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DNV Pre Issuance Verification Report_r1
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JRTT Sustainability Finance
DNV Post Issuance Verification and Periodical Review (3rd)

November 2021

JRTT Sustainability Finance
DNV Post Issuance Verification and Periodical Review (4th)

October 2022
(This report)

JRTT Sustainability Finance
DNV Post Issuance Verification and Periodical Review (5th)
- Allocation Status
Of the funds raised in FY2021, 55.05 billion yen was unallocated, and 10.55 billion yen
FY2023 is to be newly allocated in FY2022, reducing the unallocated amount to 15.79 billion
(This Report) yen as of the end of FY2022.
Allocate funds raised in FY2022 (80 billion yen in sustainability bonds, 21.48 billion yen
in sustainability loans) as planned
- Environmental improvement effect: Confirmation of CO, emissions per volume of transport

through low-carbon transport

Disclaimer

Our assessment relies on the premise that the data and information provided by Fundraiser to us as part of our review procedures have been provided in good
faith. Because of the selected nature (sampling) and other inherent limitation of both procedures and systems of internal control, there remains the unavoidable
risk that errors or irregularities, possibly significant, may not have been detected. Limited depth of evidence gathering including inquiry and analytical procedures
and limited sampling at lower levels in the organization were applied as per scope of work. DNV expressly disclaims any liability or co-responsibility for any
decision a person or an entity may make based on this Statement.

Statement of Competence and Independence

DNV applies its own management standards and compliance policies for quality control, in accordance with ISO/IEC 17021:2011 - Conformity Assessment
Requirements for bodies providing audit and certification of management systems, and accordingly maintains a comprehensive system of quality control, including
documented policies and procedures regarding compliance with ethical requirements, professional standards and applicable legal and regulatory requirements. We
have complied with the DNV Code of Conductl during the assessment and maintain independence where required by relevant ethical requirements. This
engagement work was carried out by an independent team of sustainability assurance professionals. DNV was not involved in the preparation of statements or

data included in the Framework except for this Statement. DNV maintains complete impartiality toward stakeholders interviewed during the assessment process.

1 DNV Code of Conduct is available from DNV website (www.DNV.com)
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Scope and Objectives:

Japan Railway Construction, Transport and Technology Agency (hereinafter, “JRTT”) is an
incorporated administrative agency and fully invested by government. JRTT is only one
incorporated administrative agency who develops and supports transportation networks
through railway and ship assets. Its organization is divided into the following five accounts:
Construction Account, Maritime Account, Local public transportation Account, Subsidy
Account, and Special Operation Account; moreover, this organization has the following five
businesses units: Railway construction, Joint Ownership Coastal Shipbuilding, Local Public
Transportation Investment etc., Railway Development Subsidy, and Japanese National
Railways Settlement Administration,.

JRTT determined the basic philosophy indicated below to achieve the goals prescribed in
Japan Railway Construction, Transport and Technology Agency Act. Furthermore, JRTT has
formulated the environmental consideration policy as “Basic Environmental Policy”
(determined on 27 Aug. 2013) and “Environmental Action Plan" (formulated on 1 Apr.
2018), and executed the specific commitment to reduce the environmental load for its
business activities.

[JRTT’s Basic Philosophy]
Contribute to Build Tomorrow's Transportation Networks.

- We contribute to building safe, secure, eco-friendly transportation networks.

- Our transportation network building helps improve people’s lives and further develop
economies and societies.

- In the course of building transportation networks, we use our reliable technical
capacity, abundant experience, and advanced expertise to the fullest.

The Promotion for the business of Railway Construction and Joint Ownership Shipbuilding
through this Sustainability Finance issuance contributes the solution for environmental issues
and the social benefits. These activities also contribute the SDGs goals set by the United
Nations. Moreover, DNV has confirmed that JRTT captured and linked the relationship widely
between SDGs goals and each business of overall organization. The outline of Green
(Environmental) / Social Benefit and Contribution to SDGs is described in the following table.
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Project

portfolio

Green
(Environmental)

Table-1 JRTT Sustainability Finance for Environmental/Social Benefits and Contribution to SDGs*

Social Benefit

Linkage/Contribution to SDGs

Benefit
No.01 Eligible Category: Eligible Category: -Goal 3: Good Health and Well-being
Railway Clean Transportation - Essential and -Goal 7: Affordable and Clean Energy
Construction N . . -Goal 8: Decent Work and Economic Growth
- Mitigation of imperative .
) . -Goal 9: Industry, Innovation and
environmental load transportation
_ Infrastructure
(Greenhouse gas infrastructure -Goal 11: Sustainable Cities and Communities
emission reduction Maintenance -Goal 12: Responsible Consumption and
etc. ) - Low cost and easy Production
access for various -Goal 13: Climate Action
customers -Goal 15: Life on Land
e I Ol 8 oo [ 9 Mok g 1 Seadnie
12 Sosuwenn [ 13 Shoi
ANDPRODUCTION
No.02 Eligible Category: Eligible Category: -Goal 8: Decent Work and Economic Growth
Joint Ownership | Clean Transportation, - Essential and -Goal 9: Industry, Innovation and
Shipbuilding Pollution Prevention - . Infrastructure
imperative . . _
and Control ¢ ati +Goal 11: Sustainable Cities and Communities
- Mitigation of -ranspo ation -Goal 13: Climate Action
environmental load infrastructure -Goal 14: Life Below Water
(Greenhouse gas Maintenance and 8 Bovtws oo I Meensstarites “ mw 13 e  [i R
emission reduction various user /\/"
_ (]
etc.) convenience
- Marine environment | _ efrcient distribution
conservation .
- Operation of routes
to remote island

* In addition to the JRTT and Sustainability Finance Project Portfolio contributions to the SDGs goals
shown in Table-1, DNV has confirmed that JRTT has organized contribution to SDGs from the
perspective of environmental and social benefits based on its governance structure and business

content.
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Table-2 Relationship between JRTT business content and SDGs

JRTT Governance System/Business Content Linkage/Contribution to SDGs

Governance system sustaining the business -Goal 8 : Decent Work and Economic Growth
activities -Goal 16: Peace and Justice Strong Institutions
8 G oot 16 Gz
(1]
Securing/Cultivating human resources -Goal 5: Gender Equality
Appropriate staff assignment -Goal 8 : Decent Work and Economic Growth

GENDER DEGENT WORK AND
EQUALITY ECONOMIC GROWTH

Activating communities +Goal 9 : Industry, Innovation and Infrastructure
-Goal 11: Sustainable Cities and Communities

(e [

International cooperation -Goal 3: Good Health and Well-being
-Goal 7 : Affordable and Clean Energy
-Goal 9: Industry, Innovation and Infrastructure
-Goal 11: Sustainable Cities and Communities
-Goal 13: Climate Action

-Goal 17: Partnerships to achieve the Goal

§ I Al “mﬂmﬂim

GOOD HEALTH
AND WELL-BENE

17 PARTHERSHIPS

FOR THE GOALS

e
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This report covers post-issuance verification and periodical review based on CBI Program
Certification of JRTT Sustainability Finance™ as Climate Finance (bonds and loans) carried
out in FY 2021 and FY 2022 .

In FY 2021, JRTT will procure bonds through JRTT Sustainability Finance on 28" May, 30"
August, 29" November in Year 2021, and 25" February 2022. The procurement will be
through a loan executed on 30" November 2021 and 29" March 2022, and they plan to
allocate only a portion of the Sustainability Loan (executed on November 30, 2021) over
multiple years. Also in FY 2022, JRTT issued Sustainability Finance on 30" May, 30" August,
29" November in Year 2021 and 27" February 2022 in total of 80 billion yen equivalent Bond
as well as 21.48 billion yen equivalent Loan raised on 29" March 2023. JRTT has secured
program certification from the Climate Bonds Initiative against the Climate Bonds Standard.
DNV Business Assurance Japan K.K. (hereinafter, “DNV”) conducted post issuance verification
against Climate Bond Standards version3.0 (hereinafter, “CBS v3.0”) and periodical review of
the Finance Eligibility Assessment by using the Sustainability Bond Guidelines *2 (ICMA;
hereinafter, “SBG”) and the Green Bond Guidelines*> (the Ministry of the Environment, Japan;
hereinafter, “GBGLs").

Regarding fund raised in FY 2021, we are conducting a conformity assessment focusing on
the allocation status of unallocated proceeds as of the end of FY 2021.

* 1: financing method that includes contribution to both environmental (green) and social (social) nature,
and bond issuance (bond) and market borrowing (loan)

*2: Due to revisions to the guidelines and framework, the 2022 version will be applied after December
2022, and the 2018 version will be applied before then.

*3: Due to revisions to the guidelines and framework, the 2022 version will be applied after December
2022, and the 2017 version will be applied before then.

JRTT determined Basic Environmental Policy and Environmental Action Plan based on its
Basic Philosophy; “We contribute to build safe, secure, eco-friendly transportation networks.”
Under this commitment, JRTT executes various business includes sustainability eligible
project portfolio “Railway Construction” and “Joint Ownership Shipbuilding.” JRTT defines its
sustainable social contribution through its business associating its Finance Eligible Project
Portfolios with SDGs.

JRTT has allocated a portion of the unallocated proceeds (loans) raised through JRTT
Sustainability Finance in FY2021 to the following projects and assets as planned during
FY2022.

“Project 01, Railway Construction”

R-5 Shinkansen Lines *new allocation
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JRTT allocated the funds (bonds and loans) raised through JRTT Sustainability Finance in
FY2022 to the following projects and assets as refinance as planned during FY2022.

“Project 01, Railway Construction”
- R-2 Main Line and Interurban Lines in Big Cities *refinance
- R-3 Private Sector Railway*refinance

- R-4 Urban Railway *refinance*Refer to Schedule-1 for the detail of proceeds allocation

and projects.

JRTT has commissioned DNV to provide the pre-issuance verification, post-issuance
verification, and periodical review of the JRTT's eligibility of the Finance against the CBS v3.0
determined by CBI which is acknowledged as an international Climate Bod Certification
Agent. At the same time, they have commissioned DNV to follow criteria of SBG and GBGLs.
Pre-issuance verification which was conducted in January 2019 and additional verification
(revised verification report) was conducted in June 2021 and December 2022 concluded the
eligibility of railway construction against CBS v3.0 and related technical sector criteria.
Moreover, based on the verification results, JRTT has obtained program certification intended
to raise funds that contribute to the environment through continuous Sustainability Finance.
DNV will not provide independent assurance or other audit activities.

Our standards and information for achieving the request from JRTT are listed in the "Work
Undertaken" below. The post-financing verification and periodic review to be conducted this
time will be conducted based on the information provided to DNV by JRTT (explanations and
documents from JRTT stakeholders) in an interview with JRTT conducted on 6 September
2023.

This report provides no guarantees regarding the financial performance of sustainability
finance, the value of any finance investments, or the long-term environmental benefits of
selected projects. DNV's purpose is to provide an evaluation based on the criteria set out
below as to whether the use of proceeds is consistent with the criteria set out below.

Low Carbon Land Transport and the Climate Bonds Standard (Version 1.0)

Land Transport Criteria (Version 2) Oct. 2020
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As the Framework and Verification Report were revised in June 2021, the Land Transport
Criteria (Version 2) is used as the basis for evaluation of funding after that date.

Also, DNV includes other related criteria described in the section “Basis of DNV’s opinion” for
annual report review.

Responsibilities of the Management of JRTT and DNV

The management of JRTT has provided the information and data used by DNV during the
delivery of this review. Our statement represents an independent opinion and is intended to
inform JRTT management and other interested stakeholders in the Bond as to whether the
established criteria have been met, based on the information provided to us. DNV is not
responsible for any aspect of the projects or assets referred to in this opinion and cannot be
held liable if estimates, findings, opinions, or conclusions are incorrect. Thus, DNV shall not
be held liable if any of the information or data provided by JRTT management and used as a
basis for this assessment were not correct or complete.
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Basis of DNV’s opinion

DNV has conducted the verification against the CBS v3.0™! and associated Sector
Technical Criteria through the creation and execution of a verification protocol addressing
each requirement of those standard and criteria. The detail of areas covered in the DNV
verification is summarized in Schedule 2 below.

DNV’s Protocol includes a set of suitable criteria that can be used to underpin DNV'’s
opinion. The overarching principle behind the criteria is that a Sustainability Finance
should “enable capital-raising and investment for new and existing projects with
environmental and social benefits”.

As per our Protocol, in addition to the CBS v3.0 above, DNV also considers GBP"?, SBP"3,
SBG ™, GLP™, and GBGLs.™® The criteria against which the Sustainability Finance has been
reviewed are grouped under the four Principles () as follows:

® Principle One: Use of Proceeds. The Use of Proceeds criteria are guided by
the requirement that an fundraiser of Sustainability Finance must use the
funds raised to finance eligible activities. The eligible activities should produce
clear environmental and/or social benefits.

® Principle Two: Process for Project Evaluation and Selection. The Project
Evaluation and Selection criteria are guided by the requirements that a
fundraiser of a Sustainability Finance should outline the process it follows when
determining eligibility of an investment using Finance proceeds, and outline
any impact objectives it will consider.

® Principle Three: Management of Proceeds. The Management of Proceeds
criteria are guided by the requirements that a Sustainability Finance should be
tracked within the fundraiser, that separate portfolios should be created when
necessary and that a declaration of how unallocated funds will be handled
should be made.

® Principle Four: Reporting. The Reporting criteria are guided by the
recommendation that at least Sustainability Reporting to the finance
stakeholders should be made of the use of finance proceeds and that
quantitative and/or qualitative performance indicators should be used, where
feasible.
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[ J
Standards/Guidelines Applicable Version*7
Before December After December
2022 2022

*1: Climate Bonds Standard v3.0 (Climate Bonds v2.1 orv3.0 v3.0(no change)
Initiative (CBI))
*2: Green Bond Principles (International Capital 2018 2021
Markets Association (ICMA))
*3: Social Bond Principles (International Capital 2018 2021
Markets Association (ICMA))
*4: Sustainability Bond Guidelines (International 2018 2021
Capital Markets Association (ICMA))
*5: Green Loan Principles (Loan Market Association, 2018 2021

Asia Pacific and Loan Syndication and Trading

Association)
*6: Green Bond Guidelines (Ministry of Environment, 2017 2022
Japan)

*7: Due to the revision of the framework, the version of the standards that will be applied
from December 2022 has been changed for some standards.

*
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Work undertaken

Our work constituted a high-level review of the available information, based on the
understanding that this information was provided to us by JRTT in good faith. We have not
performed an audit or other tests to check the veracity of the information provided to us.
The work undertaken to form our opinion includes:

Pre-Issuance Verification and Assessment (completed previously):

« Creation and execution of Climate Bonds Standard Protocol, adapted to include the
relevant Sector Technical Criteria for the Finance nominated projects and assets, as
described above and in Schedule-2 to this Assessment.

» Assessment of documentary evidence provided by fundraiser on the Finance and
supplemented assessment by a high-level desktop research. These checks refer to
current assessment best practices and standards methodology.

» Discussions with fundraiser, and review of relevant documentation and evidence
related to the criteria of the Protocol.

+ Documentation of findings against each element of the criteria.

« Field survey and inspection against the projects and assets.

Post-Issuance Verification, Periodical Verification, and Assessment:

« Assessment of evidential documents provided by JRTT after execution of
Sustainability Finance, high level desktop research, document reviews, and
supplemental evidential documents obtained through interviews with key personnel
of the fundraiser. These assessments refer to best practices in current assessment
and standard methodologies.

« Discussions with key personnel of fundraiser management and review of relevant
documentation.

« Review of the nominated projects and assets described in Schedule-2 at the time of
the periodical verification.

«  Documentation of findings from the periodical review in detail.

« Field research and inspection against the projects and assets, if required;

Our opinion as detailed below is a summary of these findings.
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- - 7 = m
Findings and DNV’s opinion

Of the Sustainability Finance executed by JRTT in FY2021, DNV conducted assessment on
Sustainability Loans (loans executed on 30th November 2021) with unallocated proceeds at
the end of FY2021, and Sustainability Finance executed in FY2022 (Bond executed on 30
May, 30" August, 29" November in year 2022 and 27™ February, 2023, and Loan executed
on 29 March 2023).It is DNV's responsibility to provide an independent verification
statement on the compliance of the JRTT Finance with the CBS v3.0.

DNV conducted the verification in accordance with the CBS v3.0 and with International
Standard on Assurance Engagements 3000 (excludes audits or reviews of historical
information). The verification included i) checking whether the provisions of the CBS v3.0
were consistently and appropriately applied and ii) the collection of evidence supporting the
verification.

DNV’s verification approach draws on an understanding of the risks associated with
conforming to the CBS v3.0 and the controls in place to mitigate these. DNV planned and
performed the verification by obtaining evidence and other information and explanations that
DNV considers necessary to give limited assurance that the Sustainability Finance continues
to meet the requirements of the CBS v3.0.

Based on the limited assurance procedures conducted, we confirmed that the Sustainability
Finances are, in all significant material respects, in accordance with the requirements of the
CBS v3.0 and relevant associated technical criteria of Land Transport. Furthermore, we also
confirmed that the reported impacts associated with the nominated projects and assets are
accurate.

DNV also conducted periodical review, other than post-issuance verification of the JRTT's
annual report against to the criteria of GBP, SBP, SBG, GLP, and GBGLs accordingly.

DNV’s findings and opinions are listed below:
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Principle One: Use of Proceeds

<For fund raised in FY 2021>
JRTT has reported on its website that on 30" November 2021, a
portion of the unallocated funds of the 55.05 billion yen procured

through sustainability loans have been newly allocated to the following
businesses.

(1)Sustainability Finance Eligible Project (new allocation): Sustainability Loan

Railway Construction (Project 01 and R-5)

Project 01 R-5: Shinkansen Lines

Allocation of FY 2021 : 28.71 billion JPY

Allocation of FY 2022 : 10.55 billion JPY
Total : 39.26 billion JPY
Unallocated amount : 15.79 billion JPY

It has been confirmed that other sustainability bonds raised in FY2021 is confirmed
that was completed its allocation in FY 2021 (Sustainability Bond: 82 billion yen ,
Sustainability Loans (29" March 2022): 10.1 billion yen) have been allocated within
FY2021.

Schedule-1 shows lists and details of sustainability projects.

DNV reviewed the eligibility of the funded projects and assets to meet the criteria for
the project categories above. Although a portion of the proceeds raised by the
Sustainability Loan raised on 30" November 2021 may not be fully allocated within 24
months of funding (part of the CBSv3.0 requirements), DNV has determined that no
critical issues based on the following reasons comprehensively.

The project is a rail project that meets the land transport requirements of the
CBS technical standards and its sustainability is unlikely to deteriorate.

Approximately 70% of loans are scheduled to be allocated by FY2023, and
unallocated proceeds exceeding 24 months will be only a portion of the total.
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There is a high probability that the proceeds will be allocated to such eligible
project by FY2026 in accordance with the provisions of Article 19, Paragraph 1 of
the Independent Administrative Institution, Japan Railway Construction,
Transport and Technology Agency Act.

<Fund raised in FY 2022>

JRTT has reported on its website that the funds raised in FYl 2022 (total amount raised: 80
billion yen in Sustainability Bonds, 21.48 billion yen in Sustainability Loans) have been
allocated to the following businesses as refinancing.
(1) Sustainability Finance Eligible Project (refinance): Sustainability Bond

Railway Construction (Project 01 R-2, R-3, R-4)

Project 01 R-2 Main Line and Interurban Lines in Big Cities

Subtotal : 13 billion JPY

Project 01 R-3 Private Sector Railway

Subtotal : 25.9 billion JPY
Project 01 R-4 Urban Railway

Subtotal : 41.1 billion JPY

Total : 80 billion JPY (all allocated)

(2) Sustainability Finance Eligible Project (refinance): Sustainability Loan
Railway Construction (Project 01 R-2, R-3)
Project 01 R-2 Main Line and Interurban Lines in Big Cities
Subtotal : 4.95 billion JPY
Project 01 R-3 Private Sector Railway

Subtotal : 16.53 billion JPY
Total : 21.48 billion JPY (all allocated)

Schedule-1 shows the detail of Sustainability Projects.

DNV has reviewed the eligible projects and assets classified above for which funds have been
allocated.
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Exterior view of Tsuruga Station #1 Exterior view of Tsuruga Station #1
(Fukui Prefecture) (Fukui Prefecture)

Fig-2 Project 01 R-5 Representative Construction Example of Shinkansen Line
Principle Two: Process for Project Evaluation and Selection

The proceeds have been allocated solely to new allocation and refinance the projects
and assets as defined in Schedule 1. As for the negative impact caused by these
projects, appropriate countermeasures and practical action plans which comply with
relevant regulations and laws have been taken and will be taken after the evaluation by
JRTT. DNV confirmed that JRTT resulted that its effect is limited and appropriate action
will be executed if required.

Principle Three: Management of Proceeds
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DNV has reviewed evidence showing how JRTT traced the proceeds from the Finance
(loan or Bond, from the time of issuance to the time of disbursement or after
payment). Most of the proceeds fund has been allocated promptly. The details of the
disbursement value are tracked using JRTT's internal protocol. At the end of each
financial period (fiscal year), JRTT manages the outstanding balance of the Finance.

In the periodic review conducted in September 2023, DNV confirmed the following
regarding the procurement management status as of the end of March 2023 based on
the evidence provided by JRTT.

Of the funds that JRTT procured through sustainability finance in FY2021 (until the
end of March 2022), an additional 10.55 billion yen will be allocated to the
unallocated sustainability loan of 55.05 billion yen during FY 2022. As of the end of
March 2023, 39.26 billion yen has been allocated. As of the end of March 2023,
unallocated funds of 15.79 billion yen are managed as cash and cash equivalents.
(Unallocated status: More than 70% of the total will be allocated within 24 months,
and the full amount will be allocated by 2026).

All of the 80 billion yen in sustainability bonds and 21.48 billion yen in
sustainability loans procured by JRTT in FY2022 (until the end of March 2023)
have been allocated as refinancing as planned.

As stated above, DNV provides no assurance regarding the financial performance of the
Sustainability Finance, the value of any investments in the Finance, or the effects of the
transaction.

Page 17 of 38



DNV

Japan Railway Construction, Transport and Technology Agency(JRTT) Sustainability Finance Post-Issuance Verification and Periodical Review (5th)

Principle Four: Reporting

DNV has confirmed that JRTT discloses its annual report on its website for the specific
items required by Sustainability Finance. This includes the project and value of the
proceeds invested, as well as the associated qualitative and quantitative environmental
impacts based on the MLIT data.

JRTT also discloses environmental and social benefit and management proceeds on its
web site.

https://www.jrtt.go.jp/ir/sustainability-finance.html (Reporting)

- CO2 emission per transportation unit (FY 2021)

- Numbers of passenger of eligible railway project
(representative line) (FY 2019)

- FY 2022 Status Report of Proceeds allocation and outstanding

- FY 2022 Refinance share (Unit: %)

- FY 2022 Project progress (funded amount)

Within this, the following information from Project progress has been published on its
web site:

- Environmental report 2022

- FY 2022_Annual business report

- FY 2022_Annual financial report

- FY 2022_Annual financial statement

- FY 2022_project report

- Finance information report (Corporate Information Section, Securities

Information Section)

*Above includes other business report that are not subject to the Sustainability Finance
allocation for FY 2022.
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Table-1 shows a list of CO, emissions per unit transportation volume by transportation
method, updated by the Ministry of Land, Infrastructure, Transport and Tourism as the
latest version for FY2021. CO, emission per unit (passenger and freight) is comparably
lower enough than other transportation categories.

Table-1 CO; emission transportation amount (FY 2021)
Reference : Ministry of Land, Infrastructure, Transport and Tourism, Japan (MLIT)

category passenger : freight :
g-CO/p-km g-CO2/t-km
Private light vehicle 132 1,124
Cargo vehicle - 216
Airplane 124 -
Bus 90 -
Ship - 43
Railway 25 20
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About DNV

Driven by our purpose of safeguarding life, property and the environment, DNV enables organisations to advance the
safety and sustainability of their business. Combining leading technical and operational expertise, risk methodology and
in-depth industry knowledge, we empower our customers’ decisions and actions with trust and confidence. We
continuously invest in research and collaborative innovation to provide customers and society with operational and
technological foresight. With our origins stretching back to 1864, our reach today is global. Operating in more than 100
countries, our 16,000 professio