AVINI EOERES

The 7th Working Level Meeting of the Japan Impact Driven Financing Initiative was held on
Thursday, July 27, 2023 from 9:30 to 11:30 in an in-person and online format. Approximately 80
participants from signatory institutions and supporting organizations attended the meeting.

The 7th Working Level Meeting introduced new participating organizations, discussed and resolved
the mid-term plan and changes to the management structure, discussed and resolved the signatory
institutions, discussed future management, introduced working group activities, and reported on
future activities.

1. INTRODUCTION OF NEW PARTICIPATING ORGANIZATIONS

The six new signatory organizations that joined from May to July 2023 since the last working-level
meeting greeted the participants.

[NEw SIGNATORY ORGANIZATIONS]
(May 1) Spiral Capital Inc., Mitsui & Co. Alternative Investments Limited

(June 1) PHALS, Inc., Daiwa Securities Group Inc.

(July 1) SIGMAXIS Investment Inc., General Incorporated Foundation KIBOW (change from
supporting organization)

2. EXPLANATION AND RESOLUTION ON THE DRAFT MID-TERM PLAN AND MANAGEMENT STRUCTURE

The secretariat explained the draft of the "Mid-term Plan and Management Structure" (Ref. P5-11),
which was discussed at the previous working-level meeting and finalized through the results of the
questionnaire after the WL meeting and discussions at the Steering Committee. The participants
discussed and approved this proposal.

3. EXPLANATION AND RESOLUTION ON THE ESTABLISHMENT OF A NEW "SIGNATORY SUPPORTING ORGANIZATION

The secretariat explained the proposal to add a "Signature Supporting Organization" (Ref. P12-13) in
addition to existing endorsing organizations, which was discussed at the previous working-level
meeting. The participants discussed and passed this proposal.

4. DiscusSION ON FUTURE OPERATIONS

Prior to the discussion, Mr. Kanai, Chair of the Steering Committee, first explained the issues related
to the financially independent operation. There are three options: (1) to maintain the current
outsourcing of management to the secretariat, with members bearing the operating expenses; (2) to
shift to a joint management system of signature financial institutions (keeping operating expenses to
a minimum, even if collected from members); or (3) to terminate the activities. The signatory
institutions basically support the continuation of activities, so option (3) is unlikely to be considered,
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and we need to consider either (1) or (2) or somewhere in between. He also explained the need to
recruit members for the financial-independence project team, to proceed with careful discussions,
and to make a decision by the general meeting in July 2024 (from the perspective of securing an
internal budget).

Mr. Matsubara, co-chair of the steering committee (who was absent that day), then delivered a
message. He also expressed his desire to continue the Initiative, as it is meaningful and consistent
with global trends, and that while each signatory organization will continue to discuss
cost-effectiveness internally, the cooperation of signatory organizations is necessary to continue and
evolve the Initiative in the future.

The secretariat also informed the signatories that the Social Innovation Investing Foundation (SIIF)
will no longer cover the secretariat's expenses at the end of March 2025, that if this initiative is to
continue its activities after that, it is necessary to discuss securing operating expenses and making it
self-financing (introducing a membership fee system), and that if expenses are to be collected,
appropriate governance (decision-making mechanisms, audits, etc.) must be introduced. If the costs
are to be collected, appropriate governance (decision-making mechanisms, audits, etc.) must be
introduced. She also explained the timeline and roadmap for self-starting and governance
development, the current status of secretariat expenses, and trends in membership fee systems in
other initiatives.

In the discussion that followed, the following comments were raised.
[OriniON.]

v If membership fees are incurred, there will be an internal discussion about whether it is

worthwhile to continue participating in this initiative. We would like to hear from other signatory
members about the benefits of participating in this platform, such as examples of positive effects
on their business, or examples of feedback of inputs from the breakout sessions to their internal
practices or impact-oriented management. If the benefits are clarified, we would not feel
burdened by the membership fee.

v’ The thoughts of each company participating in this platform may differ, but going back to the

initiative, they should have in common that they will promote Japan Impact Driven Financing
Initiative, by putting it into practice and including it in their management goals. If the activities are
linked to the practice of impact-oriented investment and financing at each company, there will be
no burden to pay. It would be good if we can spread impact financing in Japan while sharing
each other's practices at each company. | think it is a positive point that we can disseminate
information through the Japan Impact Driven Financing Initiative.

v’ The financial industry must act with impact in mind, and the concept of Japan Impact Driven

Financing Initiative is becoming increasingly important. Impact finance is a concept that leads to
the creation of environmental and social infrastructure that supports healthy economy, which in
turn benefits investors and shareholders. If we take on the role of supporting the social
infrastructure ourselves, and if such activities can be realized through this Initiative, the fact that
we are members of this platform will lead to an improvement in our reputation and create
benefits for our participation. | believe that creating benefits together is a mutual benefit.

v The most significant benefit | feel from participating is that | can listen to the stories of those who

are working on their own and create a horizontal network through the activities of the working
groups.

v’ One of the benefits | feel from my position as co-chair of the regional finance working group is

that | was able to present the three-tiered model of positive impact finance (wedding cake model)
to the world. After receiving feedback from the members, we presented the model as a model for
regional PIFs, and it was adopted by the Ministry of the Environment for its ESG regional finance
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promotion project. Although a single regional bank is limited in its ability to disseminate a model,
publicizing it at working group meetings and in the Japan Impact Driven Financing Initiative adds
weight to it. It is a great advantage to have members who work together to create standards.

We believe that participation in the Japan Impact Driven Financing Initiative has raised the level

of interest in impact investing within the company. Participation in the working group was
beneficial in that it created relationships with other companies and allowed us to share the same
concerns. For VC/PEs who are unsure of how to actually tackle the issue, the meeting provides
a comfortable place to move forward while sharing a sense of level. As for the payment of
membership fees, it depends on how to explain to the company.

The world of impact investing is still in its developmental stage, with various players making

various moves with various thoughts, and it is difficult to understand the overall picture of the
market. By participating in this platform, we are now able to understand the world's movement
regarding impact investing. By contacting participating institutions individually and asking for
more in-depth discussions, | have been able to broaden my perspective, which has led to
investment opportunities. Also, | learned a lot from the real-time updates on the situation
overseas. The discussion on the amount of money is delicate, and it is possible that it will be
covered entirely by membership fees, or that volunteers from the signatory institutions will
contribute sponsorship fees in the form of donations, etc. This is a good opportunity to discuss
the significance of the activity.

The major benefit is that we are now able to better explain the impact investment by learning

about examples of other signatory organizations. In making the program self-driven, there was a
discussion about cost-effectiveness. In implementing the medium-term plan, it is important to
increase the presence and penetration of impact investment, and based on this, | believe that a
sense of cost will emerge. If the activities are more substantial, the cost burden may be higher. It
would be good if we could discuss this in light of this.

This initiative was launched with a strong desire and sense of mission to spread impact investing

in Japan. | believe that many organizations are participating in this initiative with the intention of
creating such a trend together. For those in the field, | think there is much to be gained through
horizontal connections, but once a membership fee becomes mandatory, it becomes a question
of what is gained as a company. | think that the secretariat has so far been doing things with a
"desire" and a marginal sense of cost, but if this continues, it will not be possible to engage in
more aggressive activities. If we are to maintain the current level of expenses, we will have to
work on our own initiative, and unless we are willing to spend more on activities and make a
solid investment, we will be limited in our ability to produce output that can be explained within
the company. It would be difficult to collect all of the money from membership fees, and there
could be ways to pull in grants from the government, have people donate, etc. A buffer is needed
and needs to be well designed because the burden will increase if the number of signatory
institutions decreases. | think we can take the conversation in the direction of being aggressive.

When money is involved, transparency of operations, including how it is used, will be required.

What about becoming a general incorporated association? On the one hand, if we are going to
engage in aggressive activities, on the other hand, if we want to reduce the burden on members,
we may want to engage in profit-making activities. There could be a way to create an
accreditation system to generate income, etc.

The first point that comes to mind as an advantage is consistency with the PRI and the Financial

Services Agency, which have recently been talking about impact, and the PRI has said that in
order to realize impact, it is necessary to conduct joint engagement from multiple perspectives
and lobby for policies, and the Financial Services Agency is also trying to create basic
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5.

guidelines. The second point is reputation. The Financial Services Agency has mentioned ESG
wash, and discussions about wash are spreading overseas as well. Considering how much it
costs to build a reputation at an individual company, it would be cost-effective to participate in
this platform.

We feel that access to overseas information is an advantage. On the other hand, if an

organization has just signed up, it will have to gradually acquire information by catching up with
those who have already joined and are working on activities. As the number of new member
institutions will increase in the future, | think it is necessary to set the level of participation and
consider changing the level and amount of signatures.

What | feel as a benefit of signing the petition is that | was able to discuss and share my
concerns with other investors in practicing impact investing. We are learning about domestic and
international trends surrounding impact investment and various frameworks and methods, but
what will be important is how to digest and embody them in our own companies. The value of
this platform is that each company can further share their own methods on how to digest,
embody, and disseminate their knowledge.

In the bond market, the Climate Bonds Initiative (CBI) and other organizations are working to

create standards for products with the participation of market participants, and are focusing on
public relations activities such as information dissemination via YouTube. In this initiative, the
discussion will focus on whether to maintain the cost base, expand and develop it, and aim for
recognition of the status of being a participating member. Since public relations activities,
including the commitment of top management, are extremely important, the Initiative will need to
further enhance its information dissemination. The guidelines prepared by the Financial Services
Agency cover everything, but they are not unique or practical. If institutions participating in this
initiative are conducting impact finance, | think it would be good to consider expansion and
development with the aim of gaining recognition in the market.

Why don't we solicit and share your opinions on the benefits of participation? It is important to

consider whether the current budget size is sufficient. One way to do this is to diversify
fundraising methods, such as soliciting support from the government, or seeking like-minded
sponsors.

One thing that individual companies cannot do is to communicate as an initiative. Press releases

and press conferences are only possible when there is some kind of event or initiative, but
holding regular media briefings is also effective. It is important to use the power of the media to
build the industry and society, and to create public opinion, but since journalists are still learning,
| think it would be good to hold study sessions for journalists and do other things as an initiative
that individual companies cannot do themselves.

WOoRKING GROUP/PLANNING TEAM AcTIVITY REPORTS

The chairpersons and vice chairpersons of each working group reported on their activities.

[RecionAL FINANCE WORKING GROUP)

v The Working Group will discuss the introduction of Shizuoka Bank's initiatives in the ESG

Regional Finance Promotion Project, share the discussions at the "Study Group on Impact
Investment, etc.," as well as the extraction of common KPIs through a survey on positive impact
finance with SIIF members participating from April onward.

[SociaL INpicaTORsS WORKING GROUP)

v/ The working group is discussing how to catalog indicators by narrowing down the points that we

should look at from among various indicators and ideas in Japan and abroad. We would like to
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discuss how to improve our discernment and ability in dialogue with companies, and how to
improve the accuracy of finance. We plan to strengthen our activities in the future.

[VC WorkiNG GRouP]

v

In May and June, the working group introduced and discussed case studies of "by Founders,"

which is making the transition from regular VC to impact investing, and in July, in collaboration
with the Overseas Collaboration Planning Team, the working group held a meeting with a
network of VCs making impact investments, We plan to hold a session on the "Impact VC
Playbook" created by Impact VC, a network of VCs who make impact investments, inviting a
Director of Big Society Capital.

[AO/AM WoRrkiNG GROUP]

v

Annual Conference of the Initiative for Future Creation through Science and Finance in

cooperation with the Japan Impact Financing Initiative. Discussions on impact investing were
held with a keynote speech by Mr. Takada of the FSA, a session on the theme of Impact
Investment in Asia, and a session on deep tech investment.

Future plans for the working group include holding a working group discussion on the third

Wednesday of every other month, with the cooperation of T. Rowe Price, to discuss various
aspects of the development of the investment chain for impact investing. In addition, we have
approached several corporate pension funds and have been able to get Higo Bank's pension
fund to participate in this initiative.

[IMM PLANNING TEAM]

4

The team is in the process of transitioning from a working group to a planning team as a

cross-functional body, and is in the process of considering how to develop the IMM as an IMM
while participating in the work of the secretariat. Specifically, we will continue the inflow of
knowledge from overseas and hold seminars in collaboration with overseas cooperation. In
addition, as an extension of the activities of last year's working group, we are considering the
possibility of using the individual nature of the IMM to promote peer learning in order to not only
learn about the IMM, but also how to master it.

[Overseas CooPERATION PLANNING TEAM]

4

Since April, events have been held mainly in collaboration with the IMM Planning Team and the

VC working group, including an event with Diane from OPIM in April, a seminar on reporting and
verification services with BlueMark in June, and a study session with Article 9 compliant
European In July, we plan to invite a Director of Big Society Capital to conduct a strong meeting
on the "Impact VC Playbook".

After September, we are planning another study session with GIIN's Listed Equity Working

Group, as well as other study sessions. If you have any requests or ideas, we would love to hear
from you.

As for the international conference system, we are considering holding a side event for PRI in

Person, and although GIIN's Investor Forum did not come close to holding a sponsorship
session, we are coordinating to see if we can hold individual meetings since several signatory
institutions are expected to participate.

[Derinimion PLANNING TEAM]

4

A questionnaire was sent out regarding the preparation of the Progress Report and a briefing

session was held. The level of the classifications from last year will not be changed, but the
guidance will be enhanced. In preparing the guidance, we plan to hold a meeting to exchange
opinions with people from institutions involved in the financing business.

HOUSEKEEPING ITEMS



v At the request of the FSA, a briefing and exchange of views on the "Draft Basic Guidance on

Impact Investment" is scheduled to be held on August 8, 2012, jointly by the Study Group on
Impact Investment and the Japan Impact Driven Financing Initiative.

v/ Executive Leadership Teams have been launched on a trial basis to strengthen dissemination by

the top management of financial institutions. As a first step, a roundtable discussion by
Sumitomo Mitsui Trust Bank, Nippon Life Insurance, and Daiwa Securities is scheduled to be
held in early November. It is hoped that this will serve as a publicity initiative for the entire activity.
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