AN LERERE

THE 11TH WORKING LEVEL MEETING WAS HELD ON JULY 25, 2024

The 11th Working Level Meeting of the Japan Impact Driven Financing Initiative was held on
Thursday, July 25, 2024 from 9:30 to 11:30 in a face-to-face and online format. The meeting was
attended by 51 in-person signatories and domestic supporting organizations. and 43 online
participants.

The 11th Working Level Meeting reported and discussed the following agenda
1. Confirmation of quorum and election of chairperson
2. Introduction of New Signatory Institutions

3. Resolutions

(1) (Resolution No. 1) Revision of operating rules for the introduction of membership fees,
in accordance with Article 13.2.

(2)  (Resolution No. 2) Revision of other operating rules and regulations in accordance
with Article 13.2.

(3)  (Resolution No. 3) Determination of "Annual Fee Calculation Date".
(4)  (Resolution No. 4) Resolution to name the "Special Supporting Body (Founder)"
(5) (Resolution No. 5) Resolution to attach the name of "Special Sponsor" to the
4. Reporting items
(1) (Reporting Item No. 1) Report on Working Group/Planning Team Activities
(2)  (Reporting Item No. 2) Other matters to be reported
5. Discussion: Discussion based on mid-term plan

6. Housekeeping

e QUORUM AND ELECTION OF CHAIRPERSON

In passing the resolution, it was confirmed that a quorum was present, as the number of signatory
organizations in attendance exceeded a majority of the total number of 73, with 29 real attendance,
29 online, and 22 proxies, bringing the total number of organizations in attendance to 70.

Mr. Tsutsumi (DG Incubation) and Mr. Kobayashi (JPI) were elected as chairpersons by nomination.
o NEW SIGNATORY INSTITUTIONS

Since the last working level meeting, we are pleased to announce the new signatories from April to
July 2024, bringing the total number of signatories to 79 as of July 25 (76 signatory financial
institutions and 3 signatory cooperative institutions).
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NEW SIGNATORY INSTITUTIONS
(Effective July 1) San-in Godo Bank, Ltd.

® RESOLUTIONS

All five items were approved by the signatory financial institutions with a two-thirds majority of the
participating signatory financial institutions in favor, with 69 in favor and 4 abstentions.

Resolutions No. 1: Revision of the operating rules for the introduction of membership fees, in
accordance with Article 13.2.

Resolutions No. 2 Revision of other operating rules and regulations in accordance with Article
13.2 of the

Resolutions No. 3: Determination of Annual Fee
<Q&A>

o Regarding the starting date for dues, is it correct to interpret this to mean that if you
sign on or after April 1, you pay dues for one year, and if you sign on March 1, 2026, you still
have to pay for one year? | think there is a way of thinking that the date of admission is the
starting date, but just to be sure.

O We will reflect the points you raised in the finalization process, since we had
not reflected the assumption that the monthly rate would be paid if signed during the
course of the program.

Resolutions No. 4: Resolution to name the "Special Supporting Body (Founder)"
Resolutions No. 5: Resolution to attach the name of "Special Sponsor" to the list of sponsors

After this resolution, Mr. Ohno, President of the SIIF, a special supporting organization, and Mr. Ito of
Chuo-Nittochi Group Co., Ltd. made remarks.

[ We are grateful to the SIIF for their tremendous support in terms of financial and
human resources since the establishment of this Initiative. We are grateful to Central Japan
Land & Building for allowing us to use their venue for this meeting, which we feel is
meaningful for this Initiative.

o (We are honored to be named a special supporting organization. We have provided
financial and human resource support to date, and we are grateful that you are willing to
make positive efforts to make the project self-financing.

[ (We are honored to be named a special supporting organization. Our company is
currently promoting the redevelopment of the Toranomon East District, and we are
considering the creation of a business support facility under the theme of public-private co-
creation. We believe that the areas in which public-private co-creation is required are the
creation of impact and the creation of social issues, and we plan to provide support in these
areas. We would like to continue to invite people to use our facilities and improve them based
on feedback.

e MATTERS TO BE REPORTED

Working Group/Planning Team Activity Report

The Chair and Vice Chair of each Working Group reported on their activities.
REGIONAL FINANCE WORKING GROUP

v In May and June, discussions were held based on the results of a questionnaire regarding the
Cabinet Office's SDG declaration, registration, and certification system, and in July, the meeting
was held jointly with the Social Indicators Subcommittee. In July, the meeting was held jointly



with the Social Indicators Subcommittee. In addition, based on the three-tier structure of the
regional PIF, a deeper study of positive impact analysis for upgrading was conducted.

v While continuing to identify common KPlIs, it is envisioned that the committee will also
continue to examine how the loan and investment should be joined together and how to
collaborate with the Impact Consortium.

> As a theme of this Working Group, the junction of financing and investment is
important, and since the creation of positive impact to increase corporate value requires the
development of a logic model, we would also like to discuss how to incorporate this into the
evaluation of enterprise value.

v question

> How is the company driving behavioral change toward creating impact through
Positive Impact Finance?

<>Positive Impact Finance was implemented for companies that recycle in 2021. Initially,
the company did not measure CO2 emissions, but once again recognized the
importance of creating impact through its business and began to measure CO2
emissions. Furthermore, they were then able to change their behavior to even take
reduction actions based on SBT standards. In this way, we believe that it is important to
"make SMEs aware" and have them recognize how they are contributing to
environmental and social issues, and to set positive KPIs for their efforts. Although it is a
gradual process, | think we are starting to see examples of companies that are able to
give awareness. Nevertheless, we recognize that there are still many issues to be
addressed in the area of monitoring, and we would like to continue to improve in this
area.

SOCIAL INDICATORS WORKING GROUP

v This Working Group is committed to finding common ground through case studies. In the
case studies, we are trying to find commonalities by sharing information on the impact goal,
theory of change, KPI, monitoring, reporting format, and the lessons learned, insights gained,
and challenges faced as a result of the initiatives. In the future, we would like to work with the
VC, AO/AM, and Loan Working Groups to discuss what role we can play as finance in the
declining population that Japanese society will face in the future.

VC WORKING GROUP

v The VC Working Group is working to make it easier for impact-oriented VCs to make impact
investments and to attract more funds and human resources to impact investing. To this end, this
year we are considering preparing a Japanese translation of the Impact VC Playbook and
publishing it with a collection of case studies. For this purpose, we have been presenting case
studies since February, and in the last three months, we have presented case studies of KlI,
SIIFIC, and GLIN. We will continue to present case studies until October, and hope to produce a
PlayBook in November or later.

v In addition, a review of where we are now relative to the mid-term plan confirms that progress
has generally been good on each of the goals. /Qin.

> (1) Increase in the number of supporting VC Working Group companies — As of July
2024, 40 companies have participated, which is an increase of 10 companies from the end
of 2022 and has already been achieved.

> Active participants — Judged to be good with an average of more than 10 companies
participating.

> (iii) Satisfaction — A survey will be conducted at the end of 2024.
AO/AM WORKING GROUP



v Activities based on three themes.

> (1) Approach to asset owner participation: We participated in the ESG Investment
Promotion WG at the Life Insurance Association of Japan and introduced the activities of
this Initiative. We would like to continue to actively engage in such activities if we have the
opportunity to introduce them in this way in the future. A separate Working Group has been
established for the Asset Owner Alliance, which will be reported separately

> (2) Case study sharing on impact investing: We aim for mutual improvement among
members through case study sharing ("Food for thoughts"). So far, JPI, Cadila Capital, T.
Rowe Price Japan, and Mitsubishi UFJ Trust and Banking Corporation have shared their

case studies on introduction, investment, and disclosure of impact investment.

> (3) Promoting understanding of impact investing: We have had Mr. Ota of Nomura
Securities Financial Engineering Research Center share his analysis, cooperate with FDSF,
and are planning a seminar for issuers on October 4. We plan to continue our activities to
promote understanding of impact investing.

LOANS AND BONDS WORKING GROUP

v Working Group meetings are held once a month, and core team member discussions are also
held once a month.

> In May, a discussion was held on a case study presented by Eisai Inc. In June, a dead
IMM study session was held for the first time as a real event, and in July, the challenges of
engagement in dead impact finance were discussed.

> Through the Working Group discussions, we feel that there are three issues. The first
is that it is unclear what is required to qualify as impact finance. The second is how to
engage the corporate side. The third is the extent to which management scrutiny can be
conducted and how to work through finance to address materiality.

v It has taken about two years to develop guidance on impact finance, and we have been
discussing this through case studies and other means. Although deads account for a large
proportion of finance, there is a large gap with overseas countries, and the biggest challenge is
how to expand impact from the perspective of implementing loans. In this regard, we believe it is
important to continue and deepen the discussions we have had so far, and we shared what
challenges we faced in preparing the guidance. In addition, since the word "dead" in one word
refers to a wide range of corporate sizes, how to organize them is also an important issue to be
discussed.

IMM TEAM

v In June, we held our fifth meeting and are moving forward with the concept of creating a
collection of resources & links to the IMM Principles, Framework, and Guidelines. We are still
exploring how to maximize the horizontal functions including these.

OVERSEAS COOPERATION TEAM

v The three pillars of activities are (1) sharing best practices from overseas, (2) networking, and
(3) disseminating information.

» (1) Sharing best practices from overseas: GIIN event, Lendable event, and TIIP event
were held. Future plans include an Impact Frontiers event, an Impact capital managers
webinar, and a Global Alliance of impact lawyers webinar.

»  (2) Networking: There was no recent initiative, but we are planning to have an
exchange at the GIIN Impact forum in October.

»  (3) Dissemination: Participated in the Responsible Investor Forum as a member of the
Impact Investment Panel. In the future, we are considering the possibility of participating in a
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panel at the GIIN Impact forum in October. In addition, we are also considering
disseminating Japanese cases in collaboration with GIIN's VC Knowledge Hub.

DEFINITION AND ENTRY WORKING GROUP]

v In conjunction with the release of the Progress Report, we are currently conducting a survey
on improvements to last year's Progress Report. In response, we will update the guidance and
move forward with the process this year, with discussions at the Loan and Loan Receivables
Working Group in August, with a view to disclosure in January.

[REPORTING ITEM NO. 2] Other Reports

Scheduled Seminar Events

[ Only documents were shared. No questions.
AO Alliance
o Currently, integrated reports of listed companies are based on the implicit common

concept of "doing things that are good for the environment and society and that are connected
to corporate value," but the Alliance was formed based on a sense that investors should be
more proactive in explaining to them what they are really doing that is good for the
environment and society and whether it is really connected to corporate value. However, the
establishment of the Alliance was considered based on a sense of the issues: whether the
company is really doing something good for the environment and society, whether this is
really connected to corporate value, and how investors should evaluate the company's
performance. We would like to deepen our understanding of these issues through meetings in
the form of study groups.

o Activities will begin in September, with the first meeting to be held in mid-September.
Currently, five companies have expressed their willingness to participate.

o The secretariat is also considering requesting a consulting firm to provide pro bono
support, as resources will be needed.

Impact Monetary Value Conversion Questionnaire

o We would like to share the results of the questionnaire regarding the conversion to
impact currency with the signatory organizations of the Initiative. We are aware that there was
a high level of interest in this issue, and the secretariat will continue to follow developments in
this area.

PRI's Participation as a Supporting Organization

[ Although PRI is a global organization, we would like to support the development of
regional ecosystems even more than before. This is because each region has its own
situation regarding responsible investment, and therefore, we believe that support is needed
for each region. This is the reason why PRI has decided to join the Initiative and support it in
Japan.

About the Publication Project
[ Only documents were shared. No questions.
About the Progress Reporting Schedule

[ Only documents were shared. No questions.
e Discussion based on mid-term plan

In this Initiative, the vision, mission, TOC, and Initiative were created, and activities have been
carried out under the Mid-term Plan based on them. The participants discussed whether there are
any viewpoints that have been largely overlooked and whether there are any areas that need to be
reviewed in the way we proceed.



v How to think about system level risk should be discussed in depth on a horizontal basis. How
to think about the declining population as a financial institution should be discussed at an early
stage.

v | feel the significance of participating in this Initiative in terms of peer learning, case study
sharing, and overseas collaboration. It would be good to have more overseas case studies in
terms of loans and indirect financing. As mentioned in the explanation of the AO Alliance,
approach to companies .it may be necessary to establish a policy in this area at a time when the
is becoming more important

v Many of the organizations participating in this Initiative are making impact investments based
on the assumption of reasonable risk-return, and each organization is making efforts in this
context, but there are limits to the risks that can be taken, and when system-level risks are
considered, it is difficult to solve social issues alone. In order to solve social issues as a whole, it
may be helpful to strengthen cooperation with the public sector and other sectors that can take
more risk, which will lead to the resolution of overall issues.

v The only way to change the current situation is to work harder than before or take more risks
than before. In terms of risk-taking, financial institutions could collaborate with each other to
prevent the creation of a valley of death by linking investment to financing. In this case, banks
would probably be required to have a higher risk tolerance than before.

v | have a sense of challenge as to whether the extension of the current efforts will really make
progress in mobilizing the funds needed to solve the issues... | think VCs are approaching this,
but in the area of loans and credits, we may be proceeding on the assumption that we have
existing business partners, so we can discuss where and how the money should flow.... | think it
would be good to discuss how and where the money should flow. We need to discuss where the
pressure points really are when it comes to the need for change as a system.

v While it is presumed that when a company promotes impact investing, the reality is that it is

applying and labeling existing initiatives to the SDGs, we believe that it may be quite difficult for
the head office to promote these initiatives in an organization with branches and branch offices
across the country. It would be meaningful for these best practices to be shared as well.

v In the formulation of the progress report, should we not create a sense of what is being done
by the parties involved? Instead of collecting figures because they are to be sent out, we should
look back at the actual situation with them, report and share them, and so on. If this can be
done, progress will inevitably be made on the medium-term management plan.

v Regarding risks at the system level, since a social system is one in which the inputs and
outputs of individual elements are linked, the system cannot be easily changed. If we are to
change this, there are limits to what can be achieved through discussions in this Initiative alone,
so it is important to know where and how to collaborate. In addition to working with the
consortium, it may be a good idea to move forward with system-level risk as a goal in the next
mid-term plan.

o FUTURE PLANS, SECRETARIAT CONTACTS

Upcoming working level meetings: , 2024 Tuesday, November 5and Wednesday, 29, January 2025



