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THE 10TH WORKING LEVEL MEETING WAS HELD ON APRIL 25, 2024

The 10th Working Level Meeting of the Japan Impact Driven Financing Initiative was held on
Thursday, April 25, 2024, from 9:30 to 11:30 in a face-to-face and online format. On the day of the
meeting, 49 institutions from signatory institutions and domestic endorsing institutions

The company attended the meeting.
The 10th Working Level Meeting was held with the following agenda for reports and discussions
1. Introduction of New Signatory Institutions

2. (Reporting Item No. 1) Related to financial independence project: Current status and future
based on the questionnaire

3. (Reporting ltem No. 2) Working Group/Planning Team Activity Report
(Reporting Item No. 3) Consortium-related information sharing

(Reporting Item No. 4) Other matters to be reported

1. INTRODUCTION OF NEW SIGNATORY INSTITUTIONS

Since the last Working Level meeting, we are pleased to announce the new signatories between
February and April 2024, bringing the total number of signatories to 78 (72 signatory financial
institutions and 6 signatory cooperative institutions) as of April 25, 2024.

NEW SIGNATORY INSTITUTIONS
(Effective March 1) Japan Institute for Carbon Decarbonization (JICN), Inc.

(as of April 1) Impact Capital Corporation, Nissay Asset Management Corporation, Mizuho Securities
Co.

2. [REPORT ITEM NO. 1] FINANCIA INDEPENDENCE: CURRENT STATUS AND FUTURE BASED ON THE
QUESTIONNAIRE

The results of a survey of signatory and cooperating institutions conducted by the PT (Project Team)
for self-drive and the proposals based on the survey were explained.

1 At the October 2023 working level meeting, it was proposed that the annual membership fee be
set at 200,000 yen - 500,000 yen - 700,000 yen depending on size in order to continue the
activities of the Initiative, but due to the excessive number of continuing signatory organizations, it
is necessary to reconsider the setting of the membership fee, and a "survey on intention to
continue" was conducted (April 2024).
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The results show that 47 institutions (61%) are highly likely to continue, 5 institutions are unlikely
to continue, and 2 institutions are likely to withdraw. The remaining 23 institutions (30%) were
"50-50". annual income was estimated at current membership fee assumptions. However, it
would be better to start with this level of membership fee while minimizing secretariat activities.
The membership fee for signatory cooperative organizations would be 800,000 yen.17.5 million
yen/year under the conservative scenario and 21.5 million yen/year under the normal
scenario using 200,000-500,000-800,000 yen.

In order to encourage "50-50" organizations to continue signing on, it is necessary to separate
them from other initiatives, including the Impact Consortium, and clarify their benefits.

We would like to discuss the remaining issues, including how to define the dues rules for group
companies, at the Self-Drive PT and then decide on the dues in the Self-Drive Resolution in July.

The following discussion took place regarding the above proposal

v

3.

Regarding the tiers. There are , but | feel uncomfortable with the grouping of NPOs and NPO
banks as having assets of 100 billion yen or less. 100 billion yen entities and 1 billion or 100
million yen entities are completely different in terms of asset size. We would like to ask what you
think is the appropriate way to group the lower asset size groups. This will probably play a role in
what kind of people this initiative will mainly target three tiers by membership fee

» This was also a point of discussion at the PT. On the other hand, if the mesh is cut too
finely, it will be complicated to operate, so we thought it would be better to roughly define
the mesh to some extent. Also, it would be difficult to achieve 100% satisfaction, but based
on comparisons with other initiatives, we thought this was a good place to drop the matter.

Understand the background and reasons. On the other hand, with multiple consortia, the cost
impact would be significant at 200,000 yen for all initiatives. We would appreciate it if you could
reconsider the sloped allocation of large asset sizes, as we believe that a more sloped allocation
would be acceptable.

» We are continuing to solicit feedback on the information explained at the January WL
meeting and would appreciate your input.

> For example, if we could create a kind of cluster of entities with a certain size of assets in
the form of a federation and apply this standard, it would reduce the burden on each
individual company. It would be a shame to drop impact-oriented entities financially, but it is
also understandable that funds are needed for operations.

We have been promoting impact investing since 2009, and the current situation has changed
dramatically from the point of view that even institutional investors were not paying attention to it
in Japan at that time. At the same time, when considering to what extent it is appropriate to
include those who are responsible for impact investment, how to diversify impact-oriented
finance, including the civic finance aspect, will also be a point of discussion.

» We want to encompass all players. It is not often that so many different types of businesses
come together at once, and it would be good to share the knowledge of precedents as well.

Will it still be able to operate when it reaches 17.5 million yen?

> It would be possible to devise ways to simplify the design of the progress report. On the
other hand, it may not be possible to conduct the events and webinars that we originally
wanted to conduct.

[REPORT ITEM NO. 2] WORKING GROUP/PLANNING TEAM ACTIVITY REPORT

The Chair and Vice Chair of each Working Group reported on their activities.

REGIONAL FINANCE WORKING GROUP



Three strategic themes have been established and are being addressed based on the mid-term
plan.

The tentative proposed definition of regional impact finance is "finance that supports companies
and other entities that work to create impact in order to solve regional issues," and the company
is working on this definition.

From February to April, we presented case study of Funds, discussed PIF survey items, and
presented a case study of Shizuoka Banka.

We would like to continue to disseminate information and exchange information on the financing
and investment connections, with a focus on the PIF survey.

Currently, close to 1,000 PIFs have been reported, with regional financial institutions accounting
for an overwhelming number of these. We believe that this large number of PIFs indicates that
the impact perspective will be included in the business feasibility evaluation of loans, and we
recognize that the concept of impact is becoming more prevalent among regional banks in
general.

WORKING GROUP ON SOCIAL INDICATORS

v

v

v

If this is a negative impact, it is important to find a way to make it a positive impact by using the
power of finance. In this sense, the Social Indicators are a Working Group that is closely related
to local communities, and in the ISSB discussions, human capital issues were included in S3 and
S4, along with biodiversity, making social issues an urgent issue.

The Working Group is currently focused on collecting best practice examples and making them
personal.

We are currently considering incorporating this as a specific guidance KPI and as a financing
method.

Since the Social Indicators is a relatively easy Working Group to cross reference, he recognized
the importance of how to collaborate with other Working Groups when they discuss social issues.

VC WORKING GROUP

v Activities based on the action framework for the next three years in accordance with the mid-term
planare underway .

v In the case study sharing sessions, KIBOW shared a case study on impact reporting in February,
followed by an impact investing webinar on "ABC Classification of Impact and the Concept of
Sustainability Boundaries" in March, and in April, CMV shared case studies on Theory of Change
and issue maps.

AO/AM WORKING GROUP

v Working Group activities are based on three themes.

> (1) Approaches for asset owner participation

< First, we consider calling directly on asset owners who are already making impact
investments, as well as on the Impact Asset Owner Alliancewill begin to .

< The Impact Asset Owner Alliance Initiative

e From the perspective of integrated thinking, it is necessary for companies to work
on creating positive impact as well as minimizing negative impact, but this is
currently not incorporated into the value assessment of listed companies.

e Recognizing these issues, the alliance was conceived with the hope that asset
owners would take the initiative and actively encourage issuers to explain the
relationship between impact and corporate value.
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e \We have consulted with several listed companies and strong interestreceived . We
would like to proceed with the project while involving the companies and reporting
back to the steering committee.

» (2) Engagement

¥ The program shares case studies of impact investing, including the implementation
process, disclosure, and engagement with end beneficiaries and portfolio companies.

»  (iii) understanding of Activities to impact investment and recognition of impact investment,
including by portfolio companies.

LOANS AND CLAIMS WORKING GROUP

v Activities revolve around monthly Working Group and Core Team Member meetings.

v The total number of participants was just under 60, including banks (mainly megabanks), the
investor side (mainly life insurers), securities firms, and certification and evaluation organizations.

v Activities from February to April include the formulation of a mid-term plan and case studies such
as the Toyoda Gosei Framework and SLL at Eisai.

v Interms of impact investment as an asset owner, the breakout room utilized to discuss the fact
that perspectives differ greatly in cases where the investment is made jointly with a VC, where
the investment is made as listed shares, and where the investment is made as a loanwas.

v As a mid-term , the planplan is centered on a policy that takes over the discussion of dead IMM
guidelines and looks at expanding the loan and credit market and upgrading IMM in the same
value chain.

IMM TEAM

v Activities are conducted on a monthly basis with Working Groups as the core.

v After the February Working Group meeting, a questionnaire was sent to the members to gather

opinions on what information should be exchanged as common themes for the IMM, and
engagement, setting of indicators and KPIs, and human resource development were selected as
common themes to be discussed in depth. Discussions will be deepened based on these
themes.

OVERSEAS COOPERATION TEAM

v

SDG Ventures was convened to hold a seminar, and various events are being planned for April
and beyond, including a session at Social Impact Day in May.

DEFINITION AND ENTRY WORKING GROUP

v

Currently, there are no major updates, but we plan to compile various types of data as a
progress report in the future.

The following suggestions were made regarding the Working Group's report.

v

The format of the reports has been varied, but we would like to unify the Working Group's report
format. We would like to share the strategic themes based on the mid-term plan, actions based
on them, and what is troubling you.

There may also be a way to discuss whether there are matters that should be well coordinated
among Working Groups, whether shared matters should be collected and discussed, whether
the subcommittees should discuss them jointly, or whether a logic model should be created and
the points to be coordinated should be discussed. We should also decide how to proceed in this
area.



In addition, the secretariat presented the following points for discussion regarding collaboration
among Working Groups.

v Are there any issues that should be discussed horizontally across the initiative as a whole?

v What should be the nature of the cooperation between Working Groups? Is there anything that
should be added to the Initiative as an activity in the future?

v What Initiatives should be taken in the future?

The Working Group Chair and Vice Chair led the following discussion.

v Unifying the format of the Logic Model and Theory of Change is important as a mechanism to
connect Working Groups. An information platform is also needed. Currently, the WL meetings
are the only way to obtain information on the activities of each Working Group.

> (Secretariat) As for the information platform, we currently have a members-only page, and
as far as the secretariat is aware, the schedule and materials are being updated. We would
like to consider using Slack and other tools, but we are still considering the security aspects
as well.

» Regarding information sharing, how about each taking turns to bring up a topic for
discussion at ? This would allow us to catch up on where we are and what we are doing, as
well as a sense of the issues

v Issues such as the possible disappearance of municipalities, such as those in today's news, are
system-level risks. How we can resolve this level of impact will be the next point of discussion.
We would like to discuss the actions that need to be taken, such as whether we should be
responsible for the failure of the infrastructure itself, or whether we need to collaborate with the
government and local governments. | believe that we are in a phase where we need to expand
the framework that we are currently considering.

» There is a section where finance is waiting for customers and issues to go to pay for.
However, it may be necessary to take an approach where we work together to create what
we are aiming for and what the issues are while engaging with them, and design the
necessary funds based on the results of the analysis. It would be good if we could form a
formation that would cover the limitations of the government, consortium, etc. with this
initiative.

>» When making impact investments, the larger the entity, such as a megabank, the more
difficult it is to identify its intentionality as an investor. It is easier to identify them if they are
small entities like us. As we select and discuss indicators, we should gather around the axis
of who is interested in which indicators and discuss collective impact in a joint manner. It
would be good to discuss issues separately as a cross section of Working Groups.

» Climate change is an obvious system-level risk, but it was not recognized as such in the
past, and the discussion was about how to promote renewable energy and energy
efficiency. However, once this was recognized as a system-level risk, a code of conduct
called "decarbonization" was born. Subsequently, science-based research was conducted
and targets were set. The loss of local government is a systemic risk for Japan, but since
foreign investors rarely look at risks specific to Japan, it is necessary for Japanese investors
to solve this problem by "cutting issues". In doing so, they must be verified on a science-
based basis.

» Impact investors are designing and working on KPIs, but what lies beyond that is important,
and it will be important to sublimate them to the system level. As an idea for this, it would be
good if a common map of issues could be created so that each financial institution can be
mapped.
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| recognize that this Initiative was mostly a discussion of "how to do" and "methodology"” in
promoting impact-oriented finance, but at the same time, it is important to consider what kind of
society we are aiming for and what kind of impact we want to create. Especially with the
changing values in the world today, something more paradigm-shifting is needed, and the role of
finance in this process will be significant. It would be good if there is a place where we can talk
about these perspectives somewhere.

> We were told that Shizuoka Prefecture and Shizuoka Bank have collaborated on KPI
design, which we would like to share.

> We started by taking stock of what the local issues are, and since Shizuoka Prefecture has
a comprehensive plan and action plan, we discussed how to collaborate with companies
based on these plans. However, there is room to verify whether this approach is the right
one, and we would like to continue to share case studies as we move forward.

Regarding overseas collaboration, it would be good to have a forum to share information on the
implementation of impact investment from Japan to overseas and to discuss approaches to
increase such investment and Japan's presence in the world.

> We would like to strengthen Japan's voice as the consensus on information disclosure
grows in the future. When we participate in meetings such as GIIN and Impact VC, we set
up meetings as part of this initiative and engage in networking activities.

The Regional Development SDGs Finance Research and Study Group, launched by the Cabinet
Office in 2019, aims to create regional impact through a three-way partnership between local
governments, financial institutions, and businesses. A revised version of the basic approach was
recently issued. The central measure is the "Local SDGs Financial Initiative, Registration, and
Certification System," under which local governments make publicly known local businesses that
seek to solve regional issues. Ideally, the process of problem solving should be visualized in a
logic model, and regional financial institutions should provide accompanying support through
impact finance. More than 100 local governments have already introduced the system, but most
of them have not yet established the ideal mechanism. It would be good to consider the effective
use of such a system.

We would like to share that we received a request from a institution to align the activities of this
Initiative with their regional financial agenda. regional financial As an example of another
regional financial institution, we were told that they provided consulting services to companies
even before they started positive impact finance and other activities, and subsequently provided
loans as needed. We also heard from banks that they would be willing to join as soon as there is
a place to involve local governments, NPOs, and other stakeholders to solve issues at a small
but systemic level. We would like to propose this at the Steering Committee meeting, as we
initially thought it was outside the scope of this Initiative, but we believe it may be necessary to
establish such a forum in the future

[REPORTING ITEM NO. 3] INFORMATION SHARING RELATED TO THE IMPACT CONSORTIUM

The Secretariat shared the overall picture and the contents of each Working Group based on the
information available on the website regarding the Impact Consortium.

Reference: Document P10-P12

5.

[REPORTING ITEM 4]: HOUSEKEEPING

Information on the publication project was shared regarding the purpose of the project and the table
of contents structure. In addition, the status of the Progress Report streamlining study and a report
on the women's networking event held on March 8 to promote D&l were also presented.

Reference: Document P13-P18



6. FUTURE PLANS AND SECRETARIAT CONTACTS

Working level meetings: Thursday, July 25, 2024; Thursday, October 24, 2024; Thursday, January
30, 2025



