline how the project considers its

impact on the targets.”

Evaluation and selection

The project is consistent with the
achievement of the Issuer’s
environmental contribution targets.

The project is an eligible project as
the use of green finance proceeds
and is transparent.

The project is evaluated and selected O
based on published criteria abstracts
(green project with existing

referenceable criteria).

Information on responsibility and accountability

Evaluation/selection criteria based on
advice or verification by an external
body

Other (please specify):

The project has been assessed and
selected through a documented process
that demonstrates that it meets the
defined eligibility category.

The project has been assessed and
selected through a documented process to
identify and manage potential ESG risks
associated with the project execution.
Other (please specify):

Evaluation within the organization
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Management of Proceeds

Management of allocation of proceeds:

- The Issuer has specified the Ministry of Economy, Trade and Industry
(METI) to be responsible for the allocation and management of proceeds
using an internal management system (Government Accounting System,
ADAMS II, etc.). The proceeds of the Climate Transition Bond will be
received in the Energy Supply and Demand Account of the Special Account
for Energy Measures and will be managed separately from other accounts.

- Specifically, the procurement is carried out by the Ministry of Finance, and
after payment to the Accounting Office of the Agency for Natural Resources
and Energy, revenue and expenditure management is carried out using an
internal management system. The Accounting Office of the Agency for
Natural Resources and Energy manages the allocation of proceeds through
the allocation to the private sector etc. via the responsible office and
ministry.

- The management status of the proceeds allocation can be tracked on an
eligible project basis as “costs for measures to promote a smooth transition
to a decarbonized growth economic structure” using an internal
management system from the issuance of the transition bond until the
redemption.

- The Issuer intends that the proceeds will be allocated to projects that have
been put into operation (commenced operation) or to which proceeds have
been allocated in the fiscal year that includes the date of fundraising, after
the fiscal year and in the previous year.

Management of unallocated proceeds:

- Until the proceeds are allocated to eligible projects, all unallocated
proceeds will be managed as cash and will not be used for other temporary
investments (including green investments) etc.

The Issuer will be subject to annual inspections by the Board of Audit of Japan of
its proceeds management results. During the inspections by the Board of Audit of
Japan, the climate transition bond-specific management process required under
GBP-3 will also be inspected.

Based on the above, DNV judges that the Climate Transition Bond satisfies the
element required by GBP-3 that “the issuer must track and manage the proceeds
(and, where necessary, establish and manage under appropriately classified
portfolio units) and disclose how unallocated proceeds are treated.”
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Tracking and management of proceeds:

X Some or all of the proceeds from the Climate Transition Bond that are planned to be
allocated are systematically distinguished or tracked by the Issuer.

[ Disclosure of intended types of temporary investment instruments for unallocated proceeds

X Other: Unallocated proceeds are managed in cash.

Additional disclosure:

O Allocations to future investments only X Allocations to both existing and future
investments
Allocations to individual X Allocations to a portfolio of disbursements
disbursements
O Disclosure of portfolio balance of O Other (please specify):

unallocated proceeds
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GBP-4. Reporting

DNV has confirmed that the Issuer intends to report the following on an
annual basis on the Government’s website as proceeds allocation reporting
and impact reporting until the Issuer has fully allocated the proceeds from
the Climate Transition Bond.

The Issuer intends to work on to strengthen organization’s commitments
and gain market recognition for the content of the upfront investment by
additionally disclosing the mid-term strategy and the expected
environmental benefits as well as the allocation status of proceeds and the
direct impacts (environmental benefits) of eligible projects to which the
allocation has been made.

In the event of a significant change in circumstances in eligible projects
(e.g., significant process changes, suspension/discontinuation, changes in
specifications that have a significant impact on the environmental
benefits), the Issuer will disclose it even after the completion of the
proceeds allocation.

DNV recommends that impact reporting should not be limited within the
period up to the completion of the proceeds allocation, but also after the
completion of the proceeds allocation until milestones are reached that are
considered to be important, such as the completion of the project or the
achievement of expected environmental benefits. DNV also recommends to
establish and operate an appropriate reporting period as a documented
process as an internal arrangement of the Issuer.

Allocation status reporting:

- The Issuer will report on the allocation status of proceeds on an annual
basis on the Government’s website, at least until the full amount of the
proceeds has been appropriated. Allocation status reporting will be on a
project-by-project or eligibility criteria basis and will include the following
items, taking into account confidential obligations.

+ Allocated amount and unallocated balance

+ Estimated amount of the proceeds allocated in the fiscal year
prior to the issuance

- The 2023 Climate Transition Bond reporting (Allocation Report) is available in
Japanese and English on the Ministry of Finance website below.

https://www.mof.go.jp/jgbs/topics/JapanClimateTransitionBonds/index.html

Impact reporting (environmental benefits reporting):

- The Issuer will, at least until the full amount of proceeds has been
allocated, report on the items of major environmental benefits (mainly GHG
emission reduction effects) on a project-by-project or eligibility criteria
basis (direct and indirect benefits and expected future benefits) and
progress status of projects on an annual basis on the Government's
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website, taking into account confidential obligations and the extent
practicable.

- In the event of a significant change in circumstances in eligible projects
(e.g., significant process changes, suspension/discontinuation, changes in
specifications that have a significant impact on the environmental benefits)
during the redemption period of the bond after allocations have
commenced, the Issuer will disclose it in a timely manner or through
reporting.

- DNV recommends that the impact reporting is conducted in comparison
with what the Issuer actively discloses about specific environmental benefit
indicators to be used for each eligibility criterion, representative project,
etc. and the calculation method (including baseline conditions), where
practicable, in the statutory documents for each bond issuance etc.

Based on the above, DNV judges that the Climate Transition Bond satisfies the element
required by GBP-4 that “the issuer shall, at least, report to bond investors regarding the
allocation status of proceeds and quantitative or qualitative performance (environmental
benefits) of eligible projects.”

Allocation status reporting:
X  Project-by-project X On a project portfolio basis
0 Linkage to individual bond(s) O Other (please specify):
Information reported:
X Allocated amounts O Green financed share of total investment
O Other (please specify):
Frequency:
X Annual ] Semi-annual

O Other (please specify):

Impact reporting (environmental benefits reporting):

X  Project-by-project X  oOn a project portfolio basis
O  Linkage to individual bond(s) O  Other (please specify):
Frequency:
X Annual O Semi-annual

O  Other (please specify):
Information reported (expected or ex-post):
X GHG emissions/savings O Energy savings

X oOther ESG indicators (please specify): According to project progress and other properties
of each eligibility criterion or eligible project
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Means of disclosure

O Information published in financial report [ Information published in sustainability report
(Integrated Report)

O Information published in ad hoc documents Other (please specify): The Government’s
website

O Reporting reviewed (if yes, please specify which parts of the reporting are subject to external
review)

External review (post-issuance periodic review of the Climate Transition Bond)

The Issuer will obtain an external review on an annual basis until the proceeds have
been fully allocated in order to increase certainty (consistency) and objectivity of the
ongoing compliance of the Climate Transition Bond with the relevant principles,
guidelines and other required elements.
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VII. Assessment Conclusion

On the basis of the information provided by the Issuer and the work undertaken, it is DNV’s
opinion that the Framework meets the criteria established in the Protocol, and that it is
aligned with the following stated definition or purpose of the CTFH/CTFBG and GBP/GBGL.

“Provide an investment opportunity with transparent sustainability credentials”

“Enable capital-raising and investment for new and existing projects with environmental
benefits"

DNV Business Assurance Japan K.K.

3 July 2025
’d
A Udngpo K Lergyy : "
Thomas Leonard Naoki Maeda
Technical Reviewer Representative Director /
Head of Section, Sustainability Services SCPA Senior Vice President
Supply Chain & Product Assurance DNV Business Assurance Japan K.K.

DNV Australia, New Zealand and Southeast Asia

Masato Kanedome Akira Tsukasaki
Project Manager Assessor
DNV Business Assurance Japan K.K. DNV Business Assurance Japan K.K.
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About DNV

Driven by our purpose of safeguarding life, property and the environment, DNV enables organisations to advance the safety and
sustainability of their business. Combining leading technical and operational expertise, risk methodology and in-depth industry knowledge,
we empower our customers’ decisions and actions with trust and confidence. We continuously invest in research and collaborative
innovation to provide customers and society with operational and technological foresight.

With our origins stretching back to 1864, our reach today is global. Operating in more than 100 countries, our 16,000 professionals are
dedicated to helping customers make the world safer, smarter and greener.

Disclaimer

Responsibilities of the Management of the Issuer and the Second-Party Opinion Providers, DNV: The management of Issuer has provided
the information and data used by DNV during the delivery of this review. Our statement represents an independent opinion and is intended
to inform the Issuer management and other interested stakeholders in the Bond as to whether the established criteria have been met,
based on the information provided to us. In our work we have relied on the information and the facts presented to us by the Issuer. DNV is
not responsible for any aspect of the nominated assets referred to in this opinion and cannot be held liable if estimates, findings, opinions,
or conclusions are incorrect. Thus, DNV shall not be held liable if any of the information or data provided by the Issuer's management and
used as a basis for this assessment were not correct or complete.
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Schedule-1 Climate Transition Bond Eligibility Criteria and Representative Nominated Use of Proceeds (Eligible Projects)

The representative nominated use of proceeds (eligible projects) shown in the table have been assessed for eligibility by the Issuer at the time
of the Framework assessment (as of June 2025). Future issuances of transition bonds based on the Framework may include, in addition to the
representative nominated use of proceeds (eligible projects) shown in the table, eligible projects of which eligibility has been additionally
confirmed by the Issuer in accordance with the “Process for Project Evaluation and Selection” described in the Framework and, if necessary
additional assessments will be made in a timely manner by an external evaluation body.

Eligibility criteria

Categories Representative nominated use of proceeds (eligible projects)

o Sub-categories
(GBP classification)

1.1: Restructuring the | Subsidy system for energy-saving measures in the industrial sector
manufacturing industry (fuel and - Decarbonization of factories, energy savings

Promotion of feedstocks transition) - Fuel and feedstock transition measures in five major industries etc.

thorough Subsidy system for energy-saving measures in the household sector

energy 1.2: Houses and buildings - Subsidy for energy-saving refurbishment of existing buildings

efficiency - Subsidy for low-carbon housing (life cycle) technology development etc.

1 | Energy efficiency improvement 1.3: Digital investment aimed at Facilitating the development of and investment in energy efficient

decarbonization semiconductors, photonics electronics convergence technologies, etc.

Investments in plants manufacturing batteries together with their material
and components

Next-generation solar cells (perovskite)

1.4: Battery industry

Floating offshore wind

2.1: Making renewable energy a major power source| Costs of basic surveys and maintenance of submarine DC transmission etc.
Infrastructure facilities (costs of introducing renewable energy in diverse
infrastructure spaces such as airports, roads, dams and sewers)

2 | Renewable energy

2.2: Infrastructure Support for the establishment of self-owned line microgrids
Low—carbpn and 3.1: Utilization of nuclear power Research and development of next-generation advanced reactors with built-
decarbonized e P in new safety mechanisms
3 energy
*Classification set out in | 3.2: Establishing electricity and gas markets to Research and development towards zero-emission thermal power
the Issuer’s Climate achieve carbon neutrality Renewable energy, existing nuclear power plants (restart)
Transition Bond
4 | Clean transportation 4.1: Clean transportation (GX in transport sector) - Support for the introduction of next-generation vehicles
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Eligibility criteria

Sub-categories

Representative nominated use of proceeds (eligible projects)

(GBP classification)

- Developing demonstration next-generation aircraft by 2030s

- Production and supply of sustainable aviation fuel (SAF)

- Promotion of the construction of zero-emission ships etc.

4.2: Resource circulation

- Decarbonization of fuels (SAF, synthetic fuels, etc.)

4.3: Infrastructure

- Introduction of Carbon Neutral Ports (CNP) and clean transportation at
airports and other infrastructure facilities

Circular economy adapted
products, production
technologies and
processes

5.1: Restructuring the manufacturing industry
(fuel and feedstocks transition)

- Energy/manufacturing process conversion Energy and manufacturing
process conversion projects (hard-to-abate industries)

- Development and introduction of innovative technologies such as
hydrogen reduction ironmaking

- Decarbonization of thermal processes

5.2: Facilitating the introduction of hydrogen and
ammonia

- Support focused on the price difference to build supply chains for Low-
carbon hydrogen and its derivatives
- Hydrogen Hub Development Program
- Large-scale supply chain building
*Hydrogen etc.: Including hydrogen, ammonia, synthetic
methane (e-methane), and synthetic fuel (e-fuel)

5.3: Carbon Recycling and CCS

Support for research and development of Carbon Recycling fuel

Environmentally
sustainable management
of living natural resources
and land use, Circular
economy

6.1: Food, agriculture, forestry, and fisheries

Decarbonization of agriculture, forestry and fisheries

6.2: Resource circulation

Investment to accelerate resource circulation of plastics, metals, sustainable
aviation fuel (SAF), etc.
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Schedule-2 Climate Transition Finance Eligibility Assessment Protocol

The following checklists are the DNV assessment protocol created for the eligibility assessment based on the disclosure requirements of the CTFH.
The “Confirmed documents” in “Work Undertaken” column include public or non-public documents (internal document of the Issuer), information, etc. and are

provided to DNV by the Issuer as evidence for determining the eligibility.

Criteria

Requirements

Work Undertaken

DNV Findings

1 Issuer’s Climate
Transition
Strategy and
Governance

The green, sustainability or sustainability-
linked financing should be directed toward
enabling an issuer’s GHG emissions
reduction strategy in alignment with the
goals of the Paris Agreement.

Recommended information and indicators:

a long-term, science-based target to
align with the goals of the Paris
Agreement;

relevant and credible interim science-
based targets in the short and
medium-term on the trajectory
towards the long-term goal, in line
with the relevant regional, sector, or
international climate change
scenarios;

disclosure on an issuer’s transition
plan or climate transition strategy.
This should include specific
itemisation of the main levers
towards GHG emissions reduction,
such as a detailed capital expenditure
(CapEx) plan and relevant
technological implications (i.e.,
amounts to be spent, what carbon

Confirmed documents:

- Framework

- Basic Policy for the
Realization of GX
(roadmap)

- Plan for Global
Warming
Countermeasur
es

- Strategic Energy Plan

- Long-term strategy
as a growth strategy
based on the Paris
Agreement

- Japan’s NDC

- Sector-specific
technology roadmap

- Sector-Specific
Investment
Strategies

- GX Implementation
Council documents

Interview with the
Issuer

The Climate Transition Bond is a plan implemented with a
strategy and governance to achieve Japan’s 2050 carbon
neutrality in line with the goals of the Paris Agreement and
science-based mid-term goals of 46% GHG emissions
reduction by FY2030, FY2035, and FY2040 (compared to

FY2013).
Target GHG reduction targets
R ke
year (compared to FY2013) SHIEES
46% reduction Conventional
FY2030 | (challenge to achieve target
further 50% reduction) ¢
FY2035 | 60% reduction Added
FY2040 | 73% reduction Added
ional
Carbon neutrality by 2050 Conventiona
target

i)  The Issuer has explained that the 2050 carbon
neutrality is consistent with the goals of the Paris

Agreement.

ii)  The Issuer has set mid-term goals of 1) 46%
reduction in GHG emissions by FY2030 (compared to
FY2013), 2) 60% reduction by FY2035, and 3) 73%
reduction by FY2040, which is the intersection of the
target years of 1)-3) with the year 2050 on a
trajectory linearly interpolated from FY2013

cost is considered for implementing
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Ref.

Criteria

Requirements

such CapEx programme, operational
impacts, regulatory considerations,
etc.);

clear oversight and governance of an
issuer’s climate transition strategy,
including management/board level
accountability; and

evidence of a broader sustainability
strategy to mitigate relevant
environmental and social
externalities, including ‘just transition’
considerations where appropriate,
and contributions to the UN
Sustainable Development Goals (UN
SDGs).

Work Undertaken

DNV Findings

iv)

i)

emissions to 2050 carbon neutrality, and is judged
to have a scientific basis. In addition, the mid-term
goals have been set in the GX Roadmap, the GX
2040 Vision, the Sector-Specific Investment
Strategies, and the Plan for Global Warming
Countermeasures as ambitious targets and specific
initiatives as reduction rates for each industrial
category that emits greenhouse gases, and ensuring
their implementation brings relevance and credibility
for achieving the goal.

The Issuer has associated in its roadmap an
investment program of approximately JPY 20 trillion
in governmental support over a 10-year period from
FY2023 and an overall public-private investment
amount of over JPY 150 trillion with the transition
plan and Transition Strategy. The main instruments
for GHG emission reduction are organized in the Plan
for Global Warming Countermeasures and the
roadmap.

The Issuer has established a structure and
mechanism to promote the Transition Strategy as a
country. The above plans and strategies, which form
the basis for the implementation of the Transition
Strategy, will be updated annually or through periodic
follow-ups and revisions. These GX initiatives will be
discussed with relevant ministers and experts at the
GX Implementation Council chaired by the Prime
Minister, where the policy direction will be decided.
This means that the GX is judged to have clear
oversight and governance with accountability by the
state.

With regard to direct or indirect contributions to the
SDGs, the Issuer has further categorized its
decarbonization initiatives towards the GX, which
are classified into 14 categories, into the six
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Ref. Criteria Requirements Work Undertaken DNV Findings

eligibility criteria shown in Table-3, each organizing
areas of contribution to the SDGs. Just Transition is
also stipulated in the “Basic Policy for the
Realization of GX” to be considered as a society-
wide promotion of GX. The above indicates that the
Issuer should work to minimize negative
environmental and social impacts (negative external
effects) that may occur as a result of the
implementation of the GX by contributing to the
SDGs and taking into account Just Transition.
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Ref. Criteria

2 Business model
environmental
materiality

Requirements

The climate transition strategy should be
relevant to the environmentally material
parts of an issuer’s business model, taking
into account potential future scenarios
which may impact current determinations
concerning materiality.

Recommended information and indicators:

Discussion on the materiality of the
planned climate transition strategy may:

be disclosed in the form of a
materiality matrix made publicly
available by an issuer or be covered in
an issuer’s annual reports; and
address the materiality of climate-
related eligible projects and/or KPI(s)
on the overall emissions profile of an
issuer.

Where Scope 3 emissions are
expected to be material but are not
yet identified or measured, a timeline
for reporting should be disclosed.

Work Undertaken

Confirmed documents:

- Framework

- Basic Policy for the
Realization of GX
(roadmap)

- Plan for Global
Warming
Countermeasur
es

- Strategic Energy Plan

- Long-term strategy
as a growth strategy
based on the Paris
Agreement

- Japan’s NDC

- Sector-specific
technology roadmap

- Sector-Specific
Investment
Strategies

- GX Implementation
Council documents

Interview with the
Issuer

DNV Findings

In developing the Transition Strategy, the Issuer has
positioned GX as an important industrial and energy policy
that shifts the industrial and social structure to a clean
energy focus in order to ensure a stable energy supply for
business activities and people’s lives, promote
decarbonization and achieve economic growth. The Issuer
has developed roadmaps for key emitting sectors on how to
reduce GHG emissions, consistent with various
governmental measures and scenarios (see e.g., IEA, IPCC,

SBTI).

i)

i)

Materiality is not disclosed or described as a matrix,
but is disclosed through various plans, strategies,
laws, etc., which are also described in this report.
Therefore, GX, the Transition Strategy to shift the
industrial and social structure to a clean energy focus
in order to achieve a stable energy supply, promote
decarbonization and economic growth in Japan is
considered to be an important industrial and energy
policy.

Eligible projects (eligible businesses) related to
climate change and KPIs (quantitative reduction
targets set for each industry) define how the
country’s emission profile is to be reduced. Eligible
projects and initiatives to achieve the KPIs are
important milestones for the Issuer to achieve its
goals.

GHG emissions cannot be directly organized as Scope
3 in the assessment of GHG emissions of the Issuer
or Japan. When GHG emissions corresponding to
Scope 3 are taken as emissions in the entire Japanese
society and assessed, it has been confirmed that the
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Ref. Criteria

Requirements

Work Undertaken

DNV Findings

coverage ratio is 100%, including the scope and
target gases, in accordance with IPCC guidelines. In
addition, the scope for GHG emission calculation has
been identified for each industry and GHG emissions
are measured on an annual basis and reported on the
Government’s website.

3 Climate
transition
strategy and
targets to be
science-based

An issuer’s climate transition strategy
should reference science-based targets
and transition pathways. There is scientific
guidance around the required rate of GHG
emission reductions (the “GHG emissions
reduction trajectory”) to align the global
economy with the goals of the Paris
Agreement.

The planned transition trajectory should:

» be quantitatively measurable and
aligned with the latest available
methodology;

« be aligned with, benchmarked, or
otherwise referenced to recognised
third-party, science-based
trajectories, where such trajectories
exist; when third-party trajectories
are not available, consider industry
peer comparison and/or internal
methodologies/historical
performance;

» be publicly disclosed (ideally
in mainstream financial
filings), including interim
targets; and

Confirmed documents:

- Framework

- Basic Policy for the
Realization of GX
(roadmap)

- Plan for Global
Warming
Countermeasur
es

- Strategic Energy Plan

- Long-term strategy
as a growth strategy
based on the Paris
Agreement

- Japan’s NDC

- Sector-specific
technology roadmap

- Sector-Specific
Investment
Strategies

- GX Implementation
Council documents

Interview with the
Issuer

The Issuer’s Transition Strategy is defined by a science
based CO; reduction target (reduction rate) and

pathway consistent with the Paris Agreement.
Specifically, a 46% reduction (compared to FY2013) is set
as a mid-term goal for FY2030, with 2013 as the base
year and 2050 as a linearly interpolated carbon-neutral
trajectory.

i)  The Transition Strategy is quantitatively measurable
in terms of GHG emissions and absorptions.
Specifically, the scope (target sectors etc.) and
target gases (100% coverage) are consistent with
IPCC guidelines and in line with established
calculation methods.

ii)  The Transition Strategy has set a mid-term goal of a
46% reduction (compared to FY2013) for FY 2030,
which is on a linearly interpolated trajectory with
2013 as the base year and 2050 carbon neutrality.

iii) The Transition Strategy has been published with
mid-term targets shown below.

FY2030: 46% reduction (GHG emissions and
absorptions of 0.760 billion t-CO>)
FY2035: 60% reduction (GHG emissions and
absorptions of 0.570 billion t-CO3)
FY2040: 73% reduction (GHG emissions and

absorptions of 0.380 billion t-CO>)
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Requirements

be supported by independent
assurance or verification.

Strongly recommended information and

indicators:

short, medium, and long-term GHG
emission reduction targets aligned
with the Paris Agreement;

baseline year and historic emissions
(including absolute emissions, where
intensity metrics are the main
indicator);

scenario utilised and methodology
applied (e.g., ACT, SBTi, IEA etc.).
When third-party trajectories are not
available, industry peer comparison
and/or internal
methodologies/historical
performance;

GHG emission objectives covering all
scopes and most relevant sub-
categories (Scopes 1, 2 and 3);
targets formulated in either intensity
or absolute terms, noting, that where
intensity targets are used, projections
on the change to absolute emissions
should also be provided; and

where applicable, use of

carbon capture technology as

well as of high- quality and
high-integrity carbon credits,

and their relative contribution

to the GHG emissions

reduction trajectory in line

with best industry practices

Work Undertaken

DNV Findings

Although the targets set out in the Transition
Strategy have not been independently assured or
verified, the publicly available information
(specific reduction amounts per sector and action
plans) suggests that it is a reasonable strategy.

The Issuer has set mid- and long-term GHG
emission reduction goals consistent with the Paris
Agreement. Specifically, the Issuer has set 2013 as
the base year, with mid-term goals of 46%
reduction by FY2030, 60% reduction by FY2035,
and 73% reduction by FY2040, and a long-term
goal of carbon neutrality by 2050.

In addition to the base year (FY2013), the Issuer
has disclosed past emission data (including
breakdown) since 1990. Note that emissions from
FY1990 to FY2013 (base year) ranged between a
minimum of 1.249 billion t-CO; (FY2009) and a
maximum of 1.396 billion t-CO, (FY2012).

The Transition Strategy sets mid-term goals of
46% reduction (compared to FY2013) by FY2030,
60% reduction by FY2035, and 73% reduction by
FY2040, which are on a linearly interpolated
trajectory with 2013 as the base year and 2050
carbon neutrality.

The Transition Strategy is quantitatively measurable
in terms of GHG emissions and absorptions.
Specifically, the scope (target sectors etc.) and
target gases (100% coverage) are consistent with
IPCC guidelines and in line with established
calculation methods.

The Transition Strategy is a target formulated in
absolute GHG values (t-CO»).
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Ref. Criteria Requirements Work Undertaken DNV Findings

(e.g., SBTi, VCMI and ICVCM). x) In addition to the absorption of greenhouse gases

by forests, agricultural soil, urban greening, etc.
(FY2022: 0.050 billion t-CO3, approx. 4% of
emissions), the Issuer will utilize the bilateral
credit scheme (JCM; Joint Crediting Mechanism),
aiming for a cumulative international emission
reduction and absorption of around 0.1 billion t-
CO; by FY2030 and around 0.2 billion t-CO; by
FY2040 through public-private partnerships. The
Issuer plans to count the credits acquired by
Japan appropriately for the achievement of
Japan’s NDC.
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Criteria

Implementation
transparency

Requirements

Market communication regarding the offer
of a GSS financing instrument intended to
fund an issuer’s climate transition strategy
should also be transparent, to the extent

practicable, on the underlying investment
program including capital and operational
expenditures (CapEx and OpEx).

Recommended information and indicators:

» CapEx roll-out plan consistent with
the overall climate transition strategy
and climate science and discussion of
how it informs CapEx decision-
making within the organisation;
phase-out plan regarding
activities/products incompatible with
the climate transition strategy (when
such activities or products are
significantly harmful or display levels
of performance inconsistent with
science-based GHG emission
reduction trajectories);

« green CapEx, for example those
referenced under the eligible green
project categories in the Green Bond
Principles, as a percentage of total
CapEx and how the ratio may be
expected to evolve over time;

» disclosure on the percentage of
assets/revenues/
expenditures/divestments aligned to
the various levers;

* a qualitative and/or quantitative
assessment of the potential locked-in

Work Undertaken

Confirmed documents:

- Framework

- Basic Policy for the
Realization of GX
(roadmap)

- Plan for Global
Warming
Countermeasur
es

- Strategic Energy Plan

- Long-term strategy
as a growth strategy
based on the Paris
Agreement

- Japan’s NDC

- Sector-specific
technology roadmap

- Sector-Specific
Investment
Strategies

- GX Implementation
Council documents

- Assessment
documents

Interview with the
Issuer

DNV Findings

The Issuer has disclosed the basic investment program for
the implementation of the Transition Strategy. Specifically,
the Issuer plans to provide approximately JPY 20 trillion in
governmental support (The GX Economy Transition Bonds)
as upfront investment support” over a 10-year period
starting in FY2023, as well as over JPY 150 trillion in
public-private investment over the same period.

The investment program has been disclosed in the
Framework and the “Basic Policies for the Realization of
GX" as the information necessary for dialogue with the
market, and is transparent.

i)  The major investment destinations of the GX
Economy Transition Bonds are the “promotion of
non-fossil energy (JPY 6-8 trillion),” “industrial
restructuring and radical energy conservation in a
combination of supply and demand (approximately
JPY 9-12 trillion),” and “resource recycling and
carbon fixation technologies (approximately JPY 2-4
trillion).” These decisions are made by the GX
Implementation Council and the Cabinet Secretariat
GX Office, based on the Sector-Specific Investment
Strategies, including investment promotion
measures, by relevant ministries and agencies and
experts’ working groups.

i) The Transition Strategy has remaining activities that
partially continue to use fossil fuels from an
economic or asset utilization perspective at present
for future decarbonization. However, the continued
use of these activities is conditional on having a lock-
in avoidance plan in place, which will be adjusted
accordingly to match the GHG emission reduction
trajectory by decarbonizing the fuels and feedstocks
used, in addition to phase-out.
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Ref. Criteria Requirements Work Undertaken DNV Findings

GHG emission from an issuer’s key
assets and products;

» assumptions on the internal cost of
carbon; and

» disclosure on adverse impacts on the
workforce, community and
surrounding environment, and
related strategies used to mitigate
those negative impacts.

iii) The investment destinations of the GX Economy
Transition Bonds (approximately JPY 20 trillion) are
mainly green projects classified under the GBP (e.g.,
the renewable energy sector and energy
conservation (energy efficiency) sector), but also
include activities that should be undertaken at
present in order to achieve future carbon neutrality
(e.g., initiatives for phasing out fossil fuel use, the
utilization of nuclear power). GX aims to achieve
carbon neutrality by 2050 and the share of
allocations for green projects classified under the
GBP is expected to increase.

iv) The Issuer has organized according to a timeline of
what investments are planned for what projects
(assets) based on the GX 2040 Vision and the
Sector-Specific Investment Strategies, in addition to
the initiatives classified into 14 categories in the GX
roadmap and 22 cases as the way forward.

v) The Issuer has elaborately specified the scope (e.g.,
target sectors) and target gases in accordance with
the IPCC guidelines etc. for GHG emissions and
absorptions in Japan. In addition, the details of the
reduction plans for each scope and target gas are
defined quantitatively and qualitatively. In particular,
the Issuer has prepared roadmaps for GHG-intensive
industries, set and disclosed the reduction policy up
to 2050.

vi) The Issuer has displayed the “Growth-oriented
Carbon Pricing Initiative” as a key initiative of the GX
Implementation Plan, and is working on accelerating
GX investments and achieving carbon neutrality
through “upfront investment support” and
“measures to promote emission reductions (levy and
emission trading scheme).” The carbon pricing (levy
on carbon) has not yet been set as a concrete
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Ref. Criteria Requirements Work Undertaken DNV Findings

vii)

pricing system, but is scheduled to be introduced
from FY2028.

Reference: the GX-ETS (Emission Trading Scheme)
is planned to be promoted under the following plan.

FY2023: Enforcement

FY2026: Full-scale operation of the emission
trading market

FY2033: Phased introduction of pricing

The Issuer plans to ensure that Just Transition,
mitigation of negative impacts and avoidance of
lock-in are in place in the “Basic Policy for the
Realization of GX"” and in the selection process of
investment destinations (eligible projects).
Specifically, the policy on Just Transition has been
set out in the “Basic Policy for the Realization of GX”
as “Promotion of GX in the entire society (section
5).” In addition, mitigation of negative impacts and
avoidance of lock-in will be confirmed in the
selection process of investment destinations (eligible
projects) that they do not fall under the pre-defined
exclusion criteria and that they are consistent with
the GHG reduction roadmap.
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Schedule-3 Green Bonds Principles (for Climate Transition Bonds with Use of Proceeds) Eligibility
Assessment Protocol

The following checklists (GBP-1 to GBP-4) are the DNV assessment protocol created for the Climate Transition Bond (climate transition bond with use of proceeds)
based on the requirements of the GBP. The “Confirmed documents” listed in the “Work Undertaken” column include public or non-public documents (internal
document of the Issuer), information, etc. and are provided to DNV as evidence for determining the eligibility.

GBP-1 Use of Proceeds

Criteria Requirements Work Undertaken DNV Findings
la Types of The types of transition bond are Confirmed documents: DNV has confirmed that the transition bond is classified in the following
funds classified into one of the following - Framework category through its assessment work.
types defined by GBP. . ) . *
« (Standard) Transition Bond - Basu_: Po_hcy for the (Standard) Transition Bond
« Transition Revenue Bond Realization of GX * Bonds issued to raise funds for projects. The redemption is not
« Transition Project Bond (roadmap) dependent on a specific financial resource, but is funded by the Issuer’s
. Other - Sector-specific overall cash flow.
technology roadmap
- Sector-Specific
Investment
Strategies
Interview with the Issuer
1b Transition The key to a transition bond is that | Confirmed documents: DNV has confirmed that the transition bond is necessary for the
Project the proceeds will be used for a - Framework realization of the Issuer’s Transition Strategy, as set out in the
Classification transition project, which should be _ Basic Policy for the Framework and Schedule-1, and is intended to be allocated to eligible
properly stated in the legal Realizationyof GX businesses (projects) that have been selected through an appropriate
documents relating to the security. (Ee— process.
- Sector-specific If a project has been selected prior to the issuance of the transition bond,
technology roadmap it will be disclosed in statutory documents. If the project has not been
- Sector-Specific selected prior to the issuance of the transition bond, it will be disclosed
Investment within the post-issuance reporting of the transition bond.
Strategies Through the assessment, DNV concludes that the nominated eligible
businesses (projects) have specific and true environmental benefits.
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Ref. Criteria Requirements Work Undertaken DNV Findings

Interview with the Issuer

1c Environmental | All transition projects to which the Confirmed documents: DNV has confirmed that eligible businesses (projects) have clear
benefits funds are used should have clear environmental benefits, such as CO, emission reduction, and that the
) ) - Framework . ) )
environmental benefits, the effects environmental benefits are reported on an annual basis. The

- Basic Policy for the

of which should be assessed by the Realization of GX

issuer and, where possible,

environmental benefits of eligible businesses (projects) can be direct,
such as the installation of equipment and systems, as well as indirect,

quantitatively demonstrated. (roadmap) such as research and development and demonstration tests, which
- Plan for Global - L . .
. contribute to future realization of the Transition Strategy. The Issuer is
Warming S o - . .
considering quantifying and presenting these to extent practicable, taking
Countermeasures

o into account the characteristics of eligible businesses (projects).
- Sector-specific

technology roadmap

- Sector-Specific
Investment
Strategies

- List of nominated
use of proceeds

- Assessment
documents

Interview with the Issuer
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Ref.

1d

Criteria

Refinancing
rate

Requirements

If all or part of the proceeds are
used or may be used for
refinancing, the issuer will indicate
the estimated ratio of the initial
investment to the refinancing and,
if necessary. Therefore, it is
recommended to clarify which
investment or project portfolio is
subject to refinancing.

Work Undertaken

Confirmed documents:

- Framework

- List of nominated
use of proceeds

- Assessment
documents

Interview with the Issuer

DNV Findings

DNV has confirmed that if the amount or percentage to be refinanced by
the Issuer is known prior to the issuance of the transition bond, it will be
disclosed in the statutory documents etc. DNV also confirmed that if it is
not known prior to the issuance, the Issuer intends to disclose the
approximate amount (or percentage) of the portion allocated as
refinancing in the post-issuance reporting.
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GBP-2 Process for Project Evaluation and Selection

Ref. Criteria Requirements Work Undertaken DNV Findings
2a Project Transition bond issuers should provide Confirmed documents: DNV has confirmed that the Issuer has a process for determining the
Selection an overview of the process of eligibility of eligible businesses (projects) to use the proceeds of the
- . . . - Framework . S .

Process qualifying projects for which transition - Basic Policy for th transition bond and that the overview is clearly stated in the Framework.
bond funding will be used. This asic rolicy for the . R o . .
includes (but is not limited to): Realization of GX e The Issuer has defined 14 eligibility criteria, where eligible projects are

) (roadmap) classified into 14 categories based on the type set out in the GX
« The process by which the issuer - Sector-specific Roadmap as act!w_tlg.s necessary to realize the Issuer’s Tran5|t_|on.
3 L technology roadmap Strategy. The eligibility criteria have developed assessment criteria
determines that the project in o - Lo . - o
S ; : - Sector-Specific (internal criteria) that are consistent with the GBP classification and the
question is included in the business .
e o Investment way forward set out in the roadmap.
category of a qualified transition Stratedi
project L rf ?gles inated ¢ Eligible projects that are nominated use of proceeds are selected on
« Creation of criteria for eligibility of IS ofnomlnade the basis of the assessment criteria (internal criteria) defined for each
projects for which transition bond ) Zse 0 proctee s eligibility criterion and the basic conditions and priority assessment
funding will be used dssei\imn?cn described above. In each issuance of the bond, the Issuer establishes a
¢ Environmental sustainability goals ocuments procedure by which eligible projects with appropriate allocation needs
Interview with the are selected as the actual use of the proceeds from among the
Issuer nominated projects for the use of proceeds.
¢ The environmental sustainability goals are linked to the various national
environmental plans, strategies, etc. to which the GX Roadmap refers.
Specifically, the Issuer is working to achieve decarbonization as well as
industrial competitiveness and economic growth by transforming
Japan’s energy system (from fossil energy to clean energy) and
industrial and social structures through the GX as an action against
climate change by fulfilling its international commitments.
2b Issuer’s In addition to criteria and certifications, | Confirmed documents: DNV has confirmed that, when selecting eligible projects, the Issuer will
Environment | the information published by issuers ensure to take negative environmental and social impacts into account
. : . - Framework . . . . s

al and Social regarding the transition bond process - Basic Policy for the (including the necessary procedures in the region where the project is to be

Governance also considers the quality of R II' t'l Y erX implemented) and that the proceeds are not allocated to projects related to

Framework performance of the issuer’s framework (rizézni;o? ° the separately specified exclusion criteria.
and environmental sustainability. P) DNV has also confirmed through the assessment that the Issuer will

- Sector-specific . A . S .
consider the negative impacts of projects at the project implementation
technology roadmap
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Ref. Criteria Requirements Work Undertaken

DNV Findings

- Sector-Specific
Investment
Strategies

- List of nominated
use of proceeds

- Assessment
documents

Interview with the
Issuer

stage and the impacts on the relevant supply chain, including Just
Transition, mitigation of negative impacts (e.g., actions through
environmental impact assessment) and avoidance of lock-in, as indicated in

CTF-4.

The above has been published in the Framework, roadmap, etc.

Page 91 of 146




DNV

GBP-3 Management of Proceeds

Criteria Requirements

Work Undertaken

DNV Findings

The net proceeds from transition bonds should be
managed in sub-accounts, included in sub-
portfolio, or otherwise tracked. It should also be
certified by the issuer in a formal internal process
related to the issuer’s investment and financing
operations for the Transition Project.

3a Tracking
procedure-1

Confirmed documents:

- Framework
- Assessment
documents

Interview with the
Issuer

DNV has confirmed that the allocation status of proceeds from
the transition bond can be tracked and managed on an eligible
project basis using the Ministry of Economy, Trade and
Industry’s internal management system as “costs for measures
related to the promotion of a smooth transition to a
decarbonized growth economic structure.”

During the transition bond redemption period,
the balance of funds raised that is being tracked
should be adjusted at regular intervals to match
the amount allocated to eligible projects
undertaken during that period.

3b Tracking
procedure-2

Confirmed documents:

- Framework
- Assessment
documents

Interview with the
Issuer

DNV has confirmed that the Issuer will be subject to annual
inspections by the Board of Audit of Japan of its proceeds
management results. DNV has also confirmed that during the
inspections by the Board of Audit of Japan, the climate
transition bond-specific management process required under
GBP-3 will also be inspected, including the management of the
balance of proceeds required in 3b.

If no investment or payment has been made in a
qualified transition project, the issuer should also
inform the investor of the possible temporary
investment method for the balance of unallocated
proceeds.

3c Temporary
holding

Confirmed documents:

- Framework
- Assessment
documents

Interview with the
Issuer

DNV has confirmed that the Issuer intends to manage all
unallocated proceeds in cash until the decision is made to
allocate the proceeds. DNV also confirmed that the unallocated
proceeds will not be used for other temporary investments
(including green investments) etc.
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GBP-4 Reporting

Ref.

4a

Criteria

Periodical
Reporting

Requirements

In addition to reporting on the use of proceeds
and the temporary investment of unallocated
proceeds, the issuer will consider each project at
least once a year for projects to which the
transition bond proceeds have been allocated,
taking into account the following: A list of each
project should be provided.

- Confidentiality and competitive considerations
- Outline of each project, expected sustainable
environmental and social effects

Work Undertaken

Confirmed documents:

- Framework
- Assessment
documents

Interview with the
Issuer

DNV Findings

DNV has confirmed that the Issuer intends to include the
following as disclosure information. The impact porting will be
disclosed on an annual basis on the Government’s website on a
project-by-project or eligibility criteria basis, taking into account
confidential obligations and the extent practicable.

[Allocation status reporting]

¢ Allocated amount and unallocated balance
¢ Estimated amount of the proceeds allocated in the fiscal
year prior to the issuance

[Impact reporting]
(environmental benefits reporting)

¢ Key environmental benefits (direct and indirect benefits
related to GHG emission reduction etc., and benefits
expected in the future)

e Progress status of projects

In the event of a significant change in circumstances in eligible
projects (e.g., significant process changes,
suspension/discontinuation, changes in specifications that have
a significant impact on the environmental benefits) during the
redemption period of the bond after allocations have
commenced, the Issuer will disclose it in a timely manner or
through reporting.
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Schedule-4 Basic Guidelines on Climate Transition Finance Eligibility Assessment Protocol

The following checklists (from CTFBG-1 through CTFBG-4) are based on the four “disclosure elements” set forth in the “Basic Guidelines on Climate Transition
Finance (CTFBG)" established by the Financial Services Agency, Ministry of Economy, Trade and Industry, and Ministry of the Environment in May 2021.
According to the CTFBG, “disclosure elements” are classified into the following three categories: “should”: ©; “strongly recommended” & “recommended”: O; and
“be considered/possible”: A. These expressions are defined as follows.
- “should” : Items described with the word “should” are basic elements that financial instruments labelled as transition finance are expected to have.
- ‘“strongly recommended” : Items described with the word “strongly recommended” are elements that financial instruments labelled as transition finance
are optimally strongly recommended to have under these Guidelines although instruments which do not have these items can also be labelled as
“transition”.
- "recommended” : Items described with the word “recommended” are elements that financial instruments labelled as transition finance are optimally
recommended to have under these Guidelines although instruments which do not have these items can also be labelled as “transition”.
- "“be considered” or “possible” : Items described with the word “be considered” or “possible” are elements that these Guidelines provide as examples and
interpretations although it is not considered problematic even if financial instruments labelled as transition finance do not have them.
There is a supplementary explanation in the margin of each checklist for the annotations in the “Disclosure Elements” column.
The documents listed in the “Work Undertaken” column are those confirmed as evidence, whose details (document names) are shown in the List of Reference
Materials (Appendix-1).
The evidence used in the assessment work includes information obtained through discussions and interviews with the management of the Fundraiser in addition to
the confirmed documents.

CTFBG-1 Fundraiser’s Climate Transition Strategy and Governance

Disclosure Elements Requirement Work Undertaken DNV Findings
Check
° 1-a) Financing through transition ] ves Confirmed documents: DNV has confirmed that the Issuer’s financing with the
i i No transition bond is aimed at achieving carbon neutrality in
fmalnce SnELlt i {0 h D _ - Framework 2050 in accordance with the Transition Strategy, which is
e [ ] Not Applicable - Basic Policy for the based on the Plan for Global Warming Countermeasures,
achievement of transition Realization of GX NDC, etc.
A
strategies”. (roadmap) The Issuer’s Transition Strategy is 1) 46% GHG
Such strategies should emission reduction by FY2030 (compared to 2013), 2)

60% reduction by FY2035, 3) 73% reduction by

MEVEBIEE & g EirefE FY2040, and carbon neutrality by 2050, consistent with
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Disclosure Elements

to align with the goals of the
Paris Agreement, relevant
interim targets on the
trajectory towards the long-
term goal, disclosure on the
levers towards decarbonization,
and fundraiser’s strategic
planning.

Transition strategies should
incorporate long-term and
medium- to short-term targets
based on science based
disclosure of decarbonisation
measures, and strategic plans
that are consistent with the
Paris Agreement's goal of
‘Holding the increase in the
global average temperature to
well below 2°C above pre-
industrial levels and pursuing
efforts to limit the temperature
increase to 1.5°C above pre-
industrial levels.’

Requirement
Check

Work Undertaken

- Plan for Global
Warming
Countermeasures

- Strategic Energy Plan

- Long-term strategy as
a growth strategy
based on the Paris
Agreement

- Japan’s NDC

- Sector-specific
technology roadmap

- Sector-Specific
Investment
Strategies

- GX Implementation
Council documents

- Assessment
documents

Interview with the Issuer

DNV Findings

the goals of the Paris Agreement. The specific plan,
including a basic concept, future actions, targets and
strategies, investments, regulations and institutions,
and international strategies for each major initiative
have been disclosed in the roadmap.

Fiscal

year CO, emissions

Targets

2013 Base year 1.408 billion t-CO,

CO, emissions: 46% reduction

2030 (Ibid. challenging the
50% reduction)

0.760 billion t-CO;

2035 CO, emissions: 60% reduction 0.570 billion t-CO,

2040 CO, emissions: 73% reduction 0.380 billion t-CO,

2050 Carbon neutrality 0 billion t-CO,

o (A)

1-b)

A transition strategy should
serve to explicitly
communicate the
implementation of an issuer’s
strategy to transform the
business model in a way which
effectively addresses climate-
related risks and contributes to
achieving the goals of the Paris
Agreement!©,

|X| Yes
|:| No

|:| Not Applicable

Same as 1-a)

DNV has confirmed that the transition bond is intended
to fund a wide range of eligible businesses (projects)
that focus on the Issuer’s challenges and initiatives to
address climate change, GX goals and initiatives and the
Transition Strategy as set out in the roadmap, the
Framework and Schedule-1 of this report.

Specifically, all nominated eligible projects that meet
the eligibility criteria, and the criteria set out for each
eligibility criterion shown in the table below and in
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Disclosure Elements

Transformation of a business
model is not limited to initiatives
as an extension of existing
businesses but can also be
transformation based on various
other perspectives. It includes
fuel conversion that achieves
significant carbon and GHG
reduction benefits, introduction
of innovative technologies,
improvement of / changes in
manufacturing processes and
products, and development and
provision of products and
services in new fields.

Requirement
Check

Work Undertaken

DNV Findings

Schedule-1 will be assessed as meeting the Transition
Strategy. The proceeds from the transition bond will
be allocated to one or more of the nominated eligible
projects selected through an appropriate process. If
an allocation is selected prior to the execution of the
transition bond, it will be disclosed in statutory
documents etc.

The eligibility criteria are organized as the content of
initiatives aimed at achieving decarbonization as well as
industrial competitiveness and economic growth by
transforming Japan’s energy system (from fossil fuel-
based energy to clean energy) and industrial and social
structure through GX.

Through the assessment, DNV concludes that the
eligibility criteria and the nominated eligible projects
that meet the criteria defined for each eligibility
criterion provide true environmental benefits.

Eligibility Criteria

Categories Sub-categories

Houses and
buildings
Restructuring the

Promotion manufacturing

of thorough industry (fuel

1 Energy efficien ener and feedstocks
oy <y efﬁcigxcy transition)

improvement
Digital investment
aimed at
decarbonization

Battery industry

Renewable Making renewable energy a
energy major power source
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Disclosure Elements

Requirement
Check

Work Undertaken

DNV Findings

Low-carbon and
decarbonized

Establishing electricity and gas
markets to achieve carbon
neutrality

energy Utilization of nuclear power
al GX in transport sector
€an . Resource circulation
transportation
Infrastructure
Restructuring the manufacturing
Circular economy | industry

adapted

(fuel and feedstocks transition)

products,

production Facilitating the introduction of
technologies and | hydrogen and ammonia
RICCESSEs Carbon Recycling and CCS
Sustainable Food, agriculture, forestry, and

management of
biological natural
resources etc.

Fisheries industry

Resource circulation

@) 1-c) The implementation of a X Yes
transition strategy assumes |:| No

cases where it affects society and

Same as 1-a) With regard to the implementation of the Issuer’s Transition
Strategy, DNV has confirmed through its assessment of the
Issuer that the significant social and environmental impacts
environment other than climate are expected to contribute to industrial competitiveness and
change, such as employment or economic growth, in addition to the contribution to climate
stable provision of products and change.

services, through transformation
of a business model. In such
cases, the fundraiser should
takes into consideration widely
the impact of business
innovations to society and
environment other than climate
change (including “Just
Transition”).

|:| Not Applicable

It is referred to 1-1), 4-b) about consideration of “Just
Transition”.
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Disclosure Elements Requirement Work Undertaken DNV Findings

Check
(©) L) Clitme/ change—reIated [X] ves SRR & U] The Issuer’s Transition Strategy is established on the
(L) §cznar|:)s . el be FElEEnEEs |:| No Plan for Global Warming Countermeasures, Japan’s NDC
In ceveoping transition |:| Not Applicable (Nationally Determined Contribution), the Strategic
Strat?g'es' The pathway to Energy Plan and the long-term strategy as a growth
tran5|t|(?n should be planr?ed for strategy based on the Paris Agreement, which were
respective sector and regions of formulated with reference to international scenarios.
individual fundraiser, who may
generally be placed in a different The Issuer has formulated roadmaps for promoting
starting point and pathway to transition finance in key emission sectors (11 sectors in
transition. total, including power, industry and transport) in line
with various governmental measures and scenarios
(see e.g., IEA, IPCC, SBTi), including GHG (CO2)
emission reduction images.
(1) METI (2) Other sectors
Steel sector International shipping sector
(MLIT)
Chemical sector Inland shipping sector (MLIT)
Power sector Aviation sector (MLIT)
Gas sector
Oil sector
Pulp and paper sector
Cement sector
Automotive sector
(@) 1-e) Transition strategies and plans |X| Yes Same as 1-a) DNV has confirmed that the Issuer has established a
run for a long period of time, it is |:| No structure and mechanism to promote the Transition
possible that the content may be . Strategy as a country. DNV has also confirmed that the
modified or adjusted in the event D Not Applicable above plans and strategies, which form the basis for the
of a major change in the implementation of the Transition Strategy, will be updated
assumed external environment annually or through periodic follow-ups and revisions.
and so on.
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Requirement
Check

Work Undertaken

DNV Findings

1-f) In the initial phase of developing |E Yes Same as 1-a) DNV has confirmed that the Issuer’s Transition Strategy has
a transition strategy by the |:| No also generally been implemented, or is planned to be
fundraiser, it is considered as an . implemented in the future, for the “recommended” and “be
option for the fundraiser to D Not Applicable considered/possible” items in these Basic Guidelines.
indicate a plan for future
implementation of items
described with the words
“recommended” and “be
considered/possible” in these
Guidelines.

1-g) In order to secure the |X| Yes Same as 1-a) DNV has confirmed that the Issuer will establish and

effectiveness of the transition
strategy, the fundraiser should
establish an governance®!
including accountability at the
managements and board of
directors levels. for the board of
directors and/or other such
committee to oversee the
activities addressing climate
change and for management to
play a role in assessing and
managing such climate-related
activities.

|:|No

|:| Not Applicable

implement the following organizational structures:

o For GX implementation, the GX
Implementation Council, chaired by the Prime
Minister, has been held since July 2022 to have
discussions with relevant ministers and experts
to determine the policy direction.

GX Implementation Council

The "Sector-specific Investment Strategies” proposals will be refined,
consulted with specialists and reported to the GX Implementation Council

Cabinet Secretariat GX Office _ peci
The proposals from various ministries S| alist
— Insights
FSA mOFA | moF | mHLW | marF | mEM MUT MOE

T Sector-specific investment strategy proposals, including investment
. : will be p )

Relevant Ministries and Agencies

FSA ! Financial Services Agency
MOFA : Ministry of Foreign Affairs
MOF  © Ministry of Finance
MHLW : Ministry of Health, Labour and MOE : Ministry of the Environment

L~ Welfare —

* Ministry of Agriculture, Forestry and Fisheries
* Ministry of Economy, Trade and Industry
! Ministry of Land, Infrastructure, Transport and Tourism

5%
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Disclosure Elements

Requirement
Check

Work Undertaken

DNV Findings

1-h) While a transition strategy shall |E Yes Same as 1-a) DNV has confirmed that the Issuer has defined the
be basically developed by a |:| No targets and activities necessary to realize the GX for each
company in need of finance, it is |:| Not Applicable industry.

Etor Saig); ?frcir;]tqlgaezitec; ltjrtmla“tz (;rt:e Speciﬁc.ally, the .Igsuel.' has fo.rmulated .roz.admaps for
wholly or partially responsible for promotlng trans.|t|on f!nance in kgy emission sectors (11
the initiatives to establish or .sec.tors |r1 totaI,. including power, industry and transport)
explain their own strategy, given in line .Wlth various governmental mea;ures .and
that the finance supports C’;HG scenarlos_(sge e.g., IE.A, I.PCC, SBTi), including GHG

- G (CO3) emission reduction images.
emissions reduction initiatives of
not just a single company but its In addition, specific measures and emission reductions are
supply chain. set out in the Plan for Global Warming Countermeasures

until 2030.

1-i) Transition strategies should be |E Yes Same as 1-a) DNV has confirmed that the Issuer’s Transition Strategy
disclosed in advance in a |:| No and Governance has been publicly disclosed and explained
company'’s integrated report, |:| . to stakeholders, including investors, in advance through the
sustainability report, statutory Not Applicable roadmap and the Framework.
documents and other materials
for investors (including such
disclosures on the website). This
also applies to the other three
elements.

1-j) It is possible to disclose |X| Yes Same as 1-a) The main process of the Issuer’s Transition Strategy

transition strategies and
elements concerning the
governance guaranteeing that
the execution of transition
strategies is in alignment with
the reporting frameworks such
as the IFRS S2 and SSBJ
sustainability disclosure theme

|:|No

|:| Not Applicable

follows the NDC framework (rules for NDC description
etc.) with seven items outlined and disclosed in the
annex to “Japan’s NDC (Nationally Determined
Contribution).”

1. Quantifiable information on the reference point
(including, as appropriate, a base year):
Time frames and/or periods for implementation:
Scope and coverage:
Planning processes:

Rl ol N

Page 100 of 146




Disclosure Elements Requirement Work Undertaken DNV Findings

Check
standard and Recommendations 5. Assumptions and methodological approaches, including
of the Task Force on Climate- those for estimating and accounting for anthropogenic
Related Financial Disclosures greenhouse gas emissions and, as appropriate, removals:
(TCFD; Final Report)32. 6. How the Party considers that its nationally determined

contribution is fair and ambitious in the light of its
national circumstances:

7. How the nationally determined contribution
contributes towards achieving the objective of the
Convention as set out in its Article 2:

Other detailed implementation plans and governance
have been disclosed in the Framework.

A 1-k) If the implementation of a |E Yes Same as 1-a)
transition strategy assumes |:| No
impacts on society and
environment other than climate
change, it is recommended that
the fundraiser explain the view
underlying its approach14, etc.
to address such impacts and

The Climate Transition Bond executed in accordance with
the Issuer’s Transition Strategy contributes directly or
|:| Not Applicable indirectly to the SDGs and contributes to Just Transition.
The direct or indirect contributions to the SDGs are
categorized by eligibility criteria and each area of
contribution to the SDGs are organized.

: o o Representativ

disclose how the strategy on the No.  Eligibility criteria > )
. . SDGs items
whole contributes to achieving
the Sustainable Development 1 Energy efficiency 7.8,9,11, 13
Goals (SDGSs) so that the effects
can be appropriately evaluated
2 Renewable energy 7,8,13

by the financier.

3 Low-carbon and decarbonized 7.8,9,13
energy

4 Clean transportation 7,8,9, 11, 13

5 Prevention and
control of pollution 78, D
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Disclosure Elements Requirement Work Undertaken DNV Findings

Check
6 Circular economy adapted 789 13
products etc.
v Sustainable management of living | 8, 9, 11, 12,
natural resources etc. 13, 14, 15

SDGs items

7. Affordable and clean energy
8. Decent work and economic growth
- 9. Industry innovation and infrastructure

11. Sustainable cities and communities

12. Responsible consumption and production

13. Climate action

dll 14, Life below water
hen
[ 3
=== 15. Life on land
O 1-1) It is recommended that |X| Yes Same as 1-a) DNV confirmed that issuer have demonstrated technical
transition strategies specify the |:| No measures for reducing GHG emissions in each sector and
main measures for reducing GHG . investment strategies as governments through the
emissions, including detailed D Not Applicable formulation and disclosure of ‘sector-specific technology
capital expenditure (CapEx) roadmaps’ and ‘sector-specific investment strategies.’

plans and related technical
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Requirement
Check

Work Undertaken

DNV Findings

elements (i.e., planned
expenditure amounts, carbon
costs to be considered when
implementing the capital
expenditure plan, impact on
business operations, regulatory
considerations, etc.).

It is also confirmed that issuer has demonstrated
investment promotion packages that incorporate carbon
costs based on growth-oriented carbon pricing.

1-m) Considering the length of |E Yes Same as 1-a) DNV has confirmed that the Issuer intends to update the
application and other factors, |:| No Transition Strategy and plans as necessary, either
there may be instances when a |:| Not Applicable annually or through periodic follow-ups and revisions.
;f:;':fg::fgg%;jrigl?; n:V;IJ!or In the event of major changes to the Plan for Global
changes i the extemal Warming Countermeasures and the Strategic Energy Plan,
environment and relevant which form the basis for the strategy implementation, the
conditions that were assumed at Transition Strateg_y and the initiatives for its realization are
& planning| phases in this case planned to be reviewed. The content and reasons for the

: e changes are expected to be disclosed in the reviewed plan.

the contents of the modification
should be disclosed together with
the underlying reason in a timely
manner.

1-n) In terms of governance, it is |X| Yes Same as 1-a) Same as 1-h) and 1-m)

recommended that disclosures
include an organizational
structure for overseeing the
implementation of a transition
strategy and for assessing and
managing related initiatives. It is
also recommended that
disclosures include the specific
roles of the constituent
organizations and the
management and the process by

|:|No

|:| Not Applicable
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Requirement
Check

Work Undertaken

DNV Findings

which the content of
deliberations is reflected in
management.

1-0) It is recommended that |E Yes Same as 1-a) DNV confirmed that issuer explained through the
transition strategies links to mid- |:| No framework that its efforts toward GX could serve as a
term management plans and . catalyst for economic growth in Japan and lead to a stable
other management strategies D Not Applicable energy supply. It is also confirmed that the utilisation of
and business plans, taking into Japan's decarbonisation technologies would contribute to
consideration how investments in the achievement of global carbon neutrality and help
carbon-neutral technologies, low- strengthen Japan's industrial competitiveness and economic
carbon products and services, growth.
and business model reforms will
lead to business profits and
improve medium-to long-term
returns.

1-p) In cases where the fundraiser |X| Yes Same as 1-a) The Issuer uses the reviews of DNV and Japan Credit Rating
determines the need for an |:| No Agency, Ltd. as external bodies to ensure an objective
objective assessment regarding . assessment on the eligibility of the Framework, including the
the transition strategy, it is D Not Applicable Transition Strategy.
recommended that a review,
assurance and verification by an
external organization for its
transition strategy.

1-q) |X| Yes Same as 1-a)

It is recognized useful to obtain
a review particularly concerning
the following in connection with
the transition strategy:
- Alignment of short-term,
mid- term and long-term
targets (for targets, refer

|:|No

|:| Not Applicable

DNV has confirmed the following with regard to its review
of the Issuer’s Transition Strategy:

- The Issuer’s Transition Strategy is aligned with mid-
and long-term goals, and established GHG (COx)
emission reduction images etc. in major GHG-
intensive industries in line with governmental
measures and scenarios (see e.g., IEA, IPCC, SBTi).
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Check

Work Undertaken DNV Findings

to Element 3) with the
overall scenario

- Credibility of the
fundraiser’s strategy to
reach the targets

- With regard to scenarios,
it is recommended to
refer not only to
international scenarios but
also to more detailed
scenarios specific to
regions and industries.
From this perspective,
sector-specific technology
roadmaps can be
referenced in Japan. For
example, in Asia,
pathways such as ERIA's
e-carbonisation Pathway
in ASEAN3% and ASEAN
TRANSITION FINANCE
GUIDANCE VERSION 23° -
4.2.2. Transition Pathway
are currently available for
reference, but it is
expected that industry-
specific and country-
specific scenarios will be
further refined in the
future.

- The level and type of
independent governance
and oversight of the
climate transition strategy

These are consistent with the targets shown in the
table below as a whole.

Fiscal
year

Targets CO; emissions

2013 Base year

1.408 billion t-CO,

2030 (Ibid. challenging the

CO;, emissions: 46% reduction
0.760 billion t-CO,
50% reduction)

2035 CO; emissions: 60% reduction | 0.570 billion t-CO,

2040 CO; emissions: 73% reduction | 0.380 billion t-CO,

2050 Carbon neutrality 0 billion t-CO;

DNV has confirmed that the implementation plan is
credible, ambitious and achievable based on the
assessment of the Transition Strategy in accordance
with the Framework established by the national
plans etc. and the “Basic Policy for the Realization of
GX."

DNV confirmed that issuer provided medium- to long-
term technical scenarios for GHG emission reductions
in each sector through the formulation and disclosure
of ‘sector-specific technology roadmaps.’ It is expected
that quantitative targets and other details will be
added to the ‘sector-specific technology roadmaps’ in
order to enhance their reliability and predictability.

The Transition Strategy is planned to appropriately
implemented through the organizational structure

described in 1-g) and the management processes

described in 1-f), 1-m), and 1-n).
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Disclosure Elements Requirement Work Undertaken DNV Findings
Check

of the funder (e.g.,
governance and oversight
by external directors or a
special committee of the
board of directors with
appropriate expertise, or
governance and oversight
through procedures to
obtain shareholder
approval of the funder's
climate transition
strategy).

29 Transition finance is available for not only entities with strategies and plans for reducing emissions associated with their corporate economic activities, but also
entities that plan to take initiatives that enable others to implement transition strategies through their own products and services. In such cases of financial
institutions, a financier should articulate how the underlying projects or activities themselves fit into the fundraiser’s strategy while, similarly, a subsidiary or an
SPC to make use of its group’s or its sponsors’ strategy. However, doing so they should explain how their strategy will contribute to the strategy as a whole. In
addition, it can be considered that parent company or the group who established the strategy would explain the transition elements as the main fundraiser.

30 Climate-related scenarios are listed in the “Task Force on Climate-related Financial Disclosures (TCFD) Technical Supplement” and the document issued by the
Ministry of the Environment: “Practical Guide for Scenario Analysis in line with TCFD Recommendations”. In addition, Principles for Responsible Investment (PRI)
disclose a set of climate scenario tools.

31 Assumes matters provided for under “governance” in the TCFD Recommendations, and IFRS S2 climate related disclosure (Draft) can be referenced

32 As for the approach to disclosure aligned with TCFD Recommendations, refer to “Guidance on Climate-related Financial Disclosures (TCFD Guidance) 3.0
(2022)”, “Guidance for Utilizing Climate-related Information to Promote Green Investment (Green Investment Guidance)” (both published by the TCFD
Consortium), and the document published by the Ministry of the Environment: “Practical Guide for Scenario Analysis in line with TCFD Recommendations”.
Reference should be made to IFRS S2 and the SSBJ Climate-related Disclosure Standards (draft). 3* In terms of response, it is possible to identify, mitigate and
manage the risk of negative impacts.

33 An example of the approach may be to identify, eliminate, reduce, and manage potential negative effects.

34 ASIA Zero Emission Center (ERIA)

35 T[ASEAN Transition Finance Guidance Version2] (ACMF. 2024 )
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CTFBG-2 Business Model Environmental Materiality

Disclosure Elements Requirement Check Work Undertaken DNV Findings
- itiati ievi ) The Issuer has positioned realization of the Transition
° za) ’g\]gl?rt;i?tifg; as?c?zlai\e”grl/g lE Yes ConlnEe e TEms: Strategy througF;\ GX as an important industrial and energy
No - . . . .
should be such that D } - Framework policy that shifts the industrial and social structure to a
contribute to [[] Not Applicable - Basic Policy for the clean energy focus in order to ensure a stable energy
transforming core Realization of GX supply for business activities and people’s lives, promote
business activities that (roadmap) decarbonization and achieve economic growth.
are environmentally - Plan for Global As GX core business activities, the roadmap has identified the
material parts today and Warming following eligibility criteria as specific initiatives.
; 36
in the future. ) Stc Otu nt.er?easurif No. Eligibility Criteria
rategic ENCrdy Hian Categories Sub-categories
- Long-term strategy as Promotio Houses and buildings
a growth strategy n of Restructuring the
based on the Paris 1 Energy efficiency thorough manufacturing industry
Agreement energy (fuel and feedstocks
- Japan’s NDC efficiency transition)
- Sector-specific K:nrfve Digital investment aimed
technology roadmap . at decarbonization
- Sector-Specific > - - aatlzery '“dusml’)l :
Investment Strategies enewable energy : :Wg]rgsgir;géva e energy a major
- GX Impl_ementatlon Low-carbon and Establishing electricity and gas markets
Council documents 3 decarbonized to achieve carbon neutrality
- Assessment documents energy Utilization of nuclear power
Interview with the Issuer 4 Clean transportation| GX in transport sector
Resource circulation
Infrastructure
Circular economy Restructuring the manufacturing industry
5 adapted products, (fuel and feedstocks transition)
production Facilitating the introduction of
technologies and hydrogen and ammonia
processes Carbon Recycling and CCS
© =l \éVh(_an |dent|t1_fy!?_g that IE Yes SRS B6 2-2) The Issuer’s Transition Strategy is established on the Plan for
usIness activities tha |:| No Global Warming Countermeasures, Japan’s NDC (Nationally
are environmentally
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Disclosure Elements

material parts, it is
recommended that the
fundraiser consider
multiple climate change-
related scenarios that
may possibly impact its
judgment on the
identification®’.

Requirement Check

|:| Not Applicable

Work Undertaken

DNV Findings

Determined Contribution), the Strategic Energy Plan and the
long-term strategy as a growth strategy based on the Paris
Agreement, which were formulated with reference to
international scenarios.
The Issuer has formulated roadmaps for promoting transition
finance in key emission sectors (11 sectors in total, including
power, industry and transport) in line with various
governmental measures and scenarios (see e.g., IEA, IPCC,
SBTi), including GHG (CO3) emission reduction images.

(1) METI (2) Other sectors

Steel sector International shipping sector (MLIT)

Chemical sector Inland shipping sector (MLIT)

Power sector Aviation sector (MLIT)

Gas sector

Oil sector

Pulp and paper sector
Cement sector
Automotive sector

2-c)

In terms of considering
materiality, it is possible
to apply existing
guidance provided by an
organization that creates
standard criteria
concerning sustainability
reporting.

& Yes
|:| No

|:| Not Applicable

Same as 2-a)

Although no existing guidance has been applied with
regard to the consideration of the environmental
materialities of the Issuer, the challenges and initiatives as
well as initiatives through GX presented by the Issuer itself
to address climate change have been positioned as an
important industrial and energy policy to shift the
industrial and social structure to a clean energy focus.

These initiatives are consistent with Japan’s initiatives to
address climate change and other environmental issues in the
international society, as well as initiatives consistent with the
Paris Agreement.
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Requirement Check

Work Undertaken

DNV Findings

2-d) The fundraiser should |E Yes Same as 2-a) The Issuer has explained through the roadmap and the
indicate that climate |:| No Framework that the initiatives to address climate change are
change is an . important to the country in the environmental aspect.
environmentally material D Not Applicable . . L

. The Issuer is also supporting the participation of Japanese
part of business . ; N
activities?. companies in the TCFD on cllmfate change |n|t|a?t|ves.and
recommends to disclose that climate change will be important
in the environmental aspect for corporate activities in the entire
society.

2-e) It is recommended that |E Yes Same as 2-a) The Issuer has formulated roadmaps for promoting transition
disclosures include the |:| No finance in key emission sectors (11 sectors in total, including
contents of climate . power, industry and transport, etc.) in line with various
change-related scenarios D Not Applicable governmental measures and scenarios (refer to e.g., IEA, IPCC,
used in identifying SBTi), including GHG (CO;) emission reduction images (see 1-
business activities that d), and 2-b)).
are environmentally
material parts along with
the underlying reasons
(e.g., regional and
industrial characteristics)
for selecting such
scenarios.

2-f) Explanations regarding the materiality ; |X| Yes The materiality of issuer’s transition strategies is closely related

- Itis also possible that transition strategies can
be disclosed in the form of a materiality
matrix for fundraisers, or they can be included
in fundraisers' annual reports.

- Itis also possible to explain the importance of
climate-related projects that meet certain
criteria and the importance of KPIs related to
fundraisers' overall emissions.

- Scope 3 emissions should also be disclosed
according to their importance. However, since

No
Not Applicable

Same as 2-a)

to various measures and targets related to NDCs, basic energy
plans, and GX initiatives, and is explained through the
disclosure of this information.

The issuer or Japan's GHG emissions cannot be directly
calculated as Scope 3. When evaluating GHG emissions
equivalent to Scope 3 from whole Japanese society emission, it
has been confirmed that the coverage rate is 100% based on
the IPCC guidelines, including the target boundary and target
gases (see 3-C)).
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Scope 3 emissions are basically emissions
from outside the company, it is possible to
estimate them on a provisional ‘best effort’
basis using information that is readily
available at that point in time without
incurring excessive costs or effort. When
disclosing Scope 3 emissions, it is important
to understand that there are 15 categories
and to focus on the categories most relevant
to investors. Additionally, it is strongly
recommended to disclose information on
boundaries, calculation methods, and other
related details. Furthermore, if Scope 3
emissions are expected to be significant but
have not yet been quantified or measured,
the timeline for disclosure should be disclosed
in @ manner consistent with discussions at the
ISSB. Guidelines for calculation include the
‘Basic Guidelines for Calculating Greenhouse
Gas Emissions Through the Supply Chain’
(Ministry of Economy, Trade and Industry and
Ministry of the Environment).

36 They include activities that are environmentally material parts are considered to be business activities of the issuer that identifies climate change as part of its
materiality.

37 Scenario analysis using multiple climate-related scenarios is similar to that required by the TCFD Recommendations, and it is considered useful to refer to
relevant guidelines and such like for implementation methods. An example is the document issued by the Ministry of the Environment: “Practical Guide for
Scenario Analysis in line with TCFD Recommendations”.

38 “The SASB Materiality Map” issued by the Sustainability Accounting Standards Board serves as a guidance concerning materiality.
39 As for the approach to identifying environmentally material business activities, it is possible to use the materiality map and such like and outline the level of
materiality of climate change for one’s entity.
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CTFBG-3 Climate Transition Strategy to be Science-based including Targets and Pathways

Disclosure Elements

Requirement Check

Work Undertaken

DNV Findings

(@) 3-a) The fundraiser should reference |E Yes ) . | The Transition Strategy is based on the long-term goal
science-based targets in developing |:| No Confirmed documents: of carbon neutrality in 2050, when the total emissions
its transition strategies. . - Framework and absorptions of greenhouse gases will be zero, and

|:| Not Applicable - Basic Policy for the | the mid-term goals of 1) 46% reduction by FY2030

Realization of GX (compared to FY2013), 2) 60% reduction by FY2035,
(roadmap) and 3) 73% reduction by FY2040.

- Plan for Global . ) .
Warming The long-term goal is consistent with the goals of the
Countermeasures Paris Agreement, and the mid-term goals for FY2030,

- Strategic Energy FY2035, and FY2040 are the intersection on a
Plan trajectory linearly interpolated from FY2013 (base

- Long-term strategy | Year) emissions to carbon neutrality in 2050, both of
as a growth strategy | Which are considered to have a scientific basis.
based on the Paris | 16 Transition Strategy is embodied in the roadmap, the
Agreefnent GX 2040 Vision, the Sector-Specific Investment Strategies,

- Japan’s ND;_ the Plan for Global Warming Countermeasures, etc.

- Sector-specific together with implementation timelines based on the
technology r_o_admap above science based goals.

- Sector-Specific
Investment
Strategies

Interview with the

Issuer

© 3-b) Ul et snonlel eluee mies IXI Yes Same as 3-a) The Issuer has a long-term goal of carbon neutrality in
G targets (s_h_ort- to mid-term |:| No 2050, when the total emissions and absorptions of
targets) in addition to long-term |:| Not Applicable greenhouse gases will be zero, which is intended to
target_s fqr 2050 and be align with the goals of the Paris Agreement, and mid-
quantitatively measurable based term goals for FY2030, FY2035, and FY2040 (see the
ona measurta_ment methodology table below).

Wh'_Ch 1S cqn5|stent over a long These have been measured and monitored for a long
period of time. period of time in the Plan for Global Warming
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Requirement Check

Work Undertaken

DNV Findings

Countermeasures etc., and are judged to be
quantifiable using consistent and the latest available
measurement methods.

Fiscal

year Targets

CO, emissions

2013 Base year 1.408 billion t-CO,

CO; emissions: 46% reduction
2030 (Ibid. challenging the
50% reduction)

0.760 billion t-CO,

2035 CO; emissions: 60% reduction 0.570 billion t-CO,

2040 CO, emissions: 73% reduction 0.380 billion t-CO,

2050 Carbon neutrality 0 billion t-CO,

(©) 3-c) In addition, it is recommended that |E Yes Same as 3-a) The Issuer has defined emission reductions as absolute
GHG reduction targets, which could |:| No values (GHG emissions and absorptions).

(©) :i;(;rggg:igdt::::rslgcl&tsngty |:| Not Applicable GHG emissions cannot be d?re.ctly organized as Scope 3 in
consider environme,ntal e the assessmenF of GHG em|55|on§ of the Issuer or Japan.
and cover Scopes 1 through 3 of When GHG em|55|oqs c;orrespondmg Fo Scope 3 are tgken
GHG Protocol. the international and assessed as.en.ﬂlssmn.s of the entire Japar.mese spaety,
standard on s,upply— chain the coverage ratio is confirmed to be 100%, including

. , target boundary and target gases, in accordance with
emissions. It is strongly IPCC guidelines
recommended that targets '
covering Scope 3 be set using a
practical calculation method when
it could be subject to significant
reduction in the fundraiser’s
business model.
A 3-d) From the perspective of promoting & Yes Same as 3-a) Same as 3-c)

the GX value of products and
making visible their contribution to
reducing emissions across society
as a whole, it is possible to show

|:|No

|:| Not Applicable

(No target disclosure of Avoided emission or Emission
result/performance)
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the avoided emission amount,
reduction

performance/achievement amount,

or both of these targets in addition
to the above Scope 1 to 3 targets,
as necessary.

Requirement Check

Work Undertaken

DNV Findings

(A)

3-e)

Science-based targets are GHG
reduction targets required for
achieving the goals of the Paris
Agreement and should be set
while taking into account
differences in regional
characteristics and industries. In
so doing, it is possible to refer to
the following trajectories*!.

- Scenarios widely recognized in
the international community *?
- Objectives verified under the
Science Based Targets
Initiative (SBTi) and such like
- Nationally Determined
Contributions (NDC) of
countries aligned with the
goals of the Paris Agreement,
roadmaps by industry
sector®?, industries set out
plans that are science-based
achieving the Paris
Agreement** and so on.
Furthermore, in cases where
there is no scientifically based
trajectory established by a third
party, it may be possible to

|E Yes
|:| No

|:| Not Applicable

Same as 3-a)

The Issuer’s transition targets refer to the following:

e Japan’s NDC consistent with the goals of the
Paris Agreement (February 2025)

The Issuer has formulated roadmaps for promoting
transition finance in key emission sectors (11 sectors in
total, including power, industry and transport) in line with
various governmental measures and scenarios (see e.g.,
IEA, IPCC, SBTi), including GHG (CO_) emission reduction
images.

The science based trajectory is a linear interpolation
between 2013 as the base year to 2050 carbon neutrality
as the long-term goal.
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consider comparisons with
competitors, the use of internal
methods, and past performance.

Requirement Check

Work Undertaken

DNV Findings

3-f) Short- to mid-term targets (with a |E Yes Same as 3-a) The mid-term goals for FY2030, FY2035, and FY2040 are
term of three to fifteen years) |:| No the intersection on a trajectory linearly interpolated from
should be set by referencing the |:| Not Applicable FY2013 (base year) emissions to carbon neutrality in
aforesaid trajectories or on the PP 2050, and are judged to be on the path towards the
pathway toward the long-term long-term goal.
targets planned as benchmarks™. - The issuer provides a ‘sector-specific technology
- Regarding scenarios, it is roadmap’ for major hard-to-abate industries that

recommended to refer not only includes short- and medium-term initiatives that

to international scenarios but take into account Japan's regional and industry

also to more detailed scenarios characteristics, referring to international

specific to regions and scenarios. From the perspective of enhancing

industries. reliability and predictability, it is expected that
quantitative targets, etc. will be added to the
‘sector-specific technology roadmap.’

3-g) (regarding to 3-f)), since short- to |X| Yes Same as 3-a) The Issuer set 2013 as the base year (starting point) as

mid-term targets will likely be set
in consideration of various factors
(including the starting point and
track records of the issuer, timing
of capital investments, economic
rationality, cost-benefit analysis,
and availability of technology
necessary to achieve the targets),
it is possible that the pathway may
not necessarily be linear with the
same slope at all times but may be
nonlinear.

|:|No

|:| Not Applicable

an update as of 2015, when the goal for 2030 was first
prepared prior to the Paris Agreement. The mid-term
goals for FY2030, FY2035, and FY2040 are on a linear
interpolation between FY2013 and 2050 as shown in 3-
a), 3-e) and 3-f). However, the process along the way
may be non-linear due to various factors (e.g., status of
technology development, implementation status,
economic rationale).
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Requirement Check

Work Undertaken

DNV Findings

3-h) The fundraiser should disclose the & Yes Same as 3-a) The Issuer’s mid-term and long-term goals use 2013
short- to mid-term and long-term |:| No CO; emissions as the base year. CO; emissions are
targets they have set, including |:| licabl calculated as the total of GHG emissions and
the base years, past emission Not Applicable absorptions.

(including absolute gmlsspn |.n The CO; emissions (GHG emissions) for the base
case of that carbon intensity is key .
S year, mid-term and long-term goals are as follows:
indicator ) etc.
FAEE Targets CO; emissions
year
2013 Base year 1.408 billion t-CO,
CO; emissions: 46% reduction
2030 (Ibid. challenging the 0.760 billion t-CO,
50% reduction)
2035 CO; emissions: 60% reduction 0.570 billion t-CO,
2040 CO; emissions: 73% reduction 0.380 billion t-CO,
2050 Carbon neutrality 0 billion t-CO,
3-i) Where applicable, it is strongly |E Yes Same as 3-a) The issuer also works on a strategy to achieve the goals

recommended to disclose the use
of carbon capture technologies, the
status of use of high-quality and
reliable carbon credits*®, and the
contribution to the trajectory of
greenhouse gas emission
reductions using above technology
and scheme.

|:|No

|:| Not Applicable

set forth by GX through blended finance, which combines
public and private funds, including GX economic
transition bonds (including Climate transition bonds), in
order to provide incentives for promoting GX through the
introduction of carbon pricing in the future (see figure
below).

Additionally, the issuer works on CCS (Carbon Capture
and Storage) as carbon capture technologies, in the fields
of environmentally adaptive products, environmentally
considerate production technologies and processes, as
well as the utilisation of greenhouse gas absorption
sources such as forests, farmland, and algal beds in the
food, agriculture, forestry, and fisheries sectors (these
are also included as nominated use of proceeds of climate
transition bonds).

Page 115 of 146




Disclosure Elements

Requirement Check

Work Undertaken

DNV Findings
Amaount of
e “Growth-oriented
GXEconomy | Financing Resources Carbon f‘ril:lnf'
Tansiion Bones r‘ = Introduce “CP* after
. setting a period to work

towards GX

= Introduce it with a low
burden at first and
gradually increasing it

* By showing the palicy in
advance, make early GX
investments

Realization of over 150 trillion yen

| in GX investments
Investment
Pramotion

%TTTI

Investment
Promotion

Investment Scale (BAU)

2022 Time

Figure Growth-oriented carbon pricing concept

3-j) In order to show that long-term |X| Yes Same as 3-a) The Issuer’s transition targets are set in accordance with
targets are science-based, |:| No the Japan’s NDC, which is consistent with the goals of the
disclosures should explain the |:| Not Applicabl Paris Agreement.
methodology or trajectory used to ot Applicable .

. } . The Issuer has formulated roadmaps for promoting
define target, including the e : . .
. transition finance in key emission sectors (11 sectors in
underlying reasons (e.g., . : . o .
2 o . total, including power, industry and transport) in line with
characteristics specific to a region ! X
s e R various governme_ntal measures and scenarios (see e.g.,
Y ! IEA, IPCC, SBTi), including GHG (COz) emission reduction
reference is made to plans and images
industry roadmaps established by ges.
an industry, etc., the explanation
should include that they are
grounded in scientific basis.
3-k) It is possible that disclosures X Yes Same as 3-a)

explain the pathway toward a
long-term target and the alignment
between the short- to mid-term
targets on the pathway and the

|:|No

|:| Not Applicable

The Issuer has disclosed the basic investment
program for the implementation of the Transition
Strategy.

Specifically, the Issuer plans to provide approximately
JPY 20 trillion in governmental support (The GX
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transition strategy, based on the Economy Transition Bonds) as upfront investment
investment plan (refer to Element support over a 10-year period starting in FY2023, as
4) and other plans. well as over JPY 150 trillion in public-private

investment over the same period.

The major investment destinations of the GX Economy
Transition Bonds are the following:

“Promotion of non-fossil energy (JPY 6-8 trillion)”
“Industrial restructuring and radical energy
conservation in a combination of supply and demand
(approximately JPY 9-12 trillion)”
“Resource recycling and carbon fixation technologies
(approximately JPY 2-4 trillion)”
The investment program has been disclosed in the
Framework and the “Basic Policies for the Realization of
GX" as the information necessary for dialogue with the

market.
Breakdown of government support Overall public and private investment
over the next decade over the next decade
20 trillion yen 150 trillion yen
P f::.dr::'::n d * Massive introduction of
. b
Expansion of 6~8 expansion of hydrogen and ‘:Ig“ % rNel::eI;?r ellet:rg\.'
non-fossil trillion ammonia yen™ {R&D of innovative reactors, ste.)
SICIEY i) * Research and development * Hydrogen and ammonia  etc.

of new technologies related
to renewable energy ete.

= Energy saving and fuel
Example conversion in the

Transformation of * Energy conservation and manufacturing industry
industrial structure fuel conversion for structural {&.g. steel, chamicals, cement)
on both supply and reform and improving » Digital investment for
demandpsll’d:s 9~12 profitability in the 80 decarbonization
trillion manufacturing industry trillion = Establishment of battery
& . yen = Nationwide measures yen™ industry
. Drastic addressing domestic energy Attracting = Structural transformation of
reinforcement demands v ship and aircraft industries
of energy saving * Achieve drastic energy B = Next-generation automobiles
savings ere, - Investment * Housing and Buildings et
in conjunction
. ith
Resource recycling et
and 2~4 Example regulations, 10 = Resource recycling industry
Thoniixation trillion  * RE&D and implementation of etc trillion  * Bio manufacturing
yen new technologies etc. . ccs
technologies etc. yen Sl
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Concerning targets and
trajectories, obtaining
independent expert reviews on
the following is considered to be
particularly useful. It is also
useful to obtain independent
external review to past data
point)

- Whether the long-term target
is aligned with science-based
targets

> Whether the disclosed
information explains
the alignment with the
Paris Agreement

- Whether the short- to
mid-term targets are
determined using a GHG
emissions forecast
calculated based on a
climate change scenario
analysis

» Whether scenarios,
etc. widely recognized
in the international
community are used or
referenced

- Whether the actual values
of the indicators used for
the targets are
quantitatively measured
using consistent
measurement methods

Requirement Check

& Yes
|:| No

|:| Not Applicable

Work Undertaken

Same as 3-a)

DNV Findings

Based on the documentation and information provided
by the Issuer, DNV reviewed the following and has
confirmed that the targets and trajectories are based
on scientific evidence:

- Is the long-term goal based on scientific

evidence?

>The long-term goal of the Issuer is carbon
neutrality in 2050, when the total emissions and
absorptions of greenhouse gases will be zero. The
long-term goal is consistent with the goals of the
Paris Agreement and is considered to have a
scientific basis.

- In setting short- and mid-term goals, has the
greenhouse gas calculation been estimated
based on an analysis of climate change
scenario?
> The greenhouse gas calculation was estimated
for short- and mid-term goals based on linear
interpolation between the long-term goal under
the Paris Agreement and the base year, and 46%
reduction in GHG emissions by FY2030
(compared to FY2013), 60% reduction by
FY2035, and 73% reduction by FY2040 have
been set.

- Are performance values relating to the
indicators utilized in the goals
quantitatively measured by consistent
measurement methods?
>The Issuer has set sector-specific GHG
emission reduction measures and goals in
order to realize the mid-term goal of 46%
reduction by FY2030 and 73% reduction by
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Disclosure Elements Requirement Check Work Undertaken DNV Findings

> Whether a specific FY2040 in its Plan for Global Warming
GHG emissions Countermeasures etc.
reduction measure
has been developed
to achieve short- to
mid- term targets
aligned with long-
term goals

40
41

42

43

44

45

46

Public-Private Initiatives for Creating the GX Market’ (Ministry of Economy, Trade and Industry, 2024)

ICMA published a Methodologies Register in 2022, which lists tools that are particularly useful for fundraiser to verify their own emission reduction trajectories for
their reference. Additionally, Appendix 2 of the ICMA Climate Transition Finance Handbook includes a list of examples of various public and market-based guidelines
related to GSS bonds focused on climate transition (including Japan's sector-specific technology roadmaps).

There are scenarios defined by the IEA that are consistent with the Paris Agreement, as well as the 2°C scenario (RCP2.6) and 1.5°C scenario (RCP1.9) referenced
by the IPCC, and benchmarks related to the Transition Pathway Initiative (TPI). In addition, the TCFD Technical Supplement and ‘Recommendations for Developing
Management Strategies Using the TCFD: A Practical Guide to Scenario Analysis Incorporating Climate-Related Risks and Opportunities, 2022 Edition” (Ministry of the
Environment, 2023) list scenarios.

As for sector-specific roadmaps developed by public institutions, the Ministry of Economy, Trade and Industry has developed and published sector-specific
technology roadmaps for eight sectors: steel, chemicals, electricity, gas, petroleum, paper and pulp, cement, and automotive". Additionally, the Ministry of Land,
Infrastructure, Transport and Tourism has published roadmaps and timelines for decarbonisation promotion in the shipping and aviation sectors.

When utilising plans established by industries, etc., it is necessary to ensure reliability by explaining their alignment with the Paris Agreement based on scientific
evidence.

When setting short- to medium-term targets, it may be considered to determine the level by assuming the use of BAT (Best Available Technologies), but it is
necessary to consider whether the use of such technologies would make it difficult to achieve long-term targets.

The use of carbon credits for offsetting purposes to achieve greenhouse gas emission reduction strategies should be kept to a minimum and used solely for the
purpose of suppressing residual emissions. When using carbon credits, funders should disclose the rationale and necessity for their use, along with internal policies
and related governance regarding the procurement of carbon credits. Documents summarising the use of carbon credits include the ‘Carbon Offset Guidelines
(Ministry of the Environment),’ the Voluntary Carbon Market Initiative (VCMI), and the International Council for Voluntary Carbon Markets (ICVCM).
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CTFBG-4 Implementation Transparency

Disclosure Elements

Requirement
Check

Work Undertaken

DNV Findings

() 4-a) In implementing transition
strategies, the fundraiser should
provide transparency of the basic
investment plan to the extent

practicable.

|E Yes
|:| No

|:| Not Applicable

Confirmed documents:

- Framework

- Basic Policy for the
Realization of GX
(roadmap)

- Sector-Specific
Investment
Strategies

- GX
Implementation
Council documents

- Assessment
documents

Interview with the Issuer

DNV has confirmed that the Issuer has disclosed the
image of the amount of governmental support and the
overall amount of public-private investments for the 10
years since 2023 as its investment plan (see 3-i)).

The Issuer has disclosed the basic investment program
for the implementation of the Transition Strategy.

Specifically, the Issuer plans to provide approximately
JPY 20 trillion in governmental support (The GX
Economy Transition Bonds) as upfront investment
support over a 10-year period starting in FY2023, as well
as over JPY 150 trillion in public-private investment over
the same period.

The major investment destinations of the GX Economy
Transition Bonds are the following:

“Promotion of non-fossil energy (JPY 6-8 trillion)”
“Industrial restructuring and radical energy conservation
in @ combination of supply and demand (approximately
JPY 9-12 trillion)”

“Resource recycling and carbon fixation technologies
(approximately JPY 2-4 trillion)”

The investment program has been disclosed in the
Framework and the “Basic Policies for the Realization of
GX" as the information necessary for dialogue with the
market.
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Disclosure Elements

The investment plan includes not
only capital expenditure (Capex)
but also capital and operational
expenditure (Opex) (ICP Internal
Carbon Pricing). Therefore, costs
related to research and
development (R&D), M&A, and
dismantling and removal of
facilities are also subject to the
investment plan. In other words, it
is recommended that the
investment plan incorporate, to
the extent possible, expenditure
and investment necessary for
implementing the transition
strategy.

Requirement
Check

|E Yes
|:| No

|:| Not Applicable

Work Undertaken

Same as 4-a)

DNV Findings

The Issuer’s investment plan is to invest in projects
that are truly difficult for the private sector alone to
make investment decisions and that contribute to
emission reductions and the realization of industrial
competitiveness and economic growth, and will be
prioritized based on the basic concept specified in the
roadmap (R&D). Specifically, costs related to research
and development, including costs for the Green
Innovation Fund projects, will be accounted.

In addition, as “Just Transition” from the perspective of
promoting GX in the entire society, the policy package of
investment in people of JPY 400 billion over three years
is planned to be significantly expanded to JPY 1 trillion
over five years, taking into account the comprehensive
economic measures to overcome high prices and realize
economic revival approved by the Cabinet in October
2022.

Eligibility Criteria

Category Sub-category
Houses and
buildings
. Restructuring the
Promotion manufacturing
of thorough industry (fuel and
1 Energy SHenagy feedstocks
efficiency efficiency transition)
improvement —
Digital
investment aimed
at decarbonization
Battery industry
2 Renewable Making renewable energy a
energy major power source
Establishing electricity and gas
3 Id_ow-cbarb_on dand markets to achieve carbon
decarbonized | peuraiy
Utilization of nuclear power
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Disclosure Elements

Requirement
Check

Work Undertaken

DNV Findings

Low-carbon and | GX in transport sector
4 decarbonized Resource circulation
energy Infrastructure
Circular Circular economy adapted
aeineinky products, production technologies
adapted d
5 products, and processes '
production Facilitating the |ntrodqctlon of
technologies and hydrogen and ammonia
processes Carbon Recycling and CCS
Sustainable Food, agriculture, forestry, and
6 management of | Fisheries industry
living natural Resource circulation
resources etc.

4-c)

It is recommended that the
investment plan outline the
assumed climate-related outcomes
and impacts*’ in a quantitative
fashion where possible, along with
the calculation methods and
prerequisites*®. If quantification is
difficult, the use of external
certification systems can be
considered as a substitute for
qualitative assessment.

|E Yes
|:| No

|:| Not Applicable

Same as 4-a)

With regard to the climate-related outcomes and
impacts expected in the investment plan, appropriate

indicators will be stated in the post-issuance reporting
of the transition bond, depending on the characteristics
of the eligible projects, and quantitative environmental
benefits will be reported for practically quantifiable
projects.

Items relating to environmental benefits to be stated
in the reporting are planned to include the following
(see GBP-4 in the main text for details):

- Key environmental benefit items (direct and
indirect effects and expected future effects),
progress status of projects, etc. on a
project- by-project or eligibility-criteria
basis (taking into account confidential
obligations and the extent practicable)

- Any significant changes in circumstances in
eligible projects (e.g., significant process
changes, suspension/discontinuation,
changes in specifications that have a
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Disclosure Elements

Requirement
Check

Work Undertaken

DNV Findings

significant impact on the environmental
benefits) during the redemption period of
the bond after allocations have commenced

4-d)

when outlining the assumed
climate-related outcomes and
impacts, issuer should disclose
include not only GHG emission
reduction and other initiatives to
ease climate change but also
disclose how consideration of a
“just transition” is incorporated
into the transition strategy.

|:| Not Applicable

Same as 4-a)

4-¢)

If implementing the transition
strategy has the potential of having
a negative impact on employment
or the environment and
communities other than climate
change, it is recommended that
any expenditures to mitigate such
negative impacts be added to the
plan.

|X| Yes
|:| No

|:| Not Applicable

Same as 4-a)

The Issuer plans to ensure that Just Transition,
mitigation of negative impact and avoidance of lock-
in are in place in the “Basic Policy for the Realization
of GX” and in the selection process of investment
destinations (eligible projects).

Specifically, the policy on Just Transition has been set
out in the “Basic Policy for the Realization of GX" as
“Promotion of GX in the entire society (section 5).”

Basic In promoting GX, it is important to
concept appropriately promote labor
transfer

to newly created industries from the
perspective of Just Transition.
Supporting the smooth labor transfer
from fossil fuel-related industries to low-
carbon industries will ensure people’s
lives and employment and contribute to
Japan’s economic growth. Therefore,
necessary support, including human
resource development at universities etc.
will be provided, while taking into

account

the actual conditions of each industry.
Future The policy package of investment in
actions people of JPY 400 billion over three years

is significantly expanded to JPY 1 trillion
over five years, taking into account the
comprehensive economic measures to
overcome high prices and realize
economic revival approved by the
Cabinet in October 2022.

Promote Just Transition by
simultaneously facilitating the acquisition
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Disclosure Elements

Requirement
Check

Work Undertaken

DNV Findings

of new skills and smooth labor transfer
to growth sectors, including green
sectors, through support for the
facilitation of labor transfer to growth
sectors etc. and support for job transfers
for career advancement of incumbent

workers.

(@) 4-f) Moreover 4-e), the outcomes |E Yes Same as 4-a) DNV has confirmed that the outcomes (4-c) from the
arising from investments included |:| No nominated eligible projects included in the Issuer’s
in the investment plan should align . investment plan are closely related to the goals (3-b) and
with the targets. D Not Applicable that there are plans to help achieve the goals.

O 4-g) Transition finance is a means to |E Yes Same as 4-a) The Issuer’s transition bond is basically planned to be
financially support the |:| No allocated to finance new initiatives. However, it may also

(A) implementation of a transition |:| Not Applicable be allocated as refinancing.
:::ttgﬁg’n iir:é 'E:piif/?g;??gfﬁgw The F.r.amework stipulates that if th.e prqceeds of the
initiatives. However. in the case of tr§n5|t|on bonq are allocated as reﬂnanqng, the Is.suer
transition finance inlthe format of will target projects that have been put into operation
Use of Proceeds instruments (commenf:ed opgratlon) or to V\{hICh proceeds have been
refinancing for a reasonably ;et aIIocatgq in the flscal year t.hat includes the qate of
lookback period (the period during fundraising and.ln the prevpus .year. I.f a perlo.d other
which refinancing is to be applied than the above is targeted, 't. will be dls.closed in the
e A e e statutory documents at the time of the issuance of the

. . transition bond, together with the reasons.

started) is considered to be
eligible.

O 4-h) It is recommended that investment |E Yes Same as 4-a) Through the assessment, DNV has confirmed that the

plans be disclosed by linking the
outcomes and impacts with the
expenditures to the extent
practicable®.

|:|No

|:| Not Applicable

investment plans for eligibility criteria etc. including the
GX Economy Transition Bonds set out in the roadmap,
eligible projects, and the industry-specific measures and
goals set out in the Plan for Global Warming
Countermeasures are closely linked.
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Disclosure Elements

Requirement
Check

Work Undertaken

DNV Findings

Although the individual documents do not directly link
the amounts, outcomes and impacts of each investment
target, the investment plan is judged, from a
comprehensive perspective, to link the amounts,
outcomes and impacts of each investment target.

4-i) It is recommended that the |E Yes Same as 4-a) DNV has confirmed that if there are material differences
fundraiser, after securing financing, |:| No in the originally planned outcomes or impacts of the
reports any deviations between the . projects for which the Climate Transition Bond has been
initial plan and the actual D Not Applicable disbursed, the Issuer will explain the circumstances and
expenditure, outcomes and reasons for such differences through annual reporting
impacts. For any deviations, it is etc.
recommended that the underlying
reasons be explained.

4-j) Annual disclosure of each CapEx |X| Yes Same as 4-a) The issuer plans to disclose information related to its
and OpEx plan (including |:| No climate transition strategy through the disclosure of
assumptions regarding related ) annual reports (fund allocation and impact reports) on
carbon costs) and other financial D Not Applicable transition bonds, reviews and revises of the framework,
metrics related to climate and regular reviews and revises of various policies.
transition strategies is possible to
disclose in fundraisers' annual
reports, sustainability reports,
climate-related strategies, legal
documents, funding frameworks,
or funding allocation and impact
reports.

4-k) In cases where the Use of Proceeds |X| Yes Same as 4-a) The Framework stipulates that if the proceeds of the

bonds include refinancing, the
fundraiser should provide an
explanation on the lookback period
set under the framework or other

|:|No

|:| Not Applicable

transition bond are allocated as refinancing, the Issuer
will target projects that have been put into operation
(commenced operation) or to which proceeds have been
allocated in the fiscal year that includes the date of
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Disclosure Elements

relevant methods along with the
underlying reasons and factors.

Requirement
Check

Work Undertaken

DNV Findings

fundraising and in the previous year. If a period other
than the above is targeted, it will be disclosed in the
statutory documents at the time of the issuance of the
transition bond, together with the reasons.

(A)

4-1)

It is possible but not easy to obtain
limited assurance or verification to
how CapEx and OpEx plans
contribute to the climate transition
strategy of fundraisers. In case
that such assurance or verification
are not provided, fundraisers
should demonstrate some
predictive analyses of how CapEx
and OpEx plans are expected to
contribute to greenhouse gas
emission reduction strategies.

In doing so, the following elements
may be reviewed (from
independent party).

« Share or ratio of expenditures
on initiatives contributing to
the transition strategy relative
to total expenditures.

« The absolute amount of
expenditures on initiatives
contributing to the transition
strategy.

« The greenhouse gas emission
reduction outcomes or
impacts or expected to be
achieved through the increase
in expenditures for initiatives
contributing to the transition

|X| Yes
|:| No

|:| Not Applicable

Same as 4-a)

The issuer does not plan to obtain limited assurance or
verification regarding its CapEx and OpEx plans.

The issuer has disclosed a basic investment programme
for the implementation of its transition strategy.
Specifically, in order to lead to a total investment of over
150 trillion yen in public-private investment over 10
years from fiscal 2023, it plans to issue approximately 20
trillion yen worth of GX economic transition bonds as
government support over the same 10-year period.

Through its review, DNV confirmed that the above-
mentioned public-private investment (over 150 trillion
yen) and government support (approximately 20 billion
yen) will play an important role in achieving the
greenhouse gas emission reduction strategies (targets)
for 2030, 2035, and 2040.

(At this point, reductions in spending on activities that
are environmentally unfriendly or significantly harmful
are not permitted.)
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Disclosure Elements Requirement Work Undertaken DNV Findings
Check

strategy, and, if information is
available, the outcomes or
impacts or expected to be
achieved through the
reduction of environmentally
negative or significantly
harmful expenditures

47 The Ministry of the Environment, in its “Concept Paper on Impact Finance”, refers to impact as “a positive or negative change to the environment, society or
economy caused by an organization and is not a direct deliverable or output but an outcome as a change brought about in terms of the environment, society or
economy.”

48

49

When demonstrating results and impact, it may be useful to refer to the “Guidance Document on Harmonised Framework for Impact Reporting (ICMA, 2024)".
Additionally, impact could also be demonstrated by showing the contribution to COz reduction across the entire lifecycle, including the global value chain and
consumption stage. For avoided emission, reference could also be made to the ‘Basic Guidelines for Disclosure and Evaluation of Climate-Related Opportunities’ (GX
League GX Management Promotion WG, 2023) and the ‘Guidance on Avoided Emissions’ (WBCSD, 2023). Furthermore, regarding research and development
outcomes, it may be possible to refer to the IEA's Measuring Innovation by Technology Readiness Level (TRL) and its relevance to net zero, and to demonstrate
progress in the research and development phase or the CO2 reduction potential of the target technology in terms of its importance to net zero.

In particular, disclosure of the investment plan is expected to be required for projects applicable to Use of Proceeds. About investment plan, In addition to the above, it is
expected to disclose the following items to the extent possible.

An explanation of the CapEx implementation plan aligned with the overall climate transition strategy and climate-related science, and how it effects CapEx-related
decision-making within the organisation.

A phased discontinuation plan for activities and products that conflict with the climate transition strategy (when such activities or products are significantly harmful
or only result in outcomes that conflict with the science-based greenhouse gas emission reduction trajectory).

Disclosure of the ratio of recovery of assets, revenues, expenditures, and invested funds associated with various type of measures.

Qualitative and quantitative evaluation of greenhouse gas emissions carbon-locked-in for a certain period of the time from the main assets and products of the
fundraisers.

Assumptions regarding internal carbon costs.

Disclosure of adverse impacts on the workforce, community, and surrounding environment, and measures to mitigate them.
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DNV

Schedule-5 Green Bond Guidelines (Transition Bonds with Specific Use of Proceeds) Eligibility
Assessment Protocol

The following checklists (GBGL-1-1 through GBGL-2-1) are prepared based on the Green Bond Guidelines (GBGL), Ministry of Environment (MOE), 2024.
According to the GBGL, “Requirements”/”Evaluation Items” are classified into the following two categories: “Should: ©”; and “Recommended: O.”

The documents listed in the “Work Undertaken” column are those confirmed as evidence, whose details are shown in the List of Reference Materials (Appendix-1).
The evidence used in the evaluation work includes confirmed documents as well as information obtained through discussions and interviews with the fundraiser.
In Schedule-5, the requirements are applied to transition bonds with use of proceeds based on CTFH/CTFBG. Therefore, the terms “green (bond,

project” in the “Requirements/Evaluation Items” column in Schedule-5 should be read as “transition (bond, project).”

GBGL-1-1 Use of Proceeds

Section

1-1 principle
(1)#1

Requirements/Evaluation Items

The cornerstone of a Green Bond is
the utilisation of the proceeds of the
bond for eligible Green Projects,
which should be appropriately
described in the legal documentation
of the

security

Requirement Check

|X| Yes |:| No

|:| Not Applicable

Work Undertaken

Confirmed documents:

- Framework

- Basic Policy for the
Realization of GX
(roadmap)

- Plan for Global
Warming
Countermeasures

- Sector-specific
technology roadmap

Assessment documents

DNV Findings

DNV has confirmed through the Framework
and the assessment that all proceeds raised
by the Issuer from the transition bond will be
allocated to eligible projects selected through
the process of project evaluation and selection
of eligibility criteria and eligible projects set
out in the Framework. DNV has also
confirmed that the environmental benefits of
the use of proceeds will be assessed by the
Issuer.

The use of proceeds will be disclosed in the
statutory documents prior to the issuance of
the transition bond, if it is selected in
advance. If the use of proceeds is not selected
prior to the issuance of the transition bond, it
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Section

Requirements/Evaluation Items

Requirement Check

Work Undertaken

DNV Findings

will be disclosed in the reporting after the
issuance of the transition bond.

1-1 principle All designated eligible Green Projects |X| Yes |:| No Interview with the DNV has confirmed that the environmental
(1)#2 should provide clear environmental Issuer benefits of the eligible projects as the use of
benefits, which will be assessed and, [ Not Applicable proceeds are quantified by the Issuer to the
where feasible, quantified by the extent practicable.
issuer.
1-1 principle In the event that all or a proportion |X| Yes |:| No DNV has confirmed that if the amount or
(2) of the proceeds are or may be used percentage to be refinanced by the Issuer is
for refinancing, it is recommended |:| Not Applicable known prior to the issuance of the transition
that issuers provide an estimate of bond, it will be clarified in the statutory
the share of financing vs. re- documents etc. DNV has also confirmed that if
financing, and where appropriate, it is not clear prior to the issuance, the Issuer
also clarify which investments or intends to clarify the approximate amount (or
project portfolios may be refinanced, percentage) of the portion allocated as
and, to the extent relevant, the refinancing in the post-issuance reporting.
expected Iool.<—.back period for DNV has confirmed that, in the event that
refinanced eligible Green Projects. X L
refinancing is targeted, a reasonable look-
back period (e.g., at the time of refinancing,
the eligibility of the project is maintained at
present and the environmental benefits will
last during the redemption period, or clear
environmental benefits can be expected in the
future) will be set.
1-1 guidance (refinancing to Use of Proceeds) |X| Yes |:| No Same as 1-1 principle (2)
(5) In the case of corporate bonds, the

Cabinet Office Order on Disclosure of
Corporate Affairs requires

|:| Not Applicable
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Ref. Section Requirements/Evaluation Items Requirement Check Work Undertaken DNV Findings

the disclosure of the information set
out in this section. In the case of
other types of bonds, it is also
recommended that such information
be disclosed in order to ensure

transparency
(o) 1-1 guidance When Green Bonds are issued |X| Yes |:| No DNV has confirmed that the Issuer has no
(7) multiple times to refinance an asset current plans of allocation to refinancing to
that requires long-term |:| Not Applicable eligible projects that are long overdue (more
maintenance, the issuer should than two fiscal years before issuance).

clearly disclose the asset’s age,
remaining useful life and the amount
to be refinanced, as at the time of
the bond issuance, evaluate the
long-term sustainability of
environmental benefits and obtain
an assessment from an external
reviewer as necessary. (
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DNV

GBGL-1-2 Process for Project Evaluation and Selection

Section

1-2 principle
(1)

Requirements/Evaluation Items

The issuer of a Green Bond should
clearly communicate to investors:

* The environmental
sustainability objectives of the
eligible Green Projects;

* The process by which the issuer
determines how the projects fit
within the eligible Green
Projects categories (examples
are identified above); and

+ Complementary information on
processes by which the issuer
identifies and manages
perceived social and
environmental risks associated
with the relevant project(s).

Requirement Check Work Undertaken

|X| Yes |:| No Confirmed documents:

|:| Not Applicable - Framework

- Basic Policy for the
Realization of GX
(roadmap)

- Sector-specific
technology roadmap

-  GXImplementation
Council documents

- Assessment
documents

Interview with the
Issuer

DNV Findings

Followings are DNV findings to 3 Requirement /
Evaluation items listed in left column in 1-2
principle (1)

+ The environmental sustainability
objectives of the eligible Green
Projects;

= DNV has confirmed that the Issuer

intends to explain the environmental
targets it intends to achieve through the
transition bond through the Framework
etc.

Specifically, the environmental targets
include the following:

] Targets CO, emissions
year

2013 Base year 1.408 billion t-CO,
CO, emissions: 46%
reduction (Ibid. 0.760 billion t-CO

A challenging the 50% : fion 2
reduction)

2035 | Q2 eMIsSIons: 60% | 4 570 pillion t-CO,
reduction

2040 | €92 8MISSIONS: 73% | 380 pillion t-CO;
reduction

2050 Carbon neutrality 0 billion t-CO;

» The process by which the issuer
determines how the projects fit within
the eligible Green Projects categories
(examples are identified above) ;

= Eligible projects to which the proceeds
will be allocated will be confirmed by the
“Intergovernmental Committee on the
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Ref. Section Requirements/Evaluation Items Requirement Check Work Undertaken DNV Findings

Issuance of GX Economy Transition
Bonds,” consisting of Director-Generals,
to be consistent with the “GX Promotion
Strategy” and conform to the selection
criteria set out in GBP-1 for each eligibility
criterion by the Issuer. The eligibility of
projects is assessed and selected through
discussions with relevant ministries and
agencies as necessary, and finally
reported to the “GX Implementation
Council,” chaired by the Prime Minister.

<Members of the Intergovernmental
Committee>

¢ Cabinet Secretariat

¢ Financial Services Agency

e Ministry of Finance

¢ Ministry of Economy, Trade and Industry
¢ Ministry of the Environment

« Complementary information on
processes by which the issuer identifies
and manages perceived social and
environmental risks associated with the
relevant project(s);

= DNV has confirmed that, when selecting
eligible businesses (projects), the Issuer
will ensure to take negative environmental
and social impacts into account (including
the necessary procedures in the region
where the project is to be implemented)
and that the proceeds are not allocated to
projects related to the following exclusion
criteria.
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Ref. Section Requirements/Evaluation Items Requirement Check Work Undertaken DNV Findings

DNV has also confirmed through the
assessment that the Issuer will consider
the negative impacts of projects at the
project implementation stage and the
impacts on the relevant supply chain,
including Just Transition, mitigation of
negative impacts (e.g., actions through
environmental impact assessment) and
avoidance of lock-in, as indicated in CTF-
4,
. Businesses with the purpose of
manufacture or distribution of
inhumane weapons such as nuclear,
chemical, biological and other
weapons of mass destruction or anti-
personnel landmines, or businesses
engaged in the manufacture of
products or provision of services
supporting manufacture or sale of
inhumane weapons such as nuclear,
chemical, biological and other
weapons of mass destruction or anti-
personnel landmines;

Businesses related to coal mining,
refining or transportation;

Businesses related to the ownership
or operation of gambling facilities or
businesses;

Businesses related to forced labor or
businesses related to unfair trade,
bribery, corruption, extortion,
embezzlement or other inappropriate
relationships that do not comply with
the laws and regulations of the
country where the business is located.
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Section

Requirements/Evaluation Items

Requirement Check Work Undertaken

DNV Findings

1-2 guidance When no individual Green Project to |X| Yes |:| No Same as 1-2 principle (1) DNV has confirmed that the Issuer, in the

(1) which Green Bond proceeds will be _ evaluation and selection of the transition bond,
allocated is determined (e.g., |:| Not Applicable will explain the assessment criteria set for each
(i) in cases where a corporation or a eligibility criterion, including standards such as
local government issues a Green CTFH/CTFBG, GBP/GBGL, etc., through the
Bond to raise funds for Green Framework etc. (The Framework provides
Projects in the relevant business and examples of the main criteria, but DNV has
project category, and confirmed that the Issuer’s internal or publicly
(ii) in cases where financial available criteria/processes are followed in the
institutions raise funds for actual evaluation and selection.)
IS TS Bl Ioan.s e s DNV has confirmed that the Issuer’s criteria
pumber of Green Pro.Jects,. et;.), and processes are aligned with overarching
ISSuers .should esta.b.hs:h criteria for goals, strategies and policies, based on the
determining the eligibility of roadmap and relevant environmental plans
Green Projects based on the and strategies. These can be understood
environmental objectives, and through the Framework. DNV has also
provide investors with such confirmed that the Issuer intends to explain
information, in addition to the above them to investors through the Framework.
information in the Green Bond
Principles, in advance.

© 1-2 guidance Depending on the process put in |X| Yes |:| No Same as 1-2 principle (1)| DNV has confirmed that the Issuer intends to
(3)#1 place for the allocation of proceeds, explain to investors through the Framework,

it is recommended that issuers
either provide a list of projects to
which green bond proceeds have
been allocated, or report solely on a
portfolio level. Communication with
investors on the use of proceeds
should specify the project category
of the Green Projects, such as the
construction of facilities for a wind
power generation project or lending
to projects related to biomass power
generation, so that investors and

|:| Not Applicable

statutory documents, etc. that the proceeds will
be allocated to one or more of the eligibility
criteria set out in Schedule-1.

Post issuance, the projects or portfolios (eligible
criteria) being allocated will be reported in
annual reports.
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Section

Requirements/Evaluation Items

Requirement Check Work Undertaken

DNV Findings

other market participants are able to
evaluate the appropriateness of the
use of proceeds.

1-2 guidance In cases where individual Green |Z| Yes |:| No Same as 1-2 principle (1) DNV has confirmed that the Issuer intends to
(3)#2 Projects have been determined, it is _ clearly indicate the eligible projects through
recommended that issuers clearly |:| Not Applicable statutory documents etc. if the use of proceeds
specify the relevant projects. has been selected prior to the issuance of the
transition bond.
(If the use of proceeds is not selected prior to
the issuance of the transition bond, it will be
disclosed in the reporting after the issuance of
the transition bond.)
1-2 guidance It is recommended for issuers to |X| Yes |:| No Same as 1-2 principle (1) DNV has confirmed that the Issuer, in the
(6) also communicate to investors, in _ evaluation and selection of the transition bond,
advance, any environmental |:| Not Applicable will explain the assessment criteria set for each
standards or certifications that they eligibility criterion, including standards such as
will refer to in evaluating and CTFH/CTFBG, GBP/GBGL, etc., through the
selecting Green Projects. Framework etc. (The Framework provides
examples of the main criteria, but DNV has
confirmed that the Issuer’s internal or publicly
available criteria/processes are followed in the
actual evaluation and selection.)
1-2 guidance It is recommended that internal |Z| Yes |:| No Same as 1-2 principle (1) DNV has confirmed that the adequacy of the
(8) departments with environmental Issuer’s process for project evaluation and

expertise, such as environment
related departments, or external
institutions are involved in the
evaluation and selection process of
Green Projects to ensure suitability
from an environmental point of
view.

|:| Not Applicable

selection is ensured by the ministry with
jurisdiction over the eligible project in

accordance with the Issuer’s internal or publicly
available criteria/processes and, where
necessary, with advice from professional
experts etc.
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Section Requirements/Evaluation Items Requirement Check Work Undertaken DNV Findings

© 1-2 guidance In cases where Green Projects have | [X] Yes [ ] No Same as 1-2 principle (1)| Same as 1-2 principle (1)
11 associated negative environmental _ . . .
(11) and/or social risks along with the |:| Not Applicable The Issuer identifies, mitigates and, where

necessary, eliminates negative environmental
and social impacts through an environmental
impact assessment etc. DNV has confirmed
through the assessment that there is a process
to identify negative impacts specific to the
target project when selecting the target project.

intended environmental benefits,
issuers should explain these
negative impacts in addition to the
assessment results and how the
issuer will address them, in their
communication with investors, so
that investors and market
participants can appropriately
evaluate these impacts.

@) 1-2 guidance Issuers are also recommended to |Z| Yes |:| No Same as 1-2 principle (1) DNV has confirmed that the eligibility criteria
(15)#2 explain how the actual Green Project _ set out in the Issuer’'s Framework focus on
is aligned with the referenced |:| Not Applicable capital investment and research in green
environmental standards and projects classified under the GBP, a widely
certifications, when and if issuers recognized international standard (e.g., the
refer to them. renewable energy sector and energy saving

sector (energy efficiency etc.)), and also
include activities that should be undertaken at
present in order to achieve future carbon
neutrality (e.g., initiatives for phasing out
fossil fuel use, the utilization of nuclear
power), such as eligibility criteria classified as
low-carbon and decarbonized energy.

@) 1-2 guidance When utilizing external certification, |X| Yes |:| No Same as 1-2 principle (1)| The Issuer has no specific plans to utilize
(15)#3 it is recommended that issuers not external certification at present.
only satisfy the certification |:| Not Applicable

requirements but also explain the
environmental benefits to be
achieved.
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DNV

GBGL-1-3 Management of Proceeds

Section

Requirements/Evaluation Items

Requirement Check

Work Undertaken

DNV Findings

1-3 principle The net proceeds of the Green Bond, |X| Yes |:| No Confirmed documents: | The Ministry of Economy, Trade and Industry
(1)#1 or an amount equal to these net - Framework (METTI) to be responsible for the allocation and
proceeds, should be credited to a |:| Not Applicable - Assessment management of proceeds using an internal
sub-account, moved to a sub- documents management system. The proceeds of the
portfolio or otherwise tracked by the Interview with the Climate Transition Bond will be received in the
issuer in an appropriate manner. Issuer Energy Supply and Demand Account of the
Special Account for Energy Measures and will be
1-3 principle The net proceeds of the Green Bond |X| Yes |:| No Same as managed separately from other accounts.
(1)#2 sinenlisl b saEsis) ) 1 (s el ] licabl =8 eI ()l Specifically, the procurement is carried out by
in a formal internal process linked to Not Applicable T .
the issuer’s lending and investment the Ministry of Finance, and after payment to
) L . the Accounting Office of the Agency for Natural
operations for eligible Green Projects
Resources and Energy, revenue and
expenditure management is carried out using
an internal management system. The
Accounting Office of the Agency for Natural
Resources and Energy manages the allocation of
proceeds through the allocation to the private
sector etc. via the responsible office and
ministry.
1-3 guidance Issuers are recommended to |X| Yes |:| No Same as DNV confirmed that the internal management
(2) appropriately keep evidence 1-3 principle (1)#1 system of the proceeds is available throughout
documents that demonstrate how |:| Not Applicable the redemption period and is kept in appropriate
the Green Bond proceeds have been documentation.
tracked and managed.
1-3 guidance Issuers should provide to investors, X] Yes [ ] No Same as Same as principle (1)#1
(3) in advance,.on how Green Bond |:| _ 1-3 principle (1)#1 Outlines of the process for tracking and
proceeds will be tracked and Not Applicable ; : 2
. managing of the proceeds is provide in the
managed (using framework, etc
! framework.
described latter).
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Section

Requirements/Evaluation Items

Work Undertaken

Requirement Check

DNV Findings

1-3 guidance It is recommended that the funds |X| Yes |:| No Same as The funds are expected to be allocated to the
(4) raised from a Green Bond should be _ 1-3 principle (1)#1 transition project as soon as possible.
applied to Green Projects as soon as |:| Not Applicable Depending on the timing of the fundraising and
possible. project implementation, as well as the timing of
the allocation decision, the funds may be
allocated to projects that will be launched or
executed in the fiscal year following the current
fiscal year or in the previous fiscal year, in
addition to the fiscal year in which the project is
implemented. However, it is unlikely that any
funds will remain unallocated for a long period.
1-3 principle So long as the Green Bond is |Z| Yes |:| No Same as The management status of the proceeds
(2)#1 outstanding, the balance of the _ 1-3 principle (1)#1 allocation can be tracked on an eligible project
tracked net proceeds should be |:| Not Applicable basis as “costs for measures to promote a
periodically adjusted to match smooth transition to a decarbonized growth
allocations to eligible Green Projects economic structure” using an internal
made during that period. management system from the issuance of the
transition bond until the redemption.
The Issuer will be subject to annual inspections
by the Board of Audit of Japan of its proceeds
management results. During the inspections by
the Board of Audit of Japan, the climate
transition bond-specific management process
required under GBP-3 will also be inspected.
1-3 principle The issuer should make known to |X| Yes |:| No Same as Same as 1-3 principle (2)#1
(2)#2 investors the intended types of 1-3 principle (1)#1 All unallocated proceeds will be managed in

temporary placement for the
balance of unallocated net proceeds

|:| Not Applicable

cash until the proceeds are allocated to
eligible projects and will not be allocated to
other temporary investments (including green
investments) etc.
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Section

Work Undertaken

Requirements/Evaluation Items

Requirement Check

DNV Findings

1-3 principle GBP recommend that an issuer’s X] Yes [ ] No Same as Same as 1-3 principle (2)#1
(2)#4 ::;I;alg:wzstr:atdotifzﬁgejss gfan |:| Not Applicable =2 pieiale (Ll The Issuer will be subject to annual inspections
external auditor. or other third by the Board of Audit of Japan of its proceeds
=i, @ vy tlhe internal trackin management results. During the inspections by
qutr:/é)d and the allocation of fundsg the Board of Audit of Japan, the climate
from the Green Bond proceeds transition bond-specific management process
P ' required under GBP-3 will also be inspected.
1-3 guidance It is recommended that issuers |Z| Yes |:| No Same as Same as 1-3 principle (2)#1
(6) manage unallocated Green Bond 1-3 principle (1)#1 All unallocated proceeds will be managed in

proceeds as an asset with high
liquidity and safety such as cash,
cash equivalents, or short-term
financial assets.

|:| Not Applicable

cash until the proceeds are allocated to
eligible projects and will not be allocated to
other temporary investments (including green
investments) etc.
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DNV
GBGL-1-4 Reporting

Requirements/Evaluation Items Requirement Check Work Undertaken DNV Findings
© 1-4 principle Issuers should make, and keep, |X| Yes |:| No Confirmed documents: | DNV has confirmed that the Issuer will
(1)#1 readily available up to date _ - Framework disclose the allocation status of the proceeds
information on the use of proceeds |:| Not Applicable - Assessment on an annual basis on the Government’s
to be renewed annually until full documents website, at least until the proceeds has been
allocation, and on a timely basis in Interview with the fully allocated.
case of material developments. Issuer In the event of a significant change in the
© 1-4 principle The annual report should include a |X| Yes |:| No Same as progre:(;js statuTI of perECts to_ which thel benefi
(1)#2 list of the projects to which Green 1-4 principle (1)#1 pr_oce_g s are allocated or enwronmentffl enefits
Bond proceeds have been allocated, |:| Not Applicable (5|gn_|f|car_1t process changes, changes in
as well as a brief description of the speqﬁcanns, delays_ in the e>_<pectfad o
] environmental benefits or their acting timing,
projects, the amounts allocated, and L .
their expected impact. etc.), th_e Issuer will disclose it even after the
completion of the proceeds allocation.
O 1-4 principle Where confidentiality agreements, |X| Yes |:| No Same as DNV has confirmed that the Issuer intends to
(1)#3 competitive considerations, or a 1-4 principle (1)#1 disclose information on an individual green
large number of underlying projects [ Not Applicable project or eligibility criteria basis, taking into
limit the amount of detail that can account practical considerations and confidential
be made available, the GBP obligations, while ensuring transparency as
recommend that information is much as possible.
presented in generic terms or on an
aggregated portfolio basis (e.g.
percentage allocated to certain
project categories).
(o) 1-4 guidance In the case of corporate bonds, the |X| Yes |:| No Same as DNV has confirmed that the Framework
(5) Cabinet Office Order on Disclosure of 1-4 principle (1)#1 summarizes information on Japan’s past
Corporate Affairs requires the |:| Not Applicable initiatives and strategies for comprehensive
disclosure of the information set out environment (in particular, mitigation of climate
in this section in addition to the change), mainly in Section 1 and Sections 1.1
intended types of temporary to 1.3.
placement for the balance of
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Section

Requirements/Evaluation Items

Requirement Check

Work Undertaken

DNV Findings

unallocated net proceeds required
by the GBP. In the case of other
types of bonds, it is also
recommended that such information
be disclosed in order to ensure
transparency

1-4 principle Transparency is of particular value in |X| Yes |:| No Same as DNV has confirmed that the Issuer will select
(2)#1 communicating the expected and/or 1-4 principle (1)#1 appropriate indicators on key environmental
achieved impact of projects. The [ Not Applicable benefits (direct and indirect GHG emission
GBP recommend the use of reduction effects as well as future expectations)
qualitative performance indicators for the disclosure of environmental benefits
and, where feasible, quantitative based on the characteristics of eligible
performance measures and businesses.
disclosure of the key underlylr_19 DNV has confirmed that, for projects where
methodology and/or assumptions e . o
. L quantification is practicable, quantitative
used in the quantitative . ) . )
o environmental benefits will be estimated by the
determination. )
Issuer or operator and reported together with
calculation methods and assumptions, where
necessary.
1-4 principle Issuers should refer to and adopt, |Z| Yes |:| No Same as DNV has confirmed that the Issuer intends to
(2)#1 where possible, the guidance and 1-4 principle (1)#1 include the following as disclosure

impact reporting templates provided
in the “Harmonised Framework for
Impact Reporting”.

|:| Not Applicable

information related to Impact from the
project. The impact porting will be disclosed
on an annual basis on the Government’s
website on a project-by-project or eligibility
criteria basis, taking into account confidential
obligations and the extent practicable.

[Impact reporting]
(environmental benefits reporting)

¢ Key environmental benefits (direct and
indirect benefits related to GHG
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Section

Requirements/Evaluation Items

Requirement Check

Work Undertaken

DNV Findings

emission reduction etc., and benefits
expected in the future)

e Progress status of projects

1-4 guidance
(10)

In disclosing the expected
environmental benefits of projects,
issuers are recommended, where
feasible, to use quantitative
indicators and disclose information
on underlying methodologies and/or
assumptions with the indicators.

|X| Yes |:| No

|:| Not Applicable

Same as
1-4 principle (1)#1

Same as 1-4 principle (2)#1

DNV has confirmed that, for projects where
quantification is practicable, quantitative
environmental benefits will be estimated by the
Issuer or operator and reported together with
calculation methods and assumptions, where
necessary.
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DNV

GBGL-2-1 Green Bond Framework

Requirements/Evaluation Items

Requirement Check

Work Undertaken

DNV Findings

2-1 principle Issuers should explain the alignment |X| Yes |:| No Confirmed documents: | DNV has confirmed that the Issuer has

(1)#1 of their Green Bond or Green Bond _ - Framework described in the Framework (i) the four
programme with the four core |:| Not Applicable - Assessment common elements of CTFH/CTFBG, consisting
components of the GBP (i.e. Use of documents of disclosure items related to the transition
Proceeds, Process for Project Interview with the strategy etc. required for a transition bond, and
Evaluation and Selection, Issuer (i) the four core elements of green bonds,
Management of Proceeds and consisting of elements required to manage a
Reporting) in a Green Bond transition bond with use of proceeds, and that
Framework or in their legal conformity with the four elements will be
documentation. disclosed.

2-1 principle Such Green Bond Framework and/or |X| Yes |:| No Same as DNV has confirmed that the Framework is

(1)#2 legal documentation should be _ 2-1 principle (1)#1 planned to be published on the Government'’s
available in a readily accessible |:| Not Applicable website and disclosed to the public, including
format to investors. investors.

2-1 principle It is recommended that issuers |X| Yes |:| No Same as DNV has confirmed that the Framework

(2)#1 summarise in their Green Bond _ 2-1 principle (1)#1 summarizes information on Japan’s past
Framework relevant information |:| Not Applicable initiatives and strategies for comprehensive
within the context of the issuer’s environment (in particular, mitigation of climate
overarching sustainability strategy. change), mainly in Section 1 and Sections 1.1 to

1.3.

2-1 principle Issuers are encouraged to disclose |Z| Yes |:| No Same as The Issuer identifies, mitigates and, where

(2)#3 any taxonomies, green standards or _ 2-1 principle (1)#1 necessary, eliminates negative environmental
certifications referenced in project |:| Not Applicable and social impacts through environmental impact
selection. assessment etc. DNV has also confirmed through

the assessment that there is a process to identify
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Ref.

Section

Requirements/Evaluation Items

Requirement Check

Work Undertaken

DNV Findings

negative impacts specific to the target project
when selecting the target project (same as 1-2-

®).

Overviews of these will be disclosed in the
Framework.

O 2-1 guidance Issuers are recommended to explain |X| Yes |:| No Same as DNV has confirmed that the eligibility criteria set
(4) how the actual Green Projects are _ 2-1 principle (1)#1 out in the Issuer’s Framework focus on capital
aligned with the referenced |:| Not Applicable investment and research in green projects
environmental standards and classified under the GBP, a widely recognized
certifications, when and if issuers international standard (e.g., the renewable
have referred to them energy sector and energy saving sector (energy
efficiency etc.)), and also include activities that
should be undertaken at present in order to
achieve future carbon neutrality (e.g., initiatives
for phasing out fossil fuel use, the utilization of
nuclear power), such as eligibility criteria
classified as low-carbon and decarbonized energy
(same as 1-2 guidance (15)#3).
O 2-1 guidance When obtaining external |X| Yes |:| No Same as The Issuer has no specific plans to obtain
(5) certifications, issuers are |:| _ 2-1 principle (1)#1 external certification at present.
recqmmended to explam s Not Applicable (Bond issued on Feb. 2024 obtained certification
environmental benefits to be from Climate Bond Initiatives)
achieved with the certification,
rather than just meeting the
certification requirements.
o 2-1 principle | When communicating Paris-aligned | [X] Yes [ ] No Same as The issuer formulated a framework being applied
(3) transition strategies in the context of 2-1 principle (1)#1 Climate Transition Finance Handbook and will

projects targeting climate change
mitigation, issuers are encouraged

|:| Not Applicable

execute and manage transition bonds based on
it.
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Ref. Section Requirements/Evaluation Items Requirement Check @ Work Undertaken DNV Findings

to use guidance from the Climate
Transition Finance Handbook.
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Appendix-1 List of Reference Materials

/01/

/02/

/03/
/04/
/05/
/06/

/07/
/08/
/09/
/010/

/011/
/012/
/013/
/014/

Climate Transition Bond Framework; Cabinet Secretariat, Financial Services Agency,
Ministry of Finance, Ministry of Economy, Trade and Industry, Ministry of the
Environment (version June 2025)

The Basic Policy for the Realization of GX (a roadmap for the next 10 years); February
2023

The Basic Policy for the Realization of GX Reference material; February 2023
Sector-Specific Investment Strategies; December 2024
Plan for Global Warming Countermeasures; 18 February 2025

Long-term strategy as a growth strategy under the Paris Agreement; 22 October
2021

The (7th) Strategic Energy Plan; 18 February 2025
Japan’s NDC (Nationally Determined Contribution); 18 February 2025
GHG emissions and absorptions in FY2022

GX Implementation Council documents, minutes, and agendas *July 2022 to
December 2024 (1st to 12th meetings)

Classification of eligibility criteria (list of nominated use of proceeds)

GX 2040 Vision

Climate Transition Bond issued in FY2023 Allocation Report

Assessment documents

- List of questions for third-party evaluation bodies-1 (version 24 October 2023)

- List of questions for third-party evaluation bodies-2 (version 21 March 2025)

- Execution management of GX bonds (Government Accounting System (ADAMS II))

- Explanatory material on eligible categories and projects

Other information on the government’s and ministries' websites and disclosure documents
The above are the latest versions and important past documents, and do not include all
reference materials.
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