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THE 8™ WORKING LEVEL MEETING WAS HELD ON OCTOBER 25, 2023

The 8th Working Level Meeting of the Japan Impact Driven Financing Initiative was held on Wednesday,
October 25, 2023 from 9:30 to 11:30 in a face-to-face and online format. Approximately 70 participants
from signatory institutions and supporting organizations attended the meeting.

The 8th Working Level Meeting was held with the following agenda for reports and discussions.

Introduction of new signatory members

(Resolution) Explanation, discussion, and voting on the Operating Rules and Regulations
(Reporting items) Report of ELT (Annual Executive Leadership Team)

(Reporting items) Report on the GIIN Impact Forum

(Reporting items) Status of Impact Consortium

(Reporting items) Introduction of working group planning activities

(Reporting items) Report from the financial-independence PT

(Reporting items) Discussion on financial-independence

Housekeeping ltems
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1. INTRODUCTION OF NEW PARTICIPATING INSTITUTIONS

We are pleased to welcome the new signatory institutions that have signed the agreement from August
to October 2023 since the last Working Level Meeting. Under the newly established framework of
"Signatory Supporting Institutions," three institutions have joined since September, bringing the total
number of signatories to 67 as of October 1 (64 signatory financial institutions and 3 signatory
supporting institutions).

[NEW SIGNATORY INSTITUTIONS]

(August 1) The Higo Bank, Ltd., Higobank Pension Fund, Higin Capital Co.,Ltd., Kyushu Mirai
Investments Co., Itd.,, Cadira Capital Management Co., Ltd., SIIF Impact Capital Inc.,
VentureLabolnvestment Co,. Ltd.

(September 1) CSR Design Environment Investment Advisory Co., Ltd.

(October 1) Funds, Inc., Hash DasH Co.,Ltd., The Japan Research Institute, Limited (*), Rating and
Investment Information, Inc.

(* Signatory institutions)



2. RESOLUTION ON OPERATING RULES AND REGULATIONS

The secretariat explained the background and history of the Operating Rules that were discussed at
the previous Working-Level Meeting, as well as the points that were discussed and the actions taken.
Then, a resolution was made to start a trial implementation of the proposed operating rules. As a result,
the resolution was passed with a majority of votes in favor.

3. ELT (EXECUTIVE LEADERSHIP TEAM) REPORT

The secretariat explained the first ELT planning event to be held on November 2. She explained the
plan to have representatives from three of the signatory financial institutions speak on the stage and
discuss their own activities on managing for impact, their assessment of the current status of the Japan
Impact Driven Financing Initiative, and their expectations for the future, from the perspective of top
management.

4. REPORT ON GIIN IMPACT FORUM

Members who attended the GIIN Impact Forum held in Copenhagen from October 4 to October 5
presented their reports. They reported that the number of participants reached approximately 1,500,
the largest number ever, and that the number of participants from Japan was approximately 25, a
significant increase from the previous year, and that the focus of themes had shifted from social issues
(including the Global South) to climate change and biodiversity. The report also mentioned that the
meeting with GIIN, which was attended by about 20 people as Japan Delegation including members
of the signatory members, and a meeting to discuss specific cooperation with GIIN were held as
activities related to the Japan Impact Driven Financing Initiative. The GIIN will continue to discuss the
following issues with the GIIN

5. STATUS OF DISCUSSION ON ESTABLISHMENT OF IMPACT CONSORTIUM

Prime Minister Kishida's statement at the PRI in Tokyo that "we will play a leading role in mobilizing
funds that will lead to social change, such as by establishing a consortium on public-private sector
impact investing this year". In relation to the Impact Consortium, a discussion on the nature of public-
private partnerships will be held at the "Study Group on Impact Investment" scheduled to be held on
December 13, 2012.

6. WORKING GROUP/PLANNING TEAM ACTIVITY REPORTS
The chairpersons and vice chairpersons of each working group reported on their activities.

[ REGIONAL FINANCE WORKING GROUP]

v The Working Group formulated a mid-term plan, and as a mid-term plan toward the goals it wants
to achieve, the Working Group has set the goal of "building a platform for impact co-creation
between financial institutions and the companies they invest in and finance, etc., based on a
regional perspective. Specific strategies include: (1) disseminating information to raise the level of
regional impact, (2) examining the integration of financing and investment operations based on
impact, and (3) examining common indicators for regional impact finance.

v The Working Group has been developing common knowledge, including discussions on the four
quadrants of impact finance and the three-tier structure of positive impact finance, and is currently
conducting a case study of positive impact finance.

[SoclAL INDICATORS WORKING GROUP]

v The background of establishing this Working Group is that S (society) is an inseparable part of the
impact area, and interest in S is growing as themes such as human rights and human capital are
included in S3 and S4 of the ISSB. Under these circumstances, the discussion on the mid-term
plan focused on setting goals within the following two frameworks.



The first is to identify S-indicators for a wide range of social issues and consider collecting and
cataloging case studies, and the second is to verify the causal relationship between S-indicators
and corporate social value. The second is to examine the causal relationship between S-indicators
and the social value of companies.

[VC WORKING GROUP]

v

v

Based on its mission of "pursuing an impact driven approach in the VC industry and creating an
environment conducive to the practice of IMM," the VC Working Group is working on various
initiatives.

The Working Group meets once a month to provide opportunities for peer learning, and in
cooperation with the Overseas Cooperation Working Group, it shares overseas case studies and
the movements of overseas stakeholders with its members. The Working Group is also considering
the importance of producing outputs, and is first working on a Japanese-language comment
version of the Impact VC Playbook.

[ AO/AM WORKING GROUP]

v

v

After a change of chairpersons, the Working Group members were recruited again in October, and
discussions were held on activities for the next year. Currently 12 companies are participating, and
two additional companies are considering participation.

In promoting impact investment in Japan, we believe it is important to spread the efforts of asset
owners, and discuss how to share knowledge on the impact of impact on long-term corporate value,
raise awareness of impact investment among portfolio companies, and share common issues and
examples on the investment side. The participants discussed how to share knowledge on the
impact of impact investment on long-term corporate value, how to raise awareness of impact
investment on the portfolio company side, and how to share common issues and examples on the
investment side. The team plans to hold Working Group meetings each month to further deepen
the discussions.

[ OVERSEAS COOPERATION PLANNING TEAM]

v
v

The team has been holding events on an ad-hoc basis, but is now formulating an annual plan.
The team plans to continue to hold seminars on an ad hoc basis when overseas funds visit Japan,
etc. A seminar with the head of Europe's largest climate change fund is scheduled for November
9

[ DEFINITION AND INCLUSION CRITERIA PLANNING TEAM]

v

The team examined the criteria for calculating the impact finance balance to be included in the
Progress Report. Discussions were held from June to September with signatory institutions that
provide loans, and in particular, several banks participated in the discussion on the issue of what
impact management in lending is. We plan to continue the discussion in cooperation with IMM
Planning.

[LoANS AND BONDS WORKING GROUP]

v

7.

A new Loans and Bonds Working Group will be established. We are looking for interested
signatories as well as chairpersons and vice chairpersons.

REPORT FROM THE FINANCIAL-INDEPENDENCE PT

A report was made on the discussions held by the Financial-Independence PT (Project Team), which
has met three times since August. First, the secretariat explained the background of the discussions
and the main points of specific discussions as the background to the proposals made by the PT. (Ref.
5P3-4)

Based on the discussion, the following three points were proposed by the PT for financial-
independence projects.

1

(1) The level of membership fees for individual signatory members should be set so that a budget
of about 25 million yen, which is necessary to maintain the current level of activities, can be
adequately secured. On the other hand, if the number of signatory members increases beyond


https://www.impact-driven-finance-initiative.com/wp-content/uploads/2023/10/%E8%B3%87%E6%96%993-WL%E4%BC%9A%E5%90%88%E8%87%AA%E8%B5%B0%E5%8C%96PT%E5%A0%B1%E5%91%8A.pdf
https://www.impact-driven-finance-initiative.com/wp-content/uploads/2023/10/%E8%B3%87%E6%96%993-WL%E4%BC%9A%E5%90%88%E8%87%AA%E8%B5%B0%E5%8C%96PT%E5%A0%B1%E5%91%8A.pdf

expectations due to the improved appeal of this declaration, and funds become available, it will be
possible to consider implementing new projects and lowering the membership fee per organization.

The level of membership fees per institution will be set at three levels according to AUM and asset
size, based on the fact that other similar institutions have sloped membership fees according to the
size of their organizations.

Regarding the collection of membership fees, the first collection period is assumed to be April 2025,
in principle, after requesting the signatory financial institutions to secure this amount as their
FY2025 budget.

In addition, as supplementary information, the contents of the breakdown of current expenses and the
contents of the membership fee simulation were also explained.

8.

DISCUSSION ON FINANCIAL-INDEPENDENCE

Discussions were held under the facilitation of Mr. Matsubara, co-chairperson of the Financial-
Independence PT. The following comments were raised by the financial-independence PT members

v

There is value in this network and it is beneficial for us to maintain it in a sustainable manner. In
order to realize the benefits mentioned, the work of the secretariat is also important, and it is
important to maintain the network while sharing the minimum necessary costs with participating
institutions. The network is a network of financial institutions for financial institutions, and in order
to continue it, it is necessary for the larger institutions to bear a larger share of the costs.

We are discussing the premise that the network will continue as it is now, but we also need to take
a medium- to long-term perspective on how the platform should be developed in the future, and |
think we need to discuss its future development as well. There are various ideas about cost sharing,
but the major theme is to incorporate the use of money to create more impact into the decision-
making process of financial institutions, and the challenge is to improve the quality and expand
the market. | think we need to move forward with a view to expanding the scope of our activities
to more institutions. The relationship with the consortium should also be considered when specific
details become clear.

Through the discussions at the PT, | have a renewed sense that we would like to move forward
with this platform. In the bond and bond world, international rule-making bodies such as ICMA
have been in existence for about 10 years, and have formed a consensus in the market through
the formulation of principles and certification mechanisms. | think it would be good if this platform
can be evaluated as an impact investing by promoting implementation based on the outputs
mentioned in the mid-term plan. The PT also discussed the issue of cost sharing between
"commensurate" and "commensurate" in terms of cost sharing. | feel that the breakdown of the
secretariat's expenses is also acceptable.

There is a lot to learn from this platform, and there are many opportunities for peer learning, which
is something that is hard to find in other initiatives, and we hope to maintain. As one of the larger
financial institutions, we agree with the idea of a major player bearing the costs. One aspect of
expanding impact driven financing is that large financial institutions can benefit from it. Therefore,
we believe it is important not only to maintain the status quo but also to develop it. It is important
to discuss more developmental aspects based on the mid-term plan. We would like to contribute
to activities by actively participating in working groups.

As a regional financial banks considering the future of finance, we appreciate the opportunity to
learn about the efforts of various other financial institutions. We would like to actively create
opportunities for shinkin banks across the country to participate in this kind of forum and to think
together to solve problems together. While we need to carefully consider the cost burden while
looking at the level of funding available to shinkin banks, it would be good if we could send out a
stronger message to the corporate planning and sustainability departments of financial institutions
that there is a place like this investing where they can learn together and discuss their concerns.



v | feel that participating in this platform is beneficial in that | can understand what is going on in the
world and that the participating members are working together to establish an impact driven
mindset. The key to the future development of the output will be the active contribution of the
participating members, and | think it is appropriate to create an organization that can successfully
sustain itself.

The following comments and questions were raised by the participants.

[CoMMENTS, Q&A]

v After listening to the report, it was clear that very substantive discussions have been conducted.
As a question, the progress report tabulated the impact finance balance, but was there any
discussion on the background of using AUM rather than impact finance balance as the basis for
cost proration?

> There was some discussion that this is one way of thinking. On the other hand, there was
discussion that it would be strange to have a perverse incentive to increase membership fees
the more impact finance is increased, and that it would not be right to allocate a proportional
share based on a small portion of the balance, based on the fact that the organization as a
whole is driven toward impact.
v It was also thought that it would be natural for membership dues to appear on the impact finance
balance, given the idea that the benefits of a larger market can be enjoyed by a larger market.

> There was an argument that as the industry grows, the larger the organization, the greater the
benefits. In this context, there was some discussion about whether organizations with larger
impact finance balances would enjoy greater benefits, or whether the larger the size of the
financial institution, the greater the benefits, but the basic principle is head to head. Since the
participating institutions are of different sizes, the discussion was to compensate for this with
the concept of payment according to size as a principle of proportionality.

> |f impact finance creates impact, it should have an impact on the external economy as a whole.
The impact on the external economy is supposed to be that the entire asset base of the financial
institution enjoys the benefits, so in theory, it would make sense to think in terms of total assets
and AUM.

v Regarding the unit of asset size, the units are 100 billion or trillion because they are financial
institutions, but from the standpoint of a signatory supporting, the unit of asset size is one order of
magnitude different because it is a fee business, not an asset business. Of course, we will follow
the standards set forth, but if there is any discussion, including how to expand the scope to other
types of businesses other than financial services, we would appreciate it if you could share them
with us.

> We would like to consider the cost burden for signatory supporting institutions (service
providers) separately from this proposal. It needs to be decided regardless of assets and AUM.
We do not consider charging fees to signatory members because they are not obligated to
cooperate with us.

v What kind of discussion was held on this line?

> Regarding the logic of how to decide, we considered a basic headcount split (500,000 yen per
institution), and since it was mentioned that venture capital is particularly careful, we
benchmarked the JVCA (Japan Venture Capital Association) and set a target of 200,000 yen.

> There was a lot of discussion about the cost burden on VCs, and it is not good for the financial
market if VCs are left out of participating institutions, so we discussed where to strike a balance.
The amount was decided based on the opinion that the minimum amount of ¥200,000 was
acceptable.



v

> (Questioner) If the size of the fund is too small, it may be a good idea to set aside one more
quota.

| feel that it is a little unfair to reduce the pro rata amount when membership fee income increases.
If it is to be reduced when there is an increase, wouldn't it be more common to reduce the burden
on institutions with higher dues? For example, the Equator Principles meetings are held at
megabanks' meeting rooms rented free of charge, and | think it is appropriate to start by reducing
the burden on the major financial institutions first, as they would have to bear a greater burden for
such free cooperation.

> As for the increase in membership fee income, as mentioned in the PT members' comments,
one way is to allocate it to the development of activities, and we would like to discuss the
opinions we have received.

As a small fund management company, we feel there are advantages to include peer learning. |

am convinced that we should make use of the existing functions and make it run on its own first. |

believe that human capital, such as the activities of the secretariat and steering committee

members, is important.

> Since we have members who are active on the front lines, we had the idea of conducting more
developmental activities such as seminars so that we can benefit from them, but we were not
able to finalize the proposal in a short period of time, so we decided to create a baseline for the
project at one point. | think we should and would like to continue to talk about developmental
discussions.

| think it is essential in this discussion to determine what segments we would like to expand this

group to in the future and who we would like to see come in. | also think that we could consider

more broadly not only the size of the assets, but also bringing in assets that cannot be expressed

in monetary terms alone (e.g., a certain level of cooperation, etc.).

[ ComMmuNICATION FROM PT]

v It is necessary for each member institution will now need to explain this to their internal
management and planning departments. The PT would like to support them.

v The Working Level Meeting will be held in January next year, and we are planning to prepare a
draft paper on "Request for securing membership fee budget" by that time. We would like to
receive comments from the member organizations and make it into a paper that everyone can
submit to the Corporate Planning Committee, so we would like to have your opinions on the
content.

9. HOUSEKEEPING ITEMS

v Future working-level meetings: January 25, 2024 (Thursday), April 25, 2024 (Thursday)

EOD



