Second Party Opinion

SECOND PARTY OPINION

DAIO PAPER CORPORATION
SUSTAINABLE FINANCE FRAMEWORK

Prepared by: DNV Business Assurance Japan K.K.
Location: Kobe, Japan
Date: 4 November 2025

Ref. Nr.: PRIN-994866-2025-AST-JPN-01

Page 1 of 66



Contents

Executive Summary

I. Introduction

II. Scope and Objectives

. Responsibilities of Daio Paper and DNV

IV. Basis of DNV’s Opinion

V. Work Undertaken

VI. Findings and DNV’s Opinion

Schedule-1 Green/Transition Finance Nominated Projects

Schedule-2 Key Performance Indicators (KPIs) and Sustainability Performance Targets (SPTs)
Schedule-3 Climate Transition Finance Eligibility Assessment Protocol

Schedule-4 Green Finance (or Transition Finance with Use of Proceeds) Eligibility Assessment Protocol

Schedule-5 Sustainability-linked Finance Framework Eligibility Assessment Protocol (Transition-linked
Finance)

Revision history

11
17
20
21
24
25
43
44
45

51

58

Revision )
. Date of Issue Main Changes
o.
0 4 November 2025 | Initial
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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Executive Summary

Daio Paper Corporation (hereinafter, "Daio Paper") is a comprehensive paper manufacturer
established in 1943 through the merger of Shikoku Paper Corporation and 14 other
companies, and is developing business activities centered on the "Paper and Paperboard
Business," "Home & Personal Care Business," and "New Businesses."

Daio Paper has set up "affable future" as the image it wants to be based on its management
philosophy of "Shaping an abundant and affable future for the world." Daio Paper believes
that the embodiment of the four pillars of its management philosophy, "dedication to
manufacturing," "bonds with local communities," "corporate culture providing safety and
motivation to work," and "contributions to the global environment" will lead to "Shaping an
abundant and affable future for the world," and is promoting sustainability management by
organizing what it can contribute to each of the 17 goals of the SDGs.

Since the establishment of the "Daio Global Environmental Charter" in 1993, Daio Paper has
continued its efforts to realize a sustainable society. In May 2021, Daio Paper formulated the
"Daio Group Sustainability Vision," a sustainability strategy, and is promoting initiatives to
achieve the SDGs through various activities. As for "contributions to the global environment,"
it has defined 1) response to climate change, 2) realization of a recycling-oriented society,
and 3) forest conservation and maintenance of biodiversity as materiality.

With a long-term vision to achieve carbon neutrality by FY2050, Daio Paper has set medium-
term targets for FY2030 to reduce Scopes 1 and 2 fossil-derived CO2 emissions by 46%
compared to FY2013 and Scope 3 (Categories 1 and 4) by 15% compared to FY2022. Daio
Paper is already working on phasing out coal boilers, saving energy, and introducing
renewable energy, and is also planning to incorporate CCUS and the expansion of
afforestation in the long term.

In order to raise the funds necessary to implement and achieve these strategies, Daio Paper
has formulated the "Daio Paper Corporation Sustainable Finance Framework" (hereinafter,
the "Framework"). The Framework encompasses green finance, sustainability-linked finance,
transition finance, and transition-linked finance, and is designed to be consistent with the
Japanese government's NDC and the "Transition Roadmap in Pulp and Paper Sector." Daio
Paper will accelerate CO2 reduction activities through fundraising and disseminate
transparent information to investors and society.

The Framework is structured as a comprehensive framework that includes the elements
necessary to implement the following finance:

- Green Finance (bonds and loans)

- Sustainability-linked Finance (bonds and loans)
- Transition Finance (bonds and loans)

- Transition-linked Finance (bonds and loans)

DNV Business Assurance Japan K.K. (hereinafter, "DNV"), as an external reviewer, evaluated
eligibility of the Framework. Specifically, DNV applied frameworks (e.g., principles, guidelines)
centered on the following to conduct an eligibility assessment of the Framework.
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Climate Transition Finance Handbook (CTFH); International Capital Market Association
(ICMA), 2023

Basic Guidelines on Climate Transition Finance (CTFBG); Financial Services Agency,
Ministry of Economy, Trade and Industry, Ministry of the Environment, 2025

Green Bond Principles (GBP); International Capital Market Association (ICMA), 2025
Green Bond Guidelines (GBGL); Ministry of the Environment, 2024

Green Loan Principles (GLP); Loan Market Association (LMA) et al., 2025

Green Loan Guidelines (GLGL); Ministry of the Environment, 2024
Sustainability-linked Bond Principles (SLBP); International Capital Market Association
(ICMA), 2024

Sustainability-linked Bond Guidelines (SLBGL); Ministry of the Environment, 2024
Sustainability-linked Loan Principles (SLLP); Loan Market Association (LMA) et al., 2025
Sustainability-linked Loan Guidelines (SLLGL); Ministry of the Environment, 2024

The following page summarizes the results of the eligibility assessment for each common element

shown in the above frameworks.
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<CTF eligibility assessment results>

DNV has confirmed the following from the materials and information provided by Daio Paper.
The CTF-1 to CTF-4 below are the findings and DNV's opinion on the four common elements
(disclosure elements) of CTFH/CTFBG.

CTF-1. Fundraiser's Climate Transition Strategy and Governance:

Climate transition strategy: In May 2021, Daio Paper formulated the "Daio Group
Sustainability Vision," which sets "achieving carbon neutrality by FY2050" as a long-term
vision. Daio Paper's transition strategy covers all Daio Paper Group sites and covers Scopes 1,
2, and 3 (Categories 1 and 4). The medium-term target for FY2030 is to reduce Scopes 1 and
2 fossil-derived CO2 emissions by 46% compared to FY2013 and Scope 3 (Categories 1 and 4)
by 15% compared to FY2022, aiming to achieve carbon neutrality by FY2050 in the long
term. DNV has confirmed that these targets meet the standards required by the Paris
Agreement, are science-based, ambitious, and effective.

Governance system for achieving carbon neutrality: Daio Paper has established the
"Sustainability Committee" as an advisory body to the Board of Directors, and is promoting
specific measures through multiple sub-committees responsible for responding to climate
change, conserving forests and biodiversity, and reducing environmental impact. The
Sustainability Committee regularly reports to the Board of Directors and has established a
system to reflect it in the corporate strategy. Daio Paper also develops initiatives that
emphasize coexistence with local communities and just transition. It has established and is
operating a system to promote activities to achieve carbon neutrality at the management
level.

CTF-2. Business Model Environmental Materiality:

Importance of the environment: Daio Paper has identified materiality related to its
management philosophy and vision, and among them, it is defined 1) response to climate
change, 2) realization of a recycling-oriented society, and 3) forest conservation and
maintenance of biodiversity are organized toward "contribution to the global environment."
These are closely related to Daio Paper's core businesses, the "Paper and Paperboard
Business" and the "Home & Personal Care Business," and are positioned as important
environmental issues that are directly linked to sustainable growth.

Climate change-related scenarios: Daio Paper uses TCFD guidance to conduct scenario
analysis to assess the impacts of climate change in the short, medium, and long term. In the
analysis, it refers to the IEA's 1.5°C scenario and the IPCC's SSP scenario to consider both
transition risks and physical risks in its main business areas. These results are reflected in the
transition strategy and investment plans, and the environmental materiality is incorporated
into the business model.

CTF-3. Climate transition strategy and targets to be science-based:

Scientific basis: Daio Paper's transition strategy meets the standards required by the Paris
Agreement and is set by science-based reduction targets and pathways. As for Scopes 1 and
2, Daio Paper has set a medium-term target for FY2030 of reducing fossil-derived CO:2
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emissions by 46%, below the linear interpolation orbit with FY2013 as the base year and
carbon neutrality by FY2050.

Considerations to important emissions scope: Scope 1 accounts for 53.0% of Daio Paper's
greenhouse gas emissions, of which 85.7% is fossil-derived CO;. Reducing Scopes 1 and 2
fossil-derived CO;, emissions is a target focused on Daio Paper's main source of emissions.

Daio Paper has already phased out coal boilers, promoted energy conservation, and switched
to renewable energy and low-carbon fuels (e.g., LNG), however, it is expected that specific
reduction measures for CO2 other than fossil sources in Scopes 1 and 2 and Scope 3 in
general will be accelerated in the future.

CTF-4. Implementation Transparency:

Investment plan: Daio Paper's transition strategy is structured in conjunction with the
investment plans and the technical initiatives of each business. Specifically, it has positioned
green/transition projects such as the introduction of solar, wind, and biomass power
generation facilities, the introduction of energy-saving equipment, and the shutdown of coal
boilers as investment destinations for FY2030, and has formulated capital investment plans.
Although there are plans for specific investment amounts, Daio Paper has not yet reached the
point of disclosing them, so it continues to consider disclosing them as a future issue.

Outcomes and impact (including just transition): Daio Paper considers just transition and
mitigation of negative impacts when formulating its transition strategy. Specifically, the "Daio
Group Code of Conduct" stipulates policies such as compliance with environmental laws and
agreements in each country and region, expansion of afforestation, protection of rare
organisms, and effective use of water resources. In addition, it emphasizes coexistence with
local communities and promote initiatives such as reducing greenhouse gas emissions through
the construction of recycling boilers using local waste in cooperation with local governments,
and is considering just transition rooted in the local community.

As part of its initiatives to achieve carbon neutrality, Daio Paper has set its internal carbon
price at JPY 10,500/t-COz in FY2024, which is reflected in investment decisions and business
plans. This allows to have internal evaluation criteria and increase transparency when
implementing the transition plan.
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<GBP/GLP eligibility assessment results>

DNV has confirmed the following from the materials and information provided by Daio
Paper. The GBP/GLP-1 to GBP/GLP-4 below are the findings and DNV's opinion on the four
common elements of GBP/GLP (including GBGL/GLGL).

GBP/GLP-1. Use of Proceeds:

Daio Paper has defined the eligibility criteria for which the proceeds will be used as
green/transition projects. These are initiatives to realize Daio Paper's transition strategy
(transition plan) and are also aligned with the relevant frameworks (CTFH/CTFBG,
GBP/GBGL, and GLP/GLGL).

Daio Paper will allocate the net proceeds or the amount equivalent to net proceeds from
green/transition finance implemented under the Framework to existing and/or new
expenditures for projects that meet the eligibility criteria in Table-1. In addition,
expenditures on existing projects are limited to those made within 36 months retroactive
to the date of implementation of the relevant green/transition finance.

Daio Paper has established exclusion criteria for the use of proceeds, and it will not
allocate to projects related to the exclusion criteria.

Table-1 Daio Paper Green/Transition Finance Eligibility Criteria

Eligible Business
Category

1

Eligibility Criteria Green Transition®

Environmentally Development, manufacturing, and sales of CNF (cellulose (@) O
adaptive products |nanofiber), biorefinery products, and environmental
products (e.g., plastic-free products)

Renewable energy |Development of solar/wind/biomass power generation O O
facilities
Energy efficiency  |Promotion of energy conservation by developing O O

equipment and facilities

Fuel conversion Conversion to biomass-derived fuels, waste-derived O
fuels, and LNG

Decommissioning of coal boilers O
Pollution prevention |Water recycling and reuse, and proper wastewater O O
and control treatment to clean wastewater

Promotion of hard-to-recycle waste paper usage O O
Environmentally Acquisition, maintenance and management of FSC- or O O
sustainable PEFC-certified forests

management of
biological resources
and land use

*1 If it meets domestic and international green criteria, it may be selected as use of proceeds from green
finance. Green projects are also allowed in the CTFBG to be included as part of the implementation of
transition finance.
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GBP/GLP-2. Process for Project Evaluation and Selection:

Daio Paper will ensure that the project meets the eligibility criteria of GBP/GLP-1, satisfies
standards required for a green/transition project, and has clear environmental benefits. In
addition, the project implementation is subject to consideration of potential environmental
and social negative impacts, and appropriate procedures such as permits and
environmental assessments in the implementation area.

Specifically, the Finance Department and the Sustainability Promotion Department select
candidates for eligible projects, which are finalized by the Representative Director after
consultation with the Sustainability Committee. DNV has confirmed that a system is in
place to properly operate the project selection process.

GBP/GLP-3. Management of Proceeds:

Until the net proceeds or the amount equivalent to the net proceeds from green/transition
finance is allocated to eligible projects, Daio Paper's Finance Department will work with
relevant departments to track and manage the allocation status of projects on a monthly
basis based on internal management flow. The proceeds will be managed in cash or cash
equivalents in an amount equal to the unallocated proceeds until allocation.

GBP/GLP-4. Reporting:

Allocation status of proceeds: Daio Paper will disclose the allocation status of proceeds
in its Integrated Report and/or website (reported to lenders and disclosed on the website
as long as possible in the case of loans) until the net proceeds or the amount equivalent to
the net proceeds from green/transition finance has been fully allocated to eligible projects.
This includes the allocated amount, the estimated amount of unallocated proceeds, the
expected timing of allocation, and the estimated amount or share of refinancing.

In addition, any major change in the allocation plan or status is planned to be disclosed in
a timely manner.

Environmental benefits: Daio Paper will disclose the environmental benefits of the
eligible projects for which the allocation of proceeds have been started, to the extent
practicable until the completion of reimbursement or repayment in its Integrated Report
and/or website (reported to lenders and disclosed on the website as long as possible in the
case of loans). This includes quantitative or qualitative report on project overview,
progress, and environmental benefits (e.g., CO2 emissions reduction) based on
appropriate indicators.
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<SLBP/SLLP eligibility assessment results>

DNV has confirmed the following from the materials and information provided by Daio Paper.
The SLBP/SLLP-1 to SLBP/SLLP-5 below are the findings and DNV's opinion on the five
elements of SLBP/SLLP (including SLBGL/SLLGL).

SLBP/SLLP-1. Selection of Key Performance Indicators (KPIs):

The KPI (rate of reduction in CO; emissions from fossil fuels) set by Daio Paper in Table-2 is
the key indicator based on the "Daio Group Sustainability Vision" and the "Roadmap to
Achieve Carbon Neutrality," and supports 1) response to climate change, 2) realization of a
recycling-oriented society, and 3) forest conservation and maintenance of biodiversity,
indicated by the management vision and materiality. The KPI is quantitative, continuously
measurable, externally verifiable, and is evaluated as robust and reliable in accordance with
SLBP/SLLP.

Through the review, DNV has confirmed that Daio Paper's KPI is consistent with the
"Carbon Neutrality Action Plan" for the paper industry and the Technology Roadmap in Pulp
and Paper Sector (hereinafter, the "Sector-specific Roadmap") formulated by the Ministry of
Economy, Trade and Industry regarding "Transition Finance." Daio Paper's KPI has
importance directly relating to the core of its business model, is definable, measurable, and
verifiable, and meets the requirements based on SLBP/SLLP.

SLBP/SLLP-2. Calibration of Sustainability Performance Targets (SPTs):

Daio Paper's SPT, shown in Table-2, is based on its long-term goal of reducing Scopes 1
and 2 fossil-derived CO2 emissions by 46% by FY2030 compared to FY2013 and achieving
carbon neutrality by FY2050. This SPT is consistent with the decarbonization policy set forth
in the "Daio Group Sustainability Vision" and the Sector-specific Roadmap, and is evaluated
as an ambitious target that meets the standards required by the Paris Agreement and go
beyond Business as Usual. In addition, given the energy-intensive structure unique to the
pulp and paper industry and the move away from coal boilers, DNV evaluated that Daio
Paper's efforts to reduce energy play a leading role in the industry.

When implementing finance with SPT trigger judgment events from FY2031 onwards, Daio
Paper will set an SPT that maintains ambition by utilizing range targets or benchmark
targets as needed, based on the use of dynamic targets indicated in the ICMA Guidance
Handbook (2025). The specific SPT and the date of SPT judgment will be disclosed in the
statutory disclosure documents of bonds, contract documents of loans, etc. each time of
finance implementation.

Through the review, DNV has confirmed that all of Daio Paper's SPTs are based on scientific
evidence, measurable, verifiable, and achievable.

SLBP/SLLP-3. Finance Characteristics:

The financial characteristics of sustainability/transition-linked finance based on the
Framework will fluctuate depending on the achievement status of SPT. The details of the
fluctuation will be identified in the statutory disclosure documents (in the case of bonds) or
contract documents (in the case of loans) at the time of financing implementation, and
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"interest rate increases/decreases" or "donations" will be conducted depending on the
achievement status of SPT.

However, in the event that may have a significant impact on the measurement method and
scope of KPI, setting of SPT, and assumptions (e.g., M&A activities, regulations and other
significant system changes, abnormal events) due to unforeseeable circumstances at the
time of implementation of sustainability/transition-linked finance, the KPI and SPT may be
re-examined.

SLBP/SLLP-4. Reporting:

Daio Paper conducts annual reporting on the items listed in Table-3. The report will be
disclosed in either (or both) of Daio Paper's Integrated Report and on website (reported to
lenders and disclosed on the website as long as possible in the case of loans).

SLBP/SLLP-5. Verification:

Daio Paper will undergo independent verification of data related to the KPI by an external
organization. The obtained assurance report will be disclosed on either (or both) of Daio
Paper's Integrated Report and on website (reported to lenders and disclosed on the website
as long as possible in the case of loans).

Table-2 Daio Paper Sustainability/Transition-linked Finance KPI and SPT

Rate of reduction in CO> emissions from fossil fuels

Explana | The KPI is indicated in the 5th Medium-term Business Plan for FY2024 to FY2026
tion (hereinafter, the "5th Medium-term Plan") formulated by Daio Paper. It supports
the "response to climate change" indicated by the management vision and
materiality, and is an indicator that is quantitative, continuously measurable, and
externally verifiable.

46% by the end of FY2030 (compared to FY2013)

Explana | The SPT is set to be achieving carbon neutrality by FY2050 based on the level

tion required by the Paris Agreement, and to meet the target value located on the linear
interpolation from the base year. It can be judged as an ambitious goal as the
contribution to future greenhouse gas emissions will go beyond "Business as Usual."

Table-3 Daio Paper Sustainability/Transition-linked Finance reporting content
Item ‘ Reporting content

KPI results KPI results at each year end

SPT achievement status | SPT achievement status on the determination date

Important information

Information about events that can impact SPT achievement
updates etc.
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I. Introduction

i. About Daio Paper

Daio Paper is a comprehensive paper manufacturer established in 1943 through the
merger of Shikoku Paper Corporation and 14 other companies. Daio Paper has
manufacturing and sales bases in Japan and overseas, and is developing the "Home &
Personal Care Business" including facial tissues, toilet tissues, and other household
paper products, the "Paper and Paperboard Business" including newsprint, printing,
and publication paper, and the "New Businesses" for the development of wood-derived
materials.

Home & Personal Care Business

Production and sale of consumer household goods including household paper, disposable baby and adult diapers, sanitary pads,
wet wipes, categorized into six categories: Family Care, Household Care, Baby Care, Feminine Care, Adult Care, and Pet Care.

Major products -
©Disney

e —

\
S

YT

Paper and Paperboard Business

Production and sale of newsprint, printing and publication paper, communication paper, packaging paper, containerboard and
corrugated container products, pulp, etc. Our innovative eco-friendly products include the elipla series of paper packaging products
that contribute to plastic-free and low-plastic lifestyles, and the "Rems" mixed-pulp paper made from production residues.

Major products

New Businesses

Application development of cellulose nanofiber (a wood- Forestry, engineering of environment-related machinery,
derived material) and biorefinery management of sports clubs and golf courses, transportation, etc.
i 5 FORESTAL Ki:ll.-]_' _
15 ‘/ ..6.. A\ ANCHILE LTDA. FrA-LIN-PUITHREMN
4 =
&"’ , . _
! N ¥ oo #ait TYI-)VYY=YINII5T

ELLEX

Figure-1 Daio Paper Business Overview
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ii. Daio Paper's ESG Initiatives

Daio Paper has placed solving environmental and social issues through its business
activities at the core of its management, and has demonstrated its stance of
contributing to the realization of a sustainable society in the "Daio Group Sustainability
Vision."

Daio Paper has set up "affable future" as the image it wants to be based on its
management philosophy of "Shaping an abundant and affable future for the world."
Daio Paper believes that the embodiment of the four pillars of its management
philosophy, "dedication to manufacturing,” "bonds with local communities," "corporate
culture providing safety and motivation to work," and "contributions to the global
environment" will lead to "Shaping an abundant and affable future for the world," and
is promoting sustainability management by organizing what it can contribute to each
of the 17 goals of the SDGs, aiming to achieve the vision of "Three Well-Beings;" 1)
Hygiene (Protect well-being of the body), 2) Life (Enhance well-being of lifestyles),
and 3) Regeneration (Restore well-being of the earth).

) Shaping an abundant and
Shaping an abundant affable future for the world
and affable future for

the world

1.Hygiene

Mission (Duty)
To realize an abundant
and affable future

Vision (What to achieve)

Three Well-beings

1.Hygiene 2.Life  3.Regeneration

Protecting Enhancing people's Restoring
people's physical mental and spiritual the well-being
well-being well-being of our planet

Value (Sense of value)
Corporate Motto:Passion with Sincerity

Figure-2 Daio Paper Management Philosophy Figure-3 Daio Group Sustainability Vision

In addition, Daio Paper has established a system to promote sustainability
management based on its management philosophy of "Shaping an abundant and
affable future for the world." Daio Paper has established the "Sustainability
Committee" as an advisory body to the Board of Directors, and is promoting specific
measures through multiple sub-committees responsible for responding to climate
change, conserving forests and biodiversity, and reducing environmental impact.
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Appointment/dismissal ) Appointment/dismissal
li General Meeting of Shareholders l

Supervision/decision making Audit
Members of the Board of Directors <—Aud|17 Me&:ﬁz&m‘%ﬁ:ﬂ' =
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inati ] 3 >

commiuef g‘ 2 § 5 Accounting Auditor I

Committee é‘ 3 “ Accounting audit
g
z A \
= Business execution Appointment/dismissal

ﬂManagemam Meeting
Sustainability Committee ————— Executive Officers
. . 5 Repvgsrg ifﬂiirl"f‘agﬁedor ‘ ns:;‘;;:g;sdz' d
Risk and Compliance Committee i
I Audit

Inquiries/reporting Business execution

o o 1 . B Internal Audit
Diversity Committee departments Group companies .47 Office

Investment and Loan Committee

Figure-4 Daio Paper Sustainability Promotion System

iii. Daio Paper's Environmental Policy

Daio Paper has identified 10 materialities by extracting risks and opportunities from
the perspective of future influence on corporate value without immediate response.
The materialities are classified into four pillars and are linked to the management
philosophy along with the three management visions.

Among them, environmental initiatives are classified and organized into the following
management vision and three materialities. These are environmental priorities that
are closely related to Daio Paper’s transition initiatives.

In addition, since the establishment of the "DAIO Global Environment Charter" in
1993, Daio Paper has continued to address environmental issues, and revised the
Charter in 2021 to actively promote initiatives toward a sustainable society with the
aim of achieving carbon neutrality by FY2050.

Daio Paper Environmental Initiatives

*Management vision and materiality corresponding to environmental initiatives
Management Vision: Regeneration Restore well-being of the earth

"We will actively conserve the environment and regenerate the earth back
into a planet with abundant nature where diverse organisms coexist and
thrive."

Materiality:

"Response to climate change," "Realization of a recycling-oriented society,'
"Forest conservation and maintenance of biodiversity"
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Material issues

Strategic transformation of our
business portfolio

Acceleration of global expansion
Backcasting from a
long-term perspective
of our desired future—
an abundant and
affable future

Forecasting of the near
future (medium-term
perspective) based on
the current situation

Issues
identified
through
Coexistence with local communities forecasting

Issues
identified
through
backcasting

Creation of new businesses

Envision the possible
situations when our desired
future is realized based on
each of the 17 SDG goals,
and identify the ways we
can contribute

Establishment of sustainable supply

Engage stakeholders to find

chain out and codify their concerns

Respect for human rights, development
of human resources, and compassion
for employees

Fair and highly transparent

Identify and codify matters
that will affect our company’s
corporate value in the near

Consider what needs to management future if they are not dealt
be done now to realize with now
the desired future

Response to climate change

Realization of a recycling-oriented
society

10.Forest conservation and maintenance
of biodiversity

Figure-5 Materiality of Daio Paper

iv. Daio Paper's SDGs Initiatives

Daio Paper has organized the relationships between the above 10 materialities (material
issues) and its management philosophy, management vision, and SDGs, and has
organized them as shown in Figure-6 based on their relevance to each business.

Material Issues Solving Social Issues Through Business Activities SDG Goals

[Newsprint and paper business] +Shift from paper to paperboard
*Review production system and sales =Employment preservation by continuing

Business Strategy

[Industrial paper and containerboard business]

Strategic transformation + Continue to ensure stable supply in Japan

of our business portfolio shructure + Accelerate overseas expansion oparation of machines
+Strengthen the downstream printing +Contribution to local development at overseas sites
| business o

prove ,
capability and employment preservation
+Development of products/applicaticns for
cellulose nanofiber
*Improvement of work efficiency/reform of
| working styles through RFID
+Sales of environmentally friendly products
{reducing plastic use, etc,)
+Sales of products to prevent spread of infectious
disease (masks, sanitizing wipes, etc.)

[H&PC domestic business]
* Increase domestic share of absorbent.

[H&PC overseas business]
+ Promote multi-category business in existing countries
+ Enter new markets and buid business foundations

Dcdi:atcd
———  Acceleration of glabal v i
expansion « Establish multi-category model
| _leveraging household paper

[New businesses]

+Cellulose nanaofiber: Create a diverse lineup, develop applications in various fields and
establish faundation for mass praduction

*RFID (IC tag): Solve clients’ problems through custemized solution-based proposals

Material Issues Major Initiatives KPI (As of 2030) 2020 Result

Dedication to
manufacturing

Creation of new businesses

Coexistence with +Provide stable supply of water for daily use
+ and irrigation that supparts local agriculture
Alleume local communities and dairy farming In Chile
Bonds with local  Eerapiishment of Procurement survey respanse rate 100% 87%
communities sustainable supply chain +CSR procurement Business partners with ratings of 90% 56%
3.5 or more on a 5-point scale
* Diversity: Promate women's advancement % of female managers 10.0% 2.2%
human ri +Human resource development: Improve Employees with TOEIC 600+ 600 223
Inmgratm Es:gf_‘arfgm ‘:)T;Sm'ﬂ‘m' language skills of employees
e son | *¥ork style reform: Promote paid leave uptake | Uptake rate s0% 67.2%
¢ (e d P  Promote GOO.N Sukusuku leave® uptake Uptake rate 100% 84.4%
I for employees  Promote men's chikicare leave uptake Uptake rate 100% 6.0%
providing safety +Health management: Promote smoking cessation | Smoking rate 15% 26.1%
and motivation |
to work Fair and highly transparent | +Sustainably enhance effective and highly . -
management transparent govemance system
*GOO.N Sukusuku leave: Five days of paid
leave for childcare
. +Switch ta biomass-derived fuel, €02 emissions reduction 46% 4.6%
Response to climate change | ctrectively use waste fuel, etc. (compared with 2013)
~Promate the use of hard-to-recycle Ratio n containerboard 30% 16.7%
(0 ror recovered paper
rganic Realization of a recycling- |« Ensure zero waste emission Recycling rate 100% 98.7%
e oriented society «Promote water dirculation for reuse and Water/wastewater COD base 19%/year Water compared with 2019 : 1.6%
Contribution to purification of wastewater through proper unit per sales (year-on-year) reduction COD compared with 2019 : 3.0%
Wastewater treatment
the global
environment »Protect Patagonian Cypress, a designated
natural monument in Chile, together with a - -
Forest conservation and local NPO
maintenance of D|ud|vers\ty +Breed and release endangered freshwater fish
Kawabata-moroko (Hemigrammocypris neglectus) - -
under an initiative by Tokushima prefecture

Figure-6 Daio Paper Contribution to the achievement of the SDGs

* The relevance to the SDGs refers to the Green, Social and Sustainability Bonds: A High-Level
Mapping to the Sustainable Development Goals published by ICMA, which establishes the Green
Bond Principles. It is complementary to the implementation of transition finance and is not directly
related to the purpose of fundraising.
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V.

Daio Paper's Transition Strategy

In order to further enhance the effectiveness of "contribution to the global
environment," which is one of the priority themes for the company's sustainable
growth, Daio Paper has formulated the "2050 Long-term Vision for Global Warming
Countermeasures" (hereinafter, the "Long-term Vision") in the "Daio Group
Sustainability Vision."

The long-term vision summarizes specific initiatives related to achieving "carbon
neutrality by FY2050" through business activities. Greenhouse gas emissions from
business activities (Scopes 1 and 2) and greenhouse gas emissions related to the
production and transportation of raw materials mainly related to business (Scope 3)
will be covered by the transition strategy, aiming to achieve carbon neutrality (net
zero) by FY2050.

Table-4 Daio Paper Greenhouse gas emission reduction targets

Target year Item Scope ‘ Target
FY2030 Scopes 1 and 2 Fossil-derived All Daio Group 46% reduction
CO2z emissions locations (compared to FY2013)
GHG emissions All Daio Group 20% reduction
locations (compared to FY2013)
Scope 3 (Categories 1 and 4) All Daio Group 15% reduction
domestic sites (compared to FY2022)
FY2050 Achieving carbon neutrality

Overview of Daio Paper's greenhouse gas emissions and reduction plan

The majority of Daio Paper's greenhouse gas emissions are due to the use of fossil
fuels in the manufacturing process. Daio Paper plans to phase out its three coal boilers
by FY2050, and has already switched FIT biomass power generation to its own use
and stopped paper machines, steadily reducing greenhouse gas emissions by FY2023.

The medium-term target for FY2030 is to reduce Scopes 1 and 2 fossil-derived CO>
emissions by 46% compared to FY2013, and Daio Paper will promote the reduction of
COz emissions through fuel conversion to renewable energy and low-carbon fuels
(e.g., LNG) and energy conservation. In the long term, Daio Paper will also work on
the implementation of CCUS and the expansion of afforestation toward carbon
neutrality by FY2050.

Reference GHG &

reduction rate
1.6% 19.2% | 18.2% 18.0%

Fossil fuel-derived GO,

20.0%
reduction rate 1 42.0%
3.2% i
o .
o
I Aﬁn b
Y OFY FY Y FY Y FY FY
2021 2022 2023 204 2006 2030 2040

2035

Figure-7 Daio Paper CO; reduction plan
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4th MTBP (-FY2023) 5th MTBP (FY2024-2026) 6th MTBP (FY2027-2029) FY2030 FY2040
Toward achieving
v . % carbon neutrality
Shutting down of 1 + a coal-fred boder(s)”  Shutting down of 2 + o coak-fired bollers  Shutting down of all coakfired boilers

Shitfrom seling bomass-genarated = B
New recycling power generation facility

wndor tha FIT scher to Switch f ting fuels to new fuels (h . . e-methane, el
o ie R woa ooal use by U ising TR o jtch from existing fuels o new fuels (hydrogen, ammonia, e- e, elc:)

Reducs coal use at Dainichi Paper (Fuji City, Shizuoka Prefecture)
Utilize city gas and LNG

Speration of salar power generaiion equipmnt for Introduce solar power generation systems
self-consumption (spproximately 8,700 KW in operation)
Daia Paper (Mishima Mill, Kawanoe Mill, and Kani Milly .
Aottt n dapan and cverses (EIT. Thatand),eic Uiization through introduction of new technologies (perovskite solar cels, offshore wind pawer generation, et6)

- Improve efficiency of existing equipment. Tlanilt:llng away
energy Reduce energy cansumptian {1%/year) through continued implementation of efforts for energy conservation intensive model
- Enhance CO, absarption through forest plantation in Chile, South America
Start of expansion of
PO PO Collect information on CCUS technologies, including BECCS Collect information on CCUS technologies, including BECCS
. } Caollaborate with the Shikokuchuo City Carbon Neutrality Council Collaborate with the Shikokuchuo City Carbon Neutrality Council
Develop and implement applications/products of cellulose nancfiber Contribution to
External reduction of life cycle
contribution Develop and implement biorefinery technologies (biachemicals, bioplastics, biofuels, etc) environmental impact

*1: Includes the scenarios where we manage to shut down the next coal-fired bailer or repurpose the next coal-fired boller to be shut down to use altermative fuels in place of coal

Figure-8 Roadmap to achieving carbon neutrality

vi. About the Sustainable Finance Framework

In promoting the realization of "carbon neutrality by FY2050," Daio Paper is working
with COz emissions reduction targets in line with the contribution to greenhouse gas
emission reduction targets set out in the Japanese government's NDC and the
"Transition Roadmap in Pulp and Paper Sector."

Daio Paper will raise the funds necessary to achieve these CO, emissions reduction
targets and transition activities through sustainable finance, and aims to enhance the
ability to communicate Daio Paper's strategy by expanding its linkage with finance, as
well as to expand the foundation of sustainable finance.

Daio Paper has established the "Daio Paper Corporation Sustainable Finance
Framework" to implement transition finance, green finance, sustainability-linked
finance, and transition-linked finance in a form that conforms to internationally
established frameworks.

The frameworks specifically referred to by the Framework are described in Paragraph
IT (iii) below.

Name of Fundraiser: Daio Paper Corporation
Name of Framework: Daio Paper Corporation Sustainable Finance Framework
Name of External Reviewer: DNV Business Assurance Japan K.K.

Date of Report: 4 November 2025
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II. Scope and Objectives

Daio Paper has commissioned DNV to conduct an eligibility assessment of the Framework.
The objective of the eligibility assessment of DNV is to conduct an assessment to confirm
that Daio Paper, in the fundraising (sustainable finance) based on its transition strategy
(Transition Plan), meets the criteria of CTFH/CTFBG, GBP/GBGL, GLP/GLGL, SLBP/SLBGL,
and SLLP/SLLGL, which will be described later, and to provide a second party opinion on its
eligibility.

DNV, as an independent external reviewer, has identified no real or perceived conflict of
interest associated with the delivery of this second party opinion for Daio Paper.

In this paper, no assurance is provided regarding the financial performance of the sustainable
finance, the value of any investment, or the long-term environmental benefits of the
transaction.

i. Green Finance and Transition Finance with Use of Proceeds

*GBP is listed as the axis, but it will be replaced with loan-specific items as appropriate.

(1) Scope of review

The review assessed the following elements and confirmed their alignment with four core elements in
GBP/GBGL.

Use of Proceeds Process for Project Evaluation and Selection

Management of Proceeds Reporting

* The scope of review is applied as an assessment part for transition finance with use of proceeds.
* The four disclosure elements of CTFH/CTFBG are also included in the scope of review.

(2) Role(s) of review provider

Second Party Opinion O Certification
O Verification O Rating

O Other (please specify):
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ii. Transition Finance with General Corporate Purpose

*SLBP is listed as the axis, but it will be replaced with loan-specific items as appropriate.

(1) Structure of bonds at the time of issuance

Stepping up the structure Changes in reimbursement structures

*Any of the above or set individually based on the fundraiser's internal process at the time of finance
implementation.

(2) Scope of review”

The review assessed the following elements and confirmed their alignment with five core elements in
SLBP/SLLP.

Assess all the following elements 0

(all elements assessment)

Assess only some elements (partial assessment)

Selection of KPIs Bond Characteristics

X

X

Calibration of SPTs Reporting

Verification

X

Furthermore, check consistency
with SLBP

*The scope of review is applied as the assessment part for transition finance with general corporate
purpose.
*The four disclosure elements of CTFH/CTFBG are also included in the scope of review.

X

(3) Role(s) of review provider

Second Party Opinion O Certification
O Verification O Rating
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iii. Standards/guidelines to be applied

No. | Standards/guidelines Scheme owner Applied level™
1 Climate Transition Finance International Capital Market Association Apply
" | Handbook (CTFH)™! (ICMA), 2023
Basic Guidelines on Climate Financial Services Agency, M|n|5try_ of Apply
2. Transition Finance (CTFBG)"! Economy, Trade and Industry, Ministry of
the Environment, 2025
L X International Capital Market Association Apply
2
3. Green Bond Principles (GBP) (ICMA), 2025
4. | Green Bond Guidelines (GBGL)"? Ministry of the Environment, 2024 Apply
5. Green Loan Principles (GLP)"? Loan Market Association (LMA) et al., 2025 | Apply
6. | Green Loan Guidelines (GLGL)™ Ministry of the Environment, 2024 Apply
2 Sustainability-linked Bond International Capital Market Association Apply
" | Principles (SLBP)*3 (ICMA), 2024
Sustainability-linked Bond . .
X Appl
8. Guidelines (SLBGL)" Ministry of the Environment, 2024 pply
Sustainability-linked Loan .
* . Appl
9. Principles (SLLP)"3 Loan Market Association (LMA) et al., 2025 pply
Sustainability-linked Loan - .
« Appl
10. Guidelines (SLLGL)"> Ministry of the Environment, 2024 pply
*1 Climate Transition: The concept of climate transition focuses principally on the credibility of the

*2

*3

*4

Fundraiser's climate change-related commitments and practices (quoted from CTFH).

They confirm compliance with the four core elements of transition (use of proceeds, process for project
evaluation and selection, management of proceeds, reporting) etc., which should be met when
implemented as a bond/loan with a specific use of proceeds (quoted and edited from CTFBG).

Sustainability-linked Loan/Bond: Sustainability-linked Loan/Bond is any types of loan instruments
and/or contingent facilities (such as bonding lines, guarantee lines or letters of credit)/bond, which
incentivize the borrower's achievement of ambitious, predetermined sustainability performance
objectives (quoted and edited from SLLP/SLBP).

Apply: Evaluate Daio Paper's eligibility for all elements of the principles and guidelines required to
implement transition finance based on its Transition plan

Page 19 of 66



II. Responsibilities of Daio Paper and DNV

Daio Paper 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 Daio
Paper and other interested stakeholders in the finance as to whether the established criteria
have been met, based on the information provided to us. In our work, we have relied on the
information and the facts presented to us by Daio Paper. DNV is not responsible for any
aspect of the 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 Daio Paper and used as a basis for this assessment were

not correct or complete.
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IV. Basis of DNV’s Opinion

To provide as much flexibility for Daio Paper as possible, we have adapted our sustainable
finance assessment methodologies, which incorporates the requirements of the
CTFH/CTFBG, GBP/GBGL, GLP/GLGL, SLBP/SLBGL, and SLLP/SLLGL, to create a Sustainable
Finance Eligibility Assessment Protocol (hereinafter, the "Protocol"). Please refer to
Schedule-3 and below. The Protocol is applicable to green/transition finance, sustainability-
linked finance, and transition-linked finance under the CTFH/CTFBG, GBP/GBGL, GLP/GLGL,
SLBP/SLBGL, and SLLP/SLLGL.

DNV, as an independent external reviewer, provides second party opinion according to the
Protocol.

Our 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 Climate Transition Finance should:

"provide an investment opportunity with transparent sustainability credentials”

"enable capital-raising and investment for new and existing projects with environmental
benefits"

"be important (as climate transition) through KPI and SPT, quantitative, pre-determined,
ambitious, regularly monitored, and encourage the achievement of ESG (in terms of
climate transition) of the fundraiser that can be externally validated"

As per our Protocol, the criteria against these green/transition finance, sustainability-linked
finance, and transition-linked finance to be reviewed is grouped into the following elements,
represented by the CTFH/CTFBG, GBP/GBGL, GLP/GLGL, SLBP/SLBGL, and SLLP/SLLGL:

Fundraising to implement initiatives to realize Daio Paper's own transition strategy
and plan

(1) Four common elements of CTFH/CTFBG

Principle 1: Fundraiser's Climate Transition Strategy and Governance
It should be shown that the financing purpose is to enable the fundraiser’s climate
transition strategy.

Principle 2:  Business Model Environmental Materiality
The planned climate transition trajectory should be relevant to the environmentally
materialities of the fundraiser’s business model.

Principle 3: Climate transition strategy and targets to be science-based
The fundraiser’s climate transition strategy should reference science-based targets and
transition pathways.

Principle 4: Implementation Transparency
Market communication in connection with the offer of a financing instrument which has
the aim of funding the fundraiser’s climate transition strategy should also provide
transparency of underlying investment program.
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(2) Four common elements of GBP/GBGL and GLP/GLGL
Principle 1: Use of Proceeds
The Use of Proceeds criteria are guided by the requirement that a fundraiser of a
green/transition finance must use the proceeds to eligible activities. The eligible
activities should produce clear environmental benefits.

Principle 2: Process for Project Evaluation and Selection
The Process for Project Evaluation and Selection criteria are guided by the
requirements that a fundraiser of a green/transition finance should outline the process
it follows when determining eligibility of an investment using sustainable finance
proceeds, and outline any impact objectives it will consider.

Principle 3: Management of Proceeds
The Management of Proceeds criteria are guided by the requirements that a
green/transition finance should be tracked within the fundraising organization, that
separate portfolios should be created when necessary and that a declaration of how
unallocated proceeds will be handled should be made.

Principle 4: Reporting
The Reporting criteria are guided by the recommendation that at least Sustainability
Reporting to the bond investors and loan lenders should be made of the use of
proceeds and that quantitative and/or qualitative performance indicators should be
used, where feasible.

(3) Five elements of SLBP/SLBGL and SLLP/SLLGL™
*Sustainability will be read as a transition as necessary.
Principle 1: Selection of Key Performance Indicators (KPIs)
The fundraiser of a sustainability-linked finance or transition-linked finance should
clearly communicate its overall sustainability objectives, as set out in its sustainability
strategy, and how these relate to its proposed SPT to investors or lenders. The KPI
should be reliable, material to the fundraiser’s core sustainability and business
strategies, address relevant ESG challenges of the industry sector, and be under
management control.

Principle 2: Calibration of Sustainability Performance Targets (SPTs)
The SPT should be ambitious, meaningful, and realistic. The target setting should be
done in good faith and based on a sustainability improvement in relation to a
predetermined performance target benchmark.

Principle 3: Finance Characteristics
The finance will need to include a financial and/or structural impact depending on
whether the selected KPI reaches (or not) the predefined SPT. The finance
documentation needs to require the definitions of the KPI and SPT and the potential
variation of the financial and/or structural characteristics of the sustainability-linked
finance or transition-linked finance. Any fallback mechanisms in case the SPT cannot be
calculated or observed in a satisfactory manner, should be explained.

Principle 4: Reporting
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The fundraiser should publish and keep readily available and easily accessible up to
date information on the performance of the selected KPI, as well as a verification
assurance report (see Principle 5) outlining the performance against the SPT and the
related impact and timing of such impact on the finance’s financial and/or structural
characteristics, with such information to be provided to those institutions participating
in the finance or to investors or lenders participating in the finance at least once per
annum.

Principle 5: Verification
The fundraiser should have its performance against its SPT independently verified by a
qualified external reviewer with relevant expertise, at least once per annum. The
verification of the performance against the SPT should be made publicly available.
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V. 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 Daio Paper 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 included:

i. Pre-implementation assessment of sustainable finance

Creation of a Daio Paper-specific Protocol, adapted to the purpose of the sustainable
finance, as described above and in Schedule-3 to 5 to this Assessment.

Assessment of documentary evidence provided by Daio Paper on the sustainable
finance and supplemented by a high-level desktop research. These checks refer to
current assessment best practices and standards methodology.

Discussions with Daio Paper, and review of relevant documentation and evidence
related to the criteria of the Protocol.

Documentation of findings against each element of the criteria.

Preparation of an eligibility assessment report for the sustainable finance
implemented by Daio Paper (if necessary).

ii. Post-implementation assessment of sustainable finance (*not included in
this report)

Interview with Daio Paper and review of the relevant documentation.
Field research and inspection (if necessary).

Document creation of post-issuance assessment result.
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VI. Findings and DNV’s Opinion

DNV's findings and opinion are as described in (1) to (3) below.

As (1), CTF-1 to 4 shows the findings and DNV's opinion on the disclosure elements of
CTFH/CTFBG applied to the transition finance.
Please see Schedule-3 for details.

As (2), GBP/GLP-1 to 4 shows the findings and DNV opinion on the four common elements of
GBP/GBGL and GLP/GLGL.
Please see Schedule-4 for details.

As (3), SLBP/SLLP-1 to 5 shows findings and DNV's opinion on the requirements for
SLBP/SLBGL and SLLP/SLLGL.
Please see Schedule-5 for details.

(1) Findings and DNV's opinion on the four common elements (disclosure
elements) of CTFH/CTFBG

CTF-1. Fundraiser's Climate Transition Strategy and Governance

- Daio Paper formulated the "Daio Group Sustainability Vision" in May 2021, in
which it set out a long-term vision for global warming countermeasures,
"achieving carbon neutrality by FY2050," and disclosed a roadmap. Daio
Paper's transition strategy has defined the scope as all Daio Paper Group
locations, covering Scopes 1, 2, and 3 (Categories 1 and 4), and is built
around achieving carbon neutrality (net zero) by FY2050 as a long-term goal.

- DNV has reviewed the medium-term targets (46% reduction in fossil-derived
COz emissions by FY2030 compared to FY2013 and 15% reduction in Scope 3
(Categories 1 and 4) compared to FY2022) and long-term goal (carbon
neutrality by FY2050) based on the "Roadmap to Achieve Carbon Neutrality"
presented by Daio Paper and with the scope of Scopes 1, 2, and 3
(Categories 1 and 4), and has confirmed that these targets meet the
standards required by the Paris Agreement, are scientifically based, and are
ambitious.

- Daio Paper has formulated a detailed capital investment plan based on the
three pillars of "energy transition," "energy conservation," and "carbon
fixation," and plans to make investments within an appropriate timeline.

- Daio Paper has evaluated the impact of climate change in its Paper and
Paperboard Business and the Home & Personal Care Business on a short,
medium, and long-term basis through identification of risks and opportunities
based on TCFD guidance and analyses utilizing IEA's 1.5°C scenario, IPCC's
SSP scenario, etc., and reflects it in its corporate strategy.

- Daio Paper has established a system and mechanism to promote the
transition strategy at the management level and has formulated investment
plans. In addition, Daio Paper emphasizes coexistence with local communities
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and is developing initiatives that take into account just transition, such as the
construction of recycling boilers in cooperation with local governments and
the reduction of greenhouse gas emissions through the use of local waste.

- Daio Paper plans to respond to residual emissions by introducing CCUS and
absorbing CO2 from forest acquisition.

CTF-2. Business Model Environmental Materiality

- Daio Paper has set and disclosed materialities related to its management
philosophy and vision as a matrix. In this context, it has identified 1)
response to climate change, 2) realization of a recycling-oriented society, and
3) forest conservation and maintenance of biodiversity as "contributions to
the global environment."

- Daio Paper's transition strategy is closely related to the manufacturing
activities of Daio Paper's core businesses, the Paper and Paperboard Business
and the Home & Personal Care Business. In formulating strategies, Daio
Paper has analyzed and considered the impact of climate change on these
businesses using multiple scenarios.

- Daio Paper has clearly stated its targets for fossil-derived CO> emissions
reduction and GHG emissions at all Daio Group locations, as well as Scope 3
(Categories 1 and 4) reduction targets at all Daio Group domestic sites.
Eligible projects consist of content that directly impacts the emissions profile,
and environmental benefits are also quantitatively reported.

CTF-3. Climate transition strategy and targets to be science-based

- As shown in Table-4 below, Daio Paper has set a reduction target for
greenhouse gases with FY2013 as the base year and FY2050 as carbon
neutrality. As for Scopes 1 and 2, Daio Paper has set a medium-term target
for FY2030 as fossil-derived COz emissions reduction by 46% compared to
FY2013, which is below the linear interpolation trajectory of carbon neutrality
by FY2050, meeting the levels required by the Paris Agreement and providing
a science-based target and pathway.

- Scope 1 accounts for 53.0% of Daio Paper's greenhouse gas emissions, of
which 85.7% is fossil-derived CO;. Reducing Scopes 1 and 2 fossil-derived
CO, emissions is a target focused on Daio Paper's main source of emissions.

- DNV has confirmed that these targets are quantitatively measurable as CO;
emissions, and that Daio Paper measures and calculates greenhouse gas
emissions based on a methodology in accordance with the GHG Protocol,
which has received a third-party verification.
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One of the factors expected to be addressed in the future is to materialize
and accelerate initiatives to reduce CO, emissions other than fossil sources in
Scopes 1 and 2 and Scope 3 (Categories 1 and 4).

The indexed and quantified medium- and long-term targets are a process
that includes the use of CO, capture technologies in the future. The use of
carbon credits is not being considered at this time.

Table-4 Daio Paper Greenhouse gas emission reduction targets (reposted)

Target year Item Scope Target
FY2030 Scopes 1 and 2 Fossil-derived All Daio Group 46% reduction
CO2 emissions locations (compared to FY2013)
GHG emissions All Daio Group 20% reduction
locations (compared to FY2013)
Scope 3 (Categories 1 and 4) All Daio Group 15% reduction
domestic sites (compared to FY2022)
FY2050 Achieving carbon neutrality
CTF-4. Implementation Transparency

DNV has confirmed that Daio Paper's transition strategy is structured in
conjunction with investment plans and technical initiatives of each business.
Specifically, Daio Paper has set green/transition projects such as the restart
of Iwaki Daio Paper's No. 4 biomass boiler, the introduction of energy-saving
equipment, and the reduction of coal at Dainichi Paper as priority investment
destinations for FY2030, and has formulated a capital investment plan.

Although Daio Paper has plans for specific investment amounts, it has not yet
been disclosed and Daio Paper is continuously considering the disclosure as a
future issue.

Daio Paper has formulated its transition strategy in consideration of the
mitigation of negative impacts. Specifically, Daio Paper has established the
following standards in the "Daio Group Code of Conduct" and are working on
them.

Compliance with environmental laws and agreements in each country and
region

Expansion of afforestation, development of early-maturing tree species,
support for protection and reproduction of rare organisms, and effective
use of limited water resources

Solving social issues, including business activities that take into account
the cultures and customs of each country and region, social contribution
activities rooted in local communities, and improvement of sanitation
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Compliance with relevant laws and regulations and internal rules related to
just transition in each country and region

Daio Paper has set a carbon price as follows to promote initiatives to achieve
carbon neutrality.

Internal carbon price JPY 10,500/t-CO2 (FY2024)
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(2) Findings and DNV'’s opinion on the four common elements of GBP/GBGL and

GLP/GLGL

*These are the four elements of green finance and transition finance with use of proceeds, and some
descriptions as green bonds in the following can be read as green loans or transition finance (bonds
and loans).

GBP-1. Use of Proceeds

Daio Paper has defined the eligibility criteria for which the proceeds will be used as
green/transition projects. These are initiatives to realize Daio Paper's transition strategy
(Transition Plan) and are also complied with the requirements of the relevant
frameworks (CTFH/CTFBG, GBP/GBGL, and GLP/GLGL).

Table-1 shows the green/transition finance eligibility criteria.

Table-1 Daio Paper Green/Transition Finance Eligibility Criteria (reposted)

Eligible Business

1

Eligibility Criteria Green Transition™

Category

Environmentally
adaptive products

Development, manufacturing, and sales of CNF (cellulose
nanofiber), biorefinery products, and environmental
products (e.g., plastic-free products)

Renewable energy

Development of solar/wind/biomass power generation
facilities

Energy efficiency

Promotion of energy conservation by developing
equipment and facilities

Fuel conversion

Conversion to biomass-derived fuels, waste-derived
fuels, and LNG

Decommissioning of coal boilers

Pollution prevention
and control

Water recycling and reuse, and proper wastewater
treatment to clean wastewater

Promotion of hard-to-recycle waste paper usage

Environmentally
sustainable
management of
biological resources
and land use

Acquisition, maintenance and management of FSC- or
PEFC-certified forests

*1 If it meets domestic and international green criteria, it may be selected as use of proceeds from green
finance. Green projects are also allowed in the CTFBG to be included as part of the implementation of
transition finance.

DNV has confirmed that Daio Paper plans to use all of the net proceeds from
green/transition finance, excluding expenses, as capital investment, R&D-related
expenses, and removal costs for green/transition eligible projects that are in line with
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Eva

Daio Paper's investment plan to implement its transition strategy, as new finance or
refinance to existing expenditures.

These projects directly and indirectly promote projects that result in significant
greenhouse gas reductions shown in CTFH/CTFBG, GBP/GBGL, GLP/GLGL, etc. and
projects toward achieving carbon neutrality that contribute to business transformation.
These projects are evaluated for meeting the standards required as green/transition
projects and having clear environmental benefits to the transition strategy, therefore,
they are expected to contribute to the SDGs. These processes are in line with GBP/GLP-
1.

In addition, DNV has confirmed that Daio Paper has established exclusion criteria and
that the proceeds from green/transition finance implemented under the Framework will
not be used for projects related to the following:

[Exclusion criteria]
Unfair transactions, bribery, corruption, extortion, embezzlement, etc., that do not
comply with the laws and regulations of the country in which they are located.
Transactions that may cause social problems such as human rights and the
environment

GBP-2. Process for Project Evaluation and Selection

Daio Paper will ensure that the project meets the eligibility criteria of GBP/GLP-1,
satisfies standards required for a green/transition project, and has clear environmental
benefits, and that the project implementation is subject to consideration of potential
environmental and social negative impacts, and appropriate procedures such as permits
and environmental assessments in the implementation area.

Specifically, the Finance Department and the Sustainability Promotion Department select
candidates for eligible projects, which are finalized by the Representative Director after
consultation with the Sustainability Committee. DNV has confirmed that a system is in
place to properly operate the project selection process.

luation and Selection

Consistent with the achievement of the
environmental contribution targets of
the fundraiser

The project is an eligible use of
transition finance proceeds and is
transparent.

The evaluation and selection of projects
are based on published criteria abstracts

Projects have been assessed and selected
through a documented process that
demonstrates that they meet the defined
eligibility categories.

Potential ESG risks associated with project
implementation have been assessed and
selected through a documented process to
identify and manage them.

Other (please specify):
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(green projects with referenceable
criteria).

Information on responsibility and accountability

Evaluation/selection criteria based on Evaluation within the organization
advice or verification by external bodies
a Other (please specify):

GBP-3. Management of Proceeds

DNV has confirmed how Daio Paper tracks the proceeds from the implementation of
green/transition finance to the completion of allocation. Specifically, Daio Paper's Finance
Department will track and manage the investment plan (payment schedule) and actual
expenditure on a monthly basis in cooperation with the relevant departments for the net
proceeds or the amount equivalent to the net proceeds relating to the implementation of
green/transition finance. In addition, until the net proceeds or the amount equivalent to
the net proceeds relating to the implementation of green/transition finance is fully
allocated, the amount of unallocated proceeds will be identified and the same amount
will be managed in cash or cash equivalents.

Tracking and managing proceeds:

Part or all of the proceeds from green finance that are planned to be allocated are
systematically differentiated or tracked by the fundraiser.

O The type of temporary investment and schedule of unallocated proceeds is disclosed.

Other (please specify): Unallocated proceeds are managed in cash or cash equivalents.

Additional disclosure:

a Allocated to new investments only Allocated to both existing and new
investments
Allocate to individual (project) | Allocated to portfolio disbursements
disbursements
O Disclose portfolio of unallocated Other (please specify): Includes allocations
proceeds through affiliated subsidiaries

Page 31 of 66



GBP-4. Reporting

DNV has confirmed that Daio Paper will report on the allocation status of proceeds and
environmental benefits in the Integrated Report and/or on website until the full amount
of proceeds from green/transition finance is allocated. In addition, DNV has confirmed
that Daio Paper plans to disclose in a timely manner any major changes in the allocation
plan or if there is a major change in the funding situation after the start of the proceeds

allocation.

<Allocation status reporting>

* Allocated amount

» Approximate amount of unallocated proceeds and scheduled allocation period

» Approximate amount or share when allocated to refinance

<Environmental benefits: Impact reporting>

Eligible Business

Category

Environmentally adaptive
products

Eligibility Criteria
Development, manufacturing,
and sales of CNF (cellulose
nanofiber), biorefinery products,

and environmental products
(e.g., plastic-free products)

Example of Impact Reporting

-Application development status
*Number of commercialization
fields

Renewable energy

Development of
solar/wind/biomass power
generation facilities

-Power generation capacity by
renewable energy type
-Reduction of CO2 emissions

Energy efficiency

Promotion of energy conservation
by developing equipment and
facilities

*Reduction of CO2 emissions

Fuel conversion

Conversion to biomass-derived
fuels, waste-derived fuels, and
LNG

+Reduction of CO2 emissions

Decommissioning of coal boilers

-Project progress

Pollution prevention and
control

Water recycling and reuse, and
proper wastewater treatment to
clean wastewater

-Reduction of water pollutants
(COD)

Promotion of hard-to-recycle
waste paper usage

-Mixing rate of difficult-to-process
waste paper into paperboard

Environmentally
sustainable management
of biological resources
and land use

Acquisition, maintenance and
management of FSC- or PEFC-
certified forests

-Areas of forests managed by
sustainable methods
-Acquisition rate of forest
certification
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Use of proceeds reporting:
O  Project-by-project On a project portfolio basis
O Linkage to individual bond(s) a Other (please specify):

Information reported:

Allocated amounts a Green finance refinanced share of total
investment

O Other (please specify):
Frequency:
Annual a Semi-annual

O Other (please specify):

Impact reporting (Environmental benefits):

Project-by-project On a project portfolio basis
O Linkage to individual bond(s) O  Other (please specify):
Frequency:
Annual O Semi-annual

O  Other (please specify):

Information reported (expected or ex-post):

GHG Emissions/savings O Energy savings
Other ESG indicators (please Development status of environmentally adapted
specify): products, power generation capacity, reduction of

water pollutants, mixing rate into paperboard, areas
of forests managed by sustainable methods, and
acquisition rate of forest certification

Means of disclosure

Information published in financial report O Information published in sustainability report
(Integrated Report)

Information published in ad hoc documents Other (please specify): Disclose on website

O  Reporting reviewed (if yes, please specify which parts of the reporting are subject to external
review):
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(3) Findings and DNV's opinion on the five requirements of SLBP/SLLP™!
*1: Includes SLBGL/SLLGL

Table-2 shows the sustainability-related KPI and SPT of Daio Paper.
Table-2 Daio Paper Sustainability/Transition-linked Finance KPI and SPT (reposted)

Rate of reduction in CO> emissions from fossil fuels

Explana | The KPI is indicated in the 5th Medium-term Business Plan for FY2024 to FY2026

tion (hereinafter, the "5th Medium-term Plan") formulated by Daio Paper. It supports the
"response to climate change" indicated by the management vision and materiality, and
is an indicator that is quantitative, continuously measurable, and externally verifiable.

SPT 46% by the end of FY2030 (compared to FY2013)

Explana | The SPT is set to be achieving carbon neutrality by FY2050 based on the level required
tion by the Paris Agreement, and to meet the target value located on the linear interpolation
from the base year. It can be judged as an ambitious goal as the contribution to future
greenhouse gas emissions will go beyond "Business as Usual."

SLBP/SLLP-1 Selection of Key Performance Indicators (KPIs)

- DNV has reviewed the sustainability-related KPI of Daio Paper and has confirmed
that the selected KPI is important and related to Daio Paper's core transition
strategy and sustainability management.

- The KPI (rate of reduction in CO; emissions from fossil fuels) related to
environmental sustainability (transition) set by Daio Paper in "Table-2 Daio Paper
Sustainability/Transition-linked Finance KPI and SPT" is a core indicator of
"energy transition," "energy conservation," and "carbon fixation," set forth in the
"Roadmap to Achieve Carbon Neutrality" set by Daio Paper, and addresses an
important environmental challenge (reducing greenhouse gas emissions) in the
paper industry.

- DNV has confirmed that Daio Paper's KPI is consistent with the "Carbon Neutrality
Action Plan" for the paper industry and the "Technology Roadmap in Pulp and
Paper Sector," and that the KPI is appropriately set as a comparable indicator.
DNV concluded that greenhouse gas emission reduction rate is measurable and
externally verifiable based on a consistent methodology (GHG protocol).

- The KPI has been disclosed through the Framework and website as results for the
past three years or more.

- DNV has confirmed that the KPI selected by Daio Paper provides a clear
evaluation scope and calculation methodology.
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List of selected KPI1

List of selected KPI

v" KPI: Rate of reduction in CO, emissions from fossil fuels

Definition, scope and parameters

Clear definition of each selected KPI Clear calculation methodology
O Other (please specify):

Relevance, robustness, and reliability of selected KPI

The selected KPI has been proven to be Evidence that the KPI is externally verifiable
relevant to the fundraiser’s sustainability
and business strategy and is core and
important.

The KPI has been proven to be Evidence that the KPI can be benchmarked
measurable or quantifiable based on a
consistent methodology.

0 Other (please specify):
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SLBP/SLLP-2 Calibration of Sustainability Performance Targets (SPTs)

DNV has confirmed that the SPT set by Daio Paper is supporting the reduction of
greenhouse gas emissions through the "phase-out of coal boilers," "conversion to
renewable energy and low-carbon fuels (e.g., LNG)," "promotion of energy
conservation," "utilization of black pellets and CCUS," and "expansion of
afforestation" set forth in the "Roadmap to Achieve Carbon Neutrality by
FY2050." Daio Paper's substantial contribution to CO, emissions reduction can be
judged to be ambitious, realistic, and meaningful as it can be judged to
significantly exceed the target of the industry association described in the Japan
Paper Association's "Carbon Neutrality Action Plan" to "reduce energy-derived CO3
emissions from domestic production facilities by 38% in FY2030 compared to
FY2013."

Through Daio Paper's roadmap and interviews toward achieving carbon neutrality,
DNV has confirmed that the SPT is ambitious yet realistically feasible with specific
measures and investment plans.

DNV has confirmed that the SPT set by Daio Paper shows substantial
improvements in greenhouse gas reduction beyond "Business as Usual."

DNV has confirmed that the SPT setting process is based on the right combination
of benchmarking approaches.

The results of the KPI from previous years are disclosed on the website, and
targets are set until FY2030 based on them.

The reduction targets have been set to exceed those of the Japan Paper
Association's "Carbon Neutrality Action Plan," and their relative position has
been clarified.

They are also aligned with the 46% reduction target set by the Japanese
government for FY2030 based on the Paris Agreement, and have been set
based on scientific evidence.

DNV has confirmed that the SPT target setting has been properly disclosed as
follows:

The timeline for achieving SPT is set to FY2030. The set SPT will be published
in the Integrated Report and/or on website on an annual basis until the
trigger judgment.

The base year of the SPT is the results of FY2013, which is aligned with the
Japanese government's greenhouse gas reduction targets.

The method of achieving the SPT has been shown through the Framework
and medium-term management plans.

When implementing finance with SPT trigger judgment events from FY2031
onwards, Daio Paper will set an SPT that maintains ambition by utilizing range
targets or benchmark targets as needed, based on the use of dynamic targets
indicated in the ICMA Guidance Handbook (2025). The specific SPT and the date
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of SPT judgment will be disclosed in the statutory disclosure documents of bonds
or loan contract documents each time of the finance implementation.

Rationale and level of ambition (of SPT)

Evidence that the SPT brings significant Relevance and reliability of the selected
improvement benchmarks and criteria has been proven.
Evidence that the SPT aligns with the The SPT has been proven to be set on a
fundraiser's sustainability and business predefined timeline (time axis).
strategy

0 Other (please specify):

Benchmarking methodology

The performance of the fundraiser (e.g., u The performance of the fundraiser’s peers
past performance)
Reference to the scientific basis Other: "Carbon Neutrality Action Plan" for the
paper industry

Additional disclosure

Explanation of the possibility of Explanation of the fundraiser's strategy
recalculation or adjustment toward achievement
Identification of key factors that may O Other (please specify):

influence achievement of the SPT
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SLBP/SLLP-3 Finance Characteristics

DNV has confirmed that the trigger events and their scope of impact, including the
timing of SPT's observation and performance requirements, under the
sustainability/transition-linked finance (bonds or loans) implemented based on the
Framework are linked to the achievement of the target, the interest rate on the bonds,
and loan terms and other financial incentives (e.g., donations to organizations that carry
out activities relating to the improvement of SPT when the SPT is not achieved).

- DNV has confirmed that, depending on the achievement status of SPT with a third
party verification, the specific interest rate fluctuations will be from the day after
the interest payment date after the judgment date to the redemption/repayment
date (until the due date, if otherwise specified in the relevant statutory disclosure
documents or contract documents), and the interest rate will be stepped up/down
at the annual rate determined at the time of finance implementation, or that
donations will be made to organizations relating to the improvement of SPT.

- DNV has confirmed that Daio Paper has considered an appropriate fallback
mechanism (a backup alternative) and will not set up a separate SPT or
calculation methodology at this time, as the risk of not being calculated or
observed is extremely small.

- Daio Paper has disclosed that the SPT of sustainability/transition-linked finance
may be changed in the event of an unforeseen event that significantly affects the
measurement method, scope, SPT setting, and assumptions of KPI due to
unforeseen circumstances at the time of finance implementation.

Financial impact

Fluctuations in interest rates

Other (please specify): Financial incentives such as donations

Structural characteristics

Other (please specify): The conditions for the trigger judgment (judgment date and SPT) will
be set by the term of the individual bond or loan etc., and will be clearly stated in the statutory
disclosure documents (or other means of public disclosure) or contract documents.
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SLBP/SLLP-4 Reporting

- DNV has confirmed that the required information on the following as required by
the SLBP/SLLP will be published on an annual basis:

e KPI performance against SPT: Subject to receive a verification by an
external organization etc. at least once a year after the implementation of
sustainability/transition-linked finance until the completion of redemption
or repayment, and to be disclosed in the Integrated Report and/or on
website (reported to the lenders and disclosed on website as long as
possible in the case of loans).

Table-3 Daio Paper Sustainability/Transition-linked Finance reporting content

(reposted)
Item Reporting content
KPI results KPI results at each year end
SPT achievement status SPT achievement status on the determination date

Important information

Information about events that can impact SPT achievement
updates etc.

Information to be reported

Performance of selected KPI Verification assurance report

Ambition level of SPT Other (please specify): Information on the
financial impact of the trigger judgment
(information such as interest rate and
donations), adjustment of KPI, SPT, and
validation of recalculated results, if necessary

Frequency

Annual O Semi-annual

0 Other (please specify):

Means of disclosure

Information published in financial report a Information published in sustainability report
u Information published in ad hoc Other (please specify): Disclosure on the
documents fundraiser's website or to the lenders (for
loans only)
g Reporting reviewed
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Level of assurance report

Limited assurance O Reasonable assurance

0 Other (please specify):

SLBP/SLLP-5 Verification

- Daio Paper plans to undergo an independent verification of data related to the
KPI by an external organization. The obtained assurance report will be disclosed
in the Integrated Report and/or on website (reported to the lenders and
disclosed on website as long as possible in the case of loans).

Information to be reported

Limited assurance U Reasonable assurance

o Other (please specify):

Frequency

Annual U Semi-annual

0 Other (please specify):

Material changes

Boundary (range) u Measurement method of KPI

0 Adjustment (change) of SPT
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Assessment Conclusion

On the basis of the Framework and other relevant documents and information provided by
Daio Paper and the work undertaken, it is DNV’s opinion that the Daio Paper Corporation
Sustainable Finance Framework meets the criteria established in the Protocol and that it is
aligned with the following stated definition or purpose of green/transition finance,
sustainability-linked finance, and transition-linked finance under the CTFH/CTFBG,
GBP/GBGL, GLP/GLGL, SLBP/SLBGL, and SLLP/SLLGL.

- "enable capital-raising and investment for new and existing projects with
environmental benefits"

- "provide an investment opportunity with transparent sustainability credentials"

- "be important (as climate transition) through KPI and SPT, quantitative, pre-
determined, ambitious, regularly monitored, and encourage the achievement of ESG
(in terms of climate transition) of the fundraiser that can be externally validated"

DNV Business Assurance Japan K.K.

4 November 2025

[l e

Akira Tsukasaki Naoki Maeda
Technical Reviewer Representative Director /
DNV Business Assurance Japan K.K. SCPA Senior Vice President

DNV Business Assurance Japan K.K.

Masato Kanedome Tsuneyuki Tanaka
Project Leader/Assessor Assessor
DNV Business Assurance Japan K.K. DNV Business Assurance Japan K.K.
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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
professionals are dedicated to helping customers make the world safer, smarter and greener.

Disclaimer

Responsibilities of the Management of the Fundraiser and the Second-Party Opinion Providers, DNV : The management of
Fundraiser 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 the Fundraiser management and other interested
stakeholders in the Bond as to whether the established criteria have been met, based on the information provided to us.
In our work we have relied on the information and the facts presented to us by the Fundraiser. DNV is not responsible for
any aspect of the nominated 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 the Fundraiser’s
management and used as a basis for this assessment were not correct or complete
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Schedule-1 Green/Transition Finance Nominated Projects

The eligibility criteria listed in the table are nominated eligible projects at the time of assessment (as of November 2025). In the
green/transition finance implemented in the future based on the Daio Paper Corporation Sustainable Finance Framework, one or more of the
eligibility criteria listed in Schedule-1 will be selected, and the use of proceeds will be reported in the reporting before or after the finance
implementation. In addition, if additional target projects are included, Daio Paper will evaluate the eligibility of the project in advance
through a process based on the Framework, and if necessary, DNV will evaluate it in a timely manner.

Eligible Business Category Eligibility Criteria Green Transition™
_ _ Development, manufacturing, and sales of CNF (cellulose nanofiber), O O
Environmentally adaptive . _ i .
oducts biorefinery products, and environmental products (e.g., plastic-free
rodu
P products)
Renewable energy Development of solar/wind/biomass power generation facilities O
Energy efficiency Promotion of energy conservation by developing equipment and facilities O
_ Conversion to biomass-derived fuels, waste-derived fuels, and LNG O
Fuel conversion
Decommissioning of coal boilers O
Water recycling and reuse, and proper wastewater treatment to clean O O
Pollution prevention and control |wastewater
Promotion of hard-to-recycle waste paper usage O O
Environmentally sustainable O O
management of biological Acquisition, maintenance and management of FSC- or PEFC-certified forests
resources and land use

*1 If it meets domestic and international green standards, it may be selected as use of proceeds from green finance. Green projects are also allowed to be
included in the CTFBG as part of the implementation of transition finance.
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Schedule-2 Key Performance Indicators (KPIs) and Sustainability Performance Targets (SPTs)

KPI: Key Performance Indicators

The KPI is set out in the 5th Medium-term Business Plan for FY2024
to FY2026 (hereinafter, the "5th Medium-term Plan") formulated by
KPI: Rate of reduction in CO, emissions from fossil fuels Daio Paper. It supports the "response to climate change" indicated
by the management vision and materiality, and is an indicator that
is quantitative, continuously measurable, and externally verifiable.

SPT: Sustainability Performance Targets

The SPT is set to be achieving carbon neutrality by FY2050 based
on the level required by the Paris Agreement, and to meet the
SPT: 46% by the end of FY2030 (compared to FY2013 target value located on the linear interpolation from the base year.
o by ( P ) It can be judged as an ambitious goal as the contribution to future
greenhouse gas emissions will go beyond "Business as Usual."
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Schedule-3 Climate Transition Finance Eligibility Assessment Protocol

The following checklist (1 to 4) is created for green/transition finance (with use of proceeds) under the Daio Paper Corporation Sustainable Finance Framework based
on the disclosure requirements of CTFH/CTFBG.
The "Confirmed documents" in the Work Undertaken include public or private documents (the fundraiser’s internal documents) etc., and are provided by Daio Paper
as evidence of eligibility judgment for DNV.

*In the following disclosure requirements etc., "issuer" and "investor" may be read as "fundraiser" and "lender," respectively.

Criteria

Requirements

Work Undertaken

DNV Findings

Fundraiser’s
Climate
Transition
Strategy and
Governance

The green finance, sustainability finance,
and sustainability-linked finance should
be directed toward enabling the
fundraiser’'s GHG emissions reduction
strategy aligned with the goals of the
Paris Agreement.

<Recommended disclosure information and

indicators>

a long-term, science-based target
aligned with the goals of the Paris
Agreement;

relevant and credible interim
science-based targets in the short
and medium-term on the trajectory
towards the long-term goal, in line
with the relevant regional, sector,
or international climate change
scenarios;

disclosure on the fundraiser’s
transition plan or climate transition
strategy. This should include
specific itemization of the main
levers towards GHG emissions
reduction, such as a detailed capital
expenditure (CapEx) plan and

Confirmed documents:

- Framework
- Daio Group

Integrated Report
- Transition Roadmap
in Pulp and Paper

Sector
- Japan Paper

Association "Carbon

Neutrality Action
Plan"
- Daio Group

Sustainability Vision

Interviews with
stakeholders

Daio Paper has formulated the Sustainable Finance Framework and

clearly states its long-term environmental strategy to achieve
carbon neutrality by FY2050. The Framework aims to realize
greenhouse gas reduction strategies that are aligned with the goals
of the Paris Agreement through green finance, transition finance,
sustainability-linked finance, etc.

Based on Daio Paper's "Roadmap to Achieve Carbon Neutrality by
FY2050," DNV has reviewed science-based medium- and long-term
targets for Scopes 1, 2, and 3 (46% reduction in fossil-derived CO:2
emissions for Scopes 1 and 2 by FY2030 compared to FY2013, and
Scope 3 (Categories 1 and 4) to achieve carbon neutrality by
FY2050) and has confirmed that these will contribute to the
achievement of the goals of the Paris Agreement.

Daio Paper has evaluated the impact of climate change in the Paper
and Paperboard Business and the Home & Personal Care Business
on a short, medium, and long-term basis through identification of
risks and opportunities based on TCFD guidance and scenario
analyses using IEA's 1.5°C scenario, IPCC's SSP scenario, etc. and
reflects them in its corporate strategy.

In addition, for the implementation of the transition strategy, Daio
Paper is implementing specific measures such as phasing out coal
boilers, introducing renewable energy, implementing CCUS, and
expanding afforestation in line with the roadmap, and plans to
invest JPY 24 billion in R&D by FY2035 in environmental protection
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Ref. Criteria

Requirements

Work Undertaken

DNV Findings

relevant technological implications
(i.e., amounts to be spent, what
carbon cost is considered for
implementing such CapEx program,
operational impacts, regulatory
considerations, etc.);

« clear oversight and governance of
the fundraiser’s climate transition
strategy, including
management/board level
accountability; and

« evidence of a broader sustainability
strategy to mitigate relevant
environmental and social
externalities, including ‘just
transition’ considerations where
appropriate, and contributions to
the UN Sustainable Development
Goals (UN SDGs).

etc. Daio Paper has set an internal carbon price of JPY 10,500/t-
CO2 (FY2024) and uses it to make investment decisions.

As for the management structure, the Sustainability Committee,
chaired by the Representative Director, monitors quarterly, and a
system to promote the implementation of transition strategy at the
management level has been established through reporting and
supervision by the Board of Directors.

In addition, Daio Paper is developing initiatives that take into
account "just transition," such as building recycled boilers and
reducing greenhouse gas emissions from the entire society by
utilizing local waste in collaboration with local governments,
emphasizing coexistence with local communities. These activities
are positioned as activities that are consistent with the SDGs and
contribute to mitigating external effects on the environment and
society.

DNV has confirmed that Daio Paper's Framework and
implementation plan are aligned with the transition strategy and
are reliable, ambitious, and achievable.

2 Business Model
Environmental
Materiality

The transition strategy should be
relevant to the environmentally material
parts of the fundraiser’s business model,
taking into account potential future
scenarios which may impact current
determinations concerning materiality.

<Recommended disclosure information and
indicators>

Discussion on the materiality of the
planned climate transition strategy may:

« be disclosed in the form of a

Confirmed documents:

- Framework

- Daio Group
Integrated Report

- Transition Roadmap
in Pulp and Paper
Sector

- Japan Paper
Association "Carbon
Neutrality Action
Plan"

DNV has evaluated whether the key activities related to Daio
Paper's business correspond to the company's transition strategy,
which was evaluated as contributing to the environment.

Daio Paper's greenhouse gas emissions reduction targets are set to
reduce fossil-derived CO2 emissions by 46% (compared to FY2013)
in Scopes 1 and 2 by FY2030 and 15% (compared to FY2022) in
Scope 3 (Categories 1 and 4).

This transition strategy is closely related to Daio Paper's core
business, which is the manufacturing activities of paper and
household paper products, and will contribute to reducing
greenhouse gas emissions throughout the supply chain and local
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Ref.  Criteria

Requirements

Work Undertaken

DNV Findings

materiality matrix made publicly
available by the fundraiser or be
covered in the fundraiser’s annual
reports; and
+ address the materiality of climate-

related eligible projects and/or KPIs
on the overall emissions profile of
the fundraiser.

Where Scope 3 emissions are expected to

be material but are not yet identified or

measured, a timeline for reporting should

be disclosed.

- Daio Group
Sustainability Vision

Interviews with
stakeholders

communities through the phase-out of coal boilers, introduction of
renewable energy, utilization of energy-saving technologies,
implementation of CCUS, and expansion of afforestation.

From the perspective of affecting corporate value in the near
future, Daio Paper has extracted risks and opportunities
(responses), has extracted items that need to be done from the
vision, and has identified and published 10 materialities.

Daio Paper has set the reduction rate of fossil-derived CO2
emissions as a KPI and has clearly defined the reduction targets for
Scopes 1, 2, and 3. Eligible projects consist of content that directly
impacts the emissions profile, and environmental benefits are also
quantitatively reported.

DNV has confirmed that the plan to implement Daio Paper's
transition strategy is closely related to the company's core business
activities and activities that contribute to the reduction of
greenhouse gas emissions in the entire society, contributing to the
environmental aspect of the entire society and supporting the
promotion of Daio Paper's business. The planned transition strategy
and pathway are related to materiality utilizing TCFD etc., and
contribute to important environmental benefits (impacts) from both
qualitative and quantitative perspectives.

3 Climate
transition
strategy and
targets to be
science-based

The fundraiser’s transition strategy
should reference science-based targets
and transition pathways. There is
scientific guidance around the required
rate of GHG emission reductions (the
“GHG emissions reduction trajectory”) to
align the global economy with the goals
of the Paris Agreement.
The planned transition trajectory should:
* be quantitatively measurable

Confirmed documents:

- Framework

- Daio Group
Integrated Report

- Transition Roadmap
in Pulp and Paper
Sector

- Japan Paper
Association "Carbon

Daio Paper Corporation Sustainable Finance Framework has set a
long-term goal of achieving carbon neutrality by FY2050, and has
quantitatively set medium-term targets for FY2030 of reducing
fossil-derived CO2 emissions in Scopes 1 and 2 by 46% compared
to FY2013 and Scope 3 (Categories 1 and 4) by 15% compared to
FY2022. These goals meet the requirements of the disclosure
requirements as they are measurable and quantitative.

In addition, these targets are consistent with the "Technology
Roadmap in Pulp and Paper Sector" formulated by the Ministry of
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Requirements

and aligned with the latest
available methodology;

« be aligned with, benchmarked, or
otherwise referenced to
recognized third party, science-
based trajectories, where such
trajectories exist; when third
party trajectories are not
available, consider industry peer
comparison and/or internal
methodologies/historical
performance;

+ be publicly disclosed (ideally
in mainstream financial
filings), including interim
targets; and

* be supported by
independent assurance or
verification.

<Strongly recommended disclosure

information and indicators>

+ short, medium, and long-term
GHG emission reduction targets
aligned with the Paris Agreement;

« baseline year and historic
emissions (including absolute
emissions, where intensity metrics
are the main indicator);

« scenario utilized and methodology
applied (e.g., ACT, SBTi, IEA).
When third party trajectories are
not available, industry peer
comparison and/or internal

Work Undertaken

Neutrality Action
Plan"
- Daio Group

Sustainability Vision

Interviews with
stakeholders

DNV Findings

Economy, Trade and Industry and the "Carbon Neutrality Action
Plan" of the Japan Paper Association, and can be evaluated as in
line with the reduction trajectory based on scientific evidence.
Furthermore, it refers to internationally recognized third party
scenarios such as SSP1-1.9 and SSP5-8.5 in the IPCC 6th
Assessment Report, and NZE (Net Zero Emissions) and STEPS
(current policy scenarios) in the IEA's World Energy Outlook 2024,
ensuring the validity and reliability of the strategy.

In the scenario analysis, transition risks (policies and regulations,
markets, reputations, and technologies) and physical risks (acute
and chronic) have been comprehensively extracted based on the
1.5°C and 4°C temperature rise scenarios in short-term (FY2026),
medium-term (FY2030), and long-term (FY2050), and the financial
impact has been evaluated qualitatively and quantitatively. As for
physical risks, XDI's calculation logic is used based on TCFD
guidance to analyze them in accordance with the latest
methodology.

The KPI is set as "rate of reduction in CO2 emissions from fossil
fuels," and the results from FY2022 to FY2024 (7.0%, 18.0%, and
17.4%) have been disclosed. As for the SPT (Sustainability
Performance Target), the target is to reduce the SPT by 46% by
the end of FY2030 (compared to FY2013), and it is also possible to
set a milestone SPT according to the finance period.

As for the verification system, it is clearly stated that Daio Paper
plans to obtain an assurance report from an independent third
party on an annual basis until the judgment date, ensuring backed
disclosure. The assurance reports obtained will be disclosed in the
Integrated Report and/or on website.

From the above perspectives, it can be evaluated that Daio Paper's
transition strategy has a scientifically based goal and pathway, and
comprehensively meets the disclosure requirements, such as
consistency with international benchmarks, quantitative
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Ref. Criteria

Requirements

methodologies/historical
performance;

* GHG emission objectives covering
all scopes and most relevant sub-
categories (Scopes 1, 2, and 3);

» targets formulated in either
intensity or absolute terms, noting,
that where intensity targets are
used, projections on the change to
absolute emissions should also be
provided; and

« where applicable, use of carbon
capture technology as well as of
high- quality and high-integrity
carbon credits, and their relative
contribution to the GHG emissions
reduction trajectory in line with best
industry practices (e.g., SBTi, VCMI,
ICVCM).

Work Undertaken

DNV Findings

measurability, and third party verification system. In particular, the
setting of reduction targets covering Scopes 1, 2, and 3 and the
phased measures based on the roadmap (such as shutdown of coal
boilers, introduction of renewable energy, utilization of energy-
saving technologies, and implementation of CCUS) can be judged
as effective initiatives in line with the greenhouse gas reduction
trajectory aligned with the goals of the Paris Agreement.

4 Implementation
Transparency

Market communication regarding the
offer of a GSS financing instrument
intended to fund the fundraiser’s
transition strategy should also be
transparent, to the extent practicable,
on the underlying investment program
including capital and operational
expenditures (CapEx and OpEx).

<Recommended disclosure information and
indicators>

+ CapEx roll-out plans aligned with
the overall strategy and climate
science and discussion of how it

Confirmed documents:

Framework

Daio Group
Integrated Report
Transition Roadmap
in Pulp and Paper
Sector

Japan Paper
Association "Carbon
Neutrality Action
Plan"

Daio Group
Sustainability Vision

Daio Paper has disclosed certain information on capital investment
(CapEx) based on its transition strategy to achieve carbon
neutrality by FY2050. The 5th Medium-Term Business Plan
(FY2024 to FY2026) positions FY2035 as a transitional period and
sets out investment policies aimed at promoting environmental
protection, including "restarting the Iwaki Daio Paper No. 4 boiler"
and "construction of a recycling boiler at the Mishima Plant." In
addition, the plan to allocate JPY 24 billion to R&D expenses,
including the transition to sustainable products, has been clearly
stated, and CapEx implementation plan consistent with the overall
strategy has been presented at a certain level.

Furthermore, the content of the Green Capex includes the
introduction of solar, wind, and biomass power generation facilities,
introduction of energy-saving equipment, shutdown of coal boilers,
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Requirements

informs CapEx decision-making
within the organization;

phase-out plan regarding
activities/products incompatible
with the climate transition strategy
(when such activities or products
are significantly harmful or display
levels of performance inconsistent
with science-based GHG emission
reduction trajectories);

green CapEx, for example those
referenced under the eligible green
project categories in the Green
Bond Principles, as a percentage of
total CapEx and how the ratio may
be expected to evolve over time;
disclosure on the percentage of
assets/revenues/
expenditures/divestments aligned
to the various levers;

a qualitative and/or quantitative
assessment of the potential locked-
in GHG emission from the
fundraiser’s key assets and
products;

assumptions on the internal cost
of carbon; and

disclosure on adverse impacts on
the workforce, community and
surrounding environment, and
related strategies used to

mitigate those negative impacts.

Work Undertaken

Interviews with
stakeholders

DNV Findings

and conversion of fuel to biomass and LNG as eligible projects, and
is classified based on the Green Bond Principles. These projects are
linked to the materiality of climate change responses, and impact
reporting is planned using indicators of environmental benefits
(e.g., CO2 reduction, power generation capacity, progress status).

On the other hand, there is no quantitative description of the
specific amount of green CapEx, its share in the total CapEx, and
its temporal changes, and it is desirable to strengthen disclosure in
the future. For the phase-out of activities that do not fit the
transition strategy, a plan to fade out coal boilers has been
specified, and a policy of phasing out from the 2020s to the 2040s
has been indicated. This point can be evaluated as consistent with
the greenhouse gas reduction trajectory based on scientific
evidence.

The internal carbon price is set at JPY 10,500/t-CO:z in FY2024,
confirming the initiatives to internalize it in decision-making. In
addition, compliance with laws and regulations, protection of rare
organisms, effective use of water resources, coexistence with local
communities, etc. have been described as measures to mitigate
adverse impacts on the environment and society, and measures
are taken in accordance with the TCFD Risk Management
Guidelines.

In general, the Framework implements initiatives to ensure
transparency of investment programs based on the transition
strategy, and in particular, the response to disclosure
requirements, such as plans for shutdown of coal facilities,
direction of environmental investment, setting of internal carbon
prices, and consideration for social impact can be confirmed.
However, detailed disclosure of CapEx's composition ratio and OpEx
is limited, and it is expected that the disclosure will be expanded in
the future.
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Ref.

Schedule-4 Green Finance (or Transition Finance with Use of Proceeds) Eligibility Assessment

Protocol

The following checklist (GBP/GLP-1 to GBP/GLP-4) is a DNV assessment protocol created for Daio Paper Green/Transition Finance (Transition Finance with Use of
Proceeds) Eligibility Assessment based on the requirements of GBP/GBGL and GLP/GLGL. The "Confirmed documents" in the Work Undertaken include the issuer’s
internal documents etc. and are provided by Daio Paper as evidence of eligibility judgment for DNV.

In Schedule-4, it is referred to as GBP/GLP according to the practice, but it includes the criteria and requirements to be referred to in the case of finance that
specifies the use of proceeds such as transition projects etc., in transition finance that specifies the use of proceeds based on CTFH/CTFBG. Please read it as
appropriate to the context of the transition.

GBP/GLP-1 Use of Proceeds

Criteria

Requirements

Work Undertaken

DNV Findings

la Types of funds The types of green/transition finance are | Confirmed documents: | DNV has confirmed through the Work Undertaken that the
classified into one of the following types - Framework green/transition finance falls into the following categories:
defined by GBP/GLP. Interviews with
- (Standard) Green/Transition Bond/Loan stakeholders
- Green/Transition Revenue Bond/Loan * (Standard) Green/Transition Bond/Loan
- Green/Transition Project Bond/Loan
- Other
1b Green/transition The key to a green/transition finance is Confirmed documents: | DNV has confirmed that the green/transition finance aims to allocate

project classification

that the proceeds will be used for a
transition project, which should be
properly stated in the legal documents
relating to the security.

- Framework
- Project list

Interviews with
stakeholders

the proceeds to a wide range of green/transition projects focused on
Daio Paper's goals and transition strategy, as described in the
Framework and Schedule-1.

Specifically, all green/transition finance categories and nominated
eligible projects listed in the table below and Schedule-1 have been
evaluated as being in line with the transition strategy, and the
proceeds from the green/transition finance are planned to be
allocated to any or more of the green/transition finance nominated
projects.
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Ref. Criteria Requirements Work Undertaken DNV Findings

If a green/transition project is selected in advance before the finance
implementation, it will be disclosed in statutory documents etc.

Through the assessment, DNV has concluded that the nominated
green/transition projects have tangible and genuine environmental
benefits.

Table Daio Paper Green/Transition Finance Eligibility Criteria

Eligible

Business Eligibility Criteria Green Transition™
Category

Development, manufacturing, and
Environmentally| sales of CNF (cellulose nanofiber),
adaptive biorefinery products, and O O
products environmental products (e.g.,
plastic-free products)

Development of

(Fe{r?gregv;//able solar/wi_nd/bio!'lje}ss power O O
generation facilities
Energy by deveioping eapmentand | o | ©
efficiency facilities
Conversion to biomass-derived o

fuels, waste-derived fuels, and LNG

Fuel conversion
Decommissioning of coal boilers O

Water recycling and reuse, and

Pollution proper wastewater treatment to O O
prevention and | Clean wastewater
control i -to-

Promotion of hard-to-recycle waste o o)

paper usage

Environmentally Acquisition, maintenance and

?:ﬁ?ngﬂgnt of| Management of FSC- or PEFC- O O
biologgi]cal certified forests
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Ref.

Criteria

Requirements

Work Undertaken

DNV Findings

resources and
land use

*1 If it meets domestic and international green standards, it may be selected as use of proceeds
from green finance. Green projects are also allowed to be included in the CTFBG as part of

the implementation of transition finance.

1c Environmental All transition projects to which the Confirmed documents: | DNV has confirmed that the use of green/transition finance proceeds
benefits proceeds are used should have clear - Framework will contribute to Daio Paper's goals based on its transition strategy.
environmental benefits, the effects of - Project list Specifically, DNV has confirmed that the reduction of greenhouse gas
which should be assessed by the issuer . . emissions, reduction of water pollutants (COD), improvement of
: L Interviews with .- .
and, where possible, quantitatively energy efficiency, and sustainable resource management through
stakeholders L I L
demonstrated. forest certification were all evaluated quantitatively or qualitatively by
the issuer. After the finance implementation, an annual report is
scheduled using indicators that show the environmental benefits (e.g.,
CO2 reduction, renewable energy generation capacity, waste paper
mixing rate) for each project. It is also clearly stated that if
quantification is difficult, it will be reported to the extent that it is
practical, including R&D and demonstration status.
1d Refinancing rate If all or part of the proceeds are used or | Confirmed documents: | DNV has confirmed that Daio Paper has a plan to use all proceeds for

may be used for refinancing, the issuer
will indicate the estimated ratio of the
initial investment to the refinancing and,
if necessary. Therefore, it is
recommended to clarify which
investment or project portfolio is subject
to refinancing.

- Framework
- Project list

Interviews with
stakeholders

new investments or refinance of eligible projects described in the
Framework. If the distinction between new investment and refinance
is clear prior to the finance implementation, it will be disclosed in
statutory documents etc. In addition, DNV has confirmed that if the
time of implementation is undetermined, the approximate amount or
percentage allocated to refinance will be appropriately disclosed
through annual reporting (e.g., Integrated Report, website).
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Ref.

GBP/GLP-2 Process for Project Evaluation and Selection

Criteria

Requirements

Work Undertaken

DNV Findings

2a Project selection Green/transition bond issuers should Confirmed documents: | DNV has confirmed that Daio Paper has a process in place to
process provide an overview of the process of - Framework determine the eligibility of projects that will be used for

qualifying projects for which green/transition finance, and outlines them in the Framework. Eligible
green/transition bond proceeds will be Interviews with projects will be selected by each department, and relevant
used. This includes (but is not limited stakeholders departments, including the Sustainability Promotion Department and
to): the Finance Department, will confirm their eligibility based on the
- The process by which the issuer Framework prior to determination. DNV has also confirmed that a
determines that the project in question is system has been established to properly operate the project selection
included in the business category of an process.
eligible green/transition project.
+ Creation of criteria for eligibility of
projects for which green/transition bond
proceeds will be used
- Environmental sustainability goals

2b Issuer's In addition to criteria and certifications, Confirmed documents: | DNV has confirmed that Daio Paper has developed and published a

Environmental and
Social Governance
Framework

the information published by issuers
regarding the green/transition bond
process also considers the quality of
performance of the issuer's framework
and environmental sustainability.

- Framework

Interviews with
stakeholders

framework for environmental and social governance based on its
sustainability vision. Daio Paper has set a long-term goal of achieving
carbon neutrality by FY2050 and has set clear numerical targets for
sustainability, such as reducing CO2 emissions by FY2030 by 46%
compared to FY2013. These initiatives have been monitored and
disclosed under a governance system centered on the Sustainability
Committee, and DNV has confirmed that the quality of sustainability
performance as an issuer has been fully demonstrated. Therefore,
Daio Paper's green/transition finance disclosure includes appropriate
quality information on environmental and sustainability performance,
in addition to criteria and certifications that investors should consider.
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Ref.

GBP/GLP-3 Management of Proceeds

Criteria

Requirements

Work Undertaken

DNV Findings

3a Tracking procedure-1 | The net proceeds from of Confirmed documents: | DNV has confirmed that Daio Paper has established a system in which
green/transition bond should be - Framework the Finance Department tracks and manages investment plans
managed in sub-accounts, included in (payment schedule) and actual expenditures on a monthly basis in
sub-portfolio, or otherwise tracked. It Interviews with cooperation with relevant departments based on internal
should also be certified by the issuer in a | Stakeholders management flows for proceeds from the green/transition finance. In
formal internal process related to the addition, materials related to the expenditure of proceeds are
issuer's investment and financing managed in accordance with internal rules, and the policy is stipulated
operations for the transition project. that the amount equivalent to the unallocated proceeds will be
retained in cash or cash equivalents until the allocation is determined.
DNV has also confirmed that a mechanism is in place to internally
certify that the proceeds will be used for eligible projects.
3b Tracking procedure-2 | During the green/transition bond Confirmed documents: | DNV has confirmed that Daio Paper has a system in place to manage
redemption period, the balance of funds - Framework and track the balance and allocated amount of proceeds on a monthly
raised that is being tracked should be basis by the Finance Department based on internal rules. The
adjusted at regular intervals to match Interviews with investment plan and actual expenditure for the target project are
the amount allocated to eligible projects | Stakeholders reconciled on a monthly basis and adjusted to match the balance and
undertaken during that period. the allocated amount.
3c Temporary holding If no investment or payment has been Confirmed documents: | DNV has confirmed that Daio Paper has clearly stated in the

made in an eligible green/transition
project, the issuer should also inform the
investor of the possible temporary
investment method for the balance of
unallocated proceeds.

- Framework

Interviews with
stakeholders

Framework that it will manage the amount equivalent to the
unallocated proceeds in cash or cash equivalents until the allocation is
determined. In addition, in the allocation status reporting, the policy
has been presented to disclose the estimated amount of unallocated
proceeds and the expected allocation period once a year. This will
give investors an idea of the balance of unallocated proceeds and how
they will be temporarily managed (held in cash/cash equivalents).
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Ref.

4a

GBP/GLP-4 Reporting

Criteria

Periodical Reporting

Requirements

In addition to reporting on the use of
proceeds and the temporary investment
of unallocated proceeds, the issuer will
consider each project at least once a
year for projects to which the
green/transition bond proceeds have
been allocated, taking into account the
following. A list of each project should be
provided.
- Confidentiality and competitive
considerations
- Outline of each project, expected
sustainable environmental and social
effects

Work Undertaken

Confirmed documents:
- Framework
- Project list

Interviews with
stakeholders

DNV Findings

DNV has confirmed that Daio Paper will disclose the allocation
status of proceeds in the Integrated Report and/or on website once
a year until the proceeds from the green/transition finance are fully

allocated. The disclosure includes:
<Allocation status of proceeds>
¢ Allocated amount

* Approximate amount of unallocated proceeds and scheduled

allocation period

¢ Approximate amount or share when used for refinance

<Environmental benefits>
Eligible Business

Example of Impact

Eligibility Criteria

Category
Development,
manufacturing, and sales
of CNF (cellulose
nanofiber), biorefinery
products, and
environmental products
(e.g., plastic-free
products)

Environmentally
adaptive products

Reporting

-Application
development status
-Number of
commercialization fields

Development of
Renewable energy
generation facilities

solar/wind/biomass power

-Power generation
capacity by renewable
energy type
-Reduction of CO2
emissions

Promotion of energy
conservation by
developing equipment
and facilities

Energy efficiency

-Reduction of CO2
emissions

Conversion to biomass-

Fuel conversion .
derived fuels, waste-

-Reduction of CO2
emissions
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Ref. Criteria Work Undertaken

Requirements

DNV Findings

derived fuels, and LNG

Decommissioning of coal
boilers

-Project progress

Pollution prevention
and control

Water recycling and
reuse, and proper
wastewater treatment to
clean wastewater

-Reduction of water
pollutants (COD)

Promotion of hard-to-
recycle waste paper
usage

-Mixing rate of difficult-
to-process waste paper
into paperboard

Environmentally
sustainable
management of
biological resources
and land use

Acquisition, maintenance
and management of FSC-
or PEFC-certified forests

-Areas of forests
managed by sustainable
methods

-Acquisition rate of
forest certification
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Schedule-5 Sustainability-linked Finance Framework Eligibility Assessment Protocol (Transition-
linked Finance)

The following checklist (SLBP/SLLP-1 to 5) is a DNV assessment protocol created for Daio Paper Corporation Sustainable Finance Framework Eligibility Assessment
based on the requirements of SLBP/SLLP.

SLBP/SLLP-1 Selection of Key Performance Indicators (KPIs)

Criteria Requirements ‘ Work Undertaken DNV Findings

1a KPI - material to The issuer’s sustainability performance is | Confirmed documents: | DNV has reviewed Daio Paper's sustainability-related KPI and has
core sustainability measured using sustainability KPIs that - Framework confirmed that the selected KPI is closely related to Daio Paper's core
and business can be external or internal. The KPIs - Daio Group transition strategy and sustainability management. Daio Paper has set a
strategy should be material to the issuer’s core Integrated Report | long-term vision of "achieving carbon neutrality by FY2050" and has
sustainability and business strategy and - Transition formulated a roadmap toward the achievement. The KPI (rate of
address relevant environmental, social Roadmap in Pulp reduction in CO, emissions from fossil fuels) relating to environmental
and/or governance challenges of the and Paper Sector | sustainability (transition) set by Daio Paper is a core indicator of Daio
industry sector and be under - Japan Paper Paper's decarbonization strategy, and responds to environmental issues
management’s control. The KPI should Association (reduction of greenhouse gas emissions) in the paper industry. This KPI
be of high strategic significance to the "Carbon Neutrality |is monitored quarterly by the Sustainability Committee (chaired by the
borrower’s current and/ or future Action Plan" Representative Director), and is reported to the Board of Directors for
operations. - Daio Group decision-making.
It is recommended that the issuers Sustainability DNV has confirmed that the KPI selected by Daio Paper is also
Vision consistent with the Ministry of Economy, Trade and Industry's

communicate clearly to investors the

rationale and process according to which "Technology Roadmap in Pulp and Paper Sector" and the Japan Paper
the KPI(s) have been selected and how Interviews with Association's "Carbon Neutrality Action Plan," and that the KPI is
the KPI(s) fit into their sustainability stakeholders appropriately set as a comparable indicator.

In addition, the KPI is expected to contribute to achieving carbon
neutrality by FY2050 and Daio Paper's business strategy with goals
related to sustainability management.

The selected KPI is listed below, detailed in Schedule-2.

KPI: Rate of reduction in CO, emissions from fossil fuels

strategy.
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Ref. Criteria Requirements Work Undertaken DNV Findings

1b | KPI - Measurability | KPIs should be measurable or Confirmed documents: | DNV concluded that the KPI (rate of reduction in CO2 emissions from
quantifiable on a consistent - Framework fossil fuels) selected by Daio Paper is measurable based on a consistent
methodological basis; externally - Daio Group methodology and can be externally verified and benchmarked against
verifiable; and able to be benchmarked, Integrated Report | external references.
i.e., as much as possible using an - Transition
external reference or definitions to Roadmap in Pulp In addition, DNV has confirmed that the KPI is aligned with the
facilitate the assessment of the SPT’s and Paper Sector management vision and sustainability strategy, and that past
level of ambition. - Japan Paper performance has been managed and disclosed internally. Specifically,

Association the actual values for FY2022 (7.0%), FY2023 (18.0%), and FY2024

The issuers are encouraged, when

possible, to select KPI(s) that they have "Carbon Neutrality | (17.4%) have been clearly stated.
already included in their previous annual Action Plan”
reports, sustainability reports or other - Daio Group
non-financial reporting disclosures to \S/y;talnablllty
ision

allow investors to evaluate historical
performance of the KPIs selected. In
situations where the KPIs have not been
previously disclosed, issuers should, to
the extent possible, provide historical
externally verified KPI values covering at
least the previous three years.

Interviews with
stakeholders

1c KPI - Clear A clear definition of the KPI(s) should be | Confirmed documents: | DNV has confirmed that the KPI selected by Daio Paper has a clear
definition provided and include the applicable - Framework evaluation scope and calculation methodology.
scope or perimeter as well as the - Daio Group
calculation methodology. Integrated Report
- Transition

Roadmap in Pulp
and Paper Sector
- Japan Paper
Association
"Carbon Neutrality
Action Plan"

Page 59 of 66



Ref. Criteria Requirements Work Undertaken DNV Findings

- Daio Group
Sustainability
Vision

Interviews with
stakeholders
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SLBP/SLLP-2 calibration of Sustainability Performance Targets (SPTs)

Ref. Criteria

Requirements

Work Undertaken

DNV Findings

2a | Target Setting - The SPTs should be ambitious, realistic Confirmed documents: | DNV has confirmed that the SPT set by Daio Paper is supporting the
Meaningful and meaningful to the issuer’s business - Framework reduction of greenhouse gas emissions by "phasing out coal boilers,"
and be consistent with the issuer’s - Daio Group "switching to renewable energy and low-carbon fuels (e.g., LNG),"
overall strategic sustainability/ESG Integrated Report | "promoting energy conservation," "utilizing black pellets and CCUS,"
strategy. - Transition and "expanding afforestation," as set forth in the "Roadmap to Achieve
Roadmap in Pulp Carbon Neutrality by FY2050." This shows that Daio Paper's substantial
and Paper Sector | contribution to reducing greenhouse gas emissions is consistent with
- Japan Paper the Japanese government's policies based on the Paris Agreement.
Association Daio Paper has set an SPT to reduce Scopes 1 and 2 fossil-derived CO:2
"Carbon Neutrality | emissions by 46% in FY2030 compared to FY2013, and this level can
Action Plan" be evaluated as equivalent to the government's reduction target. In
- Daio Group addition to setting major strategies, DNV has confirmed that specific
Sustainability measures such as a plan for shutdown of coal boilers at the Mishima
Vision Plant, introduction of renewable energy, and utilization of energy-
saving technologies are included in the roadmap and are feasible and
meaningful.
Interviews with DNV has also confirmed that the SPT is ambitious yet realistically
stakeholders feasible, and is aligned with Daio Paper's comprehensive sustainability
strategy.
2b | Target Setting - The SPTs should represent a material Confirmed documents: | DNV has confirmed that the 46% reduction in fossil-based CO2

Meaningful

improvement in the respective KPIs and
be beyond a “Business as Usual”
trajectory; where possible be compared
to a benchmark or an external reference
and be determined on a predefined
timeline, set prior to (or concurrently
with) the bond issuance.

- Framework
- Daio Group

Integrated Report

- Transition

Roadmap in Pulp
and Paper Sector

- Japan Paper
Association

"Carbon Neutrality

Action Plan"

emissions by FY2030 (compared to FY2013) set by Daio Paper shows
substantial improvements in greenhouse gas reductions beyond
"Business as Usual."

This SPT is equivalent to the Japanese government's target of reducing
greenhouse gas emissions by 46% in FY2030 (compared to FY2013)
based on the Paris Agreement, and is consistent with national policies
and industry roadmaps (e.g., the Japan Paper Association's Carbon
Neutrality Action Plan). The Framework also outlines specific action
plans based on a predefined timeline, including the phase-out of coal
boilers at the Mishima plant, conversion to renewable energy,
promotion of energy conservation, and introduction of CCUS.
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Ref. Criteria

Requirements

Work Undertaken

Daio Group
Sustainability
Vision

Interviews with
stakeholders

DNV Findings

DNV has confirmed that this SPT exceeds the traditional level of
operation in business activities, and is an ambitious and realistic level of
reduction compared to external references.

2c | Target Setting - The target setting exercise should be Confirmed documents: | DNV has confirmed that the SPT set by Daio Paper is based on the right
benchmarks based on a combination of benchmarking - Framework combination of benchmarking approaches.
approaches: - Daio Group 1. Daio Paper has disclosed KPI results for FY2022 (7.0%), FY2023

1. The issuer’s own performance Integrfa.ted Report (18.0%), and FY2024 (17.4%), and targets are set based on
over time for which a minimum of | - Transition performance over the past three years.
three years, where feasible, of Roadmap in Pulp 2. It aligns with the Ministry of Economy, Trade and Industry's
measurement track record on the and Paper Sector "Technology Roadmap in Pulp and Paper Sector" and the Japan
selected KPI(s) is recommended - Japan Paper Paper Association's "Carbon Neutrality Action Plan," clearly
and when possible forward-looking f\ssoaatmn . demonstrating its relevance to science-based scenarios and
guidance on the KPI Calrbon Ne:.ltrahty industry standards.

2. The SPTs relative positioning ) g(;til(;)gzig 3. Itisin line with the-Japanese government's target of reducing
versus the issuer’s peers where Sustainability greenhouse gas emlsspns by 46% by FY203Q (compared to .
comparable or available, or versus Vision FY20.13) .set by the Pgrls Agreement, and Dqlo.Papgr's substantial
industry or sector standards contribution to reducing greenhouse gas emissions is evaluated as

3. Systematic reference to science- being at the same level as the national policy target.
based scenarios, or absolute levels | Interviews with
(e.g., carbon budgets) or official stakeholders ) ) .
country/regional/international :!'hesg factors detel;mme thgt the SPT isona tr.aJec-tory beyond.
targets or to recognized Best- B.usmess as Usual" and validated against multiple industry, policy, and
Available-Technologies or other science-based benchmarks.
proxies

2d | Target setting - Disclosures on target setting should Confirmed documents: | DNV has confirmed that the SPT settings were properly disclosed as

disclosures

make clear reference to:

Framework

follows:
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Ref. Criteria

Requirements

The timelines of target
achievement, the trigger event(s),
and the frequency of SPTs

Where relevant, the verified
baseline or reference point
selected for improvement of KPIs
as well as the rationale for that
baseline or reference point to be
used

Where relevant, in what situations
recalculations or pro-forma
adjustments of baselines will take
place

Where possible and taking into
account competition and
confidentiality considerations, how
the issuers intend to reach such
SPTs

Work Undertaken

- Daio Group
Integrated Report

- Transition
Roadmap in Pulp
and Paper Sector

- Japan Paper
Association
"Carbon Neutrality
Action Plan"

- Daio Group
Sustainability
Vision

Interviews with
stakeholders

DNV Findings

1. The timeline for achieving SPT is set at FY2030. The established
SPT will be published annually in the Integrated Report and/or on
website until the trigger judgment.

2. The base year of SPT is FY2013, which is consistent with the
Japanese government's greenhouse gas reduction targets.

3. The methods to achieve this are presented through concrete and
feasible measures such as phasing out coal boilers at the Mishima
plant, switching to renewable energy and low-carbon fuels,
promoting energy conservation, co-firing black pellets, introducing
CCUS, and expanding overseas afforestation.

DNV has confirmed that these disclosures are realistic and highly
possible to achieve the SPT outlined in the Framework.
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SLBP/SLLP-3 Bond Characteristics

Criteria

Requirements

Work Undertaken

DNV Findings

3a | Bond characteristics | The SLB will need to include a financial Confirmed documents: | DNV has confirmed that the inclusion of trigger events in the
- SPT and/or structural impact involving trigger - Framework Framework complied with the requirements outlined in the SLBP/SLLP.
FlnanCIaI/structuraI event(s) based on whether the KPI(s) Intervi ith DNV has confirmed that the trigger events and their scope of impact
impact reach the predefined SPT(s). nterviews wi . e . e )
stakeholders with specific SPT observation timing and performance requirements for
sustainability/transition-linked finance implemented under the
Framework are linked to target achievement and financial incentives.
3b | Bond characteristics | Any fallback mechanisms in case the Confirmed documents: | DNV has confirmed that Daio Paper has considered an appropriate

- Fallback
mechanism

SPTs cannot be calculated or observed in
a satisfactory manner should be
explained.

The issuers may also consider including,
where needed, language in the bond
documentation to take into consideration
potential exceptional events.

- Framework

Interviews with
stakeholders

fallback mechanism (a backup alternative) and has confirmed that it
will not set up a separate SPT or calculation method at this time, as the
risk of not being calculated or observed is extremely small.

However, Daio Paper has explained that due to unforeseeable
circumstances at the time of finance implementation, in the event of
unforeseen events that may have a significant impact on the KPI
measurement methodology, scope, SPT setting, and assumptions, the
SPT of the sustainability/transition-linked finance may be changed.
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SLBP/SLLP-4 Reporting

Ref. Criteria

Requirements

Work Undertaken

DNV Findings

4a Reporting

The issuers of SLB should publish, and
keep readily available and easily
accessible:

1. Up-to-date information on the
performance of the selected
KPI(s), including baselines where
relevant

2. A verification assurance report
relative to the SPT outlining the
performance against the SPTs and
the related impact, and timing of
such impact, on the bond’s
financial and/or structural
characteristics

3. Any information enabling investors
to monitor the level of ambition of
the SPTs

This reporting should be published
regularly, at least annually, and in any
case for any date/period relevant for
assessing the SPT performance leading
to a potential adjustment of the SLB’s

financial and/or structural characteristics.

Confirmed documents:
- Framework

Interviews with
stakeholders

DNV has confirmed that the necessary information will be published in a
timely manner regarding the following as required by the SLBP/SLLP:

- KPI performance: The performance of KPI (rate of reduction in CO;
emissions from fossil fuels) will be disclosed in the Integrated Report
and/or on website at least once a year after the implementation of
sustainability/transition-linked finance to the completion of
redemption/repayment.

- The achievement of SPT will be subject to annual verification by a
third party organization on the judgment date, and the results will be
disclosed in the Integrated Report and/or on website. It is also clearly
stated that if the SPT is not achieved, changes in the financial and
structural characteristics of the bond, such as stepping up interest
rates and donations, will occur.
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5a

SLBP/SLLP-5 Verification

Ref. Criteria

External review

Requirements

The issuers should have its performance
against each SPT for each KPI
independently verified by a qualified
external reviewer with relevant
expertise, at least once a year and for
each SPT trigger event.

Work Undertaken

Confirmed documents:
- Framework

Interviews with
stakeholders

DNV Findings

DNV has confirmed that Daio Paper plans to undergo verification of its
KPI performance by an independent external evaluation body at least
once a year.
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