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Chapter 1 Purpose and Background

1. Purpose of this guidebook

In recent years, an increasing number of countries and regions have announced carbon
neutrality targets, accounting for 94% of globally aggregated GDP.! Companies operating in
these countries are also establishing their own targets in response to national carbon
neutrality targets. As the year 2030 when intermediate milestones for many of these targets
are set draws near, investors? are showing growing interest in obtaining information on how
to achieve these targets, and companies are being requested to prepare and disclose their
transition plans.

At present, there is no uniform understanding of what a transition plan should be, but as
society as a whole transitions toward a low carbon, decarbonized society, it is drawing
attention as one of the means of disclosure to appeal to investors about how companies create
value. In other words, presenting a transition plan as a part of a company's strategy may
increase the possibility of attracting capital from domestic and overseas investors. This
guidebook summarizes the current understanding of the basic concepts, elements, and
method to formulate transition plans, which is referred to in publications by TCFD as well as
IFRS Sustainability Disclosure Standards and also have been incorporated in various
frameworks in recent years, with an aim to serve as reference for companies formulating
transition plans in voluntary disclosure media such as integrated reports.

TCFD Guidance 2.0 and 3.0 which have been published by the TCFD Consortium are also
written from the perspective of companies, as is the case with this guidebook, but are also
useful to investors who read the disclosure information. Similarly, although this guidebook is
prepared to support disclosing companies, it has an additional purpose of aiding investors to
have a common understanding of transition plans and utilize them in investment decisions.

This guidebook defines transition plans as "Decision-useful information that provides the
clearest possible picture of how a company can balance value creation with the transition to a
low-carbon, decarbonized society." This definition is considered to be in line with the relevant
guidance to date. As mentioned above, the interpretation of what is required in a transition
plan is not uniform at present, and the answer to "what is appropriate as a transition plan"
may change in the future. It is also assumed that there are differences in views among regions

1 Agency for Natural Resources and Energy, 2023, Energy White Paper 2023

Z In this guidebook, the term investors refer to asset owners, asset managers, banks, insurance companies and other

information users, following the description in TCFD Consortium, 2021, Guidance for Utilizing-Climate-related Information to
Promote Green Investment 2.0 (Green Investment Guidance 2.0)
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Chapter 1 Purpose and Background

in which businesses operate, sectors, and investors.>* In this sense, the guidebook can be
regarded as a "snapshot" of the current situation, which should be revised as companies and
investors further their understanding.
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2. Background and History of Preparation of this Guidebook

The following three factors comprise the background to the preparation of this document.

First, the focus of climate-related disclosure has changed since the TCFD recommendations.
The 2017 TCFD recommendations aimed to identify risks in the event of climate change or,
conversely, in the event that large-scale climate change measures are implemented with the
aim of mitigating climate change (called physical risks and transition risks, respectively) as well
as opportunities, and to establish and disclose organizational resilience against these risks. In
this sense, the TCFD recommendations did not clearly set out the direction of transition to a
low-carbon, decarbonized society. On the other hand, in the TCFD publication "Guidance on
Metrics, Targets, and Transition Plans" released in 2021 when the carbon neutrality targets of
nations and companies mentioned at the beginning were proposed successively, positioned
transition planning as an aspect of business strategy for the transition to a low-carbon,
decarbonized society, establishing a clearer direction for transition.

The second factor is the emergence of various transition plan frameworks released, as
companies and other entities adopt carbon neutrality targets. In particular, the Glasgow
Financial Alliance for Net Zero (GFANZ) and the Transition Plan Taskforce (TPT) of the United
Kingdom, which were established at or following COP26 in 2021, further promoted the
direction of transition plan by including "engagement strategy" as an element of the transition
plan disclosure framework and requiring disclosure of transition activities through engaging
with others, as well as "culture" as part of governance and "strategic ambition" as one of the
elements.

At the same time, ongoing events at the government level in Japan and overseas regarding
corporate transition are also important. At the G7 Climate, Energy and Environment Ministers
meeting held in Sapporo in 2023, the ministers highlighted "the need for corporates to
implement their net-zero transition, in line with the temperature goal of the Paris Agreement,
based on credible corporate climate transition plans". Furthermore, the "GX League," a

3 It is important to view the "value" created by a company in a cyclical manner where the company earns profits by solving

the issues faced by stakeholders through its competitively advantageous business activities, thereby enhancing corporate
value in a medium- to long-term and sustainable manner, while using such profits for shareholder return and reinvestment to
solve further issues. Such cyclical thinking will accelerate the synchronization of social sustainability (responding to the
demands for a sustainable society) and corporate sustainability (maintaining and strengthening companies’ ability to generate
funds for growth (earning power) in a long-term and sustainable manner). (Ministry of Economy, Trade and Industry, 2022,
Guidance for Integrated Corporate Disclosure and Company-Investor Dialogue for Collaborative Value Creation 2.0 (Guidance
for Collaborative Value Creation 2.0)

4 Companies should disclose narrative information in a clear way so that its contents can be both easily and deeply
understood. (Financial Services Agency, 2019, Principles Regarding the Disclosure of Narrative Information)
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Chapter 1 Purpose and Background

Japanese initiative, stipulates that participating companies are required to declare carbon
neutrality by 2050 and to formulate and announce their own transition strategies to achieve
it.
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This guidebook is the result of discussing the issue of transition plan through the activities

of the TCFD Consortium, under this background. Specifically, based on the understanding of
domestic and international trends in the transition plan, the Steering Committee of the
Consortium which formulates the direction of the TCFD Consortium, and the "Roundtable,"
which is a small forum for exchanging opinions with companies and investors, discussed the
issue of transition plan as the main theme. In addition, inquiries are made to investors who
are listed in the "GIG Supporters," which are financial companies that utilizes the "Green
Investment Guidance" formulated by the TCFD Consortium, on what they consider to be good
disclosure examples of the transition plan, as well as the reasons for considering so. In addition,
hearings and meetings to exchange views were held to the Transition Plan Taskforce (TPT), an
international initiative, as well as for a number of companies and investors working on the
development of transition plans.

During the course of discussions at the TCFD Consortium, a common understanding was
that investors are interested in improving corporate value in the medium to long term, and
that companies' transition to a low-carbon, decarbonized society should be discussed in this
context.®In addition, investors raised concerns that the more detailed companies' TCFD
disclosures become, the more the disclosure itself becomes the purpose, and that the link
between business strategies such as medium- to long-term investments required for transition,
and emission reduction targets becomes weaker. They also raised concerns about the need for
closer alignment with business strategy, as considerable measures are required even with a
short to medium-term time horizon up to 2030. On the other hand, from the standpoint of
companies, confusion arising from the emergence of various frameworks and the need to
recognize the diversity of industries were presented as issues, suggesting that it is desirable to
visualize what transition plans appeal to investors' decision-making through case examples.

Based on the above, we define transition plans as "Decision-useful information that
provides the clearest possible picture of how a company can balance value creation with the
transition to a low-carbon, decarbonized society" as described above, and identified three
basic concepts, namely (1) transition to a low-carbon, decarbonized society, (2) alignment with
business strategy, and (3) reaching out to others. On this basis, the guidebook explains how
transition plans should be formulated.

5 From the standpoint of "double materiality," which refers to the impact that companies have on the environment and
society, the impact on sustainability is also an issue of concern.
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Chapter 1 Purpose and Background

3. Structure of the guidebook

Chapters 1 to 3 of the guidebook discusses the purpose and background of transition plans,
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an overview of discussions on transition plans, and how companies can formulate transition

plans, for the purpose of providing a reference for a broad range of companies that should
consider formulation of or is deemed desirable to formulate transition plans discussed below.
Furthermore, it should be noted that there are several possible purposes for companies to
formulate transition plans, such as raising funds for specific capital investments or achieving
emission reductions for the company as a whole through participation in the GX League.
Chapter 2 (especially 2.1) discusses ideas corresponding to these purposes. In view of the
changing nature of definitions and understanding of transition plans, the explanations in this
guidebook has been kept relatively brief. In addition, following chapter 4 on the overall
summary, examples of transition plans evaluated by current investors are included, in order to
avoid abstract discussions as much as possible and promoting understanding through actual

case examples.



Chapter 2 Overview of the Discussion on

Transition Plan

1. Definition of the Transition Plan

(1) Definition of the Transition Plan in the TCFD Recommendations

Among the publications from TCFD, the transition plan is not mentioned in the TCFD
Recommendations published in 2017. However, as mentioned above, the publication
"Implementing the Recommendations of the Task Force on Climate-related Financial
Disclosures" (commonly referred to as the Annex) published in 2021 states that "an aspect of
an organization's overall business strategy that lays out a set of targets and actions supporting
its transition toward a low-carbon economy, including actions such as reducing its GHG
(greenhouse gas) emissions."® In addition, companies that meet the following conditions
should develop transition plans:

® Companies that have made GHG emissions reduction commitments

® Companies which operate in jurisdictions that have made such commitments

® Companies that have agreed to meet investors’ expectations regarding emission

reductions

Currently, Japan is advocating a carbon neutrality target by 2050, along with many other
developed countries. In recent years, major developing countries have also set similar targets
(although achievement dates differ). Therefore, according to the TCFD definition, most
companies that conduct business not only in Japan but also in major countries around the
world would be expected to formulate transition plans. As of August 2024, 1,230 Japanese
companies have established or committed to establishing GHG emission reduction targets
under the SBT Initiative. According to the TCFD definition above, these companies are
committed to emission reductions and should consider establishing transition plans.”In
addition, companies listed on the Prime Market of the Tokyo Stock Exchange, which are
required to implement climate-related disclosures based on the TCFD recommendations or an
equivalent framework, and therefore companies undertaking dialogue with investors in global
markets should also consider formulating transition plans. ® Furthermore, from the
perspective of addressing the entire value chain, it is desirable to include in the plan efforts on

reaching out to suppliers and customers in addition to affiliate companies in the plan.

% TCFD, 2021, Implementing the Recommendations of the Task Force on Climate-related Financial Disclosures

7 As of 6 August 2024. This is the second highest figure after the United Kingdom. (SBT Website,
https://sciencebasedtargets.org/companies-taking-action viewed on 6 August 2024)

8 Supplementary Principles 3.1.3 of the Corporate Governance Code
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Chapter 2 Overview of the Discussion on Transition Plan

(2) Definition of Transition Plan in IFRS Sustainability Disclosure Standards
(S1, S2)

The transition plan is also mentioned in IFRS Sustainability Disclosure Standards (IFRS S2:
Climate-related disclosures) published in June 2023. IFRS S2 defines the transition plan as "an
aspect of an entity's overall strategy that lays out the entity’s targets, actions or resources for
its transition towards a lower-carbon economy, including actions such as reducing its
greenhouse gas emissions" which is almost identical to the description according to TCFD.’
Therefore, like TCFD, IFRS S2 maintains that the transition plan is oriented to a low-carbon and
decarbonized society, and that the actions and investment plans envisaged for how the
company will transition to such a society are to be formulated in line with corporate-wide
business strategy.

Unlike TCFD, IFRS S2 requires companies to disclose transition plans if they have them.
However, whether companies should disclose the requirements in IFRS Sustainability
Disclosure Standards depends on whether they consider them as being material. IFRS S1
(General Requirements) states that "An entity need not disclose information otherwise
required by an IFRS Sustainability Disclosure Standard if the information is not material. This
is the case even if the IFRS Sustainability Disclosure Standard contains a list of specific
requirements or describes them as minimum requirements". Therefore, IFRS Standards
require companies to disclose information when they consider it material.!° For companies
that are required to develop transition plans based on the TCFD recommendations, it is natural
to consider that a "set of targets and actions supporting its transition toward a low-carbon
economy" as material information. Therefore, it can be interpreted that disclosure of transition
plans based on the TCFD recommendations is also required from the perspective of IFRS

Sustainability Disclosure Standards.!!

® IFRS Sustainability Disclosure Standards Climate-related Disclosure (IFRS S2). The same definition is used by the

Sustainability Standards Board of Japan (SSBJ) in the Exposure Draft of Japanese Climate-related Disclosure Standards based
on IFRS S2 currently under consideration.

10 |IFRS Sustainability Disclosure Standards, General Requirements for Disclosure of Sustainability-related Financial
Information (IFRS S1) Appendix B
11 when disclosing narrative information, each company should decide the order and number of explanations, etc.,

regarding each individual issue, event, etc., in accordance with the importance (materiality) that those individual issues,
events, etc., will have on its corporate value, operating results, etc." (Financial Services Agency, 2019, Principles Regarding the
Disclosure of Narrative Information)



Chapter 2 Overview of the Discussion on Transition Plan

(3) Contents Required for Transition Plans

The contents of transition plans recommended by TCFD are classified into four themes:
governance, strategy, risk management, and metrics and targets. These are described in Figure
1.

Governance Strategy

« Board or committee approval - Regular reporting to the board - Alignment with strategy - Maximizing prioritized

+ Board or committee oversight or committee « Organization’s assumptions, opportunities

- Assignment of appropriate « Periodical reviews and updates particularly around transition - Relations between short- /
responsibilities and resources + Reporting to external pathway uncertainties and medium-term plans and GHG
necessary for effective stakeholders implementation challenges emissions
execution + Independent review or third- « Financial plans, budgets, and

- Alignment with remuneration party assurance related financial targets
and other incentives + Achievability test using multiple

climate-related scenarios

Risk Management Metrics and Targets

« Risks that the organization « Assumptions, uncertainties, and - Metrics to monitor progress « Metrics and targets are based
faces from a transition to a low- challenges the organization against plans and targets on widely recognized and
carbon economy faces in successfully executing « Quantitative and qualitative transparent methodologies

its transition plan targets based on climate - Specifying dates / time horizon
science = Plans for GHG emission
reductions

Figure 1 Elements of Transition Plans Recommended by TCFD
Source: Adapted from TCFD, 2021, Guidance on Metrics, Targets, and Transition Plans

The TCFD also identifies the following characteristics of an effective transition plan: (1)
aligned with strategy, (2) anchored in quantitative elements, (3) subject to effective
governance processes, (4) actionable, specific initiatives, (5) credible, (6) periodically reviewed
and updated, and (7) reported annually to stakeholders.'> From the above, it can be said that
what should be described in a transition plan according to TCFD publications seems to be more
specific than the early forms of TCFD disclosure, but it does not deviate from the
recommendations. However, since the publication of guidance on transition plans by TCFD in
2021, various initiatives and discussions on the subject have been launched. At the same time,
advanced companies have been disclosing their transition plans and promoting dialogue with
investors. This guidebook not only traces the transition plan description in TCFD publications,
but also considers such recent trends.

12 TCFD, 2021, Guidance on Metrics, Targets, and Transition Plans, and TCFD, 2021, Implementation of the Recommendations
of the Task Force on Climate-related Financial Disclosures
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Chapter 2 Overview of the Discussion on Transition Plan

(4) Transition Plans in Other Frameworks

As mentioned above, frameworks and initiatives related to transition plans have been

published not only by TCFD and IFRS, but also by other organizations. These are listed in Table
1.

Organizations
Accelerate Climate
Transition (ACT)

Table 1 Major Initiatives Related to Transition Plans in Recent Years

Summary
An initiative established by ADEME (French Agency for Ecological Transition) and CDP to
provide benchmarks and indicators for transition.
It consists of two services: "ACT by Step by Step," a tool for companies that have just started

working on a low-carbon strategy, and "ACT Assessment," a verification tool for companies
with transition plans.

CDP

A technical note on transition plans was published in 2022 (revised in 2023). It describes how
organizations that disclose information through CDP can demonstrate that they have a
credible transition plan in place.

Requirements for a credible transition plan include: supporting global transition to 1.5°C,
verifiable and quantifiable KPIs, integration with mainstream filings. In this document,
comparison with other frameworks and mapping of those elements to the questions in the
CDP Climate Change Questionnaire are shown.

Climate Action 100+

The Net Zero Company Benchmark was published in 2021 (revised in 2023). It defines key
indicators to assess business alignment with the Paris Agreement goals towards net zero
emissions. The evaluation was conducted by TPl upon request of CA100+.

11 indicators have been set, including the ambition to achieve net zero by 2050, short- and
medium-term targets, decarbonization strategy, and TCFD disclosure.

Glasgow Financial
Alliance for Net Zero
(GFANZ)

The Glasgow Financial Alliance for Net Zero, an initiative launched at COP26 in 2021, aims to
align financial institutions' investment and loan portfolios to net zero by 2050.

It encourages asset owners and asset managers to develop transition plans, and announced a
framework for this purpose in 2022.

Transition Pathway
Initiative (TPI)

.

An initiative led by asset owners.

It presents a method of ranking into 6 levels (Unaware, Awareness, Building capacity,
Integrating into operational decision-making, Strategic assessment, Transition planning and
implementation) with a Management Quality Framework comprised of 23 questions.

Transition Plan
Taskforce (TPT)

.

.

An initiative established to establish best practices for corporate transition planning and
general and sector-specific disclosure and indicator guidance.

In collaboration with GFANZ (described above), a disclosure framework similar to GFANZ
recommendations was proposed for non-financial companies in 2023 (described below).

Source: ACT, 2019. Assessing low Carbon Transition Framework, CDP, 2023, Technical Note: Reporting on
Climate Transition Plans, CA100+, 2023, Net Zero Company Benchmark Disclosure Framework
Assessment Methodology V2.0, GFANZ, 2022, Financial Institution Net-zero Transition Plans:
Fundamentals, Recommendations, and Guidance, TPI, 2023, TPI's methodology report: Management
Quality and Carbon Performance, TPT, 2023, TPT Disclosure Framework

The most notable of these initiatives are GFANZ and TPT. These are described below.

GFANZ, which was launched in 2021, requires financial institutions such as asset owners,

asset managers, and banks to commit to net zero targets for their investment, loan, and

underwriting portfolios. TPT, which was launched the following year in 2022, discusses

transition plans for non-financial institutions and announced a disclosure framework in July

2023. The transition plan disclosure framework of TPT is very similar to that of GFANZ for

financial institutions. This is shown in Figure 2.




Chapter 2 Overview of the Discussion on Transition Plan

PRINCIPLES Ambition Action Accountability

2. Implementation
Strategy

‘2.1 Business operations = Enqage;:_: vl
2.2 Products and services 3.2 Engagement with industry

3.3 Engagement with

DISCLOSURE

ELEMENTS 1. Foundations 5. Governance

4, Metrics & Targets

3. Engagement Strategy

4.1 Governance, engagement,
business and operational
metrics and targets

DISCLOSURE
SUB-ELEMENTS

5.1 Board oversight and

1.1 Strategic Ambition reporting

5.2 Management roles,
responsibility and
accountability

4.2 Financial metrics and
targets

1.2 Business model and value
chain

1.3 Key assumptions and
external factors

2.3 Policies and conditions 4.3 GHG metrics and targets

government, public sector,
communities, and civil society

5.4 Incentives and

4.4 Carbon credits 3
remuneration

2.4. Financial planning

5.5 Skills. competencies and

training

Figure 2 TPT's transition plan disclosure framework
Source: TPT, 2023, The TPT Disclosure Framework

The framework of the TPT has some themes in common with the TCFD recommendations,
such as "governance" and "metrics and targets," but it also has sub-items different from the
TCFD recommendations, such as "culture" in "governance." In addition, the "strategy" theme
of the TCFD recommendations is divided into "implementation strategy" and "engagement
strategy." A major difference between the TCFD and TPT recommendations is that the latter
requires disclosure not only on the value chain but also about its own industry, government,
and citizens. In addition, the TPT framework lists entity’s ambition to reduce its GHG emissions
(e.g. to net zero), which suggests a directionality to net zero targets.

According to the TPT, the TCFD recommendations on risk management and the GFANZ/TPT,
which describe the ideal transition plan, are positioned to complement each other while
having common elements (Figure 3). In other words, the framework of the TCFD
recommendations is used to identify, assess, and manage climate-related risks and
opportunities, and the TPT framework is used to implement initiatives for transition.

the need for transition plans,

Integration of and help achieve net-zero goals

climate-related
financial risks into
risk governance,
processes, and
strategies

Risk management practices
Climate-related risk management (incl. scenario analysis) identify

Both activities use
common data, metrics,
and pathways, and
involve engagement
with clients and
portfolio companies

Net-zero
transition planning

Implementation of a NZTP can . o .
contribute to the mitigation of Operationalization of net-zero commitments

both physical and transition risks in the institution’s core business activities

Figure 3 Relationship between the TCFD recommendations and the transition plan in the TPT

Source: GFANZ, 2022, Expectations for Real-economy Transition Plans
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Chapter 2 Overview of the Discussion on Transition Plan

(5) Domestic Initiatives

@ "Transition Strategy" in the GX League

The "GX League" was established in 2022 with the support of companies and began full-
scale activities in 2023 with the participation of companies. The GX League states that
participating companies are required to declare carbon neutrality by 2050 and to formulate
and announce their own transition strategies to achieve it. Participating companies are
required to set their own emission reduction targets and conduct emissions trading according
to their level of achieving the targets. The transition strategy in the GX League is considered to
include (1) the target year for carbon neutrality, (2) the independently determined domestic
reduction target in the GX-ETS or quantitative reduction target for fiscal 2030, (3) specific
measures with time limits, and (4) the governance system for implementing the strategy. '*
Recommendations for the transition strategy include (1) specificity and ambition, (2) feasibility,
and (3) transparency. Among these, feasibility is defined as the alignment with the medium-
term management plan and other management strategies and business plans, and
transparency is defined as the disclosure of the transition strategy consistent with the existing
framework. It is also recommended to include measures in the supply chain. The transition
strategy in the GX League can be said to be consistent with the transition plan described in the
TCFD and IFRS S2. However, while the former focuses on demonstrating that measures for
decarbonization can be implemented as part of achieving Japan's goals, the latter focuses on
explaining how to transition to decarbonization in the process of increasing the value of

companies operating globally.

@ "Climate Transition Strategy" in the Basic Guidelines on Climate Transition Finance

The Basic Guidelines on Climate Transition Finance, published by the Financial Services
Agency, the Ministry of Economy, Trade and Industry, and the Ministry of the Environment in
2021, list four disclosure elements required of companies attempting to procure transition
finance, such as transition bonds, to support efforts toward realizing a decarbonized society:
(1) fundraiser's climate transition strategy and governance, (2) business model environmental
materiality, (3) climate transition strategy to be science-based including targets and pathways,
and (4) implementation transparency. Here, it is recommended that the strategy and
governance of an issuer that raises funds be linked to its management strategy and business
plan, including medium-term management plans.!*

In view of the above, it can be said that the Climate Transition Strategy also refers to the
aforementioned elements of transition plan such as transition to a low-carbon, decarbonized
society as well as alignment with business strategy, and is consistent with the transition plan

in the disclosures according to the TCFD Recommendations. The Climate Transition Strategy is

13 GX League, 2023, Guidance on initiatives required of GX League member companies (in Japanese)

14 Financial Services Agency, Ministry of Economy, Trade and Industry, Ministry of the Environment, 2021, Basic Guidelines
on Climate Transition Finance
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Chapter 2 Overview of the Discussion on Transition Plan

described from the perspective of financing such as transition bonds, but it does not
emphasize how to maximize corporate value in the transition process to a decarbonized society.
However, one of the objectives stated in the "Follow-up Guidance" released in 2023 is to
"steadily implement the transition strategy after procurement of transition financing and
contribution to the improvement of corporate value," which has the same aim as the transition
plan proposed in this guidebook.®The "Follow-up Guidance" also discusses sector-specific
characteristics of transition finance that financial institutions (information users) should take
into account. It is desirable that such information is referred to as a viewpoint of information
users when formulating a transition plan.

In this way, discussions on transition plans are taking place in parallel with discussions on
the provision of funds to companies, and formulating a transition plan that is convincing and
persuasive to financial institutions will contribute to the improvement of corporate value and
financing. In this sense, the concept of transition plans in this guidebook is consistent with the
"transition strategy" in the GX League and the "climate transition strategy" in the Basic
Guidelines on Climate Transition Finance, and interoperability is ensured.

15 Financial Services Agency, Ministry of Economy, Trade and Industry, Ministry of the Environment, 2023, "Follow-up
Guidance on Transition Finance: Toward Better Dialogue with Fundraisers" (In Japanese)
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Chapter 2 Overview of the Discussion on Transition Plan

2. Basic Concepts of Transition Plan

The TCFD Consortium has held on a regular basis meetings of the Steering Committee to
discuss the operational policies of the consortium, as well as "roundtables" participated by
financial institutions and non-financial companies. Through these meetings, exchange of
opinions and sharing perceptions on the disclosure and utilization of climate-related
information were fostered. Transition plans are frequently taken up in the activities of the TCFD
Consortium, and the three basic concepts of transition plans mentioned above - "transition to

a low-carbon, decarbonized society," "alignment with business strategy," and "reaching out to
others" - can be said to depict the current shared understanding of transition plans between
financial institutions (those utilizing information) and business companies (those disclosing

information). These are discussed below.

(1) Basic Concept (1) Transition to a low-carbon, decarbonized society

As indicated in the definitions of transition plan in the Annex to the TCFD Recommendations
and IFRS S2, transition plan includes, "a set of targets and actions supporting its transition
toward a low-carbon economy" or "entity’s targets, actions or resources for its transition
towards a low-carbon economy". Thus, transition plans have the directionality of aiming at a
low-carbon, decarbonized society as compared with the original notion of TCFD disclosure. As
Japan has set a target of reducing GHG emissions by 46% from the 2013 levels by 2030 and
achieving carbon neutrality by 2050, it can be interpreted that the "low-carbon, decarbonized
society" envisioned by companies operating in Japan when considering transition plans will be
consistent with these goals.

As described later, there are various definitions of carbon neutrality and how to achieve it,
and while the climate goals of the countries should be referenced by companies located in
such countries, they need not necessarily coincide. However, companies are required to
consider what a "low-carbon, decarbonized society" in which they operate would be, and
consider such society as something to be realized. Based on this, companies would identify
their position in that society, and continue efforts to maximize corporate value. Disclosing how
companies think the impact of a low-carbon, decarbonized society is related to the
improvement of corporate value will lead to improved understanding of companies by

investors.

(2) Basic Concept (2) Alignment with Business Strategy

An important element required in transition plans is "alignment with business strategy,"
which is also included in the definitions of transition plan in TCFD and IFRS S2. If the transition

plan only describes how the company will move toward decarbonization, it may diverge from
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Chapter 2 Overview of the Discussion on Transition Plan

the information that investors which expect profits by increasing corporate value wishes to
obtain. In addition, if a company's future vision in its medium-term management plan and the
business model and time horizon described in the transition plan are different, it may
undermine the credibility of the company's efforts.

In many cases, a company's management plan covers the next few years, which is often
shorter than the time horizon envisaged in the transition plan to achieve a low-carbon,
decarbonized society (e.g., in 2050). Therefore, a company's management plan does not need
to include the realization of a low-carbon, decarbonized society. However, if a company's
management plan includes investments in facilities with large GHG emissions or in
manufacturing facilities for products whose positioning in a low-carbon, decarbonized society
is questionable, and if the amount of such investments is large and the payback period and
useful life are long, it is necessary to give a through consideration on their alignment with the
transition plan.

Financial institutions are also demanding such alignment with business strategy. There is a
growing recognition that the role of financial institutions in the transition to a low-carbon,
decarbonized society is to earn returns in the process of realizing the transition to
decarbonization by investing in companies that are active in decarbonization or to companies
with promising carbon-neutral technologies, as well as to earn profits in the process of
supporting the realization of the transition of society as a whole by actively providing loans to
support companies in their decarbonization. As will be discussed later, since both the business
environment of companies and climate change measures at their home countries and overseas
are subject to change, the transition plan should be updated based on these factors.

(3) Basic Concept (3) Reaching out to Others

The production of goods with low life-cycle emissions requires the procurement of raw
materials with low GHG emissions. On the other hand, even if products with low emissions
during use are produced, they will not be effective unless they are accepted by customers and
consumers. Therefore, the transition to a low-carbon and decarbonized society can only be
achieved not merely by the efforts of individual companies, but also may require working
actively with other entities if necessary. As mentioned above, the transition plan
recommended by the TCFD is required to include a "set of targets and actions supporting the
company’s transition to a low-carbon economy."

Such support for the transition can include initiatives through corporate value chains
beyond engaging with investors such as lobbying the government to implement policies to
ensure the achievement of goals, reaching out to consumers to change consumption behavior,
etc. Therefore, it is expected that the "set of targets and actions supporting the company’s
transition to a low-carbon economy" include how the company will reach out to others (value

chains, governments, the general public, etc.) to achieve the emission reductions it envisions.
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Chapter 2 Overview of the Discussion on Transition Plan

Such activity by itself may not bring about to the realization of a low-carbon and decarbonized
society, but it can serve as a factor for indicating the company's attitude toward achieving the
goals included in the transition plan to investors and others and being evaluated. In the case
of companies operating in Japan, it is possible to include the following, for example shown in
Table 2.

Table 2 Examples of lobbying others

Value chain

Engagement with suppliers

Engagement with customers

Government

Participation in government initiatives such as the GX League

Discussion on the implementation of policies that support the dissemination of products
that contribute to the realization of a low-carbon, decarbonized society

General citizens

Various educational activities, including those related to regional symbiosis

Other companies in the
industry and industry
associations

Reaching out to other companies in the industry

Initiatives through industry associations

Source: TCFD Consortium

The above-mentioned GFANZ and TPT frameworks further promote this "reaching out to
others" and recommend the preparation of transition plans including "engagement strategy."
The disclosure of engagement strategy required by GFANZ and TPT can be explained from the
perspective of how to direct others to achieve the transition to a low-carbon and decarbonized
society. On the other hand, the TCFD Consortium's discussions on the transition plan call for
"reaching out to others" for the purpose of enabling factors (technologies, policies, etc.) that
would be difficult for a company to achieve on its own in order to realize both the maximization
of corporate value and the realization of a low-carbon, decarbonized society. Although there
are many elements in common between the two, the degree of proactiveness is not identical.
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Chapter 3 How Companies can Formulate

Transition Plans

Based on the basic concept of transition plans described above, this chapter discusses the
role of transition plans for companies, including how to proceed with the formulation.
Specifically, the following items are described below.

® Companies that should formulate transition plans
Timing of formulation
Organizational structure for formulation
Contents to be included in transition plans

Methods of disclosure
Other points to be noted include the description of intermediate milestones and the
diversity of projected low-carbon and decarbonized societies.

1. Companies that should formulate transition plans

As mentioned above, the TCFD requires to companies that have committed to reducing
emissions or are located in such regions to develop transition plans. In addition, the IFRS
Sustainability Disclosure Standards emphasize materiality in disclosure and do not require
companies to disclose items that they do not consider as being material. In other words,
description of TCFD and IFRS Standards implies that companies that should disclose transition
plans are those that consider climate change as being material. Japan has formulated a 2050
carbon neutrality target. In view of the significant transformation in energy mix and lifestyle
which need to take place in order to realize the target, companies operating in Japan will need
to disclose their transition plans or at least consider the necessity of disclosure. On the other
hand, as discussed later, some service industries are expected to have low Scope 1 to 3
emissions and their products (services) are not likely to be affected by climate change, and in
such industries, the development of transition plans may not be at least a priority issue. '

It should be noted that while climate change could be an important issue for small and
medium-sized enterprises (SMEs), the task of disclosure could be generally cumbersome to
such companies which may find it difficult to comply with all the TCFD recommendations.
Therefore, for small enterprises with a heavy burden of disclosure, transition plan should be
disclosed when it is considered possible in the future. On the other hand, since measures
across the value chain such as disclosure of Scope 3 emissions are being required, it is desirable
for these companies to consider the necessity of disclosure after carefully measuring the
materiality to the company, since disclosure of the transition plan may lead to the expansion

16 For example, human capital may be more important than climate-related capital for the medical industry. Also, climate

change measures also entail trade-off with the protection of natural capital, and companies that emphasize TNFD disclosure
should pay particular attention to this issue.
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of business opportunities in addition to the transition to a low-carbon, decarbonized society.!”

Since the elements included in the transition plan are an extension of the TCFD disclosure,
it is suggested that companies that are in the early stages of climate-related disclosure should
prioritize disclosure in line with the TCFD recommendations before moving on to the transition
plan. As disclosure becomes more detailed and resourceful for companies with large climate-
related risks and opportunities, individual items may become detached and appear less
relevant to each other. It can be understood that the transition plan is a brief summary of the
above-mentioned information and clarification of how to balance the transition to a low-

carbon, decarbonized society with value creation.

For companies that have just started to disclose, the amount of information contained in
their TCFD disclosure is small and the disclosure is in the process of being enhanced. Therefore,
there is little need to disclose the transition plan, which describes the relationship between
the four themes of TCFD disclosure and business strategy as an independent publication.
However, as mentioned above, as the amount of information in disclosure increases, it may
become difficult to see the interrelated nature of the four themes of TCFD recommendations.
At such a stage, disclosure of the transition plan in a form that consolidates the contents of
TCFD disclosure and clarifies the relationship between them and business strategy becomes
useful for investors. In addition, as the content of disclosure become more detailed, the
proportion of information handled by sustainability-related departments of companies will
increase, and there is a possibility that the involvement of management and corporate
planning-related departments will decrease in the consideration of disclosure contents.
Therefore, the formulation of transition plans, which alignment with business strategy is
emphasized and investor interest is high, provides opportunities for collaboration between
sustainability-related departments and departments directly connected to management, such
as corporate planning, IR, and finance departments.

In light of the above, it can be said that it is natural for stand-alone transition plans to be
disclosed at a relatively advanced stage in the climate-related disclosures of companies. As
mentioned above, since it is expected that transition plans show how a company's climate
change measures are linked to its business strategy, they are deeply related to a company's
business strategy. In this sense, in the course of advancing TCFD disclosure, when management
determines that climate-related risks and opportunities are material, it is desirable to enhance
the disclosure step by step with the participation of management from the early stages of TCFD
disclosure with a view to formulating a transition plan in the future, from the perspective of

creating a backbone that runs through the four themes of TCFD: governance, strategy, risk

17 Addressing the TCFD recommendations for SMEs are described in TCFD Consortium, 2022, Guidance on Climate-related
Financial Disclosure 3.0 (TCFD Guidance 3.0).
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management, and metrics and targets,. It is preferable to consider transition plans with the
participation of management from such an early stage so that a company's TCFD disclosure is
aligned with the company's business strategy. '8

3. Organizational Structure for Formulation

Since transition plans are defined as an aspect of business strategy in TCFD and IFRS S2, and
this guidebook lists "alignment with business strategy" as an important basic concept of
transition plans, the formulation of transition plans requires the involvement of management
planning-related departments, etc., more than TCFD disclosures considered to date. In
addition, under the current situation where the framework of transition plans is still fluid and
there is a divergence between what is published by TCFD and IFRS and what is published by
GFANZ / TPT, it can be assumed that the image of transition plans expected by investors will
differ. Under such a situation, it is important to consider the importance of transition including
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the management and the board of directors, and to be able to receive feedback on investor

opinions through engagement, with the involvement of IR and finance departments in the
formulation of transition plans.

In addition, it is assumed that the low-carbon and decarbonized society envisioned in many
transition plans will require energy sources and manufacturing processes that are significantly
different from those of the present, and that companies will not be able to come up with
measures to achieve such a society. In addition, while scenarios leading to such a society are
diverse, it is assumed that in-house knowledge about the details of these scenarios may be
lacking. In order to respond to this situation and formulate a well-balanced transition plan, it
is desirable to collaborate with outside parties through industry-wide initiatives and value
chains. It is also desirable to involve outside directors and external experts in acquiring
knowledge on scenarios and technical issues.

In light of the above, formulation of a transition plan inevitably requires consideration
involving multiple internal departments and supply chains such as customers and suppliers,
and the exchange of opinions is enhanced in the process of rethinking company-wide and

across value chains on how decarbonization can be realized.

18 "n order to reflect discussions at the board of directors and the Executive Committee to narrative information,

management should be actively involved in examining disclosure details from an early stage of preparation of disclosure
document, and indicate policies regarding disclosures within the company." (The Financial Services Agency, 2019, Principles
Regarding the Disclosure of Narrative Information)
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4. Contents to be included in the transition plans

In this guidebook, the basic concepts of the transition plan are proposed to be (1) transition
to a low-carbon, decarbonized society, (2) alignment with business strategy, and (3) reaching
out to others. Looking at these in detail, the elements that may be disclosed in the transition
plan include those in Table 3. As is the case with TCFD disclosure, it should not be taken to
mean that a transition plan requires all of the following items to be disclosed; it can be
envisaged that disclosure is enhanced in stages. It is also possible to refer to other documents
for detailed descriptions, such as those with respect to scenarios. !’

Table 3 Elements that may be included in the transition plans
Theme of TCFD
recommendations
Governance ® Measures taken by management and supervision by the board of directors regarding the
transition plan, which indicates the level of corporate commitment (1)
® Business strategy and transition plan formulation, implementation and review cycle based on
implementation status and risks, as well as organizational structure related to these (e.g.,
coordination with other departments e, g, the finance department) (2)
® Determination of entities to be approached, based on the overall supply chain (3)
® Assessment, monitoring of effects, and review of the transition plan (2)
Strategy ® Low-carbon and decarbonized society envisaged (policies such as energy consumption/emission
patterns and carbon pricing in the region where the project will be implemented) (1)
® Scenario which forms the basis, key assumptions,? sectoral roadmaps, etc. (1)
® Business strategy to be referenced (medium-term management plan, long-term vision, etc.) (2)
® Future vision of the company based on the underlying scenarios (Include as much as possible
about business domain, expected products, revenue scale, etc.) (2)
® Financing policy (2)
Risk management | ® Monitoring of emissions by the company, region, and sector (1)
® Assumptions of the transition plan and implementation of the current situation / monitoring of
the status of discrepancies (1)
® Monitoring and assessing risks related to discrepancies between business strategy and transition

Factors that may be included in the transition plan
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plan (2)
Metrics and | ® Corporate climate-related targets (company's Scope 1 to 3 emission targets, or metrics and
targets targets for manufacturing low-emission products. In the latter case, it is desirable to include a

description of how it contributes to the goals of society as a whole). (1)

® Major milestones and interim targets (Scope 1 to 3 emissions) (1)

® Metrics and targets related to the company's business areas consistent with climate-related
targets (future state of products, raw materials, processes, etc.). (1)

® Measures required, capital allocation and timing, assumed scale of each business, expected
earnings, etc. (2)

® External factors necessary to achieve the above corporate vision, and activities to achieve it (3)%!

» In the case of companies whose transition depends on policies, such as those in industries
where emissions reduction is generally considered difficult (hard-to-abate industries),
outreach by companies and industry associations to the government, etc.

» In the case of companies with a significant proportion of Scope 3 emissions, outreach to
suppliers and customers to reduce emissions in major categories

Others ® Messages and comments by the CEO and other top management (1)

19 However, it should be noted that the disclosure of transition plans itself is positioned as a step following enhancing TCFD
disclosure.

20 1t is defined as "Beliefs, expectations, hypotheses or assumptions" in the Sustainability Standards Committee's proposed
climate-related disclosure standards.

21 This corresponds to "dependency relationships" defined as "factors and conditions that are essential to the realization of
a company's transition plan" in the proposed standards above.
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IREME oF TFFD Factors that may be included in the transition plan
recommendations
Additional ® Specific approaches such as engagement with the entities to be approached, in view of the entire
elements that supply chain described above (Progress, etc., if implemented) (3)
contribute to ® Utilization of metrics such as emission reduction effects in the entire supply chain, such as
credibility and emission reduction contribution (1)
transparency ® Formulation of emission reduction pathways using internal carbon pricing (1)

Source: TCFD Consortium

(1), (2), and (3) in the table correspond to the basic concepts of the transition plan: (1) transition to a low-
carbon, decarbonized society, (2) alignment with business strategy, and (3) reaching out to others.

As can be seen above, the elements that should be disclosed in the transition plan are
mainly the items under the "Strategy" and "Metrics and Targets" among the TCFD
recommendations and fall within the categories of the transition plan proposed by the TCFD
shown in Figure 1. However, especially for companies with detailed and extensive disclosures,
there is a possibility that the descriptions of the individual items appear detached from each
other, and that their interrelationship may appear weak. It can be understood that the
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transition plan is a concise summary of the above and a restatement of the "Business strategy
for decarbonization and what to do to achieve it."

5. Methods of Disclosure

Regarding the disclosure of transition plans, it is noted that some progressive European
companies and institutional investors have published transition plans of dozens of pages in
alignment with detailed provisions such as the GFANZ and TPT frameworks, separately from
the TCFD disclosures. However, based on the discussions in the TCFD Consortium, the
prevailing view among current investors is that the document does not necessarily need to be
separate from other climate-related disclosures. If the elements necessary for the transition
plan are included in the TCFD disclosure of a company, it can be considered as a transition plan.

6. Other Issues

(1) Description of intermediate milestones

As mentioned above, many countries including Japan set their targets for low-carbon and
decarbonized societies in 2050 or thereafter, which is further into the future than the time
horizon of corporate management plans and recovery of capital investment. However, many
countries including Japan have intermediate targets such as for the year 2030, which include
more specific measures and conditions (energy mix, etc.) and policies (carbon pricing, etc.)
compared with the 2050 target. When considering transition plans that are consistent with
business strategies, it is necessary to take these intermediate targets into account and describe
the intermediate image of companies and key indicators that should be achieved.

Many companies, especially those in the machinery manufacturing industry, have more
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than half of their sales outside Japan. Such companies are required to refer to the plans of not
only Japan but also the overseas countries that are their markets. Each country submits a plan
based on the Paris Agreement and updates it every five years with more progress, as well as
biennial progress reports. It is desirable to refer to these plans.?

(2) Diversity of Projected Low-carbon and Decarbonized Societies

When formulating a transition plan, it is important to consider what kind of low-carbon and
decarbonized society the company envisions. In the case of Japan and many other developed
countries, this translates to the target of "carbon neutrality by 2050." However, as mentioned
above, there are various forms of carbon neutrality, and individual business models cannot be
completely excluded. For example, the usage of fossil fuels in a carbon-neutral society will vary
greatly depending on the assumption of CO2 sequestration by CCS and forests.? Therefore,
there may be cases where fossil fuels are involved in the company's business model or the

possibility that the transition to a carbon neutral society may require a change in the business
f.2
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model, but these do not necessarily mean a complete change in the business model itsel

However, most of the scenarios envision a future in which the consumption of fossil fuels will
decrease and the proportion of renewable energy and hydrogen through energy

transformation will increase significantly.

22 For national plans under the Paris Agreement, refer to the NDC Registry (https://unfccc.int/NDCREG). With respect to

reporting progress, refer to the Biennial Transparency Report (BTR), whose first editions are to be submitted by the end of
2024.

% See TCFD Consortium, 2021, Green Investment Guidance 2.0, Addendum A.

24 This includes not only the extraction and use of fossil fuels but also the manufacture and sale of products (or their
components) that consume fossil fuels.
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Figure 4 Various views envisioned of carbon neutral scenarios
(Fossil fuel supply and CO2 sequestration in 2050)

Source: Based on Gruebler et al., 2018 (LED), IEA World Energy Outlook 2023 (2022, NZE), NGFS Scenarios
ver4.2 (MESSAGE, REMIND, GCAM), BP Energy Outlook 2023, Shell Energy Security Scenarios (Sky2050)

As mentioned above, the shape of carbon neutral society will vary greatly depending on the
scenario. It is also possible that it will change significantly in the future due to changes in
technological development and policy trends. In order to consider how a company's business
model stays viable under such uncertainty, it is necessary for companies to consider the image
of a carbon neutral society, and to continuously make efforts to understand how to expand
from its existing business model (such as the application of technologies used in conventional
products) on a company-wide basis.

It is not strictly necessary that the emission reduction pathway of the world as a whole or
the region in which one operates is identical to that of the company. It is also possible that a
company that manufactures products that contribute to global emission reductions will
expand its business as a result of the transition to a low-carbon, decarbonized society, and as
a result, its emissions will increase. In such cases, it is considered useful to disclose the amount

of emission reduction contribution through the company's products.

(3) Consideration of Characteristics by Industry and Region

The status of GHG emissions by companies varies depending on the specific situation, such
as industry and region, and the pathway of emission reduction also differs for each industry.

Hard-to-abate industries, such as energy, steel, and transportation, are generally capital-
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intensive and have long useful lives, and in many cases alternative processes have not
necessarily reached a stage where they can be introduced technologically or economically. In
addition, much of the emissions in the entire value chain of these industries are attributable
to their own companies. When companies in these industries pursue decarbonization, they
need to align it their strategy on the timing of capital investment and the timing of future
business operations. In many cases, policy support and guidance are necessary for the
transition, and in this sense, "reaching out to others" in the form of dialogue with the
government etc. will be important.

In contrast, machinery manufacturing, construction, and food industries are characterized
by a high proportion of Scope 3 emissions, and the situation is different from the above
industries. Of the Scope 3 emissions, Category 1 (purchased goods and services) accounts for
a high proportion of raw material production, and Category 11 (use of sold products) accounts
for a high proportion of purchases and use by customers, both external factors. Therefore,
engagement with suppliers and customers become important elements. For example, the food
industry is characterized by a high proportion of Category 1 emissions, and engagement with
suppliers will be important.

In the tertiary industries such as wholesale, retail, and service industries, Scope 1 and 2
emissions are generally small compared to the size of the company, and Scope 2 emissions
from electricity consumption are the major source of emission of the company. Therefore, the
main means of emission reduction are often the purchase of zero-emission electricity such as
renewable energy, and energy (electricity) conservation. However, some financial institutions
and retailers have large Scope 3 emissions through investments, loans, and product
procurement, and it is assumed that large companies among them can wield a sizeable degree
of influence in the transition to a low-carbon, decarbonized society. Such companies will be
greatly affected by the transition to a low-carbon, decarbonized society. Therefore, it is
necessary to consider the formulation of transition plans from the perspective of how to
maximize corporate value in such circumstances.

The nature of transition plans can also vary depending on the region in which the company
operates. One of the reasons for such regional differences is that the targets for emission
reduction differ according to the country or region in which the company operates, and the
measures that can be implemented also vary. It is possible that, in some countries, it may be
difficult to obtain necessary resources such as renewable energy, or sales of the company's
products that contribute to a low-carbon, decarbonized society may stagnate due to lack of
progress in emission reduction in these areas. In such cases, transition in emissions and
measures taken by companies operating in such regions may appear to be lagging behind
those of companies operating in countries or regions that are active in climate change
countermeasures. In such a case, it is desirable to indicate that the company is always aware
of the latest trends in the country's targets and measures, and that it is actively engaging in

dialogue with the government of the country concerned to achieve its own targets. The
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transition plan for companies operating in these areas may differ from those operating in
regions where it is easy to promote advanced measures. In such cases, it is desirable that their
transition plans show how the companies are approaching the governments and value chains
of the target region, taking into account the characteristics of each industry and region
described above.?

(4) Need for a Third-Party Assurance

The need for third-party assurance of climate-related disclosures is still under debate. TCFD

maintains that disclosures do not require independent external assurance, but that disclosures
should be subject to the same or substantially similar internal governance processes as those
used for financial reporting.?® Therefore, according to the TCFD Recommendations, obtaining
third-party assurance are deemed desirable though not mandated, and the same principle
should apply to transition plans. Since transition plans are part of climate-related disclosures,

it can be interpreted that third-party assurance covering only transition plans is not required
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at present. However, there is a trend to require third-party assurance for corporate disclosures

in the future, and the situation regarding third-party assurance may change in the future.?’

(5) Review of Plans

The word "plan" suggests a specific description of measures and milestones to be taken
against clearly defined goals to be achieved. However, climate change is a long-term issue, and
there is a great deal of uncertainty regarding how it can be eventually solved. Therefore, plans
to deal with this will inevitably have limitations in specifics and will entail uncertainties. In
addition, the shape of a low-carbon and decarbonized society may vary greatly depending on
the measures to be achieved, and may not be realized due to various factors. Since companies'
medium-term management plans are regularly reviewed at intervals of several years, it is
desirable to review transition plans at similar intervals in response to changes in the external
environment from the perspective of aligning them to business strategy.

In addition, as mentioned above, there are many cases in which policy support and guidance
are necessary, particularly in the hard-to-abate industry. Therefore, the nature of transition
plans for such companies can necessarily differ depending on policy direction. Furthermore,
even in countries and regions where measures against climate change are not advanced and

it is difficult for companies to take measures, the situation can change due to, for example, a

%5 A company with diverse business models has multiple business domains with different characteristics. In such a company,

the materiality of climate change and business strategies differ from business to business. In addition, the ability to establish,
track, and disclose climate-related targets may vary according to jurisdiction, sector, and business models. (TCFD Consortium,
2022, Guidance on Climate-related Financial Disclosure 3.0 (TCFD Guidance 3.0))

% TCFD, 2021, Guidance on Metrics, Targets, and Transition Plans, and Implementing of Recommendations of the Task Force
on Climate-related Financial Disclosures
27 See the discussion of the Working Group on Disclosure and Assurance of Sustainability under the Financial System Council.
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review of the targets under the Paris Agreement (NDC). For this reason, it is desirable to
constantly keep track of policy trends deemed important to the company, and to review

transition plans in a timely manner when changes occur.
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Chapter 4 [Summary

Based on the definitions of TCFD and IFRS, this guidebook has discussed the transition plan
drawing upon the latest investor views. The TCFD Consortium positioned the transition plan
as "Decision-useful information that provides the clearest possible picture of how a company
can balance value creation with the transition to a low-carbon, decarbonized society" and

identified "transition to a low-carbon, decarbonized society," "alignment with business
strategy," and "reaching out to others" as important basic concepts. In addition, it is concluded
that the involvement of finance and corporate planning, investor relations, and finance
departments is desired in formulating the transition plan more than the conventional TCFD
disclosure.

The discussion of the transition plan for climate-related disclosure is in its early stages, and
it may change in the process of discussion. At present, the transition plan is considered to be
an integrated form of the current TCFD-based disclosure and the disclosure based on IFRS S2
which draw upon TCFD, in alighment with the business strategy. However, it is also plausible
that some industry or regions may incorporate how the company is reaching out to others for
the purpose of realizing carbon-neutral society, in addition to the current climate-related
disclosure. In particular, engagement strategy may play a certain role for companies, to which
external factors in reducing Scope 1 to 3 emissions is significant, and for companies in which
it is difficult to foresee emission reductions in the value chain (such as companies with a high
proportion of business in least developed countries).

The TCFD Consortium will continue to exchange opinions on the transition plan with
standard setting bodies such as the International Sustainability Standards Board (ISSB) of the
IFRS Foundation and GFANZ as well as companies and investors, and will disseminate

information on the transition plan.
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Case Examples

1. Transition to a low-carbon, decarbonized society

(1) Transition Pathway

In transition plans, it is expected that the transition pathway (transition path to a low-carbon,
decarbonized society) will include not only emissions but also specific descriptions of the
expected products and businesses, required investments, and related indicators (KPI). This
section presents examples of disclosures related to transition pathways.

I Kirin Group

In its "Roadmap to net zero," Kirin Group discloses its investment and financing plans along
with related indicators such as Scope 1 to 3 emissions and the proportion of renewable energy
electricity in a manner that shows its change over time, and interim targets are set for Scope
1 to 3 emissions. As a supplementary explanation to the Roadmap, it explains that internal
carbon pricing has been introduced in the investment decision framework.

The Roadmap condenses the elements necessary for the transition plan and has been well
regarded by investors as easy to understand.

Reoadmap to net zero

(%)
100 @ Obtained approval for "SBT for 2.0°C" @ 100% of electric power
Ratio of Joined RE100 from renewable energy
renewable energy ®
in electric power
0
i ¥ 50% decrease in
(KIC0z¢) @ Obtained approval for “SBT for net zero oot 1 22 eicsions

800 P
® dbtained approval for “SBT Tor T5°C" and 30% decrease in
| Scope 3 emissions

chpe] o Cﬁmpa[e[l with 2019
N Focus on promoting energy conservation and expanding
Scope2 renewable energy through 2030
From 2030 onward, expect that the combustion fuel used in the steam production Net
process will be converted from fossil fuels to hydrogen, etc. | Te10
2019 2020 2021 2022 2023 2024 2027 2030 2033 2050
30 22.4 35.0 42.2
Investment billion yen billion yen billion yen billion yen
10.0 billion yen
Supply of funds from green bonds
Period: 2020 to 2024 50.0 billion yen from
Use of funds: Procurement of tion-li
recycled PET resin and introduction sl
of heat pump systems in plants Period: 2023 to 2033

LUise of funds: Measures to conserve energy and expand
renewable energy, in order to reduce
Scope 1 and Scope 2 GHE emissions

Source: Kirin Holdings, "Integrated Report 2024" p.86
(URL: https://www.kirinholdings.com/en/investors/library/integrated/, Last access date: July 30, 2024)
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Case Examples

I JFE Group

In addition to preparing a roadmap in accordance with the "JFE Group Environmental Vision
for 2050," JFE Group explains that it aligns with the "Technology Roadmap for ‘Transition
Finance’ in Iron and Steel Sector" published by the Ministry of Economy, Trade and Industry.
The roadmap explains the progress of decarbonization technology development in the
production process and provides metrics and targets for the company's business fields that
are consistent with climate-related targets for products, raw materials, processes, and R & D
investments expected in the future.

In addition, JFE Steel holds separate briefings on carbon neutrality strategy to explain the
transition plan, and this aspect has also been well regarded by investors.?

B Related Products and Technologies

JFE Group’s CO, 18% reduction comparad 30% or more reduction compared Carbon neutrality
reduction targets to FY2013 (Steal Business) (Steel Business) by 2050
[ Matumewd in Fuby 2022 |

2021 ~ 24Y25 26 27 28 29 30|  2031~2040 2041~2050
r' Small-scale demo [ Each estabished lq:ur:éfluqv
Carbon to be insta n Ol
rpalins I Fund> (2025-2026) Large-scale S
:a;:l""l &'lll % development . é‘:fuermmt Furnace
Urmace Sll'la“'mlﬂ dm - CCU .
<Gl Fund> p—

Hvdropl:n -based Small-scale pilot furnace deme Middle-scale direct reduction &
" (2024~2025) furnace demo A LTl
{Deed it {~2040) W

other technologies Supar-COURSESD

<GI Fund> Install highly-efficient Ttems newly
Pilot EAF
s,
<GI Fund>

large-scale EAF released this
time are
LS L HEEECR G Fxpand scrap use in converters
taled o the N Ty "

colorad graan
existing facilities ~ @ HBI use
¥100bn. R&D expenses for 10 years

Source: Material for the JFE Group's investors’ meeting held on May 6
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*GI Fund: Project for Utilizing Hydrogen in Steelmaking Processes by NEDO
Source: JFE Holdings, "JFE Group Sustainability Report 2023" p.70
(URL: https://www.jfe-holdings.co.jp/en/sustainability/data/index.html, Last access date: July 30, 2024)

28 JFE Holdings' website, "Addressing Climate Change Issues"
(URL: https://www.jfe-holdings.co.jp/en/investor/climate/presentation/index.html, Last access date: July 30, 2024)
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Case Examples

I Dai-ichi Life Group

Dai-ichi Life Group has prepared the Net Zero Transition Plan in a separate volume to explain
the initiatives of the company both as an institutional investor and operating company.
Specifically, transition plan is explained in a series of narratives and strategies that are easy for
readers to understand, including the positioning of the Net Zero Transition Plan in the
company's management strategy, the outline and objectives of the transition plan, and the
roadmap from the perspectives of institutional investor and underwriting company. In addition,
regarding governance, the report shows the level of corporate commitment, such as
establishing governance supervised by the board of directors and a system to promote climate
change responses. The report also shows the emission targets of the company's Scope 1 to 3
emissions, and summarizes future priority issues for each business activity. In addition, the
report also shows engagement strategy, and comprehensively covers various elements that is
desirable to be included in the transition plan.

Eouadations Objectives of transition plan ~ |p.o» | Roadmap to achieve net-zero emissions |p.11»

Strategies Implementation Strategy |» 19,400 Engagement Strategy |p.32»

Supporting transition to a || _Et_'nissions uductioq .
low-carbon society and || initiatives related to business Encourage Opinion and
. rule-making through
global finance
initiatives

Expanding assets
covered by emission

reduction targets and innovation through renewable energy, saving
analvze emissions investments energy, and reducing total

paper usage, etc.)

Metrics As an institutional investor = Ip.120

creation of environmental activities (shifting to investees’

initiatives

and targets Financed emissions (Scope 3 Category 15) ) o . m
Reduction of GHG emissions from operation 6 o
Investments in climate solutions (Scope 1 and 2) 3 g
S o
Creation of positive impacts via investments o ) o)
GHG emissions reduction from 0
I Number of investees targetted for engagement ] Supply Chain (Scope 3, excluding Category 15)
Governance Governance Structure to Address Climate Change  |p as»
Governance structure that reports 10 Introduction of sustainability metrics Facilitation by the
the Executive Management Board as executive remuneration assessment Group Sustainability Committee
and Board of Directors and is criteria (including progress on CO, and Group ERM Committee
overseen by the Board of Directors emission reduction)

Transition plan: Oversight: CSu0Q", Administration: Corporate Planning Unit,
Implementation: relevant departments of Dai-ichi Life

Skills and corporate culture |p.47»

Building awareness among Group officers and employees

* Chief Sustainability Officer

Source: Dai-ichi Life Holdings, "Net Zero Transition Plan" p.7
(URL: https://www.dai-ichi-life-hd.com/en/sustainability/environment/nztransitionplan.html, Last access date:
July 30, 2024)
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Case Examples

Entire Group
As an institutional Y
investor
Roadmap to achieve net-zero emissions O Entire Group O Dai-ichi Life
Present
FY2020 to 22 23 24 25 30 40 50
......................... i (e e T
" Medium-term Management Plan
all,
Scope 3 GHG emission 025'” o > Nt =
-3 . reduction (Category 15) reduction” reductlon ",ZE“:.."'
Bx “
E - e
3 Investments in contributing to ; 11:
; : Cumulative total:
% resolve climate change issues o ¥1 trillion
: Scope 1 + 2 GHG emission reduction alte
5% reduction” = Net :
100% renewable ' 1‘2,
- energy -po 1
- i,
Scope 3 GHG emission o 30 ol 3 B
reduction (excluding Category 15) reduction” ",fel'?‘ n
- ]
Building awareness among Group officers and employees
— Participating in international initiatives )
Nominated as a member of the GFANZ Principals Group
Admitted to NZAOA™ membership
Governance Structure to Address Climate Change
Established a Group IE:]ed first
*1. Compared to 2020 (listed equities, corporate bonds, and real estate portfolios)
Sustaumbllny Conumttee CSu *2. Compared to 2020 (listed equities, corporate bonds, real estate, and loan portfolios)
Introducing sustainability metrics as - Compared la P01,
executive remuneration assessment criteria 4. Net-Zero Asset Cumer Allance

Source: Dai-ichi Life Holdings, "Net Zero Transition Plan" p.11
(URL: https://www.dai-ichi-life-hd.com/en/sustainability/environment/nztransitionplan.html, Last access date:
July 30, 2024)
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Case Examples

I Mitsubishi Heavy Industries Group

The Mitsubishi Heavy Industries Group has announced its goal of carbon neutrality by 2040
and has disclosed in detail the measures and implementation timing required to achieve the
target. In addition, with regard to the interim target for 2030, the report discloses the
measures and the extent to which CO2 emissions will be reduced using multiple pathways, and
provides detailed explanation of the status of product and technology development related to

its business fields. These description of specific technologies and products envisaged are
valued by investors.

Reducing, capturing, and eliminating CO: is one path to decarbonizing thermal power.
Another path is to reduce COz emissions through maximum utilization of nuclear power, a carbon-free energy source.

Cnal ﬂred Imi Iers Coal firing
Base ik & ,——/-I, —+ Ammonia/biomass
™ co-firing
-
Coal firin
—+ High- %IEIBI‘IE]’ GT Reduce
a €02 ammenia co-firing
Reduce

C0: T 6T fuel (Natural gas—
50% JM: Series.GT % 100% hydrogen/ammonia)
% web | Eliminate CO: -m..
E_Iah—tff!:_lﬂl } emissions
Coal

CO: Emissions

| firing + S Hydragen/ammania 6T
| s :-'—”"'_
1 E -
gl .ﬁd‘uanced Light
i anfture COx capture % ‘R Water Rncl'grs
Zero
Technology readiness timeline 2020 2030

*Based on CO: emissions from subcritical pressure coal-fired boilers

Source: Mitsubishi Heavy Industries, "MHI REPORT 2023" p.32
(URL: https://www.mhi.com/sustainability, Last access date: July 30, 2024)
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Case Examples

| AGC Group

AGC Group's disclosure illustrates the direction of its business portfolio in light of climate
scenarios by identifying areas which achieve both decarbonization and high profitability
through mapping by carbon efficiency (sales per emission) and ROCE (return on capital
employed). In addition, as for risk management, the AGC Group has established a risk
management system based on the AGC Group Risk Management Implementation Regulations.
These contents are regarded by investors as helpful.

Direction of the Business Portfolio
Transformation
(Carbon Efficiency*ROCE)

High
N Grow/Expand Electronic
Materials
Performance
Chemicals — 20%
%
3 Architectural
i i e T 10%
e} Essential Glass 5 iomotive o
Direction of the o Chemicals
Business Portfolio ’
— 0%
Core Display
Businesses
. Stra_tegir. 0%
Businesses | | Carbon Efficiency*? High

ROCE: (OP of the year) + (Operating asset at the year-end), OP for each business is before
allocation of common expenses

*1: Created based on FY2023 results *2: Based on 2022 emissions per 2023 sales
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Source: AGC, "AGC Integrated Report 2024" p.22
(URL: https://www.agc.com/en/sustainability/book/, Last access date: July 30, 2024)
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Case Examples

I Meiji Group

For each of Scope 1 and 2 emissions, the report provides an image of specific measures to
reduce emissions and the timing of the introduction of related equipment. The report also
discloses the financial impact of carbon neutral policies for major raw materials etc., and is

regarded by investors for providing a concrete picture of the transition.

The Meiji Group strives to proactively implement initiatives and introduce new technologies
to achieve carbon neutrality by 2050, outlined in our Long-term Environmental Vision.

FY2019 (base year) FY2030 FY2040 2050

Adopt energy-efficient equipment (e.g., optimize production with equipment that features outstanding
environmental performance, heat pumps, heat recovery/utilization, and artificial intelligence)

Switch to low-CO:z emitting fuel
Use and switch to biomass fuel (e.g., wood chips, methane fermentation, and euglena-derived fuel)
Purchase renewable energy certificates, utilize emissions trading
Use hydrogen fuel, methanation, etc.

Adopt COzrecoveryireuse
(Direct Air Capture (DAC) and carbon recycling) equipment, etc.

Mext-generation advanced technology

Adopt energy-efficient equipment (e.g., optimize production with equipment that features outstanding
environmental performance, light-emitting diede lighting, and artificial intelligence)

Purchase renewable energy-derived electricity supported by RE100
Adopt solar power generation equipment
Adopt perovskite solar cell

Purchase renewable energy by collaborating with renewable energy operators
(e.g., biomass, solar, wind, and gecthermal)

"Green-colored words: new technologies under development

Source: Meiji Holdings, "CARBON NEUTRLAITY BY 2050" p.5
(URL: https://www.meiji.com/global/sustainability/caring-for-the-earth/climate-change.html, Last access date:
July 30 2024)
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Case Examples

I Mitsui O.S.K. Lines Group

In addition to the transition pathway toward net zero emissions by 2050, the company’s
website provides quantitative and visual information on the contribution of each measure to
emission reduction, along with the composition of the ship types used.

Furthermore, the company has set an interim target for investment and presented a
concrete pathway. These points are valued by investors.

Vertical axis: GHG emissions g 2
i — ' . _— —wm— Efficiency improvements
R Redlction through operation efficiency and | mainly focused on wind
propulsion:
— approx. 20%
Reduction through -
ammonia and hydrogen Adoption of clean energy:
approx. 70%
INETETRISSTON! "
et e ssSions o
bl ot Reguctomthrough
> \Q]UII E
[P /e ;=‘”“5519“5 g™ Less than 10% residual
2019 2025 o Neutralization through
Carbon Dioxide Removal - carbon dioxide removal
Reference Figure: MOL Group Pathway to Net Zero GHG Emissions

Source: Mitsui O.S.K. Lines, "Climate Change Countermeasures / Task Force on Climate-related Financial
Disclosures (TCFD) "
(https://www.mol.co.jp/en/sustainability/environment/tcfd/, Last access date: July 30, 2024)

ase)

m
X
)
3
=
o)
(]

34


https://www.mol.co.jp/en/sustainability/environment/tcfd/

Case Examples

Vertical axis: No. of vessels

'7"|||“||| T

Start reducing emissions
now by using LNG and
e/biomethanol

Increased use of e/bio methane,
shifting from LNG (fossil fuel)

Increased use of
ammenia and hydrogen fuels

2019 2025 2030 2035 2050
Oil fuels MBio-diesel EMlAmmonia/hydrogen  e/Bio methane / methanol MILNG

Composition of MOL's Ocean-Going Fleet by Fuel Type

Source: Mitsui 0.S.K. Lines, "Climate Change Countermeasures / Task Force on Climate-related Financial
Disclosures (TCFD) "

(https://www.mol.co.ip/en/sustainability/environment/tcfd/, Last access date: July 30, 2024)

* Positioning of environmental investment in BLUE ACTION 2035 (management plan)
Financial Plan / Cash Allocation : Qutlook in Phasel(FY2023-FY2025)

Increase payout ratio from 25% to 30% as well as set 150 yen of
minimum guaranteed dividend

Cashrin Cash-out Consider additional sharehoider returns subject to business
environment
Imvestment aligned with
Investment Breakdown Envirenmental Strategy
Leverage external funds while

External Financing
460 billion yen

controlling Net Gearing Ratio

t Reduction of our
Continue asset replacement and Asset Replacement Group’s G,“G Emissions
cash generation 150 billion yen 4 n 350 billion yen
Periodical review
subject to the Investment Low/Decarbonization
progress of BLUE 1.2 trillion yen Energy Business
ACTION 2035 e 300 billion yen
Stable generation of CF from Operating 9‘;0 |:L||i:‘:|an::
250 billion yen of CF from Activities ¥

Operating Activities every year 780 billion yen

Source: Mitsui 0.S.K. Lines, "Climate Change Countermeasures / Task Force on Climate-related Financial
Disclosures (TCFD)"

(https://www.mol.co.jp/en/sustainability/environment/tcfd/, Last access date: July 30, 2024)
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Case Examples

I NYK Group

This report, aimed for foreign readership, is well regarded by investors for its concise
description on the linkage of investment amount and emission reduction pathway, including
the effect of the measures, along with assumptions such as internal carbon price on which the

report is based.

Path Planning — Updating the target (Medium-term management plan)

NYK GROUP

@ We shall reduce GHG emissions by a further 15% beyond our reference in the latest
medium-term management plan by improving energy efficiency under ICP scheme and using
low-carbon fuels such as bio-oils.

Investment: JPY 100 Billion (to FY2030) GHG Reduction Measures (Maritime)
Fuel Conversion Premium: JPY 80 Billion
Optimum Operations, Energy Saving: JPY 20 Billion
Medium-term Fuel E Effici
1 OO Management Plan Options =Ry (=SS

]
_ _ 1 Specification
. Fuel ;
A 30 - Options mj’ii |
--1
) | !
1

Mechanical
Efficiency

A5 s ]
,,,,,,,,,,,,,,,, 1
Operating T Hull/Propeller Hull Lines Battery-Hybrid,
Time Optimization Fouling Contral ||| Appendage Fuel Cell
Note: Each share subject to change ) Routing Sea Engine Plant Low-friction Engine Derating
Waiting Time . .
Passage Maintenance| Paint (upgrading)
F/O ‘ Low-carban and Drop-in Fuels
2021 Minimal Speed, Air-Lubrication Waste Heat
2027 LT Loss of Time Engine Load System Management
Base E/E Phase 1 > Phase 2 e
Year Review . s
& ! f Wind-
IcP | $120 > Plan 200 ——> Assisted ESDs
Subject to change
F/O: Fuel options, E/E: Energy efficiency, ICP: Internal carbon pricing BACK o

Source: NYK Line, "NYK Group Decarbonization Story" p.69
(URL: https://www.nyk.com/english/esg/envi/decarbonization/, Last access date: July 30, 2024)
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Case Examples

I ArcelorMittal

The company discloses a roadmap that describes individual measures and their relative
contribution to reduction toward the decarbonization target in 2030 and 2050. Although it
does not show the specific contribution of each measure after 2030 which is difficult to
calculate quantitatively, it qualitatively illustrates the degree of the expected benefits, which
is valued by investors as useful information.

Strategy continued
Up to 2030, the waterfall chart shows a breakdown of the 25% global reduction in CO,e emissions intensity we are targeting,
taking into account announced projects and initiatives we expect to announce over the coming years.
Scope1 Scope 2 Scope 1 Scope 2 Offsetting Carbon
removal
Carboninthe
Stesimaking BT o
wansformation @ q
Encrgy @9
A transformation @ @
Increased
B Scrap use
1 2 3 4. 41 5. Sourcing ——
Announced Announced Further Canada  Further Sourcing c clean i -
projects - projects - projects in projectsin  clean electricity ) Tuesten
Innovative Smart development development electricity Offsetting
DRI-EAF  Carbon+  in Europe in RoW D residual
gos injection emissions
Bioenergy/
AC B A,B,C ABC ABC D - ocsm?.y
steelmaking
as carbon
removal
2018 2030 2050
Key Net-zero v
A, Steelmaking transformation (footrprint change, energy efficiency, pellets)
B. Energy transformation [CCUS, hydrogen, bioenergy)
C. Increased scrap use
D. Sourcing clean electricity
E.  Offsetting residual emissions

Source: ArcelorMittal "ArcelorMittal Integrated Annual Review 2022" p.23
(URL: https://corporate.arcelormittal.com/corporate-library/reporting-hub/integrated-annual-review-2022, Last
access date: July 30, 2024)
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Case Examples

(2) Quantitative Disclosure

I Kirin Group

The group monitors the status of emissions at each group company and quantitatively
discloses related metrics, targets, and results, as well as investment amounts in each business
areas. Such quantitative disclosure has been valued by investors for ease of monitoring.

Reduction of Scope 1 and Scope 2 emissions Investment
wyowaHakkogio [l Fyowa Kinn Lion nvestmient and measunes Expansion of renewable energy use
it coz¢) Mercian B wineewerage [l wonn Brewery (Kt CO28) foranrgy con 9% |l energy transition
T00 S00
610
422
&00 12
A0
500 20 488 30
400 0
224
300 237 362
200
200 150
100
100
30 s 74 104 e
o o 15
202 2024 2030 20152021 20222024 20252027 2028-2030
MTF MTP MTP MTP

Source: Kirin Holdings, "Integrated Report 2024" p.87
(URL: https://www.kirinholdings.com/en/investors/library/integrated/, Last access date: July 30, 2024)
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Case Examples

Metrics and targets*®

Achievements

purchased electric power

Response Item Target
P 9 (End of 2022)
GHG emissions from the entire
] ] Net-zero (2050) 4876 kt CO2e
value chain (relative value)
Targets Scopel+2 -50% (2030 compared to 2019) -18%
related to
climate change Scope 3% -30% (2030 compared to 2019) 1%
Ratio of renewable energy 100% (2040) 97%

Targets
related to
natural capital

Number of large tea farms in Sri
Lanka that received training for
the acquisition of certification

(2022 to 2024)

Cumulative total of 15 large farms

4 large farms

Number of small tea farms in Sri
Lanka that received training for
the acquisition of certification

(2022 to 2024)

Cumulative total of 5,350 small farms

9 small farms

Ratio of certified palm oil used

in the domestic beverage
business

(Japan) Maintain 100% 100%
Water efficiency in Lion 2 4 kl/kl (2025) 3.6kl/Kl
Percentage of recycled resins
mag Y 50% (2027) 8.3%
Targets used in PET bottles (Japan)
related to Percentage of FSC-certified
containers and ;
aper used for paper containers
e pap pap Maintain 100% 100%

*6 As of the end of 2022
*7 Used IDEA (Inventory Database for Environment Analysis) version 2.3 and version 3.1
developed by The Research Institute of Science for Safety and Sustainability to calcu-
late Scope 3 emissions for each fiscal year

Source: Kirin Holdings, "Integrated Report 2024" p.87
(URL: https://www.kirinholdings.com/en/investors/library/integrated/, Last access date: July 30, 2024)
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Case Examples

I ENEOS Group

As a roadmap for reducing society's GHG emissions, ENEOS Holdings clearly discloses each
metric for the transition, including carbon intensity (CO2 emissions per energy supply) and the
amount of contribution to the reduction, which is appreciated by investors as a way to increase
understanding of the transition pathway.

Roadmap for the Reduction of Greenhouse Gas Emissions of Society
¢l (Carbon Intensity) 87 g-coam 81 g-covm 44 g.cozm
COp-free hydrogen I('E';ﬂ:i?; g;;';’:n for 250 thousand tons 1=4 million tons

SAF 15t case investment decision | S00=700 thousand KL Domestic share: 50%
Eni Promote energy Carbon-neutral - _ [ Supply ]
field ftransation fuels Biofuel 10% mixing to high-octane gasoline™ | 209% mixing 1o gasoline™
: Demaonstration of { Manufacture synthetic fusi] [ Manufactune synthetic fuel
Synthetic fuel 1 barreliday-scale 300 baerels/day 10 thousand bammelsiday of mane
Renewable energy
Renewable energy total power peneration capacity 26W 36W 68 GW
CCS5 (for other businesses) — — 4-10 million tons
Petrochemicals 20 thousand ton scale
Non-foss resource rabo Stort o wase gt bfoction business | 20 70 3%
Lubricants .
ph
te di Completion of demonstration | 100 thousand KL 200 thousand KL

Materials | Promote circular Recycing amount

and economy Copper smelting _

Services Recycing ratio 5% s0%

field
Final disposal ratio of waste Less than 1.0%

W 4 t mﬂm, G Avoided emissions (materials) 750 thousand tons-COze 1,500 thousand tons-COze | 2,000 thousand tons-COze
* Biofuel + Synthetic fuel
* Input ratio of green raw materials (waste-plastic-recycled oil, bienaphtha, etc.) against the production volume of products derived from naphtha cracker
* Assuming about 20-50 million tons-COze of avoided emissions (for fiscal 2040) by hydrogen and carbon-neutral fusl

Source: ENEOS Holdings, "ENEOS REPORT 2023 Integrated Report" p.33
(URL: https://www.hd.eneos.co.jp/english/ir/library/annual/, Last access date: July 30, 2024)
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Case Examples

I Panasonic Group

In addition to the emissions from its own value chain, the Panasonic Group is well regarded
for disclosing the amount of reduction contribution as Contribution Impact, and the specific
details of the reduction contribution (details can be found on other pages of the report and on
the company's website).

€Oz emissions & reductions in scopar2[l] scopea NI
our own value chain {tons) - MaTigerants leakags (PrO-ouCts in use) ownmract [ll
SNOWCESES (HUSSMAND COMOrtion contrmunion meacT I
ESCOIJEH 2 3] “CCS progucts xciding Hussmann Comsoration)
L2, 138.60 mt™ -'-nli\-'»\.C ::':;T:CI‘:T“WI - [8c3: Catt1) B'"i".ﬂ"""";fl;.“nal
ST A Calumed by the OWN 939w 12021 me EIOWEASS HUSSTIARN COporation o
4 becin fusm— IMPACT i -CCS progucts [ENCuing HUSSmann Corporation; GIP2024
10751 M | oo 551t e oty sc3catiz] Targets

i (10011 My

* ShOWCAS0S (Hussmann Comorationy

* Hot-water Reating With heat pump (AZW)
“Lighting squipmont - Biowars - PO reTIgRrators, Gic.
b ProductySaricos
-VaniRation fans by
= Bathroom ventilation dryers m_'
-Household refrigerators, 60,86 Mt
=i =
INeCr s I Sales
: 5
21,55 Mt .84 it {Compars io fiscal 2021 Minus 360 KI)
[ i
(2022 2023 2025

(26.60 M) CONTRIBUTION 37.23 Mt " CYMIOIIGH TOCAMQH0M DatIoNss for
'-- IMPACT 8 products) -;‘mlmmmu

*PROlovOILEIC power ganaration

* Hot-Water Heating with Heat Fump
Existing subject products 28 to 20) Toksl 3462 Mt Eﬁﬂ;*m

How subject products (23) Totsl 2,61 MY {Ereegy very Ventiabion [EFV) ystem,
BEMEMEMS, racucing Sociricily Usags of
alr conCIionaes tans)

Dy collng
Avoided CO: emissions for +Others (Fuel cols, Siorage Dattonss, o)
society (tons)

*2 INCIU0SS SVvOIDHd MMISSIoNS Dy repiacemont of purchasod products. (10096 Mi in FY20E, 11 Miin FY2033, & 6.3 Wi in FY2025.

Source: Panasonic Holdings, "Sustainability Data Book 2023" p.13

(URL: https://holdings.panasonic/global/corporate/sustainability/data-book.html, Last access date: July 30,
2024)
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Case Examples
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DENIES

Source: Panasonic Holdings, "Sustainability Data Book 2023" p.14

(URL: https://holdings.panasonic/global/corporate/sustainability/data-book.html, Last access date: July 30,

2024)
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Case Examples

2. Alignment with Business Strategy

(1) Management Involvement

I Kirin Group

The company discloses the non-financial metrics subject to evaluation including

environmental issues such as climate change, and that these issues are reflected in executive

compensation. It is well regarded by investors that the substantial involvement of

management is evident and that the company is committed.

remuneration and non-financial indicators, which are one of the
our Medium-Term Business Plan.
& hitpe:/ Aeww kirinholdings com/en// purpose/governance/conpensations

Kirin Group and operating companies, is shown below.
@ hitps/ A kirinholdings.com/en/impact/csv_management/ commitment’

Medlum-Term

Buslhess Plan — QLELGE] ROIC

Management [OLIREIGIEY Mormalized EPS
Targets

Indicators

Climate Change

Containers and

Environment Packaging

Water Resources

@

Incorporating non-financial KPls in performance linked remuneration
Please refer to the following for information about the relationship between executive

Our 2022-2024 CSV Commitments, which is incorporated into the management plans of the

Structure of executive remuneration

Rate of reduction in GHG emissicns
Rate of reduction in Scope 1

Recycling rate of resin for PET bottles

Water consumption rate at production sites and
breweries with high levels of water stress

Fixed remuneration Performance-linked remuneration

main management indicators in

Environment
CSV Commitment
Employes
engagement score

Mon-
financial

indicators

+ 2 emissions compared with 2019

{Short-term Incentive) MediL

m- and long-term Incentive

MCECUN £ romunaration (30%) Bonuses (30%)

Trust-type stock-based
remuneration (40%)
singleyearpsy | RsU |

& CEO
Medium-term plan
E:pr&;-grgm Trust-type steck-based
SEII'-1eIDI' éxecl.rmre Basic remuneration (38%) Bonuses (27%) remuneration (35%)
Vice President single-year PsU | Rsu_|
Medium-term plan
Other directors Trust-type stock-based I
and executive Basic remuneration (43%) Bonuses (25%) renmmetation (325
aficers single-year PsU| RsU |

Medium-term plan

Source: Kirin Holdings, "Environmental Report 2023" p.18

(URL: https://www.kirinholdings.com/en/investors/library/env_report/, Last access date: July 30, 2024)
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Case Examples

(2) Alignment with Corporate Business

I Kyuden (Kyushu Electric Power) Group

As part of its transition plan, Kyushu Electric Power has formulated its "Carbon Neutral
Vision 2050." As an action plan to achieve this, the company has set management targets
(environmental targets) and KPIs for 2030 and has been praised by investors for its concrete
roadmap to achieve carbon neutrality in a manner consistent with its business in such areas
as renewable energy and electrification.

Carbon Neutral Vision 2050

In April 2021, the Kyuden Group formulated the Kyuden Group Carbon Neutral Vision 2050, declaring its
commitment to take on the challenge of achieving carbon neufrality and strive to become a corporate group that
leads the way in Japan's decarbonization from Kyushu as an industry leader in low-carbon and carbon-free efforts.

Furthermore, we have established policies for lowering the carbon intensity of and decarbonizing energy
sources, alongside promoting electrification, in our action plan, which aims to realize these policies. The action
plan shows the path to achieving carbon neutrality, including setting 2030 management targets (environmental
targets), key performance indicators (KPIs), and the like.

We will take on the challenge of achieving net zero gresnhouse gas (GHG) emissions in our supply chains by
2050 and make significant contributions to reducing GHG emissions across society by confributing to improving
Kyushu’s rate of electrification. In doing so, we aim to achieve carbon negativity in all of the Group's business
activities as early as possible before 2050.

| The Kyuden Group’s Vision to Achieve Carbon Neutrality in Society

Reduction of supply chain GHG emissions Contribution to reduction of GHG emissions in society
Contribution o the electrfication of Kyushis, promotion of

rengwratie enngy development outside Kyushu and oversess,
02 beurpon imugh Adequate [HrEs MENBGEMEN, BT

FY
013

2030

ase)

m
X
)
3
=
o)
(]

2050 Net zero

| 2030 Management Targets (Environmental Targets) & KPIs (See lZZ3 for progress)

[Management Target (Emvironmental Tagel)] 6% reduction in supply chain GHG emissions (compared o FY2(13) - 55% reduction for

Positicring renewable energy 2= a main power souce  Renewable enargy developad: 5,000 MW (Japan and overssas)
KPI o Achizve the banchmark index for the Enengy Conservation Act
Decarbonization of thermal powar
Establsh technology toward co-finng of 1% hydrogan / 20% ammonsa

[Management Target (Environmental Target}] Contribution o improving Kyushu's rate of elecirification (howsehald : 70%; commarcial : 60%)

Hausehald Incramantal electricity: 1,500 GWh (2021-2030 total)
KPl  Commercial Incremental electricity: 1,600 GWh (2021-2030 total)
Transpaortation Comversion of companry cars to 100% EVs (excluding spacial-purposa vehicles)

For details on the Carbon Neutral Vision 2050 (inchuding action plan), pleass vist the following pags:
Intitpes:{wearw_kyudian.co.jp/english_indes.fitml  Home = For investors = Information on our Sustainability initiztives > Carbon Newtral Vision 2050

Source: Kyushu Electric Power, "Integrated Report 2023" p.8

(URL: https://www.kyuden.co.jp/english ir_library Integratedreport 2023.html, Last access date: July 30,
2024)
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Inits integrated report, opportunities in the company's business portfolio are also disclosed,
and the relationship with the management plan is deemed as easy to understand. In addition,
the report also mentions that the company aims to achieve a 100% electrification rate in the
Kyushu region by 2050 through its efforts, highlighting its contribution to the target of society
as a whole.

Promotion of Electrification

Combining environmentally friendly energy with the resources of the Kyuden Group, we will take
on the challenge of maximizing electrification, especially in the Kyushu area where the potential for
electrification is great, helping reduce greenhouse gas (GHG) emissions throughout society.

| Household and Commercial Sectors

In the household sector, we are promoting the fransition to all- ™ Cumulative number of all-electric homes in Kyushu
electric homes through more events and mass marketing that =~ /j="™ =0 B Cumuitivs numbar of 2l akeckic houses vz
convey the advantages of going fully electric, and engaging in =~ 12 - m i
sales activities that seize upon various opportunities. 1o

In terms of climate-control and hot water supply systems e
for the commercial sector, we offer high-efficiency heat pump "
systems optimized for use in our customers’ facilities. We are 41

! 5 2016 2007 2

also promoting the adoption of electric facilities in kitchens
by extensively publicizing the advantages of electric kitchen
systems in terms of ease of use, hygiene, and economy.

Through these initiatives, we aim for a 100% electrification  Hgusehoid
sector  Commercial 70,

21 Contributing to the electrification rate of Kyushu

15 [ 16
[wm [wm 100%  100%

rate in Kyushu by 2050, and we will contribute to reaching 58% seu Q
70% in the household sector and 60% in the commercial l‘ g Q
sector by 2030. In achieving this goal, we are aiming for total o 8
incremental increases in power consumption of 1.5 TWh in 2013 2030 2050 §

Note: Figures in parentheses indicate incremental
the household sector and 1.6 TWh in the commercial sector increase of electricity (2021-2030 total)

between 2021 and 2030.

Sector FY2022 Cumulative (from FY2021)
Incremental Increase
Perf Household 0.12 TWh 0.25 TWh
Commercial 0.1 TWh 0.21 TWh

Source: Kyushu Electric Power, "Integrated Report 2023" p.47
(URL: https://www.kyuden.co.jp/english _ir_library Integratedreport 2023.html, Last access date: July 30,
2024)
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I ENEOS Group

The company quantifies and discloses the investment capital required for the transition
according to business areas and timeframe. This disclosure of investment capital shows the
company-wide stance on measures for transition and is well regarded by investors as being
easy to understand the relationship with its business.

| Scale of Investment Capital and Profits in the Long-Term Vision by Business Area
W Materials [ Fossi Fuels W Decarbonized EMEOQS Platform
Inwestment capital' (Trion yer) 1 .31
1 Froactive inrestment compased to FY2025
- 4 in of
ENEOS Patiom “'_‘_::'P;‘f_:‘h
Materials —
On-balance Decarbonized —
(Tangible) =
3 Streambine and
et execule Efrrhrt
Input i AN
Fr202s Fy2030 FY20o40
Oifbalance  Human resources e Technology g Alliances with Utilization of
(Intangible)  creating tomomow development partners support systems
Pioneer Advantage
Fr2uzs
Y200 Y2040
HOIC ROIC
5% ™
et ineorne ket poome
Output %400 be ¥50ka
m
b4 [ y
M@
3 % Ratio of owerseas business 50% 45% 45%
E [0 (ENEOS) (20%) (20%) (25%)
M
0] 1 Fixed asset balance by business + working capital of inventory, etc.
2 Including incubation businesses. The target for FY2025 is 7% or higher excluding the incubation businesses.
3 Net income attributable to owners of the parent

Source: ENEOS Holdings, "ENEOS REPORT 2023 ESG DATA BOOK" p.64
(URL: https://www.hd.eneos.co.jp/english/esgdb/, Last access date: July 30, 2024)
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I Tokyu Fudosan Holdings Group

Disclosures by the Tokyu Fudosan Holdings has been well regarded by investors for the
alignment of its decarbonization goals with its business strategy, such as by disclosing both
CO2 emissions and profits, linking its investment plans for the renewable energy business with
its profit plans, and showing these along with its financing instruments (ESG bonds).

[Tokyu Fudosan Holdings' Roadmap towards Realization of Decarbonized Society)

[Emissions: Ten thousand t-COy] [Profit: Billion yen]

210 = = »
180 M / B Concrete reduction measures with a
i b 7 view to 2025
1500 Zz Achieve RE100
. 77 Promote ZER/ZEH at buildings
120 1104 ,‘:2_?: :? j%/ ::.:m:::&mr
0 s - /’/J%f ®  Concrete reduction measures with a
72 7 lew to 2030
- 565 ;'0 % % R:mrme environment-Telated busingss
% / ; / = Expand renewable energy business
%’ % % mCpeerating profit = Engage in people- and environmaent-
0 % / 55% Mt profi friendly urban development
% % /f’é (Profi al-_n:nbw :
, 7 o
[FY] 205 200 20 ma2 .

025 000
[Target) (Target) (Target)
Schaduled amownt of total mvvestment 1000 billics yen (FYI001-FV2025)

Source: Tokyu Fudosan Holdings, "Transition Plan toward Decarbonized Society" p.10

(URL: https://tokyu-fudosan-hd-csr.disclosure.site/en/environment/transition-plan, Last access date: July 30,
2024)
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is among the highest in Japan, will be promoted.

Long-term stable power supply initiatives

Taotal amount of investment in renewable energy business: Approx.
240 billion yen
(5~year period between FY2021-2025)

= The group implements a renawable energy business as a strategic investment business. Further expansion of power generation capacity. which

Profit plan based on facilities secured and total amount of
investment

[As of end of March 31, 2023] Rated capacity'®: 1 577TMW

« Facilities in operation: 85 {59 solar power!5 wind power/1 biomass)

= Facilities in development; 23 {12 solar power/T wind power/4 biomass)
*Separate rooflop businesses: 1 (Rooftop solar power aggregated as 1 business)

[MGrass prof. Hasdred milion
'.Inmu':.::-lnﬁ Hundred ol
4500 e
— it O Mot SR i b oy
Target for FY2025 rated capacity: 2.1 GW™ i Tooliing fealonn pueriicuiion
(Equivalent to 2 nuclear power plants™?) ’ i Pl $10m grmer sabes grons. prof]
3,000 | 2758
= Entenng new power generation projects 2,500 + o
Expanding power generation such as offshore wind power 1,588
sources * Implementing of solar sharing saee ]
= Expanding non-FIT businesses
1411 1
Expanding electric power retail business 1500 |

domain
Promoting local generation and 1508 |
consumption of elecinc power

s
{building micro-grids, elc.) I
wy "

Utilizing renewable energy

: I'.a"'”‘::_"" °°:r°“"‘;" . Policy necommendations [REASP™] ol mm :
relationships and developing Community coexstence [FOURE™] 2018 2019 2020 2021 2022 2023 2024
systems Fn (Forscant)  (Target)

*5 3 Before calculation of equity share (including projects under development)
| For details, see Briefing Materials on F¥ 2022 Financial Results >

*1: Before calculation of equity share 2 Power generaled per station caliculated as 1GW

3 General INCOMOraed ASSOMCH 1o the PIOMOlion of Long-Tenm Stable Power Supply fom
Renewabie Energies

*4: General incorporaled Associabion for Renewable Enengy Community Revitalization

Source: Tokyu Fudosan Holdings, "Transition Plan toward Decarbonized Society" p.12
(URL: https://tokyu-fudosan-hd-csr.disclosure.site/en/environment/transition-plan, Last access date: July 30,

2024)
Measures Aimed at Realizing a Decarbonized Society Soemanee S
-Policy on Financing- manapamert |10 fagets

L] For us to set our sights on new business opportunities and strive for decarbonization through our businesses, financing from outside the
group is imperative. To widely disseminate and promote the group's efforts aimed at climate change and other ESG and bolster both the
creation of stable investment opportunities for bond investors and engagement, we formulated the WE ARE GREEN bond palicy as our
basic policy for ESG bond issuance in FY2021.

L] The use of funds from ESG bonds is in line with the themes of our efforts to create value (materialities) established in our GROUP VISION

2030, the Group's long-term vision. We aim 1o elevate the ratio of ESG bonds to our bond issuance balance to 50% or more by the end of
FY2025 and to 70% or more by the end of FY2030.

ase)

m
X
)
3
=
o)
n

Movements in ratio of ESG bonds

100%
80x | | o
20 5% 21 nf75% -
Rise in ratio of ESG bonds G
60% ;
through ongoing issuance I :
40% v ‘ i -
10 % i
0%

End of Maneh 2020 W ESGbonds g Mon-ESG bonds  End of March 2023 Ena af Mareh 2026 End of Mareh 2031

Source: Tokyu Fudosan Holdings, "Transition Plan toward Decarbonized Society" p.13
(URL: https://tokyu-fudosan-hd-csr.disclosure.site/en/environment/transition-plan, Last access date: July 30,
2024)
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| AGC Group

The company discloses the roadmap for technologies to reduce GHG emissions in float glass
melting furnaces, which emit the largest amount of GHG in the glass production process, and
is well regarded by investors for promoting understanding of technology transformation in the
course of transition.

MTechnology readmap and progress in reducing GHG emissions from float glass furnaces
2019 2023 2030

Toward carbon-neutral glass

Fuel conversion producticn, combining and
m M:’“m ”"'i“‘*ﬁ""'::‘l‘:‘:;ri;m optimizing each element
automotive glass) o technology, etx. ® Electrification
Oygen ® Energy saving
s ® Clean fuel
mmur:nuﬁces ® Carbon recycling

?:dﬁhnumﬂmn:h&nﬂ ® Cullet recycling

(Displays, etc.) Installation of electric booster*?

@Fuel conversion rate 92% (calculated as the total heat generated by natural gas for all furnaces in 2023 / natural gas heat value + heavy ol heat value)
@Ammonla combustion: Successful demonstration test
Progress in ®Hydrogen combustion: Successful demonstration test
2023 @Hybrid furnace of electricity and oxygen combustion:
Start of joint research with Salnt-Gobain (2nd half of 2024 onward)
@Carbon recycling: Start of consideration on production and sale of environmentally recyclable methanol
@ Cullet recycling: Successful demonstration test of glass recycling for solar panels

*1 Electrical adliary heating  *2 Amemonia, hydrogen, etc. *3 Energy scurces are provided by a combination of electricity and fuel

Source: AGC, "AGC Integrated Report 2024" p.66
(URL: https://www.agc.com/en/sustainability/book/, Last access date: July 30, 2024)

so|dwex3
ased

49


https://www.agc.com/en/sustainability/book/

Case Examples

I Omron

Omron's integrated report provides details on the specific process of scenario analysis that
forms the basis of the transition plan, and is well regarded by investors as being easy to
understand in its relationship with the management plan.

m
X
)
3
=
o)
(]

ase)

<Scenanio Analysis Steps>

Step 1: Identify corporate risks and opportunities

@ The Susiainability Office collected opinicns from cutside experts, set Up projects with each business
company, and implamented TCRD scorario analysis

& M- and long-ierm risks posed by chmabe changs wens dentified and soried s ransition or physical nsks

® For UBNSION fisks, SOPOMUNTES 167 Mediuams- 10 lng-1enm growth wena mentifiad in categalies of
policy, laws and reguistions; markits: Technalogy: and reputation lcustonmer and irvastor reptitsion)

@ For physical risks, risk analysis was also carried out for production i%es, incorparating cbig<tive
WisWDOInts from outsich anabysts

Step 4: Investigated response measures

W INCOrpOraed MiaLifed RSKS NGO INDBORETI NSk MANBJMTMNNT LN & COMMaN o
framenwork for consistency and began monitaring thrcughout sntire walue chain

® Rofigcind idontified opportunitigs in madium- and long-term management plang and businass
strategies

Response measures
< Changes in busingss modes
+ Changes in portioho
+ Irvestmeont in capacityechroiogios

+ Promote energy consenation/renewable enangy
+ Strangthen resliency throwgh BCPs
+ Densiopmant of new products and services, Sic

Step 2: Select scenario and define worldview

& Selected and anahyzed scenanios based on whether progress is (152 scenancl of s not
4°C seonania) mede on public chimate changs measures

@ For the seleciad $oenanio, used obiectve outsice data 1o defing worldviaw {such &s changes
in customer demand, e1c. for OMRON'S operations and businesses due o policy, legal,
roaguistory, rarkst, tachralogy and athr trands)

& Tha Sustanabdity Office and ndnadudl DUSINGss comMpangs dacussed Madium- and
long-term countarmeasures and busingss strateges basod on the abowe worldvigny,
BESCANBINING Mmadum- and ng1erm Fends n the BUSNESS eMionmant

Transition risks Physical risks Qpponunitios
+ G;Gqfwnmn‘l polcy, lws and regulations - i e 4'C sconario 1E2°C sconario
o Nges N markats o Boute o 12, Servicos,
+ Changes in lechnalogy + Chranic and Markots « IPCORCPAS « IPCC/ACP28
« Fopustaticas risks + IEATSTEPS o+ |EASDS (partially IEAINZE)

Step 3: Evaluate impact on business

® Envisiorasd 8 2000 scanario bised on th igenlifsd eoporunitiosiisks and dafingd
worktvigw, and calculated financial impact
@ Classifisd fiancial impacts basad on thresholds, calculating profability 1o identity Sfeas
of response and lewvels of prionty for medum- and long-term management plans
Busingss impacis
o+ Iwesimant costs + BUSINGss SIOppages dus 1o natuwal disaslars, aac.
+ Busnoss costs

« Profitabdity
+ Valug chain

Source: Omron, "Integrated Report 2023" p.88
(URL: https://www.omron.com/global/en/integrated

report/, Last access date: July 30, 2024)
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Furthermore, in the explanatory materials for the long-term vision and medium-term
management plan, GHG reduction and the details of the initiatives is presented in a waterfall
chart, and is well regarded for its ease of understanding of the transition plan's position in the

growth strategy.

Target 68% reduction of GHG emissions by FY2024. Aim to achieve carbon zero
at domestic locations. Lead efforts to achieve carbon neutrality for society as a whole;
leverage into product competitiveness
GHG Emissions Track Record and Targets Objectives and Initiatives
(Unit: kt-C02)
. *
250 Achieve carbon zero at all
Increas | .| 76 locations
asr::ziui Vs Domestic Expanding energy savings/generation
of sales Reduction b Leverage J Credits accumulated by SSB's
growth Initiatives FY16 energy business
-68%
124 0 gy M .
----- 80 Expand energy savings/
————— generation at all locations
Global - Upgrade energy-saving facilities at
production plants
- Add new on-site solar power generation
facilities, etc
FY2016 FY2020 FY2024
Actual Actual Target
(Base line) . . . .
* Targeting GHG emissions resulting from in-house use of electric power (Scope 2):
13 production bases, 63 non-production bases (HQ, R&D, Sales)

Source: Omron, "Long-Term Group Vision SF2030 Medium-Term Management Plan SF 1st Stage Investor
Briefing" p.48

(URL: https://www.omron.com/global/en/ir/irlib/sf info/, Last access date: July 30, 2024)

*The targets for FY2024 GHG emissions (Scope 1 and 2) were revised in May 2024, and the revised targets are

shown in the above figure.

The disclosure of the revised targets and initiatives for its transition plan for Scope 3
Category 11, which is important for an electrical equipment manufacturer, is also highly

regarded.

Set FY2030 target for Scope 3 Category 11. Aim for 18% reduction compared to FY2016.
To achieve this, implement energy-saving designs and other measures
for new products in each business at 1st Stage

GHG Emissions: Track Record and Target

Major Initiatives

(Unit: kt-CO;)  Increase

ai,f 5:2:“ Reduction products that support the realization
growth initiatives of innovative-Automation
Development and adoption of power
8117 e - 4,800 V_SIF;;%G‘ consumption reduction technology
z | for new BPM products
1 6,600

Power-saving design in new

«Promotion of the replacement with low power
consumption products
*Development and sales of energy-saving products

Provision of products that contribute to
energy savings in customer products

(Mo standby power consumption, low power
consumption, compact and lightweight)

UPS, which account for 2/3 of emissions:
SSB

FY2016 Actual
(Base line)

FY2030
Target

Source: Omron, "Long-Term Group Vision SF2030 Medium-Term Management Plan SF 1st Stage Investor

Briefing" p.49

(URL: https://www.omron.com/global/en/ir/irlib/sf info/, Last access date: July 30, 2024)
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Case Examples

I ITOCHU Corporation

With regard to transition risk and physical risk, ITOCHU Corporation has described the
business transition for which these are the main issues, and has also formulated a financial
plan based on the business transition plan. It contains descriptions on governance and
explanations on financial strategy such as the issuance of SDGs bonds and has been
appreciated by investors as useful information to understand the approach of formulating
transition plans.

Financial Strategy

The Division Company Management Committee (DMC) conducts annual reviews of business risks and opportunities,
including those related to climate change. Each DMC examines business transition plans, and then drafts annual financial
plans. The annual financial plans for each company are presented for approval to the HMC, the executive body, and the
Board of Directors, the supervisory body, before final approval by the Board of Directors. This final approval is subject to
a comprehensive analysis and deliberations from an ESG perspective, including matters related to climate change. In
order to facilitate a financial strategy based on our transition plan, we have developed a financing plan that limits the use

of funds to projects that contribute to the SDGs.
1. SDGs Bond

In March 2021, ITOCHU issued SDGs Bond (Sustainability Bond totaling US$500 million), which was allocated towards
capital expenditures, manufacturing, R&D-related investments and procurement costs in climate-related subjects as
well as R&D-related investments in procurement of certified food ingredients and costs of utilization of food residuals

related to sustainable food systems like those indicated below:

* Efforts to reduce greenhouse gas emissions: Renewable Energy (generation and storage)
» Efforts to reduce greenhouse gas emissions in FamilyMart

» Sustainable Food System: Expanding procurement of certified food ingredients and utilization of food residuals
2. Green Loan

In September 2023, ITOCHU entered into the green loan agreement with Sumitomo Mitsui Trust Bank, Limited. The

green loan will be used for our qualified projects (renewable energy power generation projects, energy from waste

ase)

projects, and projects for the circular economy).

m
X
)
3
=
o)
(]

Reference: Sustainable Finance

We confirmed that implementing these types of transition plans and financial strategy will enable us to maintain resilient
business operations, even in over the medium- and long-term, for Group businesses, products, and services. Beyond the
scope of applicability to this scenario analysis, ITOCHU is engaged in diverse business activities in various regions. Those
business activities are also impacted by climate change. However, at this point of time, we have determined that the

impact on Group overall earnings caused by risks associated with each individual business activity would be limited.

To confirm the impact of climate change on overall Group business, we will continue to conduct analyses of both
transition and physical risks. We will further identify and organize fields susceptible to significant impact and evaluate
response policies based on an order of priority given to areas requiring a response.

Source: Itochu Corporation, "Climate Change (Information Disclosure Based on TCFD Recommendations)"
(URL: https://www.itochu.co.jp/en/csr/environment/climate change/index.html, Last access date: July 30,
2024)
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Case Examples

(3) Business De

scription

I JR East (East Japan Railway) Group

This report presents the company's energy flow and the CO2 emission sources resulting
from itin an easy-to-understand format and has been well regarded as a reference for investors

when evaluating various measures and issues for the transition.

JR East Energy Flow Map

office air-conditioning.

This shows the flow of energy at the company from input to consumption. Power supplied by our own power plants and electric companies is used
for train operation, station, office ighting, and air-conditioning. Diesel fuel and kerosene, etc. are also used to operate diesel trains, stations, and

Inputs

Natural gas/
city gas

Fossil fuels,
etc.

Source of electricity

Energy consumption

Electricity: 5.61 billion kWh 53.0 billion MJ

Head office, branch office buildings, etc. -
0.07 bilkon k¥Wh {0.03 milkon t-COx) of Enongy
ftactories,atc.)

Conwentional line

operation”
2 51 bilkon kKWh {0.91 milion t-COx)

Act on the 4.82 billion KIAT

Diesel fuel,
kerosena,

Shinkansen operation Rational Use
1.19 bilkon kWh {0.44 milion t-C0x) ol Energy

Stations, roling stock centers.
(.85 bilkon kWh {0.31 milkon t-COx)

Head office, branch office buildings, etc.
7 thousand kL {001 milion t-C0x)

Conventional line operation”

heavy ail A,
city gas, etc.

23 thousand kL (0,06 milkon t-C0x) jonal Us e
Stations, roling stock centers

36 thousand kL (0.08 milion t-COx)

* Including BRT (Bus Rapd Transit)

Source: East Japan Railway Company, "Integrated Report 2023" p.86 (Figures are for FY2022)
(URL: https://www.jreast.co.jp/e/environment/, Last access date: July 30, 2024)
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Case Examples

I Asahi Group

The company discloses scenario analyses of key raw materials and calculates its cost impact,
which are prerequisites for analyzing the company's business. Investors regard highly the
identification of items such as capital allocation and scale.

Forecast for Price of Coffee Experimental Calculations of Financial Impact in 2050
{Dollars/kilograrm) [ average price under the scenaric (2) Item Seenario (2)
& Mfést price under .
thescenario (1) o {ﬁ% Palm oil 20 million yen
n /"\“'f\\ P}\ r/ ‘l'- ,,m“* “"";,,,',;-_.-5* ‘ Cocoa -60 million yen
3 kwfray price if (LE*C maintained ]—
Pas.t lasnlls #—— Future outlook —— ﬁ Soybean 4 million yen
0 1971 2020 2030 2050
% Barley 400 million yen
Forecast for Price of Corn
_- Average price under thc_scenunu::} ﬁ Sugar -24 billion yen
[Centsiushel)
age price under
500 the scenario (1)
A
600 /J ‘l\ e
Loblbis :-t-ro-u\npn-o-n-n-of e Estimatiun Methods
/\_M NJ\I\\NJ '3", 5% Basis for calculation of amount: We extracted fluctuation
[ Average price i 0.6°C maintained |
w7 v factors (balance of production and consumption, GDP
Past results &— Future outhook —3 [ P ) _ P ! _
o 1971 2020 2030 2050 per capita, market price n the previous year, input ratio
for ethanol raw materials [for corn only]) from past price
Forecast for Price of Barley trends and derived a formula that reproduces past prices
(Dotlars/ton) using regression analysis. We plugged in the predicted
400 Past results &— Future outlook ——3 values of future production and consumption volumes,
0 Average price under || Average price under | GDP per capita, and input ratio of ethanol raw materials
the scenario (1) | |  the scenario (2) | . P N
- I (for corn only) to estimate the future prices.
o Pal /V \ " | * Calculated based onthe average temperature rise for each year in each
W Average price if 0.6°C mainained scenario. Due to limitations in weather forecasting, predictions cannot be
5 made for sudden changes in agricultural product yield or procurement costs
197 00 2030 2050 caused by extreme events (temperature rises of changes in precipitation)
accurting over a short period of time, The Asahi Group conducts risk
management and stratepgy fermulation based on calculation results with this
Q nmand,
n
()

Source: Asahi Group Holdings, "Asahi Group Sustainability Report June 2024" p.168
(URL: https://www.asahigroup-holdings.com/en/sustainability/library/, Last access date: July 30, 2024)
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Case Examples

3. Reaching out to Others

(1) Working with Stakeholders

I Asahi Group

The disclosure conveys the importance of the company's engagement towards its value

chain including suppliers and logistics by disclosing their relative proportion of CO2 emissions,

and has been regarded by investors as helpful.

F
¥7
r"-;‘é&

Ingredient
Material

Sales

6%

-

Ratios of CO:z Emissions across Our Value Chain

63%

2z A 11%
—
fd—w ) 12%

Communication and Engagement
with Suppliers

+ Partnering with agricultural producers

* Strengthening engagement

Reducing the Weight of Packaging

Introduction of Eco-friendly/

Energy- Saving Equipment

» Copeneration systems

= Anaerobic wastewater treatment plants

* Implementation of energy-efficient lighting solutions. in
manufacturing and distribution sites

» Utilization of solar thermal collectors

Development of New Clean Energy Models

+ Trial operation of system to generate power from
biomethane-gas-powered fuel cells

* Demonstrative testing of technology for storing solar
electricity

Joint Logistics with Other Firms

* Joint distribution with other firms

# Joint collection of beer pallets

* Modal shift

» Demonstration of fuel cell trucks’ running performance

Energy Conservation Measures for
Vending Machines

* Rollout of heat-pump vending machines

» COz-absorbing Vending Machine

Asahi Group Initiatives

Designing Packaging that Reduces
Environmental Impacts

= Recycled aluminum cans

* Recycled PET bottles (bottle to bottle)

» Label-free products

Continued Pursuit of "Beyond

Carbon Neutral”

» Demonstrative testing of experimental CO:
separation and recovery equipment

» Demonstrative testing of methanation

» Participation inthe Japan Hydrogen
Association

* Support for Public Policies

Utilization of Green Power

* Utilization in brewing/beer
praduct manufacturing

* Utilizing Tradable Green Certificates

* Building a Circular Energy Network Linking
Local Companies and Communities

Using Renewable Energy

Source: Asahi Group Holdings, "Asahi Group Sustainability Report June 2024" p.134
(URL: https://www.asahigroup-holdings.com/en/sustainability/library/, Last access date: July 30, 2024)
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Case Examples

I National Australia Bank

As a financial institution, the bank’s report is valued by investors for explaining engagement

initiatives (assessment of transition maturity) to facilitate transition of loan recipients.

Supporting customers with their
transition plans

Understanding customers' transition maturity

We are building on our efforts to support the economy’s
largest businesses with their climate transition. Considerable
capital is required to help customers decarbonise, and this
represents a significant opportunity.

In 2023, NAB completed its work to assess the transition
maturity for 100 of our largest GHG-emitting customers using
a Transition Maturity Diagnostic (the “Diagnostic™), building on
the work commenced in 2021.

The Diagnostic was designed with reference to global
frameworks such as the Transition Pathway Initiative, a
global asset owners initiative which assesses companies’
preparedness to transition to a low-carbon economy. The
work enabled NAB to form a view on the transition maturity

Education and Research

WBand 1 - Acknowledgement of climate change as a business issue
Band 3- Integration into operationalisation and decision making

of the assessed high emitting customers and to build our
understanding of the transition maturity of different sectors
across the economy.

Key findings

The work shows that 71% of the customers assessed are rated
relatively transition mature against the Diagnostic, scoring in
the top two bands of the Diagnostic's transition maturity scale.
In addition, 100% acknowledge climate change as a business
issue while 72% are reporting or have committed to report
under the TCFD framework, and 67% have set a goal to be net
zero by 2050 or sooner.

Drawing on this initial exercise, NAB has prioritised embedding
criteria in decision-making for customers in sectors where
NAB has set decarbonisation targets. Refer to Metrics and
targets on page 40 for details on how these decarbonisation
targets are being operationalised.

Figure 2: Transition maturity of 100 of our largest emitting customers by sector!’

14%

Transport and Supporting Infrastructure 8% 31% 31% -IE_
Resource Extraction and Services 20%
Wholesale and Retail Trade 67% a3 |
Manufacturing 29% [ 3% |

Electricity, Gas and Water Supply 47% | 16% |
Mining and Associated Trade 30%

Property, Construction and Services 6%

M Band 2 - Building capacity
M Band 4 - Strategic assessment

(1) The Diagnostic assists in the classification of transition maturity in the following bands: 0 - Unaware of (or not acknowledging) climate change as a business issue, 1
Acknowledgement of climate change as a business issue, 2 - Building capacity, 3 - Integration into operational decision making, 4 - Strategic assessment. Note, no
clients were assessed at the ‘0’ level of maturity. Percentage breakdown per sector may not sum to 100 due to rounding

Source: National Australia Bank, "Climate Report 2023" p.12
(URL: https://www.nab.com.au/about-us/shareholder-centre/financial-disclosures-and-reporting/annual-

reporting-suite, Last access date: July 30, 2024)
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Disclaimer: The inclusion of case examples does not guarantee that the recommended
disclosure of transition plans is fully met.
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Appendix

Appendix 1: TCFD Consortium Planning Committee Members and TCFD Consortium

Members

(1) Member of the TCFD Consortium Steering Committee

*In alphabetical order
[Chair]

Kunio Ito Director of Hitotsubashi CFO Education and Research Center

[Steering Committee member]

Takao Aiba Project General Manager, Environment Affairs and Engineering
Management Div., Carbon Neutral Engineering Development
Center, Toyota Motor Corporation

Takashi Furukawa Senior Chief, Responsible Care Dept., SUMITOMO CHEMICAL Co.,
Ltd.

Yasunori Iwanaga Chief Responsible Investment Officer, Amundi Japan Ltd.

Masaaki Izumiyama Executive Counselor, General Manager, Head of Environmental

Planning Div., Nippon Steel Corporation
Masayuki Matsuyama  Senior Economist (D.B.A), Development Bank of Japan Inc.
Masaaki Nagamura Fellow International Initiatives, Tokio Marine Holdings, Inc.

Sohei Nagata Manager, Government Relations Department, Meijiyasuda Life
Insurance Company

Kenji Shima Senior Vice President, Senior Sustainability Expert, Sustainability
Planning Department, Sumitomo Mitsui Banking Corporation

Kyoko Shoji General Manager, Sustainability Department, Mitsubishi
Corporation

Hiroyuki Takahashi General Manager, ESG Office, Tokyo Electric Power Company
Holdings, Inc.

Kazunori Takahashi Senior Advisor, Sustainability Promotion Division, Hitachi, Ltd.

Gosuke Tateno Manager, ESG Division, Kao Corporation

Toru Terasawa Executive ESG Advisor, Investment Div., Asset Management One
Co., Ltd.

Hiroyuki Tezuka Fellow, JFE Steel Corporation

(Note) Affiliation and position as of July 26, 2024.

(2) Number of TCFD Consortium members
870 organizations (as of July 31, 2024)
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Appendix 2: Reference

ACT, 2019, Assessing low Carbon Transition Framework

Agency for Natural Resources and Energy, 2023, Energy White Paper 2023

BP, 2023, BP Energy Outlook 2023

CA100+, 2023, Net Zero Company Benchmark Disclosure Framework Assessment
Methodology V2.0

CDP, 2023, Technical Note: Reporting on Climate Transition Plans

Financial Services Agency, 2019, Principles Regarding the Disclosure of Narrative Information

Financial Services Agency, the Ministry of Economy, Trade and Industry, the Ministry of the

Environment, 2021, Basic Guidelines on Climate Transition Finance
Financial Services Agency, Ministry of Economy, Trade and Industry, Ministry of the
Environment, 2023, "Follow-up Guidance on Transition Finance: Toward Better Dialogue with

Fundraisers" (In Japanese)

GFANZ, 2022, Financial Institution Net-zero Transition Plans: Fundamentals,

Recommendations, and Guidance

GFANZ, 2022, Expectations for Real-economy Transition Plans

A. Gruebler, C. Wilson, N. Bento, B. Boza-Kiss, V. Krey, et al., 2018, A Low Energy Demand
Scenario for Meeting the 1.5°C Target and Sustainable Development Goals without Negative

Emissions (Online LED DB)

GX League, 2023, Guidance on initiatives required of GX League member companies (in
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Japanese)

IEA, 2023, World Energy Outlook 2023

IFRS Foundation, 2023, IFRS S1 (General Requirements)

IFRS Foundation, 2023, IFRS S2 (Climate-related Disclosures)
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Ministry of Economy, Trade and Industry, 2022, Guidance for Integrated Corporate Disclosure
and Company-Investor Dialogue for Collaborative Value Creation 2.0 (Guidance for
Collaborative Value Creation 2.0

Shell, 2023, Shell Energy Security Scenarios

Sustainability Standards Board of Japan, 2024, Exposure Draft, Climate-related Disclosure

Standards (in Japanese)

TCFD, 2017, Final Report: Recommendations of the Task Force on Climate-related Financial
Disclosures, June 29, 2017

TCFD, 2021, Implementing the Recommendations of the Task Force on Climate-related

Financial Disclosures
TCFD, 2021, Guidance on Metrics, Targets, and Transition Plans

TCFD Consortium, 2021, Guidance for Utilizing-Climate-related Information to Promote

Green Investment 2.0 (Green Investment Guidance 2.0)

TCFD Consortium, 2022, Guidance on Climate-related Financial Disclosure 3.0 (TCFD
Guidance 3.0).

Tokyo Stock Exchange Inc., 2021, Japan’s Corporate Governance Code - Seeking Sustainable

Corporate Growth and Increased Corporate Value over the Mid- to Long-Term -
TPI, 2021, TPI's methodology report: Management Quality and Carbon Performance,

TPT, 2023, TPT Disclosure Framework
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